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To the President of the Senate and the
Speaker of the House of Representatives

The accompanying report presente a compilation of tJen­
era1 Accounting Office findings and recommendations for it",­
proving Government operations and relates for the most part
to fiscal year 1968.

The compilation is organized so that the findings and
recommendations are identified with and grouped generally on
the basis of functional areas of the Government's operations,
regardless of the agencies involved. Because findings de"el­
oped in one agency frequently have application in others. this
arrangement facilitates consideration of all findings in each
functional area in all agencies.

Because of the great interest in economic opportunity
programs, all of our findings on these programs are grouped
under "Economic Opportunity Programs," beginning on page 1.
Findings of a functional nature in these programs are also re­
fer red to in the report sections concerning each function.

The purpose of this report is to provide a convenie,nt
summary showing, by functional areas, the o,pportunities for
im.proved operations which have been identified by our Office
in carrying out its audit responsibilities. These responsibil­
ities are derived from the Budget and Accounting Act. 1921,
and othe::r laws which require us to independently examine,
for the Congress, the manner in which the Government agen­
cies are discharging their financial responsibilities.

The report summarizes the corrective action. taken by
the agencies on our recommendations. Certain of these ac­
tions involve changes made in policies and procedures through
the issuance of revised directives and instructions. The ..ffec­
tivene.. of these actions is 'dependent on the manner in which
the directives and instructions are implemented and on the
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ad~quacy of the supe.·vision and internal reviews of the oper­
..tions. Fot- this reason, to the extent deemed appropriate, it
is our pOlicy to review and evaluate the effectiveness of cor­
rective actions ta.ken by the agen 'ies.

The financial benefits attributable to our work cannot al­
ways be fuily measured. However, our records show that sav­
ings identified during fiscal year 1968, which were attributable
to the work of the Genet-al Accounting Office, amounted to
$232.8 million. Of this amount, $19.6 million consisted of col­
lectiOnS and $213.2 million represented other measurable sav­
ings. Approximately $30 million of the la.tter amount is
recurring in nature and will continue in future years. A sum..
mary of these savings appears beginning on page 144 of this
report.

Additional financial savings which are not fully or readily
measurable are listed beginning on page 15!.

For the convenience of the committees of the Congress
and of others. the back of the report contains an index of agen­
cies ta which the findings and recommendations relate.

Copies of this report are being sent to the Director, Bu­
reau of the Budget, and to officials of the Government agencies
for their information and consideration in connection with their
operations.

Comptroller General
of the United States
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ACTIVITIES, SERVICES. AND
BENEFITS UNDER FEDERAL PROGRAMS

D/SifBILlTY COMPENSATION BENEFITS

1. PR'ECLUDIN,G PAYMENT OF
DUAL BENEFITS··ln July 1967 we rep<.r1ed
to thC" Conaress on our review of the proce­
dures followed by the Bureau of Employees'
Compensation, Department of labor, in im­
plementing a provision of the Federal Em­
ployees' Compensation Act as amended (5
U.S.C. g101). which, in our opinion, prohibits
the payment of dual benefits for the same
d~uility 01' death. On the basis of our review
at four of the Bureau's 10 district offices, we
concluded that there was a need for the Bu­
reau to strengthen its management controls to
prevent the payment of compensation bene·
nts by both the Bureau and the Veterans Ad­
ministration for the same death.

Our review of 309 compensation awards
made in four district offices revealed that the
Bureau had failed in 45 cases to properly im­
plement section 7(3) of the Federal Em­
ployees' Compensation Act, which. in our
opinion. prohibits dual payment. We found
that dual payments of about 590,000 had
been made in these 45 cases from September
1960 through March 1967. We pointed out
that, to the extent that dual payments had
been made at the remaining six district offices
not visited during our review. total over­
payments would have been corre.<pondingly
higher. Although we found dual payments
with respect to death benefits, no evidence of
dual payment of disability compensation was
revealed by our review.

We believe that the primary feason for
the payment of dual compensation benents to
claimants was that Bureau instructions issued
in August 1961 improperly permitted the dis­
trict offices to make payment of death com­
pensation benefits concurrently with the pay­
ment of Veterdns Administration benefits for
the same death.

The Secrelary of Labor agreed to take
appropriate action. substantially in Hne with
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our proposals for correcting the situation, and
advised us that the Bureau would (a) instmct
all of its oflices 10 inform each claimant quali­
fied for more than one benel'it from the Gov­
ernment, at the time of processing his claim,
that he must make an election in accordance
with sectiotl' 7(a) of the act. and to obtain
such election at the earliest possible time in
order to avoid dual payments and,(b) review
the safeguards to prevent duaf payments and
revise its instructions and coordinate them
with those of the Veterans Administration.
Also, in September 1967. the lIureau issued
instructions to its office:; to review all appli­
cable death cases awarded from September
1960 in order to identify dual benefit pay­
menls by the Bureau and the Veterans Ad­
ministration and to recover any overpayments
by offset against future payments. (B-157593,
July 5,1967)

E'CONOMIC OPPORTUNITY PROGRAMS

2. YOUTH WOR K-TRAINING
PROJECTS..ln a report submilled to the
Congress in March 1968. we pointed out the
need for the Department of lahor to increase
Ihe effectiveness of Ihe Neighborhood Youlh
Corps progr.m operated by several program
sponsors in Cleveland, Ohio.

The Economic Opportunity Act of 1964
authorized the establishment of the Neighbor·
hood Youth Corps for the purpose of rrovid­
ing funds and techOlI..'31 assistance to organiza­
tions willing to operate work-training projects
for students and unemployed young men and
womer: from low-income families. The activi­
ties of the program in Cleveland began in Feb­
ruary 1965, and Federal funds authorized
through October 7.1967, totaled .bout 57.3
million.

On the hasis of our limited lest of the
eligibility of youths enrolled in the program
in Cleveland, we concluded that either the eli-



gibility criteria of the Department had not
been mel by a substantial number of youths
or their eligibility could not be readily deter~

mined because the files did not show that the
sponsors had elicited from the youths suffi·
cient information to make the determination.
This was la:~r confirmed by each sponsor in
the sponsors' detailed examinations of the elj~

gibility files. We sta·!ed that there was a need
for the sponsors to employ good screening
procedures to comply with currently estab~

Iished criteria.

We believe that the importance of good
screening should be evident from the Depart·
meol's statement to sponsors in a February
1966 directive on eligibili:y that, nationwide,
there were funds available to provide work­
training opportunities for only about 10 per·
ccnt of the youths who were eligible for the
program.

We also found that therc was need for
program sponsors in Cleveland to have an ef·
fective counseling program for out-of·school
enrollees: to promote participation of en·
rollees in remedial education courses; to ac·
quire more information on enrollees termi­
nalcd from oUI-of·.chool projects, to further
assist the t:nrollees and to gain an information
source for program evaJuation; to make sub-­
stantiaJ improvements in the operation and
"ontrol of payrolls. whi"h represent a largc
portion of the total cost of thc two principal
sponsors' programs; and to further train their
administrative staffs and more frequently
evaluate staff member performance. In addi­
tion. our review disclosed the need for more
effective monitoring of sponsor operations by
the Department, to improve program effec­
tiveness and ensure compliance with work·
training contracts.

The Secretary of Labor advised us that
appropriale corrective actions had been taken
by the Department and the sponsors on our
findings and proposals. We recommended to
the Secretary of Labor that Deparlment offi·
cials and sponsor organiziltions involved in
Neighborhood Youth Corps activities
throughout the Nation be advised of the prob-
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lems noted in Cleveland so that, if warranted,
appropriate action could be taken elsewhere.
(8-163096, March IS, 1968) .

3. OPERATIONS AND EXpeNDI·
TURES OF COMMUNITY PROGRAMS··At
the request of the Chairman, Committee on
Appropriations, United States Senate, we re­
viewed selected propams and expenditures of
the United Plannins Organization (UPO) with
special emphasis on the community action
programs administered by the Washill8ton
Welfare Association thrtiuah the Southeast
Neighborhood House in Washinston, D.C.
UPO was formed to plan for human service
needs throuShout the National CQpitol area.
UPO received grants from the Office ,!f fu:O.
nomic Opportunity, the Department of La·
bor, the Dep~rtment of Health, Education,
and Welfare, and other public and private
sources for carrying out its prosrams.

We examined principally into the obje<:­
tives, funding, slaffinll, recording, and report·
ing of the oper.lions of the component pro­
grams of the Southeast and- Conpess Heishts
Ncighborhood Development Proglms.

In our report to the Committee ....ncem­
ing ollr review of Ihe community organization
program, we stated that little emphasis had
been given to education and employment­
two of the four root causes of poverty rec­
ognized by UPO-that relatively few persons
had been contacted, and that few of the per·
sons contacted had been referred to other
component progr~ms and/or community
agcncies established to help alleviate poverty.

We also noted that few persons actually
had been placed in jobs by the Southeast Em­
ployment Center and that no one h~d been
referred to other neighborhood programs for
assistance in improvlns their skills and job op­
portunities.

Our review of the financial records
maintained by the Southeast Neishborhood
House showed that the Washinston Welfare
Association had reque.ted reimbursement



from the lfPO for certain costs that had not
been in.:urred, for insurance premiums that
had been overpaid, and for merchandise that
h,ul not been received. We also found that
certairleltp¢nses had been paid twice, that
coslshad been. charsed to the wrons prolfam
comPOllellts. that certain employees had been
occupyinS more than One position, and that
inventory records had not been maintained
currently.

We reported that we believed that im­
provements were needed in program manage­
ment, administrative records, and financial
controls to ensUre m(ne effective prol!f3m ad­
ministf'dtion. The records and dala available
were, in our opinion. insufficiently compre­
hensive and reliable for measuring Ihe exlenl
Ihal operalions in Ihe soulheasl area had suc­
cessfully and efficiently achieved Iheir objec­
lives. (8-158523, December 14, 1967)

4. ELIGIBILITY FOR POVERTY
PROGRAMS·-Our review of Ihe Communily
Action Prolfam (CAP) in Ihe Los Angeles
area showed Ihal, allhough eligibility of per­
sons to be served was generally in accordance
with the Office of Economic Opporlunily
(OEO) requirements. Ihese requiremenls had
nol been sufficiently refined 10 ensure Ihal
those persons most in neeo" or'a~,;dlit~l'ilce Were'
being helped.

The Economic Opporlunity Acl of
1964, as amended, does nol slipulale specific
eligibililY crileria wilh regard 10 Ihose who
may be served by CAP. Allhough the act
clearly directs its benefits to low-income indi­
viduals and families, the definilion of low in­
come is left to delerminalion by OEO.

The eligibility criteria issued by OEO in
its CAP Guide are also general in nature. The
Guide slates in part, thai (a) a CAP must
focus on the needs of low-income families and
individuals and that agencies applying for
CAPs may have considerable flexibility in de·
termining which families and individuals are
to be assisted, (b) where the nature of the
program activity requires administration by
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areas or groups, services and assistance shall
be made available only in areas and for Ifoups
which have a biSh incidence of poverly, and
(c) in determining the incidence and location
of poverty in the communily, Ihe number and
proportion of low·income families, particu­
larly those with children, shall, be given signifi­
cant weiSht.

In the absence of specific OEO criteria
for determining the eligibility of participanls
in' most programs, the Economic and Youlh
Opporlunities Agency of Greater Los Angeles
and its delegate agencies established their own
standards.

In a report to the Congress. we expressed
the view that, on the basis of its nationwide
experience. OEO should strive, and should en­
courage grdntccs, to develop more refined
techniques for identifying the most needy
through the application of meaningful indica­
tors or criteria of eligibility weighted accord­
ing to their relative importance in achieving
the objectives of the CAP.

We further suggested that. although cer­
tain social and motivational accomplishments
were among the objectives of the poverty pro­
gram, the lifting of people from relief rolls to
a self-~u\~0tfJll~1J~wcl was on~ 'of the, p,ara­
mount objeC'civcs and that, therefore. people
receiving assistance from public or private
agencies as the sole or major source of their
support should be accorded the top eligibility
rating.

OEO advised us that it did not concur in
our suggestions and stated several reasons why
income had not been used as a governing or
predominant eligibility criterion in all pro­
grams. Subsequently. after considering our
findings and suggestions based on reviews in
two other cities, OEO advised us that it
planned to study Ihe feasibility of developing
more refined techniques for identifying the
most needy by assigning weights to the vari­
ous indicators or criteria of eligibility.
(B-162865,March 11,1968)



5. CLAIMS FOR INDIRECT COSTS
··Our r~view of the Community Action Pro·
gram «('AP) in the Los Angeles, California,
area showed that the Office of Economic Op­
portunity (OEO), directly and through its
contract with th~ Economic and Youth Op­
portunities Agency of Greater Los Angeles
(EYOA). W..IS reimbursing the Los Angeles
Unified School District (city schools) about
$265,000 more than the allowable indirect
costs incurred for administration. lTIuintt-:­
nance. and operation of school facilities used
in the ('AP.

As a result of our hringing Ihis matter to
their attention in June and July 1966, city
schools and EYOA adjusted the prior claims
and took action to rcdw'c subsequent claims
that would be made for reimbursement of in­
direct costs In connection with prognuns that
were under way or for whkh funds had bt:cn
requested. On the oosis of projections. the n:­
ductiol1s amount to about $347,600 for these
subsequent claims.

Also, OED and EYOA were aC:l'epting in
the diJim of the city schools, as th~ 11011­

Fedaal share of progrum l'ostS, approxi­
mately S 132.000 more than the indircct costs
incurred.

Actual and potential Qvcrl'harges of
abollt S612,600 for rei:'nb~rscmcnt and
$132,000 for the non-Federal share occurred
bt:cause the claim of city schools was com­
puted as a pro rata sh.ue of the total indirect
costs incurred in its operation of cduciJtion
programs rather than on the basis of the in­
cremental costs incurred in the operation of
the programs financed by OEO.

In vit:w of the monetary sigl1ifil.::ancl; t')f
indirect cost claims, we recommended in a re­
port issued to the Congress in March 1968
that the Dip'ctor, OED, establish as a condi­
tion for all future grants that the bases of
daims for indirect costs be approved before
claims for slich costs are provisionally allowed
and reimbursed, In addition, we recom­
mt:nded that instructions be issued to all re­
gional offices to carefully consider in their nc-
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gotiations of community aclion gra,,'" and in
their audits of such gr.nts Ihe reasonab~ness

and propriety of the bases '" which iiidirecl
costs are budgeted and planned by Ihe com­
munity action agencies for reimbursement or
as a non-Federal share. (8-162865" March II,
1968)

6. PlANNIt\lG AND MANAl;ING
PROGRAM OPERATlONS··Jn May 1968, we
reported 10 the Congress that our seleclive re­
.iew of program operations of lhe Office of
Economic Opporlunity-funded Communily
Action Program (CAP) in Chicago, Illinois,
identified several areas of activity which, in
our opinion, had not been given Ihe :lUention
that their significance warr'anled, HarlicuJarly
during the first 12 to Iil months of program
operations. Wt; bdieved that, as a- cOllSe­
quence, the effectiveness of the program had
been lessened during that period and probably
for some time thereafter.

These situations were undoubtedly at­
tributable, in part, to the organizalional and
operational probltms that wert inherent in
getting a new progr.lm under way, although
some of these areas of activity were rec­
ognized in developing Ihe funelional plan of
the Chicago Committee on Urban Oppor­
tunity «('CVO) and its field offices-urban
progress centers. .

An adull employment progr-.m rec­
ognized by CCVO as needed was not eSlab­
Iished at the outset of Ihe CAP and, as a re­
sull, .was nol available in designaled poverly
areas until 2 10 6 months after CCUO opened
its neighborhood centers. Subsequent events
indicate that some applicants for employment
could not then be located.

Assignment and ulilization of program
representatives wen: not adequately moni­
tored, and, consequently, Ihey were as.<igned
to non-productive, make-work projects or
otherwise nol used for Ihe purposes for which
they were employed.

Neighborhood centers and delegate agen-



cies oper.ting in the same neighborhoo<ls ditl
not bring j!1b applicants and job ope.Jlings to­
~ther. al.t~ugh required· to, and did not ap­
pear to have,allceffective clOS.NefeO'al system.

CCUQ ~id not adequately evaluate the
prOgram perfo: llIanee of delegate agencies
from early 1965 to March 31. 1966, for
which. period the delegate agencies reported
expenditures of 53.2 miilion, and Ihe agencies
were requesling S6.1 million for the 9 months
beginning April, 1,1966. The CCUO executive
cOmmittee look note of this situation and
conditioned ils approval upon the taking of
certain actions by CCUO. CCUO has taken
steps to correct these deficiencies. (8-163595,
May 20, 1968)

7. NON,-FEDE·RAL CONTRJBU-
Tll!l!I$-,The i;'cofu,i1iic'oPporlunity Act pro­
vides thai 'Federal assislance to a Community
Action !'rogram (CAP) grantce not exceed 90
percent of its total program cost for the
period ende<l JUlie 30, 1967, and 80 percent
thereafter, unles.s the Director. Omce of Eco­
nomic Opportunity (OEO), <Ietermines that
assistance in excess of such percentages is rc·
qui red. The non-Federal contributions offered
as a grante~'s share of the cost may be in cash
or in kind, fairly evaluated and including-bul
not limited to-plant, equipment. ami services.
The grantee contribulions had to be in addi­
tion to the aggregate cash and in-kind con­
tributions made from non-Federal sources for
the same or similar purposes prior to the ex·
tent ion of Federal assistance.

In March 1968, we reported 10 Ihe
Congress on our review of the CAP in Los
Angeles, California. We stated that our review
of non-Federal contributions with respect to
selected programs evidenced certain problems
relating to the recording c l 'Jntributions. the
reasonableness or valuations for contributed
space. and the reasonableness of daims for
indirecl costs. Thesc problems prevented us
from arriving at a conclusion as to whether
the community was complying with the legis­
lative requirement for non·Federal contribu­
tions.
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lbe valuations placed on space con­
tributed by the community and used in cer­
tain programs varied considerably and in some
cases appeared to be excessive when com­
pared with olher criteria. The problems relat­
ing to space valuations were in <a) educational
programs op~rating in schools, (b) a recre­
ational and cultural program for teen-agers,
and (e) an employment program for poverty
area adults.•nd were attributable, in part, to
the need for OEO guidance.

For example, in the educatiomll pro­
grams we found wide variances in the values
assigned to classroom space that were due to
the use of different methods of valuating
classroom space by each of lhe educational
organizations.

We reviewed the f3ctors used and the
method applied by the Los Angeles Unified
School Districl (city schools) in arriving at the
valuations of contributed space. In our opin­
ion, certain information which should have
been considered was not considered in city
schools' computations. Use of this infomla­
tion would have resulted in lower rates. For
example. the computations were based on a
20lHlay school year: whereas, inclusion of the
days Ihal the community action educational
programs operated in the summer and on Sat­
urdays during the regular school year would
increase the number of days 10 about 270.
Furlher, the calculations for junior high
schools did not consider an appropriate reduc­
lion to provide for the 3ge or the school
building, although such a reduction W3S made
in the calculations for elementary school
buildings.

In response to our proposals regarding
the need for guidelines, OEO advised us that
the Economic and Youth Opportunities
Agency or Greater Los Angeles had prepared
and distributed to delegate agencies-public
and private nonprofit subcontractors-a man­
ual providing for contributed space to be
valued al fair 1Jl3rket value and for supporting
documentalion to be furnished 3nd that the
recording of non-Federal contributions was
proceeding systematically on a monthly basis.
In essence, OEO stated that, although it had



recognized the need for guidelines for evaluat­
ing space costs, the different circumstances
encountered made it difficult to establish firm
standards. OEO stated also that it intended to
study this problem area with the objective of
issuing standards. (8-162865. March 1 J.
19(8)

8. NON·FEDERAL CONTRIBU-
TIONS..ln April 1968. we reported to the
Congress on our review of the Community
Action Program (CAP) in Detroit. Michigan.
We stated that the value assigned by the De­
troit Board of Education to donuted class­
room space. which was to be counted toward
the Mayor's Commitke for Human Resources
Development tMCHRoD) non-Federal share of
program costs, induded charges for days or
period during which the space had not been
used or reserved for CAP projects.

The Detroit Board of Education, as a
delegate agency of MCHRD. was required by
its contrad with MCHRD to contrihute
$368.100 as its share of the CAP's costs for
the period November 24. 1964, through Sep­
tember 22. 1965. The major portion of the
board's planned contribution comprised
rental charges for classroom space used on a
parttime basis for CAP projects.

On October 5, 1965. the board pre­
sented a tentative non~Fcderal-share claim
amounting to 5777,470. of which $724,820
was for schoolroom rental and $52,650 was
for janitorial services for the period of its con­
trad. On the basis of our review of the claim
for 5342,160 of the 5724.820 valuation for
room rental, we believed that about $71,855
would have been a more reasonable estimate
of the rental value of the rooms.

For example. for one school the board's
computation was based on the usc of 12
rooms during a 7-month period for a total of
2,184 room-days at the rate of 55 a day for a
total room rental of 5I0,920. The rental value
was not reduced for d~:~ ~ or for extended
periods during the 7 months when rooms had
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not been reserved for CAP projects. The
board's records for these 12 roOnts showed
that usc permits, which authorized a request­
ing organization to use designated rooms at
specific hQurs and dates, had been issued for
CAP projects for a combined total use of only
319 room-days during the 7-month period. At·
the rate of $5 a day, the rental value of the
319 room-days would have been SI ,595
rather than the $10,920 computed by th~

board. "

"OEO concurred in our proposal to estab­
lish additional guidelines relative to the valua­
tion of in·kind contributions of space and ad­
vised us that it would undertake an in-depth
study of the problems with the objective of
promulgating standards.

We recommended that OBO revalue past
and present claims for in-kind contributions
submitted by MCHR D and then determine
whether there had been compliance with
non-Federal-share requirements of the Eco­
nomic Opportunity Act. (8-163277, April 10,
1968)

9. NON-FEDERAL CONTRIBU·
TlONS·-ln May 1968, we reported to the
Congress on our review of the Community
Action Program (CAP) in Chicago, Illinois.
During our TCview, we sclected for examina­
tion non-Federal contributions totaling
51.688.679, or about 80 percent of the
52,091,887, which represented all the con­
tributions reported by the Chicago Commit­
tee 011 Urban Opportunity (CCUO) organiza­
tional units and about 53 percent of those
reported by delegat,e agencies.

On the basis of our review. we calculated
that non-Federal contributions, totaling about
$1,296,075 of the 51.688,679, examined
were of questionable allowability for the fol­
lowing reasons:

--$752.316 was incurred for urban
renewal programs not directly re­
lated to CAP.



··$118,262 was budgeted for CAP
activities but was not actually
spent.

··$168.210 in CAP expenditures
was no' acceptable as contribu­
tions.

··$1,296 was for an item of service
inadvertently claimed twice.

··$122,402 was claimed as contribu­
tions of space tor which adequate
valuation criteria had not been es­
tablished.

--$ 110.142 of indirect costs were
for supportive services provided
by delegate agencies that failed to
dem pnstrate that the amounts
claimed were additional costs in­
curred because or CAP activilies.

--$23.447 was for volunteer worker
services not adequately doeu­
lOen led 10 show what services
were actualty rendered or how
they were rela(ed 10 CAP activi­
ties.

Ir all ilems in question were disallowed,
Ihe allowable conlributions would be
$795,812 ($2.091.887 minus $1,296,075), or
$298,451 less than the firsl-year requirements
or $1,094,263.

OEO advised us Ihat certain aclions had
been or would be taken to accomplish the
purposes of our proposals concerning valua­
tion of spa{,;c. documentation of volunteer ser­
vices, and indirect costs. We recommended
Ihal OEO pursue these actions 10 compielion
and. Iherearter. Ihrough its audit and program
review operations, give specific attention to
evaluating Ihe implemenlalion or Ihese ac­
lions by CCUO and other community aclion
grantees. (8-163595. May 20,1968)

10. ,0' R ECTlDN AND CONTROL
OVER PROJECTS··ln April 1968. we re­
ported 10 Ihe Congress on our review or Ihe
Community Action Program. Detroil, Mich­
igan. thai Ihe Omce of Economic Oppor·
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tunity (OEO) ·had permilled agreemenls be·
tween the Mayor's Committee for Human Re­
sources Developmenl (MCHRD) and its dele­
gale agencies-which carry out educational
projects-providing Ihat Ihe delegale agencies
indt'pendently formulate, manage, and evalu­
ale their projects. Apparently because of
Ihose agreemenls. concerted eITorts by the
agencies to coordinate their aclivilies had not
been made and errorls by OEO 10 improve
coord inalion had nol been errective.

Allhough in many cases Ihe Delroil
Board or Education (board) and tbe Calholic
Archdiocese of Delroil carried out the same
proV4ms, c:ach had its own administrative
starr r", each program wilh resullanl
duplication r administrative effort and cost.
Employee', :. MCHRD and Ihe board can·
vassed the sam..' neighborhoods to advertise
their projects and to recruit participants.

Omcials of Ihe board's schools estab­
lished their own policies and procedures relal­
iog to classes. with the result that there were
wide variations in the subjects. titles. and sizes
of classes. In our opinion, these variations
hampered evaluation of the classes as to the
nature of class subjecls in relation to the ob-·
jcctivcs of the cducalional projects and as to
the el~onomy of operating costs.

We concluded thai the conditions which
we found had a common characteristic in that
they pointed to the need for closer coordina­
tion among the local agencies having respon~

sibility for the educational projects and for
morc vigorolls tlttcntion by OEO to thl:: coor­
dinating features of these projects.

OEO concurred in our proposals Ihat (a)
Ihe relationship between MCHRD and ils del­
egale agencies should be modified to give
MCHRD clear authority 10 prescribe require­
Inl::nts for its delegate agencies to ensuTC that
all at.:tivitics for which MCHRD has overall re~

sponsibilily arc erfcctivcly coordinated. (b)
OEO obtain and evaluate the evidence on
which separate administmtive staffs for the
board and Ihe Archdiocese are juslified, (c)
OEO direct MCHRD to lake the leadership in
consolidating l'anvassing activities. and (d)



·JEO am"ge with MCHRD for developing
•vith its delegate agencies appropriate stan­
dards for class subjects. litles. and sizes and
procedures uncJer which attendance reports
will identify dass subj~cts and sizes and grade
levels of dass participants. (B-t63~37. April
10. I96Hl

11. REPORTS ON PARTICIPATION
IN ACTIVIT1ES··(n reports to the Congress in
March, April. and May 1968,011 our reviews
of CommunHy Action Progrdll1s in Los Ange­
les, California: Chicago, Illinois: and Detroit.
Michigan. we st:'lted that. although the Office
of Economic Opportunity (OED) required
grantees to submit statistical reports on per­
sons partidpating in Community Adion
Program r[AP) activities. til" information
being reporkd was ini.lccufnlc and misleading.
For example. in our report on the C'hkago
CAP we stated th<.lL at the urban progress l:cn·
krs (UPC). pllrticipation W.IS me.lsured by the
number of ~ont;Jcts with persons and families
coming: to the c~ntcr or elsewht:rc. Each con­
tOld was counted and reported to OEO reg'IffJ­
less of whether thl: same person or fumily W;lS

contackd. At onc Up(' a l..:ount of the number
of differenl pcr~ons contadcd wa~ signifj·
cantly kss than a ,,:ollill of th~ number of
l"ontads made. The t:cnters l..:ountcd persons
visiting deh.:g.ate agcncies hOllSl.'d in the center.
und the delegate agencies <1lso counted .lnd
reported tht.·sc c.:ontacts.

OED acknowlcdg~d the need for dOSl.'f

attention to statistical reporting and. in July
1967. isslled a manual to all grantees for re·
porting program 31.:tivities .lOd jl<lrtidpation of
persons in such progr.ulls.( 8-162865. March
II, 19M; B-163~.17. April 10, 1968; "nd
B-163595. May 20. I<JhH)

12. RECRUITING ANO SCREENING
APPLICANTs··Jn a report issued in February
I<)68 on our review of the establishment and
operation of the 51. Petersburg Job Corps
Center for Womon. 51. Petersburg, Florida,
Ortice of Economic Opportunity (OED), we
poinred oul that tho Center had a high per-
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centage of corpswomen who lerminated wi$h­
out compleling one of Ihe available Ir",J!i.iIf.
programs. On the basis of our review, ilapo
peared thaI Ihis hish percental" millll Iia~

been attribulable, in part, 10 tile assiIiilOeril·
to Ihe Center of corpswomen who apparently
had problems which Ihe Cenler was nol
geared to solve.

Corpswomen who drop oul receive only
minimum benefits from the program. Also, a
high percentage of early lerminations and seri­
ous disciplinary problems increase lhe cost of
opcmting a center.

Usually, we found thaI lhe possible
causes for an individual corpswomen~s failure
to complete her trdining were many, deep..
rooted, and complex. The more frequenl of
these causes were generally caleaotiied as (a)
emotional problems and immalllrily, (b) lack
of motivalion, alld (c) family influence. In
some cases. all of these causes were present; in
many cases, the causes never became known.

II appeared reasonable 10 expecl Ihal.
with continued experience, OED and I"" con­
tractors who operated the center> 1Y0uld de­
velol' further capability in <lealina with prob­
lems of lenuinalions and' disc1pli-ne. In our
draft report we sUllllested that Ihese problems
might be partially obvialed by prevenlive
measures in the form of mote intensive
screening; closer surveillance by OEO of
sc.::rccning and recruiting functions; careful
analysis in the assi~nmenl of applicants io,the
most suilable cenlers; and timely, unified de­
cisions on mailers of discipline. Accordingly,
we proposed Ihal OEO give ursenl priority 10
posith'e efforts along these lines.

The Director of the Job Corps advised us
that Job Corps had taken action 10 refine and
improve Ihe procedures for screening and as..
signing Job Corps enrollees. Th~se improve·
ments consisted of a n"W policy of reporlina
the inappropriate assignment of corpswomen
to centers; regional and. natiollill meelinll"
held on screening and recruilmenl with OEO,
screening agencies. and center personnel; en·
couragcment of scrt:eners to visit centers to



interview corpswomen to ascertain the corps­
woman's reaction to impressions gained dur­
ing her recruitment; and the development of
informational materials on center programs
for use by the screeners.

We believed that the actions taken by
the Job Corps. as stated by the Director,
should help strengthen the Job Corps pro­
gram. The need for continuous vigilance in
the area of recruiting and screening, however,
was manifested by the opinions of various
educational experts .and others as a result of
their visits to Job Corps centers and camps
during April and May 1967. These opinions,
as summarized by Job Corps in June 1967
and presented to various congressional com­
mittees. were that the recruiting and screening
process needed refinement and overhaul.
(8-130515, February 5.1968)

t3. PROGRAM PLANS AND SYS·
TEM OF TRAINING ..ln a report issued
in May 1968 on our review of activities of the
Job Corps Men's Center at Tongue Point,
Oregon, Office of Economic Opportunity
(OEO), we pointcd out that the program at
the Center was chamcterized by certain fac­
tors that we believed had an unfavomble in­
nuence on the degree to which the goals of
the Job Corps programs were achieved.

No determination was made of t~lc grade
levels (in academic skills-reading, 'writing,
spelling. mathematics) that were required for
the respeclive vocational skills offered by the
Center.

The Center departed in varying degrees
from its detailed plans, apparently to satisfy
individual corpsmen's choices because of its
conception of the Center as an ~ducational

experiment. Courses were giv~n in academic
and vocational subjects that were neither in­
cluded in the detailed plans nor approved by
OEO and for which specific progmms of in­
struction had not been developed and em­
ployment opportunities had not been ex­
plored.

Center officials informed us that tests
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had not been given to incoming corpsmen to
assess their technical skills and social adjust­
ment and that aptitude tests had be,," given
only to certain individuals; further, that tests
had not been given to corpsmen at the con­
clusion of their training to ascertain the ex­
tent of improvement in academic skills or the
level of vocational skills which they had ac­
quired.Also, the Center did not know whether
graduated corpsmen had obtained employ­
ment in the areas of their vocational training
or whether the graduates were successful in
retaining the jobs they had obtained. As a
result, the Center did not know whether its
training program was effective in achieving
the principal objeclive of the Center-to pre­
pare corpsmen for useful employment.

In view of the primary mission of the
Job Corps (to qualify young men and women
for productive employment), of the fact that
essenthilly the same types of enrollees were
trained at all centers. and of the more than 2
years' Job Corps experience by OEO. we ex­
pre&,ed the belief that an orderly system of
training for specific vocations was not only
feasible bnt also important to the accomplish­
ment of program goals at minimum
cost. Therefore, we proposed that OEO

-e~:;{abtlsh a required level of aca­
demic training for entry into all
vocational courses,

--develop and administer tests to all
enrollees to assess their capabili­
ties and require appropriate evalu­
ations of enrollees' progress,

--8f.1prove contractor deviations
from the established academic and
vocational curricula,

--reassign to other centers or pro­
grams enrollees who manifest no
interest in or aptitude for the vo­
cational training offered at the as­
signed center, and

--provide more etfeclive monitoring
of center operations.
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In January 1968, OEO advised the Bu- I,

reau of the Budget that educational, voca­
tionul, avocational, counseling, and work-ex­
perienee activities would be struclun,d in such
a way as to provide a minimum of a 6().hour
week at all men's ""nters. (8-161076, Novem-
ber 8, 1967)

We wert' advised th~t the basic principle
that had been applied to the Tongue Point
Center was that maximum tlexibility in pro­
gram operations would be allowed. According
to OEO, thaI concept has now changed and
important steps in developing some form at
standardization in curriculum, reporting, dis­
cipline, and placement hav~ been h'ken. OEO
stated that. in the main. it had concurred in
our proposals and had taken implementing ac­
tions. (B-1.10515. May J. 1%8)

study, institute a uniform time schedule for
all men's centers.

.'

..
"

14. HOURS OF TRAINING·-In a re­
port issued in November 1967 on our review
of selected program ar:tivities or the Office of
Economic Opportunity ,OEm at the Parks
Joh Corps Centt:r. Pleasanton. California. we
suggested that time in the Center's training
day might b... bdtcr utilized.

For tht: lypk;.11 l:orpsman al the Parks
Center, the ~chedliled dassroolll ;'ll1d labonl­
tory time consislcd or ~II! hours eadl for basic
edw:alional training and vocational training
for a total of 5 hours a day. S days a week.
These das~s were gt:llcrally conducted bt:­
Iween 8 a.m. and 10:30 a.m .. iJnd bctwe~n I
p.m. and 3:30 p.m .. with a break within each
period.

Considering that homework was not re­
quired and that the t:orpsmen wcre rt:sidcnt at
the Center, It seemcd that. notwithstanding
counseling, physical education. and work­
exp~Tience activities. the corpsmen had COIl­
siderable free time each day and on Saturdays
and Sundays. We believed that it would be to
the benefit of lhe corpsmen and to OEO if
the educational and vocational training could
have been increased beyond the 5 hours a
day. We noted that the schedule at other
men's centers ranged from 5 to 6'12 hours a
day for vocalional and basic education train­
ing.

Since i.l1I centers scrve essentially the
same type.1i of corpsmen. il seemed that the
training schedule should be uniform for all
centers and that either the S-hour schedule
at the Parks Center was too short or the
schedules ill the other centers were too long.
We therefore, recommended that OEO make a
study to determine wh~lt a reasonable daily
schedule of educational and/or vocational
training should be and. on the basis of this
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15. COUNSELING DATA··ln a report
issued in November 1967 on our reviewal'
selected program activities of the Office of
Economic Opportunity (OEO) at the Parks
Job Corps Center, Pleasanton, California, we
stated that the Center genelally had no stan·
dard procedure for dealing with behavioral
problems of specifIC corpsmen but that coun­
selors were expected to assess each individual
case and to determine an appropriate course
of action. Tbe records maintained for indio
vidual corpsmen in the counseling section of·
fices varied a~ to L.-ompletertess, and it was
orten impossible to determine wbat steps had
been taken by the cOII",,,,lors in regard to ,
problems encount~rcd.

Subsequent to our review, a correction
system w"s developed by the Center setting
forth the sanctions, jurisdiction, and forms to
be filled out for specified types of misbe­
h"vior. In addition, OEO reported in July
1967 lhat the Center had recently levised a
guide for counselors that set out the require- ~
menls and functions of the cOllnS4!lor and de­
scribed the relationship which he must
achieve with the individual corpsman. OEO
also noted that u... clearly a counselor's
most important role is not making notes of
actions taken against corpsmen y but in nurtur­
ing the progress of corpsmen,"

We expressed the belief t,hat complete
records of counseUng actions taken appeared
to be necessary to enable tbe Center to deter­
mine the Iype of actiolls which proved to be I
Ihe most effective in counseling and to permit
one counselor to benefit from the experience
gained by another. We also believed thaI rea­
sonably complele rec'ords would s.,emingly he
of great ,"alue ill providing c-onlinuity of trcat­
mcnt to a corpsman in those inst.lnces when,



for one reason or another, a counselor would
become ,disassociated from the program. We
therefote,. recommended that the Job Corps
ro;~iew' ilie implementation of tlie Center's
"Correction Syste"," to ensure that the sys­
tem was providing reasonably complete data
in the counseling area.

In January 1968, OEO adv,ised the Bu­
reau of the Budget that the Job Corps Proj~ct

Manager assigned at the Center had' been di­
rected "to inaintain a continuing review of
corps'"en tiles to ensure that appropriate doc­
umentation was being required, and that ade­
quate reciprocal information between coun­
selors was accessible. (B-161076, November 8,
1967)

16. STANDARDS OF CONOUCT··ln a
November 1967 'report to the Congress 011 our
review of selected program activities of the
Office of Economic Opportunity (OEm at
the Parks Job Corps Center, Pleasanton, Cali­
fornia, we expressed the belief that the area
of corpsman cOllduct was an especially critical
area, sillce a basic objective of the Job Corps
program was to prepare corpsmen for employ­
ment ~nd' since a number of former corpsmen

o had been dismissed from jobs for poor at­
tendance or other disciplinary reasons.

We stated that a corpsman should know
the standards of expected conduct and what
the penalties are for infractions and that a
corpsman's failure to comply with reasonable
standards of allendance and behavior should
result in appropriate reduction of pay and al­
lowances.

At the time of our review, Center-wide
standards and procedures to provide a uni·
form application of penalties for improper be­
havior had not been established. For example,
the Center had not established a standard For
an unexcused absence from class and did not
withhold pay and allowances unless the indi­
vidual had been classed as absent without
leave (AWOL). Infractions, such as class ab­
senteeism, might be judged by the various
corpsmen groups in donnitories, and the pen-
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atties assessed, such as minor fines or restrlc­
tiOIlS, could vary among groups,

If a corpsman stayed at the Center more
than 90 days, he WOlll~ have been paid, in
ad~ition to basic pay (ranging from $30 to
S50 a month), a readjustment allowance
based on his length of stay. This readjustment
allowance could have raneed From $75 to
$150 For 90 'days to $60li to $1,200 for 2
years, depending on whether he sent an allot·
ment home.

We did not consider it reasonable for this
type of allowance to be paid to corpsmen
who did not make serious allempts to pro­
gress through the program. We therefllre rec­
ommended that OEO adopt a policy whereby
appropriate reductions in the corpsmen's
monthly salaries and readjustment allowallces
would be made in those instances where the
corpsmen's conduct and attendance were not
satisfactory.

In January 1968, OEO advised the Bu­
reau of the Budget that corpsmen were being
terminated from the Job Corps if they were
AWOL for 15 cumulative days, rather than
the previous 30 cOllsecutive days, and that the
corpsmen were being fined for each day they
were AWOL. In addition, the corpsmen's reo
adjustment allowances would be payable only
if they remained in the program for more
than 90 days and would be reduced by S25
for each month they remained less than 180
days. Further, the Center Directors have been
given authority to discharge or fine corpsmen
For class absenteeism or for behavior which is
considered disruptive to Center or class dis­
cipline. (B·161076, November 8, 1967)

17. FINANCIAL AUOITS··ln reports
to the Congress on our reviews of Community
Action Programs in Los Angeles, California;
Detroit, Michigan; and Chicago, Illinois, we
stated that the Office of Economic Oppor­
tunity (OEO) audits were generally restricted
to financial and administrative matters.

The OEO Community Action Program



Guide provides that periodil..' audits of grants
be made by Ft'deral auditors to determine
whether OEO funds have been expended ef­
fcdivcly. prudenlly..and in accordance wiLh
the approved application and OED regula~

tions. The guide also prescribes that the audits
include reviews of thl' grantees' accounting
systems to m'.lkc certain that <Jdcquatc
inkrllal controls and records are being
maintained. Further. th\.' guide requires tlHlt
grantees ensure that periodic audits arc made
of each delegate i.lgency.

As an example, in our report on the
progrums in the Los Angele .. arci.l. we stated
that Wl' hdiewd that th\.' \,al(l(: of OEO audits
would he greatly cull.mced if they wen~

brondened to enc.:ompass ccrt.lin clements of
progr;:lIn adivitics. such as digihility, non.
Federnl contrihul iOlls. i.lIHl Jl1anag~mcnt as­
peds of individual rrojCl,:ts. In our report. we
suggeskd that. in planning for futurl' ;'llIdits.
OEO give \.'ollsidcratioll to I.'Xp'lI1SiOll along
the lines indkal\.'d above.

Act of 1950, as amended (31 U.S.c. 66a(c»,
requlfes Federal agencies to adopt an accrual
basis of accounting. On an accrual basis aC­
crued receivables and payables are recogillzed
In the current accounting period even tliouslr
a cash collection or disbursement has not
been made. The present system of OEO·is pri-
marIly one of obligation and expenditure ac- J
counting., bul it is in the early slages of !
conversIOn to accrual ac(.'Ounting. ~

It appears that, at such time as oEO con­
v~rts to the accrual basis of accountins', the
dIfferences among the requirements for the
accounting systems of OEO and its grantees
and delegate agencies will lead to complica­
lions in Ihe interpretation of grantee financial
inforllltitiOIl and in its intei,'ration into OEO
uccollnts.

We belicved that, to resolve this problem
OEO musl provide gr.nt... with clear instruc­
tions fOf ascertaining and including accrued
ilems in Iheir reports to OEO.

OEO advised us that such instructions
were Ihen the subjecl of study and develOp­
ment and that revised procedures and forms
were being developed to cope with the prob­
'em of integrolting grantee financial informa".
tion into OED accounts. We will continue to ';"
coOperJlc with 1 and offer as.'iistance to OED. ,
111 these matters.

In responding to our t1r~lrt reports, OED
stated, in l;'ss~nn~, Ih'lt it 100cked the Ilcc.:cssary
auditing ll1anpow~r to provide th~ desirahle
"ullit cowwge of grantees bllt th~lt. us ~ddi­

tional m:.mpowt.'r hl'l:ull1c 'lvuilable. OED
would dired its t'tTOrlS more toward program
and sclt..'dcd managemenf areas. (B~161X65

March II. I96H: B-162237. April 10. 1968:
and B-1635'15. May 20. I'!6X)

18. ACCOUNTING AND FINANCIAL
REPORTlNG--ln u report to the Congress in
Apr.iI 1968 on our review of the Community
ActIOn ProgrJrn in Dl'troiL Michigan. We
stated that the Mayor's roulll.:il for Human
Resource Dewlopnn~nt fMCHRO) had rc·
ported its cash transm:tions to the Offke or
Economic Opportunity (OEO) but not its ac­
crued receIvables and payables because. as
permitted by OEO guidelines, its iJl:counts
were set up to furnish information only 011

cash transactions in ac.:cordallcc with the ae.
counting system of the city of Detroit.

TIle Budget and Accounting Procedures
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Guidelines issued by OEO in February
1965 rL,<!uired Ihat a private, nonprol1t orga­
nizOltion must submit. prior to the rel"eipt of
any granl funds, evidence that it had estab­
lished an accounting system which in the
opinion of a l-ertirted public account~nt or a
duly registered public aCl"Ountanl, was ade.
quate to meet Ihe purposes of the grant. The
guidelines placed on a community action
agency (grantee) the responsibility for ensur­
ing Ihat delegate agencies adopled adequate
accounting systems.

We reported that the Archdiocese of De­
troit received contracts from MCHRD for
liseal year 1965 and 1966 projects. On June
10, 1966, a certified public ac<'Ounling firm.

I
I



in a report on an au4il. for fi",a1- ye:Jt 1965,
~led, lhal lhe atel1!li!>cese's acrountiJli- pro­
cedute~ ...,re,nol adequate dUrl",'lhe'period
Ill' af!<;lfd sa.fi!i.f~l:lory aCCO\lnll1ll ierords and
Ih!l~, ~, a tesi!I.I, lhe fmil was uilable 10 ex­

.pr~, an.opiijign, on'lhe summary of recorded
incOine"and'ex~ildilures for the period,

In, v!~w "! the queslioned adequacy, of
Ihe arch~oocese s accouJ)tin. syslem, we asked
MCH~~' OfficialS whether l/iey had oblained
a certif~li<)n of ail adequale accounting
sysleinfrom Ihe archdi~¢se. The Officials
f"riIished acertificalion from a certified pub­
Ii~ a~Q"l\tanl daled Septemller 12, 1966,
which, lhey slaled, was the finl certification
received.

OEO advised us in August 1%7 that
MCHRD, and the Detroit city controller's of­
fice had been apprised of their responsibililies
in, re..,ello deleple agency compliance Wilh
OEO requiremenlS and thaI follow-up action
woul4 he taken by OEO. (8·163237, April
11,1967)

1•• AflAlVSIS OF PROGRAM BUD.
GETS··ln March 1%8, we reported to the
Congress on our review of Ihe Community
Action Program (CAP) in Los Angeles, Cali­
fornia. We slaled Ihal the bUdgels, submitted
by the Economic and Youlh Opporlunilies
Agency of Greater Los Angeles (EYOA) and
approved by the Office of Economic Oppor­
lunity (OEO), for certain programs contained
unrealistically high estimates of funds needed.
Since budcots are used by OEO in eslablishing
the amounls of CAP granls, unnecessarily
high budgeIs may delay or preclude the avail­
ability of funds for oIher programs and could
resull in OEO's reporting misleading informa­
lion to the Congress.

One of the responsibilities of OEO in Ihe
CAP is te review and evaluale Ihe budgets for
proposed programs, bul OEO's analyses of
these budgets apparently were not made in
sufficient depth to detect the overestimated
requirements for funds.
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For example, in our review of Ihe budaet
of the Los Aneeles Unified School Dislricl
(city ",hools) for selecled programs funded
under one grant, we found thaI salanes of
teachen had lieen budcoled al Ihe maximum
level of pay although il should have been ap­
parenl al the time the budgel was prepared
and approved that salaries would be paid at
less than Ihe maximum rales.

We compared Ihe budgeled salary rates
wilh Ihe aclual salary rates paid for a 4-week
pay period in January 1966 for the majorily
of Ihe leachers in five of Ihe larger programs.
Our comparison showed Ihat, using Ihe bud·
geted rales, salaries would have amounled 10
$J40,944; whereas, using the actual rales,
salaries amounted 10 $121.016-a difference
of aboul 14 percent. Since city ''''hools used
maximum salary rates to budget $2,058,397
in teacher salaries, application of the 14 per­
cenl to the $2,058,397 amounls to a polen­
lial overstalemenl of $288,175 in teacher
salaries under Ihe granl.

In a siluation such as prevails in the CAP
where needs oulreach available funds, esli­
males beyond reasonable expectancy of reo
quirements resull in reducing Ihe amounl of
funds available for Ihe program in olher com­
munilies. Therefore we recommended Ihal
the Director, OEO, lake such aclion as mighl
be necessary to ensure full compliance wilh
Ihe established controls.

In line wilh our recommendation, OEO
informed us in June 1968 that improved pro­
cedures had been inslalled for communicalion
and for approval of necessary budgelary ad­
juslmenls. Also, OEO has published a new
monlhly granlee financial reporting procedure
to measure expenditures in relation to ap­
proved programs. In addilion 10 providing
these reporls 10 Ihe regional analysIs for Iheir
use in monitoring individual grantees, OEO is
developing a compulerized program for com­
piling and screening these reporls and printing
exception reports singling oul Ihose grantees



whose expenditure ratcs indicate possible
budget-rola ted problems. (B-162865, March
II. 1968)

20. CASH ADVANCES ON GRANTS

--In March I%8, we reportcd to the Congress
on our review of the Community Action Pro­
gram ICAP) in Los Angeles. California. We
stated that funds were being maintained by
the Economic and Youth Opportunities
Agency of Greater Los Angeles (EYOA) and
certain dekgate agencies in umounts which
appeared to be in excess uf their cash needs
because the agendc:s wc:re not following Of­
fice of Economic Opportunity IOEO) cash
withdraw'll guidelines.

We poinh.'d out tl1:.1t by ensuring that the
advancc:d funds were at the minimum levels
required for I.'ash needs. OEO could assist in
lowering puhlk borrowing and reduce related
interest costs.

The Trt!<lsury Departmt!nt requires all
Federal agem:ies administering grant and con­
tract programs to make payment to grantees
and contractors by a letter--of-credit proce­
dure to the maximum extent possible. Under
this procedure OEO establishes a line of credit
through the Federal Reserve System against
which the gnlOtec l:an draw CJsh for deposit
in its commerdal bunk account.

OEO's ('AP Guide. dated June 1965, in­
structs <I grantee (a) to withdraw Federal
funds only as needed and (b) to make ac­
curate detcnninations of the additiona! olsh it
will need for op~rations in the next period.
The guiddines permit a contingency fund of
nol more Ihun I0 p~rcent of ;mticipatcd ex­
penses for the opemting period. In the case of
EYOA, the guidelines permitted semimonthly
withdrawals to cover its cash needs.

In November 1965, OEO issued a
m~mordndllm stuting that one of the principal
problem areas revealed in audits of CAP
grants concerned grantees' premature with­
drawal of funds. In this memorandum, grant-
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ees were instructed to avoid holding e"ccssive
cash on hand.

Our review indicaled Ihat al Jurie 3JI;
1966, EYOA had excess cash advanceS
amounling to about $2.6 million. We wtre'~~~
vised by the Chief of the Generiil Acro\niilrii
Section, EYOA, Ihat EYOA pQIi~y waS'~i<i
maintain a cash b.lance of 52.5 ritillion',
rather than to make fullu"" of Ihe proced~i'es
in the OEO guidelines which required an ;iC­
curate delermina'tion of cash needs,

We advised OEO that it appeared to us
that OEO did not I11Onilor Ihe cash balances
hcld by EYOA and the delegate agencies, to
keep balances reasonably in line wilh proxi­
mate cash needs.

In its reply to our drafl report, OEO
conceded the presence of somewhal high cash
balances but attributed the situalion 10 " de­
sire to be prcpared for any evenluality which
might occur in Ihe semimonthly period for
which cash mighl be obtained. Also, OEO
staled th"l it had advised EYOA tl> improve
its cash budgeting 10 avoid excessive wilh­
drawals in the future.

We believe Ihal OEO has a reS)ll>nsibilily
that requires efforts beyond advising EYOi\.
to improve its cash-budgeting proeedllres. In
ollr report to the COl1gress, we recomm,eg4c=<I
that, to avoid silualions wherein granleeshal!
excessive funds on hand, OEO require grant.
ees to establish cash-budgeting system$'Ihi\t
would provide Ihe needed ptoteetion against
excessive withdrawals of fuuds and IhatOEO
pul into operation conlrol mechanis,lris 10
check on grantee cash withdr.walS and 'oit e.­
penditure levels. We recommended alSo Ihal
Ihe effectiveness of such syslelllS be consid­
ered in future audits by oEO of granl" ac­
livilies. (B-162865, March II, 1968)

21. PROCUREMENT O'F SPACE..ln
May 1968, we reporled' to th.e Corigr~ss on
our review of Ibe CommuQity Action Jirosram
(CAP) in Chicago, lIIirtois, We sla,ted Ihal'lhe
Chicago Committee on Urb;ln Opporlunily
(CCUO), funded by Ihe Office of Econl>mic
Opportunity (OEO), had expen4ed S185,506
for renovaling space in seven buildinp Ie~



to house urban progress centers.

The renovation work consisted mainly of
lightina,. pl"mbina, partition;na, and paintin8­
The nonremovable improvements could be
lost at any tillie, however, because the leases
stipulated that they might be canceled, aen'
crany by either party, upon 30 or 60 days'
notice. in some cases from the effective dates
of the leases and in otilers from staled times
(5 or 6 months) aner the effective dates of
the lea....

This risk was recoanized by CCUO offi·
cials but was considered unavoidable. They
stated that the renovations were necessary to
make the space usable and that the cancena­
tion clause was included in the lease because
of the indefiniteness of Federal funding of
CAP.

In these circumstances it is important
that OEO exercise close surveillance over ex­
penditures for renovation work to ensure, to
Ihe exlent practicable, Ihat such expenditures
are kept wilhin re..",nable limits in recogni·
tion of the possibility Ihatthe grants may nol
be further funded or Ihe leases may be can­
celed.

We recommended that OEO institute
workable procedures for closely monitoring
expenditures for renovation work and require
community action grantees and delegate agen­
cies 10 make every efforl 10 find usable, avail·
able premises thaI would necessitale Ihe leasl
renovation work.

OEO informed us in November 1967
thaI it concurred in Ihis recommendation and
would issue an appropriate directive.
(B-1 63595, May 20, 1968)

22. PURCHASE AND UTILIZATION
OF 'fRAINING MATERIAL AND EQUIP­
MENT·- In a reporl issued in November 1967
on our review of selecled activilies of Ihe Of­
fice of Economic Opportunily (OEO), al Ihe
Parks Job Corps Center. Pleasanlon, Cali­
fornia. we pointed out Ihal the development.
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of appropriale Irainina programs and selection
of trainina material and trainina aids were as­
sianed to the contractor as part of its respon­
sibility to or..nize and operate the Center.
The contraclor, Ihrouah September 1966, had
purchased about SI.5 million worth of train·
ina material and equipment.

Material and equipment purchased by
the contraclor included educational material
costing aboul 5347,000 purchased from one
of the contractor's sister divisions, an audio­
visual educalional system costina about
Sl3,3oo, and an instructional television sys­
tem costing about S185 ,000. We found no
evidence that adeql.ate studies had been made
prior to these acquisitions 10 evaluate the
need for, and suitability of. the material and
equipment or 10 establish how il would be
incorporated into the training program.

We found no evidence also Ihat an anal­
ysis had been made to as..... the advanla..s
and disadvantages of Ihis Iype of training ma­
lerial and equipmenl over olher Iypes which
mighl have been available. II appeared Ihat
OEO officials. in approving Ihese purchases,
had nol evalualed the need fot Ihe malerial
or equipment nor required the contractor to
appropriately justify its proposed procure­
ment.

The material and equipment. by and
large, had not been effeclively utilized, and a
major porlion appeared of queslionable use to
Job Corps corpsmen.

We proposed lhal Job Corps require the
Cenler 10 make a Ihorough analysis of Ihe
cosls of the malerial and equipmenl pur­
chased in rclatiou 10 the benefits altainable
and that, if the analysis did not juslify the use
of Ihe ilems, Ihey be made available to olher
Government activities or. in the case of the
material purchased from the contrdctor's
sister division, returned for credit.

OEO, concurred in the proposal. excepl
for the relurn of malerial for credit. OEO
staled Ihat it had approved Ihe procurement
of Ihis material and that Ihere was no provi.



sion in the contract for its return under such
conditions.

We recommended that. with regard to
similar procurements in the future. OED sat­
isfy itself. prior to approving such procure­
ments, that the equipment and material 3re
suitable for use at th~ centers for which they
are proposed and that, to the extent pidC­
tkable. the costs of such equipment and ma­
terial and of their operations are reasonably
commensurate with the benefits attainable
from their use.

In January 196M. OEO advised the Bu­
reau of the Budget that a listing of all equip­
ment currently purchased by the contractor.
complete with justification. must be submit­
ted to OEC for review and approval by vari­
ous responsible orlicials. Substantially the
same procedure is utilized when any hnge
amount of trdining material is purchased.
(B-161076. Novemb<r H. 19(,7)

23. ACQUISITION OF EXCESS GOV­
ERNMENT PROPERTV·~ln a report issued in
February 1968 on our review of the establish­
ment and operation of SL Petersburg Job
Corps Center for Women. St. Petersburg.
Florida. Office of Economic Opportunity
(OEO). we pointe~ out that OEO had di­
rected shipment of various items of clothing
from excess Government stOl:ks to the Center.
although the items had nol been ordered or
needed.

The Center did not report the items as
being excess to its needs because. according to
C~nter officials. till: st<aff's time had been de­
voted to more urgent matters.

In Ollf Jrdft report we stated that the
acknowledged advant<Jges of using excess
property in lieu of procuring new property
are negated when property is ordered without
regard to the quantity or types of property
needed. Accordingly. we proposed that OEO
(a) give closer attention, in selecting excess
property for use at its Job Corps centers. to
the quantities and types of property needed
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and (b) impress upon the centers the need for
prompt reporting of items in e.~cess of, or not
suitable to, their requirements.

The Director of the Job Corps, in com­
menting on out draft report, pointed out that,
because thc Center was the first women's cen­
ter, some of the problems in estimating the
quantities of, and determinilJll the t\lpes of,
elothing items needed could be attributed to
the lack of any previous experience.
Nevertheless, the Director concurred with our
proposals and stated that for several months
no excess personal property had been de­
livered to a Job Corps center, without prior
inspection and acceptance of Ihe property by
center representatives. He stated also that,
Job Corps personn :, during surveillance visits
to center, continually emphasized the need
for declaring as excess all materials not uti­
lized within the shortest possible time.

We believe Illal Ihe above actions, if
properly implemented, should materially aid
in precluding the recurrence of similar situa­
tions.(B·130515, February 5,1968)

24. USE OF APPRAISALS WHEN AC·
QUIRING LEASED PROPERTy··The Office
of Economic Opportunity (OEO) usually fol­
lows the practice of permitting its contractors
that operate Job Corps centers to lease prop­
erty to be used as women's centers.

In a report issued in February 1968 on
our review of the establishment and operation
of the St. Petersburg Job Corps Center for
Women, Sf. Petersburg. Florida, we pointed
out that neither OEO nor the contraclor had
obtained prior to negotialing the lease an in­
dependent appmisal to establish the fair mar­
kel value of the property to be used as the
center site. It appeared that. if an appraisal
had been obtained, the contraclor would have
been in a better bargaining position to nego­
tiate a lower rental rate, which would have
resulted in savings 10 the Government.

Job Corps advised us that, while policies
and procedures on property acquisition had
been undeveloped at the time the SI. Peters-



bUll Cent~l was established, prQ<.edures were
sUbsequently itnplemented to require that in­
d¢~.nd<;lJt aPllraisals be used in .negotiating
~ We we~ ""vised also that, in I/Jose in­
sll!'!~ w""re applJlisals were not obtained,
OEO,,,,oul~i"Y.a clause in the contract, limit
tejm.bu~rnent· to the con.tractor to an
amo.unt to· be d¢rived on tbe basis of an ap­
praisalrnade ancr the lease was negotiated.

To determine ir. as we had been advised,
OEO was. requirinll center cQntractors to ob­
tain indl'Pe!ld<;nt appraisals prior to. negotiat­
illl'~ temts, for seven other women's cen­
ter sites we examined. the leases entered into
arter we had beel\ informed of the position or
Job Corps on this maUer. We found that, in
two cases, appraisals had nCit been obtained
prior to sig\ling the leases. Also, in these two
cases. the C1a!JSeS referred to by the Director
of the Job Corps had not been incorporated
in the con.tracts and Job Corps contracting
employces could not show us any wriUen in­
structions concerning the obtaining of in­
dePe""ent appraisals or requiring the use of
the .'Ont....,t clause. It seems thai such inshuc­
lions should be in writing and readily acces­
sible to contracling officials.

We did not propose that OEO rely. or
inslruct the conlractors to rely, solely on lhc
appraised value of facililies in negotiating
lease prices. Rather. we proposed thai ap­
praisals be used as guides for judging the rea­
sonableness of Ihe rentals. We believe that ap­
praisals are highly desirable because. under
cost·type contracts. Ihe contractors have little
incentive to negotiate the lowest lease prices
possible and thai OEO should emphasize the
importance of obtaining appraisals by putting
its policy and procedures on this matter in
writing.

In commenting on our suggestion that
consideration be given to the feasibility of
having the cantf'detor for the center approach
Ihe lessor regarding a downward adjuslment
of the rental, the Director informed us that
the Job Corps had reviewed the appraisal in
light of our suggestion and had decided Ihat.
because of the otherwise satisfactory terms of
the lease. it was not appropriate or feasible to
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renegotiate the lease. He stated, however, that
the Job Corps intended to press vigorously for
a rental adjustment when the lease was reo
newed. The fease was never renewed because
the Center was closed. (8-130515, February
5, 1968)

25. IIENTAL IIATES FOil GOVEIIN·
MENT-oWNED HOUSING ..ln a report issued
in May 1968 on our review of activities of the
Job Corps Men's Center, Tongue Point,
Oregon, Office of Economic Opportunity
(OEO), we slated that rental rates for Govern­
ment-owned housing at Tongue Point had not
been established in accordance with Bureau of
the Budget (BOB) Circular No. A-45, Revised,
dated October 31, 1%4.

To obtain some indication or the pos­
sible consequences of not following 90B Cir­
cular A-45, we compared rental rat"s in effect
at the Cenler for two- and three-bedroom
units with rental rates for similar Iype housing
in the adjacent Astoria, Oregon, area. Al­
though our comparison did not consider all
the specific provisions of the Circular, it iudi·
caled thaI. if the average renlal rates for the
private housing were used at the Center,
rental income would increase by approxi­
mately $10,000 a month. or $120,000 a year.

OEO. in commenting on our draft rc­
port. advised IL. that BOB Circular No. A-45 is
normally used as a guide by the Contracling
Officer in approving Ihe rental rates set under
current contracts. However. OEO expressed
the belief that BOB Circular No. A-45 is not
applicable to rents charged at Tongue Point
because the housing is under Ihe control of
the contractor who has the discretion to lise it
or not, and because the public law (Public
law 88-459, approved August 20. 1964),
whieh authorizes the establishment of renlal
policy, as set forth in BOB Circular No. A-45,
and the Circular itself. appear to apply only
where the Government is the direct lessor.

We expressed the opinion that the Cir­
cular was applicable to renlal rates for the
Government-owned housing used for a GOY·



ernment program at the Center. and that
OEO. by entering into a prime contract for
operation of the Center, did not relieve itself
of the responsibility for control of the hous·
iog f:'H:ilities.

Wt: thererore rt:commended that OEO
(;.Ike such action as may be necessary to fix
tht: rental rates l.:harged to contractor employ·
et:s at Tongue Point on the basis of campa·
ruble private housing as set out in BOB Cir­
cular No. A-45. Also. since it appeared that
incorrectly established rental rates may also
exist at other Job Corps centers, we further
recommended that OEO evaluate the propri­
ety of rent,11 raks charged at such centers.
IB-i.>0515.May 3.1%8)

26. UTILIZATION OF FEDERAL
TELECOMMUNICATION SYSTEM--In a re­
port issued in May I ')68 on our review of the
Job Corps Men's Cerh::r at Tongue Point. On.~·

gon. Office of Ecol'>mic Opportunity (OEO).
we ex pressed the helief that there existed a
potcnlial for lowe" telephone costs at Tongue
Point through the U'le of the Federal Tdccom­
municiJtions Systt:m (FTS) in lieu of comm~r·
ciiJl long-dislant:t' telephone ~crvk~_

Charges for long-distant:t: calls at the
Tongue Point rt:nt~r. for the period Decem·
be r 20. 1965. through l\'lay 20. 1966.
amountetl to about 52 percent of the total
monthly billings for tdephone service. During
lhe month of May 1966. for example. long·
distance charges amounted to 52.397 of total
billings of $4,4Sh. This represented 1,081
long·dishmct' calls. at an average cost of about
52.22 a call.

J\n official of the GencrJI Services Ad­
ministration (GSA) advised us that, because
GSA had changed its billing procedures for
FTS service. Government agenci~s. including
OEO. should receive FTS service by fiscal
year 1%9 at an average rate of about $0.80 a
call.

OED, in commenting on our draft re­
port, advised us that it had been reluctant to
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install FTS because it would be very difficult
to prevent abuse of the system by the Cen­
ter's adolescent population who might use it
to call home. OEO commented also that, not­
Withstanding the questions of abuse, a deter­
mination had been made to use the Wide Area
Telephone System (WATS) whereby a nat
rate was charged for calls within an estab­
lished zone. We understand that the zone was
limited to the State of Oregon on the basis
that the need to make cross-county calls had
been eliminated. OEO also advise-d us that the
WATS arrangement was no more costly than
FTS.

As to OEO's comment on possible abuse
of FTS, we believe that Ihe control problem is
no greater tha!~ that of any other system, inas­
much ••s outgoing telephone calls are handled
through a central switchboard. Regarding the
cost of using WATS ralher than FTS. OEO
officials were unable to furnish any data in
support of OEO's statemenl. Accordingly, we
recommended thai OEO initiate appropriale
studies to delenlline the feasibilily of using
FTS al Tongue Point and other Job Corps
cenlers. OEO advised us Ihat ils conlracting
officer had heen rC'qucsted to reevaluate Job
Corps telephone needs. (8-130515. May 3,
1968)

27. FAMILY PLANNING PROGRAM
··During our review of the Knox County. Ken­
tucky. Community Action Progrdm funded
by the Omce of Economic Opportunity
(OEO), we found that the Knox Counly Eco­
nomic Opportunity Council, Inc. (KCEOC),
had stressed Ihe use of a particular family
planning device (coil) in Ihe family planning
j>rogram, contrary to the conditions of the
grant. which prohibited Ihe administrator of
such programs from declaring any preference
for a particular technique or method of
family planning. The emphasis on a porti.ular
device was slaled 10 be justified on the basis
thai Ihe participanls lacked the knowledge or
discipline for errective use of other methods
or techniques.



The special conditions applicable to the
use of OEO If3nt funds for family planning
programs prohibited the use of materials pro­
moting a particular philosophy, technique. or
method of family planning, In addition. the
administrators of such progams were reo
quired not to disclose any such preference to
participant- in the program.

OEO. in responding to our report, issued
to the Oirector. Mid-Atlantic Regional Office,
OEO, in Octoher 1967. stated that the
grant"" had PfO\'ided OEO with wrillen assur­
ance that a health education program was be­
ing conducted in accordance with the special
conditions of the grant and that compliance
would be verified during a future visit to
Knox County. (Report to Director. Mid­
Atlantic Regional Office, Office of Eoonomic
Opportunity, October 30,1967)

28. USE OF GRANT FUNDS··ln a re­
port issued in February 1968 to tbe Director.
Southwest Regional Office. Office of Eco­
nomic Opportunity. we stated that. in our
snrvey of the Dallas County Community Ac­
tion Committce, Inc. (DCCAC), Texas, we
noted two instances where the Execulive Di­
rector of DCCAC had been advanc.'" Federal
grant funds for purposes not directly involv­
ing, or beneficial to lX'CAe. In one inslante.
in May 1967, the Execntive Director was fur­
nished an advance and was provided air trans­
porlation from gr.nt funds. 10 fadlitale 'liis
attendance at a National Association of Com'
munity Developmenl (NACO) meeting in
Owensburg. Kentucky. The records show that
lhese costs were charged to DCCAC travel
even though NACO had agreed to reimburse
Ihe lraveler for Ihese expen....

After discussions of these costs with
DCC AC officials. they agreed thaI the
;:unounls did not constitute expenditures for
purposes direttly benefiting DCCAC. and that
they were owed to O('CAC by the traveler.
The amounts were immediately recorded as
accounts receivable. and on July 24. 1967.
DeCAC was roimbursed for these costs in full.

In another instance. in Man.:h 1967. the

Executive Director received an advance from
DCCAC to be repaid from money Ihat the
Executive Director was to receive as a salary
supplement from the Community Council of
Greater o-allas. Records show that this ad­
v.nce was repaid in full by check from the
Community Council of Greater Dallas on
April 14. 1967.

The Comptroller, OCCAC, advised us
th.t internal co\llrols over disbursements toad
been strengthened and th.t IIdv.nces such as
Ihese w'!W.1I 110t be 'made in the future. (Re­
port to INe<;tl)f. Southwest Regional Office,
Offic~ llf Economic Opportunily, Febru.ry 2,
19.(11)

29. SALARY LEVELS..Our survey of
starting salarieS ex';""ding $5,()()() • year p.id
to 52 employe~ of the Dallas C<'unty Com­
munity Action Committee, Inc. (OCCAC),
Te~as, showed that 18 e~I1!l!)'ees had been
hired .t annu.l s;d~~. IlItol in excess of those
.uthorized by Offlc,; of Economic Opportu­
nity (OEO)' instructions. Additionally, we
found th.t promotions .nd periodic salary in·
creases of 15 employee~ had also exceeded
OEO limitatio!1~ fOf .uch increases.

OEO instructions provil\e th.t OEO Re­
gional Office al'prllval must be speciflc.lly
given to imliv-l"u"l cases whe", the new em­
p\qy~~ \s 10 receive a salary that will exceed
his 'previous salary by $2.500. or 20 percent.
whichever is smaller. Perio(1,c;: or st"p increases
are limited to 3 p.~""!lt of current annual sal­
ary and are. \l1l1 10 be given more frequently
th~n ~iln"aiIY. These instructions further pro­
vide that grantee employees promoted to po­
sitions of greater responsibility may not re~

ceive an increase"(or increases) within a single
12-montl1 period of more th.n 20 perceut of
previous salary or S2.5QO, whichever is
smaller.

The nrcAC starting salaries for Ihe 18
employees ranged from 22 to 333 percent
above the employees' preViO\lS salaries. and
also, for five of Iho:;Q omployees. exceeded
the $2,500 lilllilation. We found that the 15
emp.!qyees cited above had l\1ceived salary .in­
creases durin$ a • 2-{t\onth penod rangmg
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from 7 to 44 percent of their previous
DeCAC salt.nies. FOi six of these employees,
the salary increases exceeded 20 percent of
the employees' previous salaries and for one
the increase exceeded the employee's previous
salary by more than $2.500.

In none of the instances cited above was
the OEO Regional Office approval docu­
mented. although the Executive Director of
DCTAC advised us that he had received oral
approval from OEO to hire and promote the
personnel at the salary levels in question.
Also. he advised us that in the future written
approval from OEO would be obtained before
:>alary limitations provided in these instruc­
tions were exccedeJ.

OEO. in responJing to our report issued
to the Director. Southwest Regional Office,
OEO. stated that neccssary corrective action
had been takcn on the Jiscrcpancies relating
to starting saluries and salary raises in general
and that increases in excess of 20 percent had
been permitted presumably because of a fail­
ure on the part of the DeCAC to interpret
OEO regulations correctly. Further. OEO had
officially approved the wage structure under
which DeCAC was operating at the time of
OEO's reply in March 1968. (Report to Direc­
tor. Southwest Regional Office. Office of
Economic Opportunity. February 2. 19(8)

30. ACQUISITION OF VEHICLES-·ln
our review of the community action programs
in Knox and Leslie Counties. Kentucky, we
noted that the Cumberland Valley Area Eco­
nomic Opportunity Council, Inc. (CVAEOC),
had obtained vehicles. without a definite or
established requirement being Jemonstrated.
We noted that CVAEOC was not able to fully
utilize the vehicle~

In August 1966, wi~h approval or the Of­
fice of Economic Opportunity (OEO),
CVAEOC acquired t11rou3h the General Ser­
vices Administration 69 one-half ton pickup
trucks that were excess to the needs of the
Government. We were informed that there
was no documentation supporting a need for
these vehicles and that OEO had not required
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CVAEOC to submit a justification prior to
OEO approval of the acquisition of this excess
property.

The Director of Finance, CVAEOC, in­
formed us that the trucks had been acquired
primarily for use in a program to be proposed
by the Area Director. However, the CVAEOC
Board of Directors did not sponsor the pro­
gram when it was proposed; thus, it was never
submitted to OEO for funding. We therefore
concluded that there was no requirement for
most of the vehicles; at the time of review, in
March 1967, approximately 50 of the vehicles
had never been utilized.

OEO in responding to our report, issued
10 the Director. Mid-Atlantic Regional Office,
OEO, in October 1967. stated that, although
CVAEOC had not been required to submit
wrillen documentation to OEO supporting
the need for the vehicles, OEO approval of
the acquisition of the 69 vehicles had be"n
advised by the OEO Mid-Atlantic R"gional
Office staff, on the basis of its communica­
tion with the grantee as well as first-hand
knowledge of transportation needs in the
area. OEO stated also that it should be noted
that the 8-eounty Appalachian area concerned
is very isolated and inadequate transportation
is a serious problem. It stated fnrther that the
determination to approve the CVAEOC ve­
hicle acquisition was based upon specific con­
siderations, including plans for a multi-county
outreach, referral, and community organiza­
tion program for which transportation wonld
be a major requirement. and a major need at
that time for additional vehicles for ongoing
Community Action Programs in the Cumber­
land Valky area. However, the new area pro­
gram was rejeeled by the CVAEOC Board of
Dircclors.

OEO stated that the grantee's slowness
in utilizing the oper..tive vehicles in the ex­
isting program was apparently the result of
the program controversies covering the period
October 1966 thru February 1967, which
split the Board and staff and had a highly
disruptive effect on program administration.
As it became clear that some vehicles would



be underutilized, II of the original 69 were
tmnsferred to another OEO granlee which
operated a different but coordinated program
in the same area. OEO noted in January 1968
thaI the grantee had reporled that all vehicles
(excluding those used for eannibalizalion)
were being utilized. (Reporlto Director. Mid­
Atlantic Regional Office, Office of Economic
Opportunity. October 30,19(7)

FARM PROGRAMS

31. PEANUT PRICE.sUPPORT PRO·
GRAM··ln a rcport submitted to the Congress
in May 1968. we expressed the belief that fu­
ture losses of the Commodity Credit Corpora­
tion (Ccn. Department of Agriculture, under
peanut pric~·support programs could' be re·
duced substanli'dly if peanut production were
controlled on the basis of ponnds instead of
acres.

Wl' pointed Olit tlull, during the 12-yci.u
period I"55 through 1966. the annual pro­
duct ion of peanuts increased-because of im­
proved f:um technology-to a point where
supply Wi.IS subst:lt1ti:llly greater than demand
and lhat. as a result, CCC had 10 dispose of
increasing qunntities of surplus pCi.muts at a
loss of about $274.5 million.

On the basis of availi.lblc data. we esti­
m•.Ilcd that. under existing legislation. the
losses for the peanut price-support programs
during the 5-year period-1967 through
1971-would amount to at least $248 million
and that the losses in the following YC;lrs

would continue to incrc.Isc. Because of the
pro.iected increase in losses. it ,lppcarcd to us
lhat changes in the existing programs should
he (.·onsidered. We expressed the belief lhat
ch~lnges designed to stabilize production
might forestall the need for even more cxtCJ1­
..ivc changes 3t sonlL' future time.

We stated that. in our opinion. programs
to l'ontrol thl..' production of peanuts could
hl'st he estahllshed hy revising the Agricul­
tural Adjustment Act of 1938. This ad limits
the quanlity of peanuts which can be pro­
dUl'cd by providing for the nation.ll acreage
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allotment; that is, the number of acres which
should be planted to produce the quantity of
peanuts that would ensure orderly markeling.
The act specifics, however, that the national
acreage allotment shall be not less than
1.610,000 acres. Since passage of this act.
new farm technology 111.IS increased the aver·
age yield per acre enormously and, thus. has
reduced the usefulness of the national acreage
allotment as a control over production.

We stated the belieF that the Department
of Agriculture should consider recommending
to the Congress a change in the Agricultural
Adjustment Act of 1938. which would permit
peanut production to be controlled on the ba­
sis of pounds instead of acres. This could re­
dnce CCC's future losses by at least $56 mil­
lion during the period 1968 through 1972.
without any reduclion in the level of the pro­
ducers' income, if production were limited to
the quantity of peanuts produced in 1967.

We therefore recommcnded lhat the De­
partment of Agriculture (a) develop for con­
sideration of the Congress a program, in­
cluding suggested legishltivc changes. to more
effeclively control the prodnction of peanuts
and (b) initiate studies for developing addi­
tiomll concepts for accelerating the removal
of excess acreage from peanut production
and/or other mC1.IIlS of equalizing supply and
dl'mand.

The CorpoT<.tdon·s Executive Vice Presi­
dent outlined action being taken to improve
the peanut program. He stated that our rec­
ol1imendations were being considered and
that every effort was being made to improve
"II "spects of the peanut program. (8-163484.
M"y 9. 19(8)

32. OOCUMENTING DETERMINA·
TlON OF SUBSIDY RATES·-In " July 1967
report to the Congress on our review of cer­
tain 1.Ispects of the wheat cxport program, we
commcnted that wheat export subsidy rates
p"id by the Commodity Credit Corporation
(CCC). Department of Agriculture, were being
determined on a judgment basis rather than



on a formal busis. We expressed the opinion
thut tilt.' Depurtm~nt had not maintained ade­
quate dOl;ull1cntatiol1 setting forth the basis
for ~:-.t<lhlishing these daily r<ltes.

UIH,kr its wheat export program. CCC
makt"i •.:<lsh subsidy payments to exporters of
wh~al and wheat nOllr when domestic market
prices are higher th;Jn world prices. This sub­
sidy provides a means whereby United States
wh~at and whe:Jt nOllr may be m:lde available
in the world market at competitive world
pekes.

During the period l:overed by our review.
domestic.: prict's of 1110st classes of United
States wheat were- above world market levels
and CCC paid subsidies to exporters at rates
inh.'nded to l11akl' United States wheat COIl1­

pctitive in world markets.

Our review showed that the subsidy rates
wcn~ administratively determined by Depart­
ment offidals '1n the basis of their judgment
as to the subsidy levels needed 10 cnuhh: cx­
porte~ to sell United Stah:s will'at at compd­
itive pril:es. Deparlment officiuls advised LIS of
cerllJ;n factors which they had considered in
estahlishing thl! subsidy rates. but they indi­
l:atctl tlwt the decision to esl<1blish these rates
lJt specified h:wls had not heen hased on any
writtcn guidelines or forl11u];Js.

In view of the large amount of wheat
t'xport subsidks that CCC was p<lying and in
view of the impact that even a minor variation
in the subsidy rates could have on the wheat
industry. we suggested that the records of the
Department show the basis for the rates estab­
lished. In commcnting on this matter. a De­
p<lrtmcnt official stated that the Department
would t>lke certain actions to improve its doc­
umentation of thc determjnation of subsidy
rales. (B-1 60.140. July 24.19(7)

FJ:.DERAL REGULA TOR Y ACTIVITIES

33. EXAMINATION OF SMALL
BUSINESS INVESTMENT COMPANIES··On
the basis of our appraisal. we concluded that
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the examinations by the Small Business Ad­
ministration (SBA) of the small business in­
vestment companies had not been sufficientiy
comprehensive to provide SBA with "ata os·
""ntial to adequately carry out its regulatory
responsibilities 'md to protect the Govern­
ment's financial interests in the small business
investment companies.

In February 1967, we proposed to the
AdministrJtor. SBA, that SBA, by mandatory
regulation, require the small business invest·
ment companies to maintain t..-ssentiaJ data re-­
garding the financial condition and operations
of the small business concerns to which the
investment companies m~dc loans or in which
they madc capital investments. We proposed
also Ih'lt SUA issue comprehensive examina­
lion guidelines setting forth specific criterill to
be followed in evaluating the small business
investment companies' lending and invest­
ment policies and practices and financial 4;on·
dilion ami to increase the supervision- over the
~omluct of the examinations.

The Administrator, SBA, informed us
that he was in agreement with our -findinp
and proposals. He stated also that investment
guidelines of a voluntary nature issued-in No·
vember 1966 scI forth steps to be taken by
the inv~stmC'nt companies to ensure sound
lending practices, including the obtaining of
CUITc,'n" complete! and accurate data of a fi­
nancial and nonfinancial nature in respect to
loans and investments in small busines." con­
cerns. Also. the Administrator informed us
that examination procedures and standards
had been established for ev,duating the finan­
eial position of the small business investment
companies and that various other measures
had been taken to strengthen the examination
function.

In our report to the Congress jn Septem­
ber 1967 we stated that although we believed
that the most effective manner of providing
for the small business investment \"'Ompanies
to ohlain and main lain current. complete. and
accurate linancial information in respect to
their loans and investments in small· busines:,
concerns is by regulation, the investment



companies' voluntary aCl--eptance and adher­
ence 10 SOA's November 1966 procedural re­
lease WOllld, fulfill equally as welilh. purpose
of our proposal. We further slaled, Ihal we
believed SUA should, in accordance wilh ils
pro<,edurai release. aelively promole Ihe in­
clusion. in the· investment companies' future
financing agreements wilh small busin...s con­
cerns, of a provision requiring the annual: sub­
m"'ion of financial informalion inclUding a
slalemenl of financial condition and of profit
and loss. (0-149685, Seplember 29, 1967)

34. EN.F.ORCEMENT OF PESTI·
CIDES LAw ..Our review showed Ihal Ihere
was a need for Ihe Agricultural Research Ser­
vice (ARS). Deparlmenl of Agricullure. 10 es­
lablish procedures 10 slrenglhen regulalory en­
forcemenl aclions Ihal may be laken againsl
peslicides or Ihe shippers of peslicides lhal
viollile Ihe F.'deral Inseclicide, Fungicide and
Rodenlicide Acl of 1947 (7 U.S.c.
135·135K). Ihe basic consumer prall-clion
law in the area of l>estidt.ll~~.

We found that. in taking actions against
peslicides products. ARS, wilh few possible
exceplions. did nol oblain producl qnanlily
and location data 10 determine whcthl'r other
shipments of the samc products were available
10 Ihe public in olher locations. As a result,
the enforcement actions take-n may nol have
removed from the market violative products
which, in some instances. were potcntially
h~lrmful. Moreovcr. we noted lhat .o\RS was
not publishing Ihe decisions of the courts to
lake Ihe pcslicides products off the market in
(3Sl"S urising under th~ provisions of the h,w,
even though Ih~ hlw requires that such deci­
sions be published.

We found also Ihal ARS internal operat­
ing guidelines did not illclud~ proc<.'dun::s to
determine when shippers Ihat have allegedly
viola led Ihe law will be reported for prosecu­
tion. In this conned ion. we nOled that for 13
years there had been no action by ARS to
report alleged violators of Ihe taw to Ihe De­
partment of Justice for pro:-;eclllion. This was
true even in instances where fI..'pealed major
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violalions of Ihe law were ciled by Ihe agency
and where shippers failed 10 offer salisfaclory
responses to notifications that prosecution
was being conlemplaled.

We proposed Ihal ARS l'Slablish and im­
plemenl procl'dures to provide for (a) oblain­
ing shipping and producl dala. (b) reporling
violators of Ihe law. and (c) pnblishing court
decision~.

ARS, in commenting on our recommen­
dalions. informed us Ihal il wonld oblain the
data nect:S..l\:lry to support ac;tions to remove
Ihe pesticides producls from Ihe market and
usc th~ data as a basis for obtaining samples
and other documentary information on the
producls at every local ion possible in order 10
remove the maximum amount of the products
from Ihe markel. Morem'er. ARS slaled Ihal
il would publish Ihe backlog of courl deci­
sions as won as possible and publish future
decisions at least every 6 months. We were
informed also that ARS opera ling guidelines
conct.~rning shippers now require that cases
be forwarded for prosecution in instances
where (a) the evidence indicates that the vio­
lation was willful. (b) Ihe violalion is of a
serious nature and is the result of apparent
gross negligence. or (c) the company has en­
gaged in repealed violalions. (0-133192. Sep­
Icmber 1'0. 1968)

FEDERAL·AID .'ImpORT PROGRAM

35. PARTICIPATION IN THE COST OF
R ELOCATIN..J FACILITIES OWNED BY
PUBLIC UTILITY COMPANIES..We reporled
10 Ihe Administrator. Federal Aviation Ad­
minislr:llion (FAA). on the FAA agreement
to participate. with airport sponsors. in the
<.:ost of relocating certain facilities owned by
public ulility companies even though the cosl
might be. under <l common-law doctrine. Ihe
responsibility of Ihe utilily companies. We
recommended that FAA's procedures be re­
vised 10 require, prior 10 Federal participa­
tion. a determination that the costs of relo­
cating facilities owned by public utility com-



panics were necessary sponsor expenses and
thus eligible for Federal participation.

FAA ;.tgreed with our recommendation
and sl;lll:u that their proc~dures would be re­
vi~d to require a cas~-by-casc determination
of legal liability and project ~ligibility prior to
FeucrJI participation in utility relocation
costs, (B-1 h0564, M"y !>. 19(8)

36, PARTICIPATION IN THE COST OF
BUILOINGS FOR STORAGE OF MAINTE,
NANCE EQUIPMENT ..ln " report to the Ad­
ministrator. Federal Aviation Administration
(FAA), we stated thut Federal participation ill
the cost of constructing ;,drport field mainte­
nunc\.' equipment buildings which house
equipment for the removal of snow and the
spreading of abrJsi~·es could be significantly
rcdw.:ed by adopting more rculistk and consis­
tent eligibility criteria.

FAA criteria in effect i1t the time of our
review proviued that airports located in any
of 15 designatcd St"les were eligible for Fed­
eral participation regardh:ss of the actual cli­
matic conditions experienced. while airports
located in the remaining 35 States were eli­
gible for Fedeful participation only if speci­
fied dimatic conditions wcr~ .:xpericnced.

As u result of our review. FAA revised its
procC'dur~s to require all airports. regardless
of Ivcatioll. to demonstrate that specified
weather I.:'onditiuns had been experienced.
lIJ-1331~7.July1h.I'(67)

Ft.D/::RAL-AID fIIGflWA Y PROGRAM

37, SPECIAL BENEFITS ACCRUING
TO PROPERTIES AT NEWLY CREATEO
HIGHWAY INTERCHANGES·-In. report is­
sued to the Fedewl Highw.y Administrnlor.
Department of Transportation, in January
1961i. we pointed out thul lIicrc was an ap~

parent illl:onsistcncy on the pari of Ihe Slate
of Ohio in dealing with special benefits ac­
cruing to residue properties at newly created
interchange areas.

24

Although the State recognized that prox­
imity to a highway interchange can 'have a
significant innuence on Ihe value of the prop­
erty remaining after a portion of the property
had been laken for highw.y, purposes, we
found th.t "ppr"i..1 reporls supporting prices
p"id for such properties did not adequately
reneet this innuence. Our reviewal' selected
"ppr.is"1 reports for properties Iac-ated lit in­
terchange areas showed that. the. consideration
given to polenti.1 inlerchange intluence
ranged from complete discussion and consid.·
eration of probable ch.nges inland use and'
v"lues altribut"blc to Ihe intercha"ge to prac­
tic""y no mention .s to potenti"' effect of
the interchange on land use or values.

We concluded that, when "n appr"isal re­
porI did not present "dequ.te d"t" regarding
polent;"' interchange innuences j'n estliblish­
ing residue values. State negotiators wert: not
properly equipped 10 negotiale with property
own~rs. Further. if property must be ul,.'quired
through court proceedings, the State's altor­
ney might be required to present the- State's
cases on Ihe basis of inconiplete appraisals.
This practice in lurn ,-ould preclude adequate
"ssur"nce thai the price paid for Ihe property
was equitable.

We recommended Ih"1 the Administralor
direct leg.1 .nd right-of-w.y officials of the
Bureau of Public Roads to review the prac~

lices in Ihe Slate of Ohio rd"ting to special
benefits and determine whether such practices
were consistent with requirements for Federal
participation.

The Federal Highway Adminislr"tor ad­
vised us, in February 1968, that he was initi­
ating such a review and when completed, re­
sponsible Administration ofticials would be
directed to take appropriate action.
IB-118653,hnuary 15.1968)

38, INTEREST COSTS 0'. RIGHT.OF·
WAY ACQUISITION--Our review of right­
of-way aClivities for Ihe Federal-aid highway
program in the St"te of Rhode Island showed
Ih"l, .s a result of weaknesses in the State's



policies. practices~ and' procedures l interest
cosls·.had been inl:urred over Ihe pasl 10 years
in amounls grealer Ihan mighl have olherwise
been necessary.

The Bureau of Public R~ads, Federal
Highway Adminislration, Deparlmellt of
Transporlatioll, recognized as earty as 1959
that improvements were needed in the State's
operatiOn- to minimize inlercst costs. We
found thaI the SI"te incurred interesf costs of
about S1.7· million On rights-of'way acquired
from 1.956 thtough IWi5' for the intetSla",
program. We esWnaled the federal share of
this anio'un" to be aboUI $1.5 million. We
found ,also' thWthe Govetnme,"'s proportioll­
ale share' of such cosls could have been sigllifi­
canlly reduced if Ihe Adminislratioll had

! taken more timely and effective action loob­
lain me nceded improvemenls.

The specific problems noled during our
review were brought 10 Ihe allenlion of Ihe
Federal Highway Administralor in March
1968. These problems included (a) weak­
nesses in the Stalc's condemnation procedures
that resulted in interest continuing to accRic
on properli.. Which, although acquired as
carty as 1960, had not yel been seUled, and
(b) loss of renlal income frolll certain proper­
ties occupied by form,er owners subsequent to
acquisition by Ihe Slale,

Although aclions taken by lhe Adminis­
tration and the State subsequent to our re-

I view resulted in improvements which should
correct the problems on a prospective basis.
we found there was a need for additional ac­
tion to mj(i~te the interest costs accruing on
certain properlies acquired during the period
196010 1965. for which selllement had not
been madc with the property owners.

We recommended corrective measures to
ensure that the GovenlJnenfs share of these
costs W.IS proportionately reduced in a timely
and effective lila nncr.

In June 1968 the Administrator in­
formed us that the State had been requested
to dispose of the unsettled e:lscs as promptly
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"s possible and lhal the accrual of inleresl on
such ptoperties beyond December 31, 1968,
would be ineligible for Federal participalion.
In addilion, aclion has been taken to correct
weaknesses in the Slale's rental: policies and
to recover the amounts from Federal parlici­
pation in all ineligible inlerest charges.
(8-118653, Match 29,1968)

39. REIMBURSEMENTS fOR
RIGHTS·Of·WAY eOSTS··ln a reporl issued
in July 1967 011 out rev.iew of cerlain Fed­
eral-aid highway rights-of-way cosls for which
reimbu,,",mcnls for Ihe Federal porlion had
been wilhheld from the Districl of Columbia
Government because of inadequale documen­
lalion we staled that the wilhholding of Fed·
eral r;imburscments and lhe delay in recov­
ering Ihe withheld amounls had been aUrib­
ulable mainly 10 uncoordinaled relalionships
among the three District organizational units
responsible for highway rights-of-way acquisi­
tions and to inadequale follow-up conlrol
procedures.

We poinled olll Ihal the Dislrict had
paid court-awarded compensation l which was
substantially in excess of the District's fair
minket v<tluc ddcrmimltion. for each of 42
p"rcels of land without documenling the rea·
sons ror <tcl:epting rather than appealing the
court-awarded amount. Because the Bureau of
Public Roads' regulations require such docu­
mentation. the Bureau withheld Federal reim­
bursements of over SI million.

We staled also lhal Ihe District's Acling
Director, Deparlmenl of Highways and
Traffic had advised the District's Administra­
tive S~rvices Officer of the Bureau's with­
holding action but that it was more than 2
years later before th,,1 official informed the
District's Corporalion Counsel of the Bureaus
regulatioll. We slaled furlhcr Ihal Ihere had
been no clear understanding between the Cor~

poration Counsel and the Administrative Ser­
vices Officer :.,s to who had responsibility for
developing the documentary information and



th;JI it was almost j ye;Jr~ ;Ifter the first Fed­
eral reimhursement withholding that these
officials re.u.:hcd agreement on the matter.

by the service areas. The average cost per bed,
borne by the Government, was about
$10,400.

LOAN PROGRAMS

P~IS regional omcials informed us that
the State plans in question were technically
acceptable at the time hut that tbey' could
have been rated "nona-.:ceptable" under the
subsccluently revised rating criteria; however.
they considered such a procedure of amend 4

ing Ihe State plans not nef..'Cssary since, in ef­
feet, they were anticipating the needed re,vi·
sions of the criteria for detern'ining accept­
able hospilal fadlili<s.

We rccollllllClult:d Ihat, in order to fol­
low orderly procedures in accordance with es­
tablished provisions of law and regulations.
PI:OjC(-t approvals be milde only in conformity
WIth approved Stale plans and that such plans
hc lormally amended, if necessary, 10 reOeel

changed conditions or needs of service areas.
We were informed in June 1968 thatlhe Pub­
lic Health Scrvice was in completc agreement
with our rc~ommt:ndation and that hospital
project approvals would now be Imide accord·
lng to the recommended procedures. (Report
10 Surgeon Gener-JI, Public Heallh Service.
Department or Heallh, Education. and Wd­
fare. February 19.1968)

REPAYMENT OF LOANS fOR41.

We rCL:ognized that the approval l)f con­
slrudion projects should be based on the
latest aV<lil~lblc data regarding the actual con- i
dilion of existing medical facilities and the ~,'

rCHlistic needs of servicc areas and individual
communities. Howcver. we stated our belief i
IhiJl, since the approved State plan is the prc- 'i

scribed vehicle of un orderly and objeclive dis- !
tribution of Hill-Burton funds. it should serve I
as the basis ror each project approval illld t
should not be bypassed by less formal proce- 1
dures: otherwise_ proj~cls may be approved l
withoul assuran..:c that criteria for dctcrlllin- !

ing the need for new COtlstniction or moderni· ~,:
lulion have been applied on " uniform basis '
to <.III hospitals in the SlI.ltC. ~,,
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We found that in 22 ....on ...trudion proj­
'~ds-about 17 pcrcl..'nt of all projects ap­
proved in the region during the h·year period
1960 to I965-fadlitics for 76'2 hospital beds
had been provided in excess of the llulIlbl'r
shown in Ihe approved State pkllls. In these
22 projecls, Ihe [..dlities in question either
were repJaccl1ll'nls of exi~ting on~ that w~rc

rated by the State plans <IS "acL:cprablc" to·
ward meeting the needs or the service areas or
wen~ facilities for new beds provided in excess
of those shown in the State plans as needed

HOSPITAL CUNSTRUCTIOV

40. HOSPITAL CONSTRUCTION
PROJECTS RECEIVING FEDERAL fINAN·
CIAL ASSISTANcE··We reported to the Sur­
geon Gcneral. Public t-Ie .. lth Service (PHS). in
FebruiJry It)hM on cert.tin inadequacies in
administrative procedures for Ihe approval of
hospital constmcrion projeds subjed to ri·
nancial assislance under th~ Hill·Burton medi­
cal fal.:ilities l..'ollstruction program in one n:~

gion of the Department or Health. Education.
and Welfare. Our rcview showed inaucquacies
relative to compliance with approwd State
phlns whkh constitute thc basis for approvl.l1
of construction projl.:ds or the need for
amendment of the~ plans.

w~ proposed to the BOiJrd of Commis·
sioners that consideration be given to review·
ing iJnd improving those matters of organiza­
tion. communication. and contrel whkh. as
discusst:d in our report. had given rise to the
reimbucscment withholuinys. In comlllcnting
on our findings. tit.., President. BOiJrd of ("om·
Illission~rs, stateu that. to kt'ep withholdings
of Federal reimbursements of highway rights­
of-way costs to a lnlri: minimum. additional
polk-ies and pr'J("t.:'durcs llilt! heen issued and
were to he Issued. l.:ertain work had heen reor·
ganized. and a control rt:cord fur withheld
reimbursements had been est'lblished.
(B-lhISI9.July 10. 1%7)
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COLLEGE HOUSiNG··jn an October 1967
report 10 the Congr"",. we pointed out bene­
fits Ihat .-ould accrue to lhe Government il
educational institutions were required to
make pay'ments 01 principal and/or interest
more Ireoqi,ently on loans received linder lhe
coll.ellj: hOOsing 'Ioan program adminislered by
the Housing ASsistance Adminislration, Dc­
partmeitt 01 HoiJ$ing and Urban.Development
(HOD).. II thiS were done. Ihe lunlls would
beto;ne av.il~ble 10 Ihe Government. lor use
at. all, ~arlie"cf~ie and net interest costs on
Gove"nDJ¢nt borrowings could 6C reduced.

rJr the $300 million 01 college housing
loans budgeted for fiscal ycar 1968, wc csli,
lrnlted thai the re,,"yment 01 principal semi­
annually-the same Irequency wilh which in­
lereSt payments are required under the pro­
gram--rather Ihan annually would. over the es­
limated average Iile 01 the loans. result in net
interest savings to the Government or about
$1 million wiihout. in our opinion. implIiring
program objcctiv~,s or resulting in .my signifi­
cant incrc;:lsc in administrative ,,·osls. This cal­
culation was intend\.x1 to indicate the sav.ngs
potentid. with the optimum Irequene')' 01
paymenls being determined by HUD on the
basis of a more comprehensive study.

The Assistant Secretary lor Renewal and
Housing Assistance agreed that savings were
possible and stated that the requirement 01 a
semiannual payment of both principal and in­
terest would result in minor. if any. increase
in the administrative costs of either the Gov­
ernment or the educational institutions. He
slaled also that most educational instilutions
would be able to make more Irequenl pay­
ments.

The Assistant Secrelary advised us that a
task force then examining certain aspects of
the college housing loan program was study­
iog the matter of increasing the fn..'quency of
college housing loan payments and that our
proposal would be considered upon comple­
lion 01 the lask force report. (8-162246, Oc­
lober 31, 1967)

42. ASSESSMENT OF LATE CHARGES
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ON DELINQUENT LOAN REPAYMENTS ..
Our review of certain aspects 01 Veterans Ad­
ministration (VA) policies and practie..s relat­
ing to the repayment 01 home lOans made un'
der the loan guaranly and direct loan pro­
grams show(.~ that a distinction was made in
Ihc VA's policy on as....sment 01 late charges
for delinquent loan repayments. We lound
thai VA did not assess 'ate charges on loans
that it made 10 veterans but permitled Ihe
..<scssnrent 01 late charges on VA-guaranteed
loan' Ihat private lenders made to veterans.

We helieved that, il late charges were as­
sessed on VA dirccl loans, (a) borrowers
would be encouraged 10 make repayments on
time and, as a result, loan·servicing costs asso·
ciated wilh delinquent accounts would be re­
duced and IbJ the revenues could be used to
orrsct the cost 01 servicing delinquent ac­
counts. In addition. veterans would receive
equal treatment regardless 01 whelher they
had obtained Iheir loans Irom the VA or lrom
private lenders under Ihe loan guaranty pro­
gram.

On Ihe basis 01 Ihe incidence 01 delin­
quent loan repaymenls noted in five regional
ollices, we estimaled that. il a 4-percenl lale
charge had been assesscd and collected during
cttlcndar year 1966 on these repayments, total
revenues 01 5414.000 would have been re­
ceived by VA. We stated the beliel thaI, be­
cause these five regional offices collected
aboul 22 percent 01 lhe lotal colleclions on
all VA loans. Ihe rcvenues which could have
been derived from late cllar1!Cs on a nation·
wide basis would have been substantial.

In commenting on our findings, the As·
SOci~llc Deputy Adminislrdtor informed us
that Ihe Congress had enacted legislation (38
U.S.c. 1818) extending the VA loan guaranty
and direct loan programs. with complete
awareness of the facl that late charges were
not levied on loans in Ihe VA portlolio. He
slated lurther Ihal lhere should be no change
in the present policy.

We found no evidence, however. that the
Congress specilically considered lhe elleets 01
the VA's policy on this malter. Therelore, in



a report issued to the Congress in April 1968,
we recommended that the VA revise its loan
policy to require assessment of a late charge
on loan repayments which are received more
Ihan 15 days after Ihey are due. (8-118660,
April 3, 1968)

43. LOANS FOR GRAZING ASSOCIA·
TlONS-Pursuant to the Consolidated Farmers
Home Administration Acl of 1961, as
amended (7 U.S.c. 1921), loans may be made
to nonprofit associations of farmers and
ranchers. organized to acquire .md develop
grazing lands for their livestock. Such loans
arc repaid from the income derived from Icas~

jog the grazing Jands to association members.
During the loan approval process. the Fanners
Home Administration (FHA) devL'lops re­
quirements relating to the number of mem­
bers. Ihe number of gntzing units to be sold.
and the amount of paid-in~apital contribu­
tions from membership fees. considered by
Ihe Administration 10 be necessary for the
successful operation of ea~h association.
These requirements arc imposed upon the as­
sociation as a condition of receiving the loan.

Our review of the approval of loans.
amounting to about S 14.5 million. to '! I graz­
ing associCltiolls tn the State of Color.u.lo
showed that FHA reduced its initia:ly im·
posed loatt requirements when associations
were uJlable to meet these requjrcm~nts. We
round thaI FHA had made loans, lotaling
$12.8 million, 10 16 of Ihe 21 associalions
without having had even its reduced require­
ments met. Moreover. of the 10 associations
which had received loans on time to operate
during Ihe 1965 grazing season, eighl incurred
net operating losses and 12 of Ihe 16 associa·
lions which operated during Ihe 1966 grdzing
season incurred net operating losses.

Since the FHA prescribed loan require-
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menls are designed 10 ensure that suffi~ienl

resources are available to each association--lo
enable il 10 successfully operiie, we' pointed
oul Ihat FHA's practice of aJlqw,I'!i:1qam to
be made before Ihe prescribed require",e,,!s
are mel or exceeded could impair Ihe oPer;>­
lions of the borrowing association and \xiS­
sibly result in default and subseqUent fore­
closure. In view of Ihe relatively '$hott lime
Ihal Ihe grazing associations inColori(lIo haYe
been operating, we do nol know' wh.eiller anY
loan defaliits will occur; however, w,c;"i.ot<jjl·
Ihat, as dr January 1967, fIVe df the l(i graz­
ing asso<:i~iions were delinquent on tlleir'FHA
loans.

Inasmuch as the grazing association loan
program is u relatively n~w ultue:r,\aidng of
FHA. we concluded lhal corrective action
could red liCe possible defaults and fore­
closures on ruturc loans. W~ recommended
thaI the Secrelary of Agriculture require 'Ilie
Adminislr.llor; FHA, 10 estabUsto procedures
to provide that. once minimulII n:quirem~nls

are establishcd Juring Ihe loan approval pro­
cess. loans 1I0t be made until" these minimum
requirements haye been met.

. The Assistaul Sc,:relary of Agriculture
adVised us, sUbscqllcnl 10 the issuance of our
~eport. that, out recommendation would be
IInplcmenled. We noted lhat FHA procedures
were later revised to implement OUr re'Com.
mendalion. (8-114il73, January 4,1968)

44. I NTEREIT COSTS ON REPAID
LOANS··ln September 19'>7 we reported to
the Congress on our review of the interest
rales Ihe Commodity Credil Corporation
(CCC), Deparlmenl of Agriculture, charged
producers on pric~...upporl loans and slorage
facilily and equipment loans. We expressed
Ihe opinion Ihal CCC should provide for re­
covery of its cost of financing loans.



On th:~ ba~is of our review. we estimatc(J
Ihat cte could incur aboul $7.6 million more
in inleresl cosls For financing repaid price­
suppori' loans For Ihe 1966 crops than it
would collect From producers. We estimaled
also thai ece could incur aboul $154,000
more in itltcn,-st costs for firnancinG. storage
Facility and equipment loans during 1966
Ihan. il would. recover From producers. Such
losses weuN result Fro'll eec's policy of
charging pr!lducers inleresl on loans al a rate
'less t"ali Ihal· which cee paid 10 oblain Ihe
loan fu"rids from Ihe Uniled Slates Treasury
and' from pmale lending inslitutions.

When eee charges producers inleresl al
a rale stib$lanlially less Ihan Ihe rale paid 10
finance llie loans, eee is, in effecl. granling
Ihe producers a subsidy in addilion 10 price
supporl.

..~ commentin'g on our findings, the Pres~

idenl, tee, advised' Us in March 1967 Ihatthe
Deparlinent of Agriculture had studied Ihe
maiter and concluded Ihat eec's presenl
interest policy was· the best, considering the
objectives. of the price-support program and
the farm-storage fa(,:ility lo.m program. He
also slated, however. that the Department
would again study the m<ltter or interest rates
before the new crops were harvested.

We recommended that the eee Board of
Directors revise CCC's policy on interest rates
to provide that produccrs pay intcrest on fu­
ture price-support 10<lns which are repaid and
on future storage facility an(J equipment loans
al a rale not less Ihan that which eee must
pay to finance the loans.

In November 1967 the Secret'lfy of Agri­
culture informed us that. in view of the objec­
tives of the price-support pro~'Tam .In(( the
farm-storage facility loan program. the lre
Board of Directors had determined that inler­
est rates would not be increased at that time.
(B-114824.Septembcr21. 1967)

45. PROVISION FOR REPAYMENT
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OF FEDERAL FUNDS··ln a reporllo the As­
sistant Secrctary for Economic Development •.
Departmcnt of Commerce. we commented on
several technical assistance projccts for which
recipicnts had not been rt.'<}uircd: to enter into
repayment agreemenls, allhouw, the projects
appeared to be similar in scope to other ap­
proved "rojects For which the Economic De­
velopmenl Administration (EOA) had entered
into repayme,l]t agrcements with project rc­
cipients~

We found that ;'1I11ong the reasons con·
sidcred for not obtaining repayment agree­
ments were the unwillingness of the recipients
to repay the cost of the tcchnical assistance
provided and the financial inability of the· re­
cipients to make repayment <It the time of
application. We believe that unwillingness to
repay is 1101 a "alid reason for excluding re~

payment :tgrccments. Also, since repayment is
to be made only from future net profits, we
believe that a determination by EOA nOllO
enter into a repayment agreement is not jus­
tifiable lIIerely becausc of a lack of Funds al
the time of application.

Subsequent to the beginning of our re­
view. new re.payment guidelines were agreed
to by the Office of Tcchnic:lI. Assistancc
(OTA) and EOA's Office of Business Develop­
menl (aBO) which required EOA to enler
into rcpi.lymcnt agreements with all recipients
of Management and Operations (M&O) tech­
!lieal Hssist>llH.:e. except" for unusual situations
to be spcciillly h~ndJcd by arrangements be­
tween aBO and OrA. These guidelines pro­
vidc for the recipient to repay one half the
Federal cost of the technical assistance up to
$5.000 and make full repayment For the bal­
ance. Repayment is to be made in monthly or
quarterly payments. We were informed that.
since M&O technical assist:lIlcc is provided
only to EDA business JOHn recipients, these
guidelines ,Ire expected to strengthen the im­
1>lemcnttllion of the agency's repayment
polky :mtl ensure its uniform application.

We believe that the provisions of the new
guidelines, if :lppHcd on a consishmt and con­
tinuing basis, will ensure that rcpuyment of
M&O technical assistanct: will be required on



a uniform basis, We nuted, however, that the
provisions of the guidelines had not been in­
corporated into a formal policy stulemcnt. We
arc of the view th:ll. to ;lssure top mUl1uge~

Illent t1wt it:-. poJi\:i..·:- arc being properly im~

plclllcnlcd. cl.:onomil.: llt:vdopmcnt ordc~

should be b~u"'d whkh would l:omlHunkate
10 EDA offil..·i;.tls (he \:rfn'. on agency policy
or fOfmul a~!.r"'ClHl'nb iliad\.' hdwccll divisions,
(Repoft to i\~sblal1t S,,·l.:fl.'l;'lry for Ec.:onomk
Devcloplllenl. Dc..'partm,,·nt or Commerce.
Junt' 10. I \)hX)

LOIll-RI:'ST I/OI'SI.\"(; PR()(;RA,lIS

46. INSTALLATION OF FACILITIES
FOR METERING ELECTRICITY··Our re­
view showl..·d Ilwl Ihe in:-lilll;.ltion of metering
fadlitles for lll"'a~uring and t:onlrolling dc....~
tricity ....on~lllll(,'d in inllividual uwellin~ unib
in low~rcnl puhlic hou\ing prujl..· .... b was 1I0t
warrantcd for Ih\..' \l1Ialk'r unih (efficiency
..Il1d onc- anti two-hedroom unihl hecausc the
avcragl..· dl..·l..'lrkal con'lIlHption for such units
generally W;JS !l's, thall thL' Iloll~jllg Assist;'IIlCI:
Adminislr,ltiuu', ~lIggl".·~lL'd ,,'onsul1lplion ul­
lowuncc':\ ror ll..nv-r"'lll housing projects, Morc­
owr. we found Ill'lt. ;11 Illany or the projects
where ~\II.:h fa" ililk~ 1I:IU b~l.'n installed. the
fal...'ilitic\ were 1I0t being used and no plans to
usc them W ...'I\.' appai...'nL

We estill1i.ltcd that thc installation of Il1C~

tt:ring fadlities for ahollt 3,.200 of the smaller
dwelling units inr.:ludctl in our revicw had rc­
sulted ill ilH.:r...·iJ~cd l:Ollstrlll...'tioll <lnd financing
I...'osts totalin~ ilbOlit $4~5 .000 and that such
I...'osb would. for the lIlost part, b~ bornt: by
the Federal Government. We pointed oul
111<1l. in projel.'h plannec.l for futurc construc­
lion. the omis\ion of mdcring facilities where
thdr need was not justified would rcsull in
subslallliill ~;Jvjngs to the Gowrnment.

As a rr:sull of our di~dosurcs. the De~

partment issued instructions requiring sped fie
regional offiCI: approval. ~lIpported by the
fullest possible documentation, of all future
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proposals to install metering facilities for in­
dividual dwelling units. We recommend.cd
that, to ensure erfective implementatilJn of
the Department's instructions, the SecretarY
of HOllsing :md Urban Development require
lhat specific allentilJn be given, during the
Deparlment's internal reviews of regional of­
fice operations, to determining whether re­
gional office approvals for installing electrical
metering racililies in low-rent housing projects
were properly justified.

In April 1968, the Assistant Secretary
for Renewal and Housing Assistance informed
LIS that appropriate action was being taken in
line with lJur recommendation. (8-118718,
March 19. 19(8)

MAPPING ACTIVITIES

47. CHANGES IN MAP REVISION
PRACTICES··ln May 1968. we submitted a
rCI)()rt to the Congress on our review of h1ap
revision I>radices of G~ological Survey. D~~·

paftlnent of the Interior. Our review indicale~

an opporlunity to reduce expendit~res f()J
map revision and to accelerate mappill~

through changes in thl:sc practices.

Geologici.11 Survcy is rcsponsible for the
production und distribution of a series or
maps of the United States which contain bc,th
lopographic informalion-sh:lpc and elcv;:cion
of Ihe terrain-and planimctric infor~iation­

location of nahlral and man-made fe:,tures of
the terrain. In 1ll:lking revisions to the maps.
GeollJgkal Survey followed the pmcti«s of
updi.lting Iht· topographic <.IS well as tfle plani­
metric inforrn<lliol1.

On the basis of our review, we concluded
that H WilS unnecessary for Geological Survey
10 update the topographic featurt.~ of a map
every time it revised the planimetric features
because updakd topographic information was
not frequently needed by Federal agencies or
Slates rcquc!iting map revisions. We estimated
that this elimination. each time a map is re­
vised. would reduce the cost of rcvi.;ing a map
by about 25 percent, lJC $1,300. and would
acceler.Jtc the mapping program,



DurinI our re¥lew. GeoloIkaI Survey
adQPled 11l;' inlerim ~iln'poll0' thal~
in~te4, sevent' normal rriisiori opeatiotls, in·
clud!!!tl tite elimination of the u..titlI of
tOP<>lnP~inlQrmatioil oil.metropolitan __
maps.~·Othet IiIl!C ·thal a map is revised.
We felt that, Iithauth, the new policy was a
step ilt the ript direetioriand'S/iOukl,ubstalt·
tialj~ reduce. maP' reyi~il:!It cost., the policy
should he extencled,i",the extent possible, to
include maps for IIOnllletropolitanarelS. We
estimated that, if the policy could be applied
to the 5,200· nonmetropoHtln area maps thai
were in net!! ofrevisionin July 1967 and to a
one-lime revision of lhe 50.000 such maps
that will eventually cover the country, cost
sayiqs of IS much as 56,<) million and 566.1
million, respect;"ely. could be realized.

The Department of Ihe Iltterior, ilt com­
melttintl on our reporl, advised us Ihat il con·
curred with the subslance of our proposal but
,tated that the schedulintl of IIOnmetropolitan
area maps for revision in accordance with the
new policy would' depend upon the need. of
Ihe map users. Subsequently, GeoIoP:aJ Sur­
Yey advised us that some of the important
map users haye requested that the new policy
be applied to revisions of certain of their
maps, includintl maps for nomnelropolilan
arcas. (8-118678, May 28, 1(68)

MORTGAGE ASSISTANCE AND
INSURANCE ACTIVITIES

48. LIM I TED S U CCESS D F
INVESTOR-SPONSOR COOPERATIVE
HOUSING PROGRAM-In a report submitted
10 Ihe Congress in April 1968, we stated lhal
Ihe inYestor..ponsor program, administered
by Ihe Federal Housing Administralion
(FHA), Departmenl of Housing and Urban
Deyelopment (HUD), was not fully effective
in serving the middle-income segment of the
populalion for which it was inlended, be­
(,:ause. as shown by our review. f'rospective
purchasers of the cooperalives generally had
10 be among Ihe higher income segmenl of
lhe populalion. We stated aha that our re­
yiew showed thai the program had been func­
tioning with only limited financial success as
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about half of the bousllll project. developed
under this propam had been in rmancla/ dif­
rlCUlty.

Aa of March 31. 1967. FHA had ac­
quired title to the propertyand/or the mort­
PIeS for 51 of the 134 completed investor­
spoMOred multifamily cooperatiVe bousin,
projects in setllemenl of claims under inSured
morlp,. totalina about $108 million. The
report alao cited six other (""tors which we
believed contributed 10 the program's limited
sucoess.

We eX!'RSSlld the opinion that there was
. a hiah-risk element inherent in the investor­

sponsor program because of the lack of a pre­
sale requirement. Thislaclt permitted the con­
struction of a project befo...; any of the hous­
ing units are aold. We stated in the report that
01 u1tifamlly cooperat;ye housing proiiamo
with presale requirements had resulted in far
fewer failures and. at the wne t,me, had pro­
duced many more housing unit!.

Housin, ofrJCiaJs apee Ihat the inyestor­
sponsor proaram hIS had only jjmited success
but believe that the proaram is conceptually
sound and is needed.

We expressed the bell.f Ihat, in yiew of
the limited success of the inyestor-sponsor
program and the hiah element of risk in­
YolYed. the Congress miaht wish to consider
revising the investof"'Sponsor cooperative
housin, program aulhorized by section
213(aX3) of the National Housing Acl to re­
duce the risk 10 the GoYemment.

To provide assurance Ihat the inYestor­
sponsor program's directed primarily loward
middle-income families desiring cooperative­
type home-ownership and to further
strengthen the administration of the proeram,
we recommended that Ihe Secretary of HUD
direct FHA officials to:

-E mphasize to operating officials
that the basic purpose f'lf the pro­

gram was to provide housing for

middle-income families,



-f rnph,Jsi/e lu rill insuring offices
tile PllportarH..~ of properlv utiliz­
ing d,lIa 1l(~rlailtin9 to demon·
s(ralpd demand lor housing and
rel"tl.:d housinq market conditions.

·Appoinl a ('nmlJ(~It'nl. fully
trainetl liaison o'rllciJI, lor insuring
offices hcllldling" 5ullslilnli,,1 num­
ber 01 l,.ooperdilVt~ projl:!Cls. lor
furnishino JdvlCe alld counsel to
l.otlo(:rdtive l.orpordlions. and

··ESldblish proredur.~s rCQuiring <I

spnnSlJr to agfPP 10 make available
the lunds nC't.:ess(Jry 10 compensate
for the rf":sulling lu~s of income
wlll'fl th(~ FHA waivt:s its h~Quirc·

mell! Iha1 a profucl be 97,pl~rc.:enl

uccupied befnfe being !:ould to a
cooperQlive l..uf!J()ralion.
IB·114860, A""I 11'. 196~1

49. LIABILITY FOR DAMAGE TO
ACQUIRED HOME PROPERTlES·-ln a re­
port to the S~crctary of HOllsing .lIul Urb'lIl
Development in May IQ6~L we expr~sscd ~hc

belief Ihat there was a need for consideration
by HUD or a revision of their policy on wash:
damage-dalllag~ l:auscd by unn.·asonablc use
or abuse·-which would provide an incentive to
mortgagees to protcct th~ coll'ltera) securing
their investment in FHA insurcd morlg;lges
and which, at the same tillle. would be ceo·
nornical for FI-fA to administer. FHA sla­
tistics showed Ihal the amount of waste
charged to mortgag~cs under l:urrcnt FHA
waste regulations had decreased in recent
years to the point where it was practically nil.

We expressed the belief lhal il did nol
appear to be economical for FHA to retain
the waste regulations as they were presently
written. However, in our opinion. the prin..
ciple which FHA has followed since Ihe in­
ception of the ll1ortgagl~ insurance program-­
that mortgagees arc responsible for waste
damage-is sound. Moreover. we noted no in­
dicalion Ihal Ihe Congress inlended for FHA
to absorb such expenses as waste damage in
conncelion with FHA~insured loans. We
sialed also Ihal il appeared Ihat morlgagees
were now assuming greater risks in their
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In J.miary t968, the asency iso.ued in­
s~tiollS to discotIti_ pub!iclia.bitity llOY­

ente· 011 8CCI'IiRd home P"Ol"!fties. Howner.
11ie.'~!~,llOt *I'J>litlt~, to.mulli­
f.ini.!>,"I\!;lljeC;t.a~ih9J1le;ml>r....~! properties
~f<4:~~tliI,;~.ts,·rt'dJ)Slnldions
st(~t!'at,e.\l,~ilI'iIp!lnill:e;-c9Ver.,witlcon­
ti!\llC. ""flll:l:e;,~it; the expiration of cunent
p'olicle$, U4i. Ihal *.. I!!'oker cC)illracls
*.aJded.' lIll1llequent 10 February I, 1968, will
Cllrry·. miIed eta.. which diminates FHA's
requ.irements for the subject insura'll:e,
(IHI'4I6O.AUlUSt IS, 19(6)

POSTAL SERVICE ACTIVITIES

11. MOD.IRNI~ATlON OF THI
"OSTAL FIELD IIRV.ICE··ln a December
1967 report to the Conpcss, we exprused the
\>pinion that the Post arrlCe Department
could llChieve substantial savinp and improve­
ments in serrice throuBh modernization of the
basic concepts of I>peration of post ofrICeS,

Our review showed that about 33,000 in­
dependent post offices. with few exceptions.
processed their own incoming and outgoing
man and were responsible for their own ad­
ministntive and financial functions. We con­
eluded Ihat this fragmented operation must
be modernized if satisfactory and economical
mail seMee is to be provided in an era of
powina as well as shifting population. rapidly
expanding man volume. swiner methods of
transporlatil>n. and increasing avanability of
Sophisticated machines adaptable tl> speedy
proce"lna mmail in mass volumes.

We recommended that the Postmaster
GenerAl (a) establish pJans and procedures to
implement the consolidation of mail- process­
ing operations and the centralization of the
admini,trative and financial functions of post
offices, (b) discontinue the practice of includ­
ing the name of a dty or community in the
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pootmark. and (c) discontinue the aeneral pol­
icy of L"OIISiclerina the consolidation or discon·
tillll8l\te of an independent post ofrlCe only
wben there is a postmaster vacancy.

We recommended also that the Cong,.ess
consider amending present slatutes to elim­
inate certain restrictions apinst the consolida­
tion of post ofrlCeS and to provide thaI the
primary criteria for the establishment. discon­
tinuance, or consolidation of post ofrICeS be
the efrlciency of the service and the economy
of Ilperations.

Prior to the issuance of our report, the
Deputy Postmaster General advised us that
the Department aenerally aareed with the de­
sirability of consolidating mail-rroeessing I>p­
erAtions and of centrAlizing administrative and
financial functi.,ns of post offices. He said,
however. that. although the elimination of
city and community names from postmarks
would .,...,..,nt no operational problems. the
Department did not consider the action neces­
sary to accompli.'" further consolidation m
man l'rOCt"lsing.

Subsequent to Ihe issuanc. of ottr re­
port. the Deputy Postmaster General in­
formed the Chairman of the House Commit­
tee on Govern.....,nt Operalion< or certain new
objections to L'Onsolidating the processing of
incoming mail and stated that the elimination
of community names from postmarks would
hamper the criminal investigation work of
postal inspectors. We believed that these 0b­
jections had little merit and advised the Com­
millee Chairman of our views in a Ieller of
rebullal. (8-114874. December 7.1%7)

PUBLIC ASSISTANCE
PROGRAMS

52. ESTABLISHING RATES OF PAY·
MENT FOR NURSING HOME CARE··ln our
review of the policies and procedures or tbe
Department of Health, Education. and Wel­
fare (HEW) relating to Federal financial par­
ticipation in costs inculTed by State govern­
ments in providing for nursing home care. we



found a great diversity between the methods
employed by the v<Jrious States to establish
payment rates for such care. In addiHon, our
review of payment rates established by the
Slate of Massachusetts raised questions as to
the soundness of the States' rate-making pro­
cesses, tht' reasonableness of the rates them­
selves. and their application.

Our review revealed that. although HEW
had for several years administered Federal n·
nandal partidpation in the costs incurred by
Stnks for nursing home l:arc provided '0 wel­
fare rcdpients. it hut..! not issued guidelines to
the States conl:crning appropri:'lk or acct'pt­
able methods or cstublishing rah:s of payment
for sw,:h ('.lrc. Wl' found also that HEW had
nol required the Stales to inl:orporatl' in their
State plans a description of tht' methods used
to establish payl11L'nt ratcs for Ilursing home
carc and hml not issucd any diredivcs to per­
sonnel responsible for the review of Slate
plans or Stale administration relative to evalu­
ating till: reasonableness of tht.' mclhods lIsed
by the St.l ks in establi~hin£ nursing home
care paynH.?I;t rates.

HEW offil:ials agrcl'd that then~ was a
need for Fedcral guidance to the States as to
lhc appropri;ite or UCl'l":ptable mdhods of es­
tablishing ratt'S of payment for nll.sing home
care. thl":Y poinkd out lhat thl!Y had been
,..'orking on l he prohlem for some time but
had been Jelayed by thc need for more data
and experil:ncc with thl' various methods of
establishing r:lks of paymult.

In our n:port to till' Congress in October
19()7. we expressed thl' belief that, bCC:'lUSC of
the substantial and steadily increasing
amounts of Federal cxpl'nditurcs being made
for nursing home can:. HEW should vigor­
ously pursut' completion of its criteria and re­
quirelTIt'nts to guide thl' Shltes at the earliest
pradic.. hlc date.

We rCl:ollll11cndcd that the Secretary of
Health. Education, .md Welfare take the nec­
essary action to expedite the formulation and
issuance of appropriate criteria and require­
ments for guiding the States in the establish­
ment of rates of p<lymcnt for nursing home
care under public assistance programs. We rec­
ommcnded ..Iso that the Secretary (a) require
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that State plans include a description of th~
methods and procedures to. b!:,u~JC!';;~.
lishing nursing home paymellt rates··•.!.'d.: (\')
institute effective policies and'p~lIRi;fC!'
the review and evaluation of methOds a.rid
procedures actually used by the States in de­
termining payment rates.

In March 1968, HEW statedtl!atfU1'lllet'
guidelines to the States forsett.i~:/~~~/~f
payment for nursing h0ft\!l~~ ,..~~I«I',""~
sued as soon as possible.·..~W s(llt,eil.~I~;t~t
it was re<'Onsideringwhetl!erStat!!"'~~IJJ
should include a description of th!!:~l!\!!'C!.s
and procedures to be used,for es",b!illJ!l1l1
nursing home rates, in the liilhtof,~jo,ns

of Public law 90-248 amendingthe~ilI1:~

curity Act. With respect toth,,,needfQi'effej;­
live policies and procedures for the ~iew

and evaluation of methods aJ1dp~""reJ,",­
lually used by the Stat"" in ""t!!flJ!iJ1W,:pay­
ment rates. HEW state4 that itltllinJ1i!i~!!!"'.
program review of State med.i~al~a""~RtiIJ,iJ­
tralion under title XIX of the socia':~~urity,

Act and that the HEW Audit AseJ1cyWQIt'"
also examine into the State-admiilistered',pro­
grams, as part of its oJl&(linl! audit·aetiylti~.
(B-114836,October31,19(;7)

53. ALLOCATIOff OF cpS'" OF
LOCAL GOVERff.~EffT TOM,~9'C?~'" ~,,'
SISTAffCE FOR THE AOED:.",O.~"~"'i-We
reviewed certain aspects of th!l.':~~':C!f'·.fflI

charges for inpatient hospital caljlS!l~~I~'1
the Wayne County General Hospitil!;Wayne
County. Michigan, to recipientsun"ertl!e
federally aided Medical Assist~nc,e f~ tlie
Aged program authorized by title I. ,of the
Social Security Act. Our reviewsltowlld that,
for a 44-month period ~overedbyo!Jl'~illW,

Wayne County in~llIded, iJ1 ilSclailllsfori~(Q'­

mary care reilllbllrsemeJ1t. allout$3S2;(I(IO of
certain county goverJ1Jl1ent expenSOls th_t, in
our opinion, were unrelated to the Wa)One
Couuty General Hospital oP"r~tions. Of that
amount, about $223,(1(10· repl'\!leJ1ted the
Federal share.

The unrelated expeJ1ses ~oJ1sisted of cer­
tain county IlOvernJllent lldministr~tive ex­
penses that were in~urred iJ1 CQJ1nedion. with
(a) the County Treasurer, (b) the COllJ1ty
Bureau of Taxation, (c) the COIJIJty tax Allo­
cation Board, (d) the COUJ1ty 8IJard of All-



dilo,.., a~d (~) Ih~ COllnty,Bourd of SlI~l'\'i·

sQPi.ijEj; 1';;'1", ~pr<:S\liilative;;'lind'State wei­
f;\r""a~n~,>; of.[icialjl.•llt:CC4 it!' i!l:~eroll with
oiir.' ~~~ tbat 'We' .liOv':: fy,pi;s:of.dtninislru­
IJve expj:"n...,., of- w.;.1 government' used'in ar­
riving at th~, rat~ of rdrtlbu~n",llt·for infir­
m~' ,-are ,.t, Ihe Way,ne Counly G:ooral,
~iJa"".:ere.nQI. specificatey rdal~ to Ihe
hO<P.i(aJ,o~ralions,

I", a fCP!Jrl to lhe Acling Secrelary.
Deparlmenl of HCalth, Educalion. and Wei­
f\\if;>~ae<vpu~$!i;ihill action he taken 10
e~~lie;. t6"e~rormtlaiion' and issllDtlCC of ap­
,*,'priile' crii~Ha' .M, guidelines to assisl Ihe
Slal<"" ilf· del""riiling, 1Il~ Iypes of and Ihe
exlenl 10 1i(h!l:h' ex~n..... incurred by 1oc.1
goy.erilmenllil 'boiIi.. may he <'Onsidered in,
d~lermining'reimbolrsemenl for cosls of pub­
lic ''''''''ilal: care. liorne by the Governmenl,
We stated Ihat soclf aclion .1 Ihe e.rlicslprac­
tical' date would. in our opinion. serve to
improve lhe finand.1 adminislration of Ihe
medical, care programs by hdping to avoid e,·
penditure of F~.ral funds on the basis of
unrelaled cosls,

In June 1%8 Ihe Assislant Secrelary.
Comptroller. HEW. informed us Ihat HEW
agreed with our rt>commcndation and that it
would advise us of the specific steps heing
taken to iml,iemcnt our rccommendOition.
(8·114836, April 3. 1%8)

54. ADMINISTRATIDN DF THE
PR ESCR I BED·MEDICINE PRDGRAM·-On
the basis of our review or certain aspects of
the administration of the prescribcd·meuicinc
progr.un for welfare rcdpicnts in the St.ate of
Florida. it was our opinion th:lt the :I(lmillis­
tmtion of federally aided public as-"istant..,·
programs would be improved by the :tdOplion
of a detinile FederJI policy governing condi­
lions under which the Stales may (,."Ontr;lcf for
administrative scrvict'S <lnd be eligible for
FcderJl participation in the costs incurred for
such services under these programs. Also. ollr
review indicated a need for more thorough
reviews of contmet operations !)y the Depart­
ment of He'llth. Education. :lI1d Welf;.ITe
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(HE,W) to provide a..<mance that the programs
are being a,lIninistered economically.

In 1958. HEW approved Ihe Florida
State plan authorizing lhe State welfare
agen<')' to <'Onlracl with the Slate Pharona­
«utical Associalion for Ihe .dminislration of
its progrum for providing prescri~medicine
for welfare recipients. Our review showed,
however. thai HEW had' nol requi~ the
Slate 10 follow its instruclions Ihal periodic
validi,lion be made of the <'Onlracl charges for
administroltive services, to ensure that \.'On·
trolCting for the services was the most e\.'OOOIl....
ical method of administering Ihe program.
Officials of HEW informed us Ihal neilher re­
gional representatives of HEW nor represenla·
lives of HEW's Audit AgellCY had ~rforllled

any n:.view,; of the administroltion. 01' the pre·
scribed·medicioo progr"1I1 in the Slale of
Florida for the purpose of a"'er"'ining
whether the l,rogrJm was being administered
ct.'OnomkaUy.

During our rcvtcw. we requested the
Flo,id" State welfare agency to perform a
cost slndy to ddcrminc the estimated ,,"osts of
its perrorming the administrative services ror
I year. A comparison of the agency-computed
estimated costs with the actual payments
made for Iht: adminh.· rative services in fiscal
ye"r I%4 indicated Ihat Ihe cost of admin­
istering the progr:lI11 could h;,we been reduced
if the State hi.td performcd these services for
ilself. We expressed the belief thai similar cost
reductions in the amount of Fedcral p;,uticipa·
lion would h"ve been indicated had Ihe SI"te
welfare agency Ilrcp:lrcd :1 cost comparison at
;'111 earlier d.ltc.

In " repnrl submitted 10 Ihe Congress in
lkccmbcr I()()7 • we expft.~"SCd the view that
HEW's policies governing Fede",l financial
Ilarticipalion in (he administratiw costs of
Siale I>ublk as.",istancc progrdms were not sur·
ficicntly specific 10 protect the Govcrnmcnl's
inten...osts. We also cxprcs."Cd the view that
HEW should is.'\ue more dctinitc policies b'Ov­
erning Federal participation in administrative
costs.



HEW stated that a policy had been is·
~ued for the States to follow in contrdcting
for ;Jdministrativ~ s~rvices in connection with
their medical assistance programs. HEW stated
also lhat. allhough the policy was relaled 10
title XIX or the Social Securily Ad and il had
heeD issued as a part of HEW's Handbook of
Public Assistance Administration concerning
medical care programs operated by the States
under that title, the poli<..·Y provisions were to
be applied in the review and approval of simi·
Iilr contrat:ls under all fc(krally aided publk
assistance program~.

In our rt'port we poinko out that. while
the polky rcferred to by HEW imp0S4:tI to:.:r·
lain rCllUirl'IIlCIHS on the States. whkh they
must meet wh~n contrading for ildminh;·
trativc servkes. it did not. in our opinion. pro­
vide ~pedfic guitklincs I.:oncerning the l..:omJi~

lions which a Slate agclH':y shoullll..·onsh..l~r in
deIL'r111illing whcthcr 10 contract for such scr~

viL:es and he eligible for FI.'dcr,,1 financial par~

ticipation in the l:'ost incurred by the State.

We recommended that thc Secrct;uy of
Health, b..lucalion. and Welfare rL"quirc that
HEW's policy rdating to the contracting for
<ttlministr.&livc ~crvit..-cs be l'xp'.IOdcd to include
"lpedtk guidelines I..:onl:'crning the conditions
lIndcr which States may contrad for admin~

istmtivc services and be eligible to claim Fed~

eraI finandal p.trtidpation in the costs in~

l:'lIrred under till: contracts. We recommended
also that the Secretary rL'QlIire that HEW
make the neccss<Jry reviews to help ensure
that the Slates arc ..:omplying with the guide-­
lines, (8-114830. December 13. 19(7)

55. FEDERAL PARTICIPATION IN
COST OF ADMINISTRATIVE SERVICES··
Our review of the administration of the pre~

scribcd~medicinc program for welfare recip~

ients in the Siale of Florida revealed that pay~

menl' for the amount of Fed~ral financial p..r~
ticipation applkabk to thc contract charges
for administrative' services was Imide to the
State at a rat~ which. in our opinion, was
higher than appropriate under the applicable
provisions or Ihe law. As of July I. 1965.lhe
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Departmenl of Health, Education, IIIICI Wel­
fare (HEW) had reimbuned.1Iie Sllilio 'of
Florida about $107,000, which, we 'believe,
was e.."ssive because HEW hadpennilled'the
Siale 10 daim F....raJ participation iii liM>
eonlract service ehar!OS .1 tile nile of'plll1ici­
palion applicable 10 welf.re assistance cosls
ralher Ih.n the rate applicable to administra­
tive costs.

After we brollllhi Ihis mailer 10 IIIeir al­
lenlion, HEW orrlCials notirlell· tile St.le !hat
Ihe service charges paid under !he conlraet
would no longer qualify for Federul reim­
bursemenl al Ihe ...Ie of Federal participalion
applicable 10 wclfare assistance costs. HEW,
however. did not require Ihe Siale 10 refu~d

10 Ihe Federal Governmenlille overpaymenl
amounls for prior periods. In our reporl 10
Ihe Congress, we recommended Ihal Ihe Sec­
relary lake aelion to recover Ihe e.cess
amounls. (8-114836, December 13, 1967)

56. ADMINISTRATIVE EXPEIIlSES
OF PUBLIC ASSISTANCE PROGRAMI.-Our
review of lhe Departn",nl of Heallh, Educa­
lion, and Welfare's (HEW's) financial partici­
palion in adminisl... live eosls of public assis­
lance prog...ms in los An..,'es and San'~JO
Counlies in California revealed a n...d· for
improvement in controls over State adminis-­
lralion of federally aided public a..i,lallee
progrJms. On the basi!i of our review ~ we est;"
mal..1 Ihal payments of as mud. as $1.5 mil­
lion made by HEW 10 Ihe Siale of California
for Ihe adminisl...lion of such P"'llf3lllS were
questionable because:

--Cases assigned lo social workers
were in excess of (he workload
standards tlstablished for each
worker for qualifying his salarv
for 75-percenl FE!deral finanr.illl
parlicipation.

--Salaries and lees 01 certain nlt~di·

cal consultants were claimed for
75·percent. rather than 50·percent,
Federal financial participation.



-Incligible weHare rccipienls were
included in lhe numerical basis for
allocatiolJ adminislrative costs to a
federally aided public assistance
program.

·-Certain expenses were inequitably
allocated to· federally aided, public
assislance programs.

In commenling on our findings, HEW ad­
yised us that both State and Federal welrare
orrt\:ials· had. been aware or the major prob­
lems p~nted in ourteport and Ihat. where
appropriate. <-orrective action·had been taken.
HEW also slated Ihat the powing complexity
or public assistance programs since 1961 had
made it neees...ry 10 <'Onside< tbe develop­
ment or addilional melhods or Federal super­
vision .md COhl(ol. such as widening the scope
or Ihe Federal adminislratiye reyiew. and that.
in line with our proposals. HEW would con­
sider whether formal Federal reyiews should
.begin soon arter a program was expanded.

In a reporl submittcd 10 Ihc Congress in
December 191\7. we expressed Ihe yiew that
the results of our review clearly demonstrated
lhe need ror HEW to giye particular allention
til IWW Of significantly reviSt..~ public as..Js·
lance progrJOIs during the early stages of their
implementation. to minimize the occurrence
of deliciencies of the types which we had
noted and to ensure prompt corrective action
when necessary. We recommended Ihat the
Secretary or Health. Educalion. and Welrare
require that prompt attenlion be giYen to Ihe
deyeiopment and implementation of the addi­
tional methods contemplaled by HEW 10 en­
sure that the public assistance prognlms arc
properly and efficiently adminislered by lhe
States. We recommended also that. in the
development or such additional methods. the
Secretary give particular attention to the need
for timely revicws of State and local opera­
tions of federally :Iidcd public assistance pro­
grams during the initial stages of operations
under new or substantially revised programs.
(8·114836. December 6.19(7)

57. FtNANCIAL ASSISTANCE TO
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WELFARE RECIPIENTS·.()ur reyiew or prac­
tices aJId procedures followed by certain local
wclr.re agencies or the Miosouri Division or
Welrare in delcnnining the amount or finan­
cial assistan.:e to be paid 10 recipients under
the program or aid to ramilies with dependent
children (AFOC), reyealed that the periodic
use by Ihe Slate welrare agencies of earnin..
inrormalion, ayailable al public agencies, may
be helprill in the administration of the pro­
gram. Such e"mings inrormalion would bring
to the attention of welfare' IICncies il'K.'Ome
ayailable to the recipients ror meelina Iheir
eurrenl necds which was not reported nor
<'Onside"'d in establishing the amount or n­
nancial as.<istance to be paid to recipienls.

We eSlimated Ihal. ror the 18-monlh
period coyered by our review-January 1965
through June 1966-AFOC recipienls in Mis­
souri may Imvc been, paid as much as
S135.000 in Federal and SI'ate funds Which .
in our opinion. woukl nol haye been paid had
cer.ain information on their c.trninp, aY~···

able rrom the Missouri Division of Employ­
ment Securily. been requesl<'\! and ntilized by
lhe local wdrarc agencies a.' a check against
.he income reported hy r...-cipicnts and consid·
cred by the agencies in delermining Ihe
amounts of financial assistance to be paid.
The Fcdl~r.1I share of this amount was about
$98.000.

In " report 10 Ihe Secrelary of Health,
Edw.:alion. ami Welfare. we CXllTcssed the
view Ihat rcdudions in expenditures in
Fedcl1ll-SlatC' funds in the v'lTious States may
be possible under lhe AFIX' program.
through the adoption of I'ro<-edu«'S which
would provid..:. 4:ertain eamings information
to the Stale welrare agencies, al regular inler­
vals and thereby assist these agencies in deter­
mining the propriely or the alllounts or rinan­
cial assistance being paid to those receiving
aid under this program.

We recommended that the Deparlment
or Health. Edncalion. and Welfare inili"te "
sludy of Ihe p",ctices rollowed by lhe welrare
agencies in a selected number of States, to
salisry itself "S 10 the continuing propriety of



amounts of finant:ial aSMshmce being paid to
AFOC r~l.:ipicnls. in order to determine
whelh~r State wdfarc agencies should be en­
couraged to usr:. on a regular busis. infonna­
tion from publk records. such as those of the
State employment ~rvke. as a check against
the reported earnin2:!s of the: r..:dphmts,
(8-164031, May ~<), 1%8)

58. PERIOOIC REOETERMINATION
OF ELIGIBILITY··Our review revealed thilt
certain local welfare agencies of lhe Missouri
Division of Wl'Ifaft' hall 110t performed (he re­
quired rcdeh:lI:.~:lations of the eligibility of
redpients under tltt: program of aid to fami­
lies with dcpcmh:nt dlildrcll (AFlX') within
the time limits pr<snibcd by the DepiJrtmcnt
of H<allh, EducatiOl,. and Welrar< (HEW). In
its Handbook or Public A~~istal'\l,;e Adminis­
tration. HEW rcquirl:~ that the l'!igihility of
persons rCL'civing assistanel~ under till' AFDC
program be rl'(h.:t~rmined by thc State <I~t:ll·

des at I~ast OIll.:C cvay 6 1110nths. As a rt:sllit
of thc failur~ of the agcndcs to perform the
eligibility deh.·nninations. Ft!c!l'ral financial
p.ntkipation waS mad!: ilvail"bll' for periods
of time in whidl. upon a sllb~'qllent reoctl'r*
mination of eligibility. it \ViiS .ts~crtaincJ th'lt
recipients were indigibh:: for aSl\btan«.:e.

We e~tillwtctl that claims amounting to
between S~4.000 and $34.000 were nHlde hy
the Slate during .111 H·month period eovcrcd
by our revicw. whkh Wl're not proper 1'01'
Federal finandal p<Jrtidpation. We also found
that on l)cl:cmbcr 31. 19b7. there were about
4.700 AFOC caSCS whkh had nol been rcde­
tennined during the previolls h-month period.

In line with our suggl'!'ltions. the Mi:-....uuri
Division of Welfare implclllcnlcd prm'cdurcs
in January 1967, ~Iimcd at identifying. dosed
cases rC(ll1iring ,In adjllstmcnl of d~lims fnr
Fedcrul final1l:iuI participat ion. Subsequently.
the Missouri Division of Welfare reduced by
$19.939 the amolillt of Federal funds previ­
ously d~lil11cd for C:'ISCS which had been doSt:d
in January 1967 and for whkh adjustments
were appropriate. We were advised tll:.t th~

State would mak~ add! tional i1djuslmcnts in
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its claim as warrdntcd t'or cases: clOSed in'sub:­
sequ<nt 'mo~lhS but that it .~. niirj>~":to
make any adjustments for clalfns.macJe by>th.e·
Siale for cases thai had· been Cloself priOt 10­
January 1967,

We eXI"essed the view lbat adjustments
in Federal funds for cases elosed'priot40' j'an­
uary 1967 appeared 10 be \V.rrant~d;a"f1'dM

HEW should examine into thi:; mati~~'f()~lhe
purpus< of determining wh<lh~r: thl! 'S,\~t¢
should be r<quired to makl! th~. Ji~~~~,¥
adjuslments of prior claims for FederoiJ,linari;'
cial participation in such cases.

We recommended that the Secrda.ty·,
HEW. initiate a survey in a sclteted. numtltrrof
Siaies to d~tennine, on a current ~s, the
extent to which the State a~ncies arc' 'pel'.
forming tilt: required redeterm,ina,tigns ot'
cligibilily of AFOC recipienls \Vithi~tlte ~re­

scribed time inlervals and that, if Watr~.n,ted

by the results of the survey. assislallC'e and
guidance be given to State welfiJrt.aaef,t9Aes to
help ensure thai such redd.crmi"nJllipns are
pcrfonnud on a timely basis in order to'mil,i-­
mizc unwarranted FedcrJI-Statc payments (0

ineligible AFIX: r~cipients. •

We recommended also that sut::h survey
indudl: examination into whclh.:r the State
welfare <lg~ncics arc properly adjusting tlWir .
prior claims for Fcdcnli tintlncial' particip,ahon
when recipients arc found, to ~ incli~ibl~'for
periods during which tht: rcquirt:d reinvcstig..•
lions of eligibility have not, been performed.

In addilion, we ,"':om,"<nded thai lhe
Secrelary provide for a review l".'Ollcerning the
AFOC cases which were closed in the Slal< of
Missouri prior to January I%7 for the pur­
pose of detennining whelher Ihe State wdfare
ag~ncy should, in view of the pertinellt HEW
regubltions. make such adjusln1'cnt$' as appear
to be appropriat< for any improper cI~i,"s

made by Ihe Stale for Federal financial partie­
ipation.(O-16403I,May 29, 1968)

59. QUALITY CONTROL SYSTEM
FOR EVALUATING 'ELIGiBII.:ITY DETER·



M..tATIONS··ln our rf1lliew of lhe qu.aiily
ciiiltioi7~~am "'abliSh?d Co\" .V""'lii\l;elili­
bilijy di:,l"rin!~liO'" made li~1he fedel·
allY a~l!\Iblk: lISSistance JlR:il!afriS in 1!Ie
Slate Of' Califorilj:l. we noled ~I-' penis­
lenlly. i1oj1t'niimbe. of deteclive ai¥actiOns­
f.i1u,~ lot!ilI9w,SI.~Ie-pres..'tibedmclh.cldsin
establishi,. el~m'r..wete b¢11iJ Idel!lir.."
b¥lhe Ca.lifQtrii.,',*parlmcl!l cif Social Wei'
fan:, 's ",:ij\e~e";bY til. re~l$ Ol! qualily
con.lro!. f'i~'i~- a,lfd :ac;l~il~ submilled'by ot
I IieDe'iinlent· Ol "_Iii El/Uc81ion ando I .p;I~.. . "A,_ ,_, ." ... ,

Weltiic(HEYO. AdriiiliillnliVc mien lhal
-ina.ckbY the'H~' ~nFra:ndsco Re·
aioftaI~ iiidicaled; as did lhe Slale qual·
ily ,,,,nlfOl reporls. a qeed for deniille con­
stiu<:liYe action 10 e1imlnale lhe ......ined
hiP I¢vcl of defecl rales noted during lhe re·
Yiew of cerlain c"'"' actions.

In a reporl 10 Ihe A"minislralor, Social
and Rehabililation Service. flEW, in Novem·
ber 1967. we expres..... Ihc yiew Ihal, beca~
of lhe hilh defecl case acliOn rale experience
and Ihe Slale's apparenl inabilily 10 improve
Ihe adminislraliOn of Ihc quality conlrol
system, lhe Social and Rehabilitalion Service
should lake aclion 10 a""isl lbe Slale in mak·
ina lhose improvemenls nee'eSsary 10 help
ensure a reducliOn in lbe reported defeclive
case actions.

There also appeared 10 be a nee" for im·
proyements in (a) Ihe Slalc's supervision oyer
lhe case aclion inyenlory "00 sampling proce·
dures followed by loc,,1 welfare .neies an"
(b) lhe Slale's follow-up procedures relaling
10 local agency acliOns laken 10 help pre'Clude
paymenls 10 ineligible recipienls.

Our review of selecled lransaelions at a
number of dislriel ornee.. of lbe Los Angeles
Counly welrare agency showed clerical and
administrative errors in compiling inventories
of c"so aclions "n" in l>rcparing sampling lisls.
These errors resulted in lhe omission of cer·
fain case actions from the inventories and the
in"ppropnale sampling of case aclions for re­
Yiew. While Stale qualily e-onlral procedures
require that the State represent:dives ~~t the
adequacy of Ihe counly welfare agency's in-
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..nlory and. sampling procedures al Ieasl once
every 6 monllj$:. oUr review did nol sIiow Ihal
lhelle lestS were bei.. perfoniled" and lhe ....
lablished prOCedures did nol require doc...
.nenlilliOli of the results of lhe lests. We ex.
ptessed the view thaI· tl\!> tests of lhe ade­
quacy of lhe ~Oll"ly welfare *ncy's invell.
lory and sampling procedur"", "'ould be per.
formed, ,and thal Ihe resllIt. (If such tesls be
approp"alely docume"led,

Our reYi~w also showed thaI lhe Slate's
follow,up JIfllCedures did nol require e-ounly
welfare agencies 10 reporl 10' the Slale on lhe
disposition of cases for which quality I;(lntrol
represenlali..s had provided informalion fo­
~I!"g 10 paymenls I~ ...,iplenls whose eligi­
bihty w.. queslionable and 10 OYCrpay menls
10 eligible recipienls. In such cases, lho local
welfare agencies are require" by e~iSliri, regu.
lalions 10 lake Ihe ne.;es..ry action 10 hetp
preyenl and/or correcl any err\lllC!l>us pay.
menls; howeyer. our reyiew shoWed Ihal e-or.
rective acliOli was not alw"ys being laken. We
e~prcssed lhe yiew thaI lhe full benefils of
lhe quality I'Q"I",. syslem were"'" being ob­
lained ill Ihal lho I~xlsti.. praclices pro­
vilk,.'\i no .......nce to Ihe Slale welfare
alCncy lhal lhose cases identified as iOYoIYing
eilber quc..lionable eliaibilily or overpay'
menls would be clll'recled by the e-ounly wel­
fare agencies.

We e~pteued Ihe yiew also Ihal proce·
dure.. for follow-up aclion by lhe Slale weI­
rare agency should he eslabli"'e'll to help
e'!SUfI' Ihal lhe ncc-es,••ry ~ureeliYe measures
would be laken in cases where queslionable
eligibility and oye",,"ymenls were being
broughl 10 lhe all"nliOn of Ihe local welf...
agency.

By leller daled Aptil 16, 1968. the
Depuly Adminislra!I1', Social an" Rehabilila.
lion Service, agreed Ihal Ihe Slate agency had
dimcully in making full usc of qualily e'Onlrol
findings. He slaled Ihal t1W Staic was moying
from a counly 10 a Slate qualily e-onlrol
syslem and Ihal simplified melhods of deler­
mining eligibilily lhen being introduced were



expected to change the incidence of case ae·
tion defects very substantially in the adult
categories. The Deputy Administrator stated
also that the regional office would continue
to work with the State toward reducing the
sources of error that were found to be contin­
uing under the changed methods of adminis­
tration. He stated further that the California
program was in a period of such extensive
change that it seemed best to use our findings.
which paralleled those of their own continu­
ing administrative review. as background for
advice and assistance as the current situation
took more definite shape. (Report to Admin­
istrator. Social and Rehabilitation Service,
Department of I-Ie<.llth. Education. and Wel­
fare. November 20. 19(7)

RAILROAD RETIREME.VT ANNUITIES

60. USE OF SUMMARIES IN SUP­
PORT OF OISABILITY DECISIONS·-In Au­
gust 1967 we reported to the Railroad Re­
tirement Board thaL in our opinion. sum­
maries of the rationale supporting disability
dccision~ would aid the Board's professional
staff in cV:Jluating tht: issues invoivcd in such
decisions and would provide a eontrol device
for noting issues needing lakr attention. In
making initial disability dCL'isions, the Board's
staff depended citht'r on mental rdention of
its analyses or on informal notes which were
not retained. In making later decisions. the
staff had to review the entire file and recon­
struct the evidence previollsly considered and
the weight accorded to it.

Board officials informed us that they
considered their files suitable to their needs.
They also stated that (a) neither the Social
Security Adminislration (SSA) nor the Vet­
erans Administration (VA) had expressed dif­
ficulty with the Board's records and (b) the
cost of making the Board's records more un­
derstanda ble would not he warranted.

We pointed out 10 the Board that both
SSA and VA required decision summaries
showing the rationale supporting ~isability de-

40

cisions. We also informed the DQ..... thatv~
h.d instituted decision briefs, m~':"!th~.n IQ:
ye.rs e.rlier, bee.use it h.d found!ihat(Wit.ll:
out such briefs, it h.d to review entire files to
reconstruct the prob.ble b.ses of prev,ioUsd!~.
.bility decisions, .nd such reviews were v¢..y
time consuming and required01uch~()tij~~,;

ture. We informed the DQ.rd further that, .1­
though no cost d.t. h.d been presented to us;
it w.s our opinion th.t the initi.1 cost of de­
cision briefs would very likely be offset by
more effective .nd efficient evalll.tions of
I.ter evidence indic.ting ch.nges in the annu­
itants' medical or vocational stalllS.

We r«ommended th.t the Bo.rd in­
stitute procedures requiring the use of de·
cisiol1 summaries as a part of the documenta·
tion Slll,porting dis.bility decisions_ In August
1967 the Ch.irm.n. Railroad Retirement
Board. adviscd us that summ.ries would be
used in support of disability decisions. Proce­
dures were issued in March 1968 fully imple­
menting the usc of decision summaries as an
aid in evaln.ting dis.bility decisions.
(B-1 59054, August 10. 19(7)

61. OBTAINING INFORMATION TO
DE TERMINE DISABILITY STATUS OF
CHILD ANNUITANTS--We reported 10 the
Railroad Retirement Bo.rd in Augusl 1967
th.t annuity payments 10 cerlain disabled
child annuitants had been continued' for ex­
tended periods afler the annuitanls had ob­
tained employment because of del.ys in ob­
t::lining current information concerning their
employment or in following up on infercntiJI
evidence suggesting changes in the annuitants'
medical or vocational status.

We learned that. afler we broughl our
findings concerning these del.ys 10 Ihe .1Ien­
lion of the Bo.rd, the Board revised its re­
porting I,roccdurcs to more currently obtain
information concerning changes in the medi­
c.1 or voealion.1 st.tus of disabled child an­
nuit.nls. (B:159054. August 10, 1967)



R/iSEARCH ANi) DI:TELOPMENT
PROGRAMS

82. AI'!PROACH TO CONDUCTING
M4.~". R~~'AIiCH 4N.D DEVEJ.OPMENT
PRCUEC,TS·'We made a review of Ihe adminis­
lration', by Ihe Nalional Science Foundation.
or i'fokct Moliole which was d",i~ned to pen:
elr.ll~ the manllc of the earth by drilling
Ihroup Ihe earth's outermosl crusl, and
wllieb wa.. discontinued by aclion or Ihe Con:
@fl."', In our reporl or April 1968 to Ihc Con­
gress on the results of our review.. we sug·
gesled that the Foundation .-onsider an alter­
native approa~h in conducting future major
research and developmenl projecls involving
lolally new or exploralory concepls.

Among Ihe underlying raclors which led
Ihe Congress 10 refuse rurlher runds ror con­
linuation or Ihe proj.'C1 were Ihe sleady esea­
lalion or Ihe eslimaled cosl and Ihe lime "'­
quired 10 complele Ihe projecl. The"" esti­
males incr..ascd rrom $41>.7 million 10 $127.1
million and from 5 10 8-Y, years. Our report
.-onlained an analysis of Ihe reasons ror Ihese
slea.dy increases and poinled oullhalunder Ihe
approach rollowed by Ihe Foundalion-whereby
a single contract was entered into for the
enlire project berore solulion of Ihe basic en­
gineering problems associaled wilh drilling in
t!te deep ocean to the required deplhs-the
Foundation was not in .1 position to deter­
mi~e adequalely Ihat the projecl objeclives
were worth the money and resources neces­
sary 10 aUi.lin them. Yet it was totally com­
milled 10 the project.

We ~lIgg(."Stcd an alternative appro,tch for
the Foundation to consider in (..'onducting fu­
ture major research and development projects
involving lotally new or exploratory concepls,
calling for the projecls to be conducled in a
number of sequential phases. Each phase
would represent a spe-dfic limited agency
commitment whereby the agency would de­
lermine the reasibilily or the project objec­
tives, the me:lI1s for .. ttaining these objectives,
and the neces.~ary commitment of money and
resources. Also. we recommended that the
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Foundalion eslablish wrillen l,'lIidelines for
accomplishing rulure research and develop­
ment projecls or a complex and exploratory
nalure hi appropriale sequenlial phases. The
Foundalion informed lIS Ihat a review would
be made of ils instruclions relaling 10 the ac­
complishmenl or Ia'lll' research projecls and
Ihal written guidelines would be prepared
where appropriate. (8-148565, April 23,
1968)

63. CLARIFICATION OF PROGRAM
OBJECTIVES--Our review or lhe administra­
lion or granls awarded ror the operalion or
the Oregon Regional Primale Research Cenler
revealed Ihal Ihere was a need ror Ihe Na­
lional Inslilutes or Health (NIH), Departmenl
or Heallh. Educalion. and Welfare (HEW), 10
review the visiting scienti<sts program as it has
been conducted al Ihe Center and to c1ariry
Ihe concepl and objectives or Ihe program.
This program has been d""'ribed by NIH as
providing the use of animnls. equipment. and
labomlory space to interesled scienlists from
olher parts or Ihe Uniled Slates and abroad
who wish to use Ihe racilities or the Cenler in
canyiJ1g out the ~icctives of their own re·
scarcil projects.

From May 1961 10 April 30, 1966. Ihe
Oregon Cenler expended aboul S418,OOO ror
the operation of the visiting scientists pro­
gram. Approximalely S286.000 of these
funds were expended ror salaries and relaled
expenses of individuals who did not seenl to
meet the com.'cpt of "visiting scientists" as
expressed in varK>us program documents and
explanalory slatemenls by NIH. It appears
that the Center. in some instam.-es, used thc!;e
I'unds ror reemiling personnel and supple­
menting salaries of permanent personnel
mther Ihan providing ror individuals inler­
ested in pursuing their own research projects
at the Cenler.

We re.-ommcnded in our April I%8 re­
port addressed 10 Ihe Secrelary or HEW thai
NIH. in ils revised policy stalcme.nt. clariry
the concepts of.•md the objectives to be ac­
complished by. the visiting scientists progmm





un'" J'eS!:arch a!!4 deyeloplilenf grants .nd
c('~'i~ls:woula'eiiij)r~:at~'slim.. of the ptob­
Ie:m~'commented'on liy iis. (8-£57924 April
1,1%8) , ,

S!LECf/VE SER VICE ACTIVITIES

ill. AoMINIS,T'RAT10N OF REGIS·
'iT' ~_->-•. "".,,,.,-_ '" ~ _ ' -

l'R~";!t l'~~V;~a;:-W"e. (ollild , that nof,'U
IQCaI:'dtaft ooards senl selective Service Sys­
tem (SS$>: re&istiants 10 Ille nearesl Armed
F'llr.:es. E~anlijlrri8 a.na Enlrance Slation
(~ft¥~~ (or rtC'h!41iCli~: ex~mir\li.tionsor .in­
dll(:llOn, ,nlo the Armed Forces. O'.ta relahng
lei' 2;089, 'fOcal boards in 24 Slales showed
tha't 'I cj(;, of those boards were nol sending
reli~)ranl. 10 Ih.e nearest AFEES. A delailed
review of regisltanl Iravel in 42 of the 196
boatds indicated Ihat savings of aboul
$67,001> cO,uld have been realized if 26 of Ihe
42bciatd. had senl regislranls 10 the nearest
AF~~~. if the conditions al Ihose boards
were' typical of the condilions al other
boards, we estimated thaI, nationwide, the
sSS could have saved aboul $600,000 in fiscal
year 1966 if registrants had been senl 10 the
nearesl AFEES'.

The Direclor of Seleclive Service. in
commenling on our findings and proposals.
slated that reviews would be made of the
movements' of men to examining stations and
Ihat changes would be made where appropri·
ate. He expressed the belief, however, that the
annual savings would not be as substanlial as
our estimate. The Assislant Secretary of De­
fense (Manpower) informed us Ihal the De­
parlment of Ihe Army would cooperale wilh
lhe Seleclive Service System in this matter.

In a report to the Congress ill December
1967, with a view toward ensurin8 continued
management attention to Lhis matter, we rec­
ommended Ihat the Director of Seleclive Ser­
vice broaden the scope of reviews made dur­
ing supervisory field visils by National He.d·
quarters officials, includin8 internal auditors,
to include adequate coverage of the adminis­
lration of registrant lravel.

We noted that, as a result of our review,
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100'.1 boards in IwO of Ihe'St,ales mentioned in
our reporl, be@~n sending registranlslillhe
nearest AFEES. This chani!' wilt resulUn sav­
ings of about $33,700 annUaiJY. Aliency con­
sideration and aclion on our recommendalion
as il applies 10 olher sections of Ihe natiOn are
nol yet complele. (8-1621Il, December 26,
1967)

17, CONSOLlO.ATlON OF LOCAL
DRAFT BOAROS··The Uniyers.' Mililary
Training and Service Acl (Public Law 9040
ch.nged Ihe name of lhis .cl to "Military
Seleclive Service Acl of 1967") permils Ihe
Seleclive Service System (SSS), under certain
conditions, 10 consolidate local counly 4raft
boards, We found, however. that the SSS had
nol eslablished erileria and guidelines 10 im­
plemenl Ihis provision of the act. As a resull,
local boards in only 10 Slates. Puerto Rico,
and· the Virgin Islands had been eonsolidaled
in accordance wilh Ihe acl. We esliinaled Ihat,
if certain boards in eighl of Ihe Slales in­
cluded in our review were consolidaled,
S466.000 in cosls of personnel, office space,
and lelephone could be saved annually. We
believed Ih.1 grealer savings would be possible
if local boards were consolidaled nalionwide.

Moreover, we delermined Ihal, if con·
solidations of local boards were not made, an
allernative could be the cenlralizalion of only
the clerical porlion of cerlain bo.rd's op­
erations, which we eslimaled would resull in
annual savings of $426,000,

We brought these mailers 10 Ihe allen­
tion of the SSS and proposed that certain
local boards be consolidaled. The Direclor of
Selective Service disagreed wilh our proposal
primarily because (a) regislranls would be reo
quired 10 travel grealer dislances and (b) Ihe
person.l relationship and confidence which
existed between Ihe rellislranl and his local
board membe.. and local board clerk would
be diminished.

In considering SSS's comments, we
pointed out Ihat under our proposals regis­
trdnts would nol have to Iravel grealer dis·



talH:es than they were being required to travel
in larger counties llod in existing intercounty
IO~i.l1 board llreas llud that. in intercounty
bmlrds. each (ounty was represented by a 10+
~al hoard member.

Accordingly. in a report to the Director
or St:I~dive Service in October 1967, we rcc·
oll1l11ended lhat he (a) establish appropriate
guiddines for use by the State directors in
idenlifying those areas where savings can be
realized by consolidating either local draft
bOi..lTlIs or the clerical operations of local
boards <Jl1d (b) encourage State oflidals to
l..'ol1solidate wherever they determine that
such adion will result in greater efficiency
and economy in operations. (8-162111, Oc·
lober 30. 1%7)

SLUM CLEARANCE AND
URBA.V RENEWAL ACTIVITIES

68. ADMINISTRATION OF URBAN
RENEWAL REHABILITATION ACTlV·
ITlES--We reviewed the rehabilitation activ·
ities administered by the Renewal Assistance
Administration. Department of Housing and
Urban Development (HUD), in federally as·
sisted urban renewal projeds in Cleveland,
Ohio, with t'll1plHisis on the University-Euclid
Project No. I which represented one of the
largest rehabilitation projects in the country.
In a hnuary 1968 report to the Congress, we
expressed the belief Ihat HUD needed 10 lake
more ~rrcctive :lclion if the voluntary rehabili­
tiltion l:omponent of the project was to meet
Ihe urban renewal objectives. Although the
project had been in execution in excess of 5
years <.Ind the costs of administering the re~

habilitation phase of the project had already
amounted to more than twice the amount
originally budgeted for that purpose, lillie
had been accomplished rn relation to the rc·
habilitation objectives of the prcgram.

We expressed the belief Ihat the faclors
eontribuling 10 the limiled accomplishments
in Ihis praject included (a) the lack of ade­
quate feasibility studies to identify the eco-

nomic problems of rehal!i1il)ltio(l..•'"!' 10 d~

termine the c",pability. and' "'iJIi~. of
property owners to voIunlaijJY.re/ia~i1itale
their properties, (b) the fail\lt!l t4 cafiy. ~l, an
orderly plan to obtain yoluilWY ~~6iJi­

tation, (c) the failure to meet. on' '" ,g~ly
basis, city commitments to proyil!¢ public lm­
prayemenls and neceSSl!lY city SIlfYic"s, and
(d) the lack of adequale housillil cocles and
the lack of effecliye code enforcemetlt on
recalcitrant property owners.

HUD was aware Ihal the project was not
meeting its objeclives, and it took certain
steps with respect to Iimitinll Feden!. financial
support for Cleyeland's urIlan renewal pro­
gram until the cily could demonsttate "
capacily 10 meet exisling urban relleW'1 com­
mitmenls. We expressed the belief, bOWeyer,
that HUD did nol exercise surticlenl Ie",der­
ship and leverage soon enoup to etlcouralle
or persuade the city to perform in accordance
with its commitmenls under the urban re­
newal plan,

Residential rehabilitation is a difficult,
complex job which inyolves both economic
and social problems. We expressed the belief,
however, Ihat had an oraanized and realistic
dfart been made to assess the feasibility of
the project, set specific project 1I0als, and
move toward their accomplishment on a
timely and efficient basis, substantial proaress
could have been achieved in accomplisltillll re­
habilitalion or at Ieasl in identifyinll the spe­
cific problems needing resoIulion 10 permit
volunlary rehabilitation or other urban re­
newallrealrnenl to ~ forward.

We pointed out that, in our opinion,
there was a dermile need for an orderly ap­
proach 10 identifying and resalvinll the yari­
ous b,~sic and complex problems impedinll Ihe
progress of the project.

One of Ihe sianificant problems which
needed 10 be resolyed concerno:d Ihe eco­
nomics of voluntary rehabilitation, A factor
impedinll the progress of rehabilitation ap­
peared 10 be the inability of many individuals



purcha!in, prOperties thro"'" the use of land
~t~ts-a de¥jt:e by which a seller retains
tltl.e to Pl¥I!Y ~ security for the l!lIpaid
~~. of ib P\!n<~' price--to qualify for
Federal I~, .iiil·p~ to reha.bilitate their
propj:rties be!:a~ ~ fair markl't values of
the· PlPp!crties were often less than the exist­
in, debts on the,propelties and they were al­
ready payina a SIIbslantiaJ portion of their in­
come on housina.

Another factor appeared to be the lack
of suffi¢!ent incentive for absentee ownen of
incomellroducinll properties to spend the
mllney needed for volunlary rehabilitation,
espeCially for multiple-family buildings, when
they miJht not be able to recover the addi­
tional investment because the housilll waolo­
cated in a low-income area in which a large
percenta.., of the households already paid
substantial portions of their income on hOll5­
ing.

The Department indicated general agree­
ment that there was an undesirable situation
'in Oeveland but specifically questioned the
amount of Ieverdge that was available to the
Government when it was not gelling adequate
performance, In view of this position, we ex­
pressed the belief that it was imperative that
the Department thoroughly and objectively
evaluate communities' proposals for urban re­
newal projects in order to arrive at an in­
formed judgment as to whether the Govern­
ment should participate in the cost of the ur­
ban renewal project.

We recommended that the Department
actively advise and guide the local public
agency in identifying and resolving the prob­
lems present in the project, in developing real­
istic objectives for the area and a -Norkable
plan of aclion, and in preparing an amen­
datory application for the project. We recom­
mended also Ihal, in view of past perfor­
mance. thc Department closely monitor and
evaluate future performance and take action,
when a situation was not promptly corrected,
to allow Federal participation only with re·
spect to expenditures associated with perfor­
mance that adequately aided in the accom-
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plishment of project objectives. (8-118754.
January 9, 1968)

TAXES

'1. REPORTING OF INTEREIT RE­
CEIVED BY TAXPAYERI ON FEDERAL
INCOME T-AX RIPUNDI-In a report sub­
milled to theConpess in November 1966, we
stated that our review of selecled Federal in­
come tax refunds made by the Internal Rev­
enue Service (IRS), Treasury Departmenl.
showed that a high percentage of taxpayen
were not voluntarily reportina as income, in­
terest received on their refunds. Because of
our limited access to records, we could nol
reasonably estimate the total amount of such
unreported income. It was IlUr belief, how­
ever. that, in view of the amount of interest
paid by lRS-sa8.s million in fISCal year
1964-and on the basis of our test of transac­
tions in four district offICeS, considerable tax­
able income had not been reported.

A1thouJh IRS had, at the time of our
report. taken certain corrective actions to in­
crease taxpayer's reporting of interest re­
ceived on tax refunds, no aclion was con­
templated by IRS concerning our proposal to
designate a line on the tax returns for "inter­
est on tax refunds." It was our opinion that
such a designation would serve as a reminder
to taxpayers and would provide IRS with an
opportunity for more effectively utilizing
automatic data Proeessinl equipment to cor­
relate interest on tax refund payments with
the amount of inlerest reporled on individual
income tax returns. We were advised that a
similar proposal had been rejected by the IRS
Tax Forms Coordinating Committee because
space on the tax returns was limited and be­
cause interest on "'x refunds did not repre­
sent a large enouJh part of the total possible
reportable interest to justify specific identifI­
cation on tax returns.

Subsequent to the issuance of our re­
port, the IRS in revising the individual income
tax return form for 1967 specifically identi­
fied in the interest section of part II-income



from sourLl~s other than wages, etc.-tax re­
funds 'I:' an item of which the interest thereon
must bt: reported as income.

We believe that this latter action, to­
gdhcr with previolls steps taken by IRS on
our proposals. should substantially improve
r~portil1g by t<Jxpayt:rs of interest received on
tax refunds. (8-137762. November 30. 1966)

TRA1NfNC; ACT1VfTlES

70. STANDARDIZATION OF FEl·
LOWSHIP AllOWANCES-In a report
submitted to the Congress in May 1968, W~
pointcu oul the need for Government-wide
standardization of allowances under Federal
fdlowship amI trainccship programs. Our re­
view ilH.:llH.led sl'k:cted programs of the Na­
tional Aeronautil:s .lnd Spal:c Administration.
(he National Sdence Foundation. and three
t,:onstillll,:nt agencies of the Department of
Health. EdlKation. and Welfare. which ac­
l.:oul1(cd for lhe majority of all fellowships
and traint'~ships awarded by Federal agencies.
Estimates for fiscal year 1967 indil:ated that
marc flun h~.OOO fellows and trainees
rCl.:dved awards lOlaling ahoul S422 million
under the prognllTIS included in our rt:vicw.

We fount! that there w~re varying bases
ami criteriu :md considt;l,rable variances in
amounts allowed for stipends. dependents.
:.IIlO (r~lvd. for which then~ was no adequate
ju~tilication from an ovemll Government
viewpoint. Following arc examples of th.:se
v~lrianl.:":s.

Pr,·du' iorJI ~til1ends ranged from
,'I luw of $1.800 to a tligh of
$) )00 tor d l..altlndar yedr of sup­
pfln for a fellow or trainee in his
"r501 yt:cH of study.

OC!Jeodlml:y allow:)Oces. in some
progrdlllS. ranged trolll a tow of
SJ75 to d high of $1,350 for a
df'~endent lor an academic year
and from $500 10 $1.800 for a
calendar year. Certain comparable
training grants eit1ler did nOt pro·

vide any dependency aHowance or
did not specify the amount pay·
able for each dependen t.

--Travel allowances were provided
under 24 of the 34 programs re­
viewed by us, while the other 10
programs permiued no such al­
lowances. Among (he 24 pro­
grams. some allowed a flat mileage
rate. others allowed actual cost;
some allowed for one-way travel.
others for round-trip travel; some
provided for dependents' (ravel,
otiHlfS did not.

We recommended that the Director. Bu­
reau of Ihe Budget. take appropriale action 10
standardize on a Government-wide basis, 10
the extenl considered feasible and desirable.
Ihe allowances ""id for stipends. dependents.
and h"avel under Federal fellowship and train·
eeship programs. takins inlo consideralion
our views and ,"'Omments as expressed in tlk:
report.

The Bureau of Ihe Budgel and the agen­
des whose programs we reviewed, in com­
menting on our findinp. generally apeed Ihat
there was a need for srealcr standardization
of fellowship and traine.'Ship stipends and
allowances. (8-163713. May 24. 1%8)

71. EliGIBIliTY 0' PERSONS PRO·
VIDEO WITH TRAINING SERVICES··ln our
review of the procedures and praetk:es of Ihe
Deparln",nt of Health. Education, and Wel­
fare (HEW) and the Slate of Pennsylvania re­
laling 10 lhe vocational rehabililation propam
in the State of Pennsylvania we found Ihal
Ihere were a number of weaklleSllO:S in lhe ad­
ministralion of the eligibility aspect of the
program. These weaknesses slemmed primar­
ily from a lack of evidence to , ..qualely
demonslrale that individuals being accepled
for vocational rehabililation services had salis­
fied the governingelillibility crileria.

During our review. we selected a random
sample of <:ases which were reporled by Ihe
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In some of the cases included in our ex­
amilllltion, there was no evidence of record
that recipients of vocational traininJ services
hI<! subs'-ntial handicaps to employment,
whIch had been caused by related disabilities.
In other cases, we fOUl)d that the individuals
either were employed or were aUendilll col­
leae at the time they were accepted for re­
habilitation services. In other cases, we found
that individuals had been pnmded with tnin­
illl servicesalthouP p/Iysica1 restorative _­
vkes appeared to liave eliminated or substan­
tially reduced the limitations and the related
handicaps to employment resultina from their
disabilities.

Our review also revealed that HEW had
not established maximum caseioad standards
lor lhe llIIidance of State vocational rehabili­
tation a..neies in determining the number of
cases an individual counselor can service or
the number of counselors that an individual
supervisor can effectively manage.

Durin, our review. we found Ihal HEW
regional office reviews of the vocalional
rehabilitalion p......m in Pennsylvania had
shown a need for requiring stricter compli­
ance with Federal a..d Slate crileria for <:stab­
lishing eli,ibilily; however. Ihese reviews had
been gener.lly ineffeclive in bringing aboul
necessary corrective action. We found also
Ihal Siale regional adminislrators had con·
!.Iucted certain reviews of the effectivent:SS of
th~ operations of the vocational rehabilitation
program within their respective regions and
that the results of these reviews had shown
weaknesses ~imilar to those found in our re­
view.
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In a report to the Secretary of Heallh,
Education, and Welfare, dated January 16,
1968, we stated that the results ofour review,
as well as those reviews performed by Federal
and Siale off'JciaJs, demonstrated Ihat lhe
problem.. associated with the determination
of eligibility of individuals for serVices under
the vocational rehabililation pr....... had ex­
ist~ for some time and, consequenlty, were
subjects deserving of HEW's conlinuilll at­
tention. We exJll" 'd lhe view lhat such
measures as the estabtishment of reasonable
caseload standards and, more effective and
more fRquent reviews by HEW and Stale offi­
cials .~Id help to ensure that lhe p.....m
actmt... would be conducted in a manner
consistent wilh Rquirements set forth in the
pertinent regulations.

We recommended that appropriate mea­
sures be taken 10 (a) establish reasonable case­
load limits for rehabilitation counselors and
supervisors for Ihe llIIidance of Stale rehabil­
itation aeencies and (b) establish procedures
for performine continuous reviews of eligibil­
ity determinations made by States 10 ascer­
lain, on a currenI basis, whelher erisibility
determinalions are beine made in accordance
wilh established Federal criteria and the ap­
pr~ved . Slal~ plans and whether necessary
actoon IS he'lII taken to correct deficiencies
noted in reports on Federal " Stale reviews
of the administr.tion of the vocational reha­
bilitalion program.

By letter dated March 7, 1968, Ihe Assis­
lanl Secrelary, Comptroller, advised us Ihat
Ihe Rehabilitation Services Administration
had asked the Committee on Goals and Stan­
dards of lhe Cou""il of State Administ,.tors
of Vocational Rehabilitation to work wilh ils
national office slaff this year on both of lhe
recommendations made in our report. He also
stated that the staff of Ihe Commissioner of
the Rehabilitation Services Administration
was engaged in reviewing present evaluation
practices with a view toward improving not
only the scope of Federdl prOVdlll administra­
tion reviews to make them more responsive to
changing program needs but also to develop
means to correct deficiencies noted in reports
on Federal and State reviews or Ihe adminis-



tration of the vocational rehabilitation pro·
gnm. (B-1 59804, January 16,1968)

72. ARRANGEMENTS FOR FINANC·
ING TRAINING COSTs·-ln our review of
selected training grants administered by the
National Institutes of Health (NIH), Depart­
ment of Health, Education, and Welfare, we
found that the grantee institution had been
permitted to use training funds awarded for a
tmining year in the following year, without
correspondingly reducing the fun~s a.wa~ded
for that year. Permitting grantee Instttutions
to use an annual award for training costs in
this manner had the effect of (a) making more
funds available to the grantee for a year than
had been approved by the National Advisory
Council and awarded by NIH and (b) preclud­
ing the possibility of making equivalent funds
available for financing other approved but
unfunded training programs.

We were informed by NIH officials that
one of the Institutes was attempting to regu·
late all trainee appointments to coincide with
the grant year and that NIH .....ou.ld conduct a
study on an Institute-by-Institute basis to de­
tennine whether the other Institutes should
adopt similar procedures. In view of ~~e
planned study. we did not make a speCifiC
recommendation in our report to the Secre­
tary in August 1967. bUI we stressed the
desirability of adopting an agencywide policy
that would preclude a grantee Institution
from using grant funds awarded for one year
in a manner that would al¥ment funds made
available under an award for Ihe following
year. In its response to our report, NIH in:
formed us that the effectiveness of the revised
procedure was still being evaluated and the
desirability of an agencywide approach would
be determined after an appropriate operating
period had permitted such evaluation.
(B-1579~4. August 23, 1967)

73. ATTAINMENT OF PROGRAM
OBJECTIVES·-In our review of a selected
number of graduate research training grants
administered by the National Institutes of
Health (NIH), Department of Health, Educa­
tion, and Welfare, we questioned whether

some of these grants satisfactorily met the
objective of the overall propam which, we
understand, was to increase the number of
persons interested in pursuing academtc ":"
search and teaching careers in the health sel­
ences. Of the trainees who hlId received ele­
grees under one grant, at the time of our re­
view the majority of them had not pu,nu~
academic careers in research and teachilll In
the United States. Two other grants provided
primarily for summer or other short-term
training.

We recommended that NIH establish
procedures for making systematic evaluations
of program results; emphasize propam objec­
tives, where necessary; and discontinue grad­
uate research training support for any summer
or other short-term trainin. programs thai
should be more properly supported under
other more-general-purpose grants. We recom­
mended also that the coplizant NIH reviewing
commillee reevaluate the summer trainina
program under one grant, which had been ex­
tended throuah June 30, 1970, to determine
whether the program could be reoriented to­
ward lhe support of full-time trainees inter­
ested in research and tellching careers in the
particular discipline supported by the grant.

I n response to our recommendation
transmitted to the Secretary in August 1967,
NIH advised us that the grants questioned by
us were not representative of the averase
training grant and that NIH's review and eval­
uation procedures had brouaht out the ques­
tioned grants' unsatisfactory condition and
the need for termination or dis,:ontinuance.
NIH pointed out a number of evaluation pr0­

cedures eslabUshed to provide for continuing
review and appraisal. (0-157924, AlIIust 23,
1967)

74. ANTICIPATED USE OF ADI'
EQUIPMENT FOR TRAINING-In Aupast
1967 we reported to the Secretary of Labor
and to the Secretary of Health. Education,
and Welfare, on our examination into the use
of certain automatic data processin. equip­
menI purchased by the South Bend Commu­
nity School Corporation, South Bend,
Indiana, with Federal funds made available
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for institulional lraining projecls aulhorized
under the M,li"po~r Development and Train­
ina Act of 1962 (MOTA). Our _iew showed
that variou.. eJectricii accounti", machines,
acquiJe<l' al a coSt o( aboul, S71,OOO, had IIOt
bee,nU,,4 for IrainillB data procemng clerks
under iheMDTA· silll:e tbe Initial training
COllI1e had beCncompleted in-FelmiuY 1965,
At tbe tiioe of our-~w. t!ie maeliines were
beillB u~by the IocaI,sdIOoI bOard for ad­
ministrative purpo"s. We found also that an
electronic computet. acquired at a cost of
5142,000 to train Jl'OIIlImme.., was being
u~ pari of the time for traini"l purpo<es
and the remainder of the time (about 60 per­
cent) by the school bOard for administrative
purposes-

Our review showed that none or lhe
foregoing equipment had been used to the ex­
tent initially anticipated. apparently because
of an overestimate o( the need for proJram­
me" and data processin. clerks in the South
Bend area. Our review further indicated that,
on the basis of the usage the equipment had
received up to the time of our review, savings
may have been possible Ihrough leasing rather
than purchasing the needed equipment We
found no documentation to show that leasing
had been .-onsidered al the time the projects
were approved.

In the interests of economy, we sug­
Jesled that (a) the Departments of Health.
Education, and Welfare and L,bor arrange for
the lransfer of the electrical accounting ma­
chines to olher Irainin. projects or make
other appropriate disposition or this equip­
ment and (b) a study be made of the presenl
aad projected need ror the electronic com­
puler in view or the limited use being made or
this equipment ror training purposes_

The Secretary or labor in October 1967
agreed that the electrkal ac(.~ountingmachines
had not been used for training purposes since
completion or the inilial MDTA training in
South Bend. Also. Ihe Secretary stated that
departmental regional representatives. at the
lime the project was approved. had objected
to the purchase or the equipment and had
discussed renting it. He stated. however. that

South Bend School officials had insisted that
the equipment be bought and that the Depart­
ment had made ibis concession to expedite
the start of the program.

The Assistant Secretary, Comptroller.
Department of Health, Education, and' Wei·
fue. advised us in November 1%7, a1ibouPt
the majority of Individual! ulilizina the equip­
ment for trainin. were IIQt MOTA trainees,
the South Bend 51'119<11 ~trict had utilized
funds other than MOl''' funds to enroll stu­
dents in adult ;wd ~tional education pro­
grams tQ make optimum use of the equip­
ment. The Assistanl Secretary said that the
Department believed that the objectives of
MOTA to make individuals employable had
been achieved even though most of the tnin­
in. conducted thus far had been conducted
with other than MDTA funds. He said also
that ihe Department had re.uJations whiclt
pr<>vide that equipment purchased wilh
MOTA funds may be rela!lWd by a school
system and utilized fllr adull or vocational
educ-.tion aad that, should a need arise for
MDTA equipment elsewhere in tile State, the
school district would IliIl. to sofTender the
.'quipment and. Iransport it to the new loca­
tion. (8·162080. Augusl 24, 1967)

75. CONTRACTS FOR FINANCING
ON·THE·JOB TRAINll\IQ"ln August 1967
we reported to Ihe Secretary of labor on our
review of eontracts awarded to the New York
City Transit Authority and the Manhattan
and Bronx Surface TrallSil Operating Author­
ity for on-theiob training or subway conduc­
tors and bus drivers under the Manpower De­
velopment and Training Act of 1962
(MDTA). 0" Ihe basis of our review. we
stated the belief that the contract require­
ments concerning "maintenance of effort:'
had not been adhered to aad resulted in both
con tractors' receiving reimbursements to
which they were not eutitled.

The objective of the tr.lining contracts
was to provide training for bus drivers and
subway conductors, which was additional to
that normally provided by the .-ontractors
themselves prior to the execution of the con-
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lrads. We found. however. that. prior to
executing the contrClcts. the Department of
Labor had not <lsl:ertained either the number
of ~mploy~es normally trained by the l:on­
tral:tors or the l...'ontr;Jdors' prel..:ontrad level
of expenditures for Iraining. We estimated
that Ihe N~w York City Transit Authority
had he~n reimbursed ~Ibollt $61,700 for
t:ertain training l..:osts that did not represent
t..:osts of additional training efforls. We were
lInablt:: 10 make any prt:cise dckrmination of
Ihe <JIllOlint that had been involved in the con­
trad with th~ ManhaH;m and Bronx Surfact:
Tri.lnsit Opcmting Authority b~cause of the
lack of adequate rl'l.:ords mainlained by the
authority. l~ont..:erning rhe number of bus
driwrs norm.llly tmined.

\Ve slIggesh,'u that the Department (a)
improve ih prO\:edurc~ for establishing and
polidng mainh:nanl:c-()r~ffurl requirements
for on-tlle-joh Iraining contwdors and (b)
perform a detailed examination of costs in­
l.."urrcJ under the: I.."onlracts allli obtain rc:cov­
crit.'s to the: I.'xlenl th'lt l:osts dlargcd to the
Governmcnt Wt'rr.: 1101 allow'lhle under the
1l'f11l~ of Ihe l:ol1lral'l~,

Tht' St'I.."n.:tJry or Lahor auvisc:u us.
among olher things. thai the maintenancc-of­
effort prilll:lplt: wi.l~ nol prl'~crib~d by the
MOTA or by n:gulatlon and that our finding
th<.lt the:Tt.' was ,-'!early expre:ssc:u legislative in­
t~llt for making Ihl' m'lilllen;mcc-of-effort rl'­
quireme:nl:'l avplil:abh: to on-thc:-job training
I.."ontracts did nol appear to be wholly accu~

r<.llc. The Scndary said. however. that a
study had bCl'11 orucn:d with the objective of
Jevising sume alternative procedure that
would prok(l lh~ Government's interest in
refraining from duplit:alive programs and yet
not ~vokc tht: aJministralive difliculties cn­
l:ountcrc:d.

In our 0plnlOn. the MDTA re'luires
maintenanL'c of effort by contractors as a con­
dition precedent to the Secretary's approval
of lhe training programs involved. Moreover,
it i.IPPC1US to liS that the Department's estab­
lishmenl of an administrative policy requiring
mi.lintenancc of effort by on-the..job training
contwl;tors was in itself an interpretation of
the legisl3tive intenl of Ihe MOTA. The Dc-
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parlment thereafter made this policy k_n
10 the Conpess. We questJon., therefore,
whether any subslantive ehalllC or revenal of
policy regarding the maintenance-of-effott
concept would be proper under the circum­
stances, wilhout first obtainina eonsressional
approval.

In July 1968 the Department informa.lly
advised us that it had made ade'-iled.audit<of
the costs incurred by the eontraeti"•. and;ihat
followina completion of the audit, refunds
totalina $49, I00 had "',en received from lhe
contractors. Also, the Department was
continuina its study to devise alternative pr0­
cedures to be used in lieu of maintenance­
of..ffort requiremenls for on-the';ob training
contracts. (8-146879, Auaust 28, 1967)

VETERANS BENEFITS

76. ELIGIBILITY OF 'ENSIONERS
TO RECEIVE OISABILITY AND DEATH
'ENSIONS·-In December 1967, we reported
to Congress the availability of significant sav­
iugs Ihrough improved Veterans Administra­
lion (VA) proeedures for detennining the
l:ontinued eligibility of pensioners to receive
non-servicc-eonnceled disability and death
p~llsions. As a condition 10 receiving benefits,
~ach pensioner is requir-:cJ by law to submit
an annual income report to the VA, reporting
Ihe amount of income received for the pre­
violls calendar year and the income expected
for the currenl year.

On the basis of our random-sample
examimltion of pensionel'S income reports. we
estimated that about 490 of the 32,728 pen­
sioners on Ihe rolls of the St. louis VA Re­
gional Office had understaled their incomes
reported for 1964 by amounts suflicient to
have required either reductions in. or termina­
tions of, their pensions. We estimated Ihal the
IIl1detected overpayments resulting from these
understatements totaled S172,000. Because
our review was limited 10 the SI. louis
Region, we did not ..Iimale the extent of un­
dcte<lod overpayments which may have nc­
cuned at VA's other 56 regional offices.

Certain pensioners are also required by



law to report their year-en4' net wQfth as a
L'OfI<Iitlon,1o receiyUjabenefi.l.S. We noted un­
denlatementsllY' •iJldivid!,IAis of net wQfth
amoutitinl,to,as rituch;llS'S67·,ooo.

AccordillJly, we recommended that the
Administratot:·of,·Veten"" Affllin t.aite Ippro­
priate action to (a) provide- pensioners with
more PRcise instructions for preparina their
annuallncorile questioonaires, 'and'(b) provide
adjudicators with IIlOre effective criteria and
proced'uRsfor obtainillJ, reviewillJ, and veri­
fyina filllincial data reported on such ques­
tionnair's.

In March 1968, the Associate Deputy
Administrator infotmed us that, since the
period· of oiIr review, VA had ritade several
improvements to facilitate auditinl of Income
questionnaires, includiill additional controls
and procedures for revlewina the question­
naires. He informed us also that VA expected
to install a redespd L'Ompensation and pen­
sion computer system in the near future that
would provide the potential for a more re­
fined audit of annual income information.
With respect to the overpayment ea."", cited
in the report, we were informed that most of
the cases were sustained and that VA was tak­
ing .ction to recovert~ overpayments.

We plan at a future date to review the
effectiveness of VA's improved procedures for
minimizing overpayments of non-service­
connected disability and death pen.ions.
(8·114859. December 28,1967)

71. CONTROLS OVIR GUARDIANS
OF MINOR AND MENTALLY INCOM.
PETENT BENEFICIARIES..ln a report issued
to the Congress in January 1968, we ex­
pressed the belief that the Veterans Adminis­
tration (VA) could-without adversely af­
fecting lhe management of the guardianship
program--(a) realize savings in audit costs of
up to S450,OOO annually by auditing guardian
accountings at J-year intervals rather than
annually and (b) discontinue certain interim
field investigations which we estimated would
result in savings of up to $440,000 a year.
Also, we expressed the helicf that cases in·
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vMinl certain incompetent benefieiaries war­
rant penonal contaets more frequently than
every 3 Ye8'" We estimated \hat. IIationwide,
the additional c:osts that would result from
the increased contacts milbt amount to ap­
proximately S50,OOO annually,

We noted that VA audits pardian ac­
countin.. IS frequently as the ae:countinp are
required to be faled with State courts by. ap­
plicable State laws. Most States require pard­
ians to file such· acc:ountin.. annually. In
States in whieh these accountinp are IIOt re­
quired more frequently than once in 3-yealll,
VA audits the aecountinp.t 3-year intervals.

After brinaina these mallen to the allen·
tion of VA, it aareed with our beliefs that
certain fleld investiptions could be decn md
and that penona! contacts in certain incom­
petent beneficiary caRS could be increased
and it took action a101ll these lines. VA, how­
ever, disqreed with our belief that the fre­
quency of audits of pardian aeeountinp
"-auld be reduced.

VA informed us that it had been instru­
mental in the enactment of IepJation in vir­
tually all States co",tituting VA as a parry in
interest with St.te courts in cases involving
VA benefits for the legally disabled, that the
courts had granted VA attorneys special pre­
rogatives which had the effect of minimizin.
the cost of administerina estates, and that, if
VA did not audit the accountings at intervals
prescribed by State laws, the courts miaht
react by requirilll VA to meticulously adhere
10 all requirements of State statutes, court
rules, and local practices.

Because VA is not legally required to ....
dit accountings annually and because sub­
stantial economies could be achieved by re­
ducing the frequency of audits without ad­
versely affecting its manaaement of the auard­
ianship program, we recommended that VA
examine into the feasibility of arranging with
appropriate court officials for workable plans
for reducing the frequency of VA audits of
guardian accountings. (8-114859, January II,
1968)



WA TER RESOURCES
DE VELOPMENT PROGRAMS

78. LAND ACOUISITION FOR FED·
ERA L PRO J E C T SUN D E R CON­
DEMNAT�oN PROCEDURES··ln our March
1')68 report to the Commissioner. Bureau of
Reclamation, Department of the Interior. we
stated that our limited review of the State of
California's land acquisition for the San Luis
Reservoir and Forebay under the agreement
of 1961 between the United States and the
State of California for the construction and
operation of the joint-lisc facilities of the San
Luis Unit. Cenlral Valley Projed. showed lhat
the Bureau should have evaluat~d the differ·
cnc~s in Fedcf31 and Slate condemnation pro·
~edllres before requesting the State to pro·
ceed with the li.md acquisition. Such an evalu·
alion would have idcntiticd key differences in
procedures as they rchlle to establishing land
values and interest costs.

Under Fcd~ral «.:umJcmnalion procedures
the value or tilt: land is establish~cJ as of the
date of filing tlu: condemnation action; under
C'alifomia procedures land values are based on.
values as of the- date of the trial if the cusc is
nol tried within I year after l,;'onlln~m;CIll~nt

of the condemnation action. We stated that.
because of the rising land values and delays in
final court adion. we believed that acquisi·
tion under Federal cundemnation procedures
would have been less costly.

From the available records. we estimated
that the cost to thr.: Fedcnl·State partnership
increased about S6~O.()()O because of in·
creased land values for the acquisitions we
examined. Because the Bureau shared 4S
percent or the joint-use facilities cost. the
additional cost to the Federdl Government
amounted to about S27'1.000. The higher in­
terest rate-7 percent as opposed to 6 percent
under Federal law-payable to the former
owners under State condemnation law should
also 00 considered.

Because land acquisitions for the San
Luis Unit were substantially complete. we rcc·
ommended that the Bureau in all future joint
projects-specifically in connection with the
proposed Peripheral Canal Unit-adequately
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evaluate the alternalives available under the
respective agencies' condemnation procedllreS
to obtain the most effective use' of ·Fedel'31.
resources. The Bureau asreed with ·this recom­
mendation and advised us that, in future·jOint
projects, the Bureau would acquire the neces­
sary land. (Report to Commissioner, Bureau
of Reclamation, Mareh 12, 1968)

79. COMPUTING THE COST OF
POWER SOLD FOR COMMIEliCtAL PUR­
POSES-In a Mareh 1968 repOrt to the Co...
gress, we noted that the Government's invest­
ment in power gener.tion facilities of the Mis­
souri River Basin Project (MRBP), Bureau of
Reclamation, Department of the Interior, had
been suballocated 10 nonoint.rest-hearing irri­
gation investment on the basis of estimated
ultimate use to be made of the power fa­
cilities. Use of the power facililies;huwever,
was signilicantly less for irrigation and signifi­
cantly more for commercial power than ex­
pected at ultimate development. The Govern­
menes investment in commercial power facm·
ties was repayable by the users. with interest.
As a conSl.'Qucnce, costs assigned for repay·
ment by commercial power customers had
been substantially understaled.

We estimated that, if the current-use
method of suballoealiun had been utilized,
the additional costs allocable to commercial
power would have been about $400 millie n
more than shown in the 8ureau's report on
the financial position of the project.

We recommended that, to plaee the re­
imbursable power investments in their proper
perspective ac.'Ording to use and to provide
for interest on all investments used for the
production of power for eommereial pur­
poses, the Seeretary of the Interior direct the
Commissioner of Reclamation to adopt, in fu­
Illre rate and repayment studies of MRBP and
other projects, a consistent policy of subal­
loeating its power investment to irritlation on
Ihe basis of anticipated current use ralher
than ultimate use.

We rccommend..-d also that, if special cir­
cumstances seemed to W'JRant a departure
from the reeommended poli<.1' on the suba!-



The ()e~inent, advised' us that it did
I1Qt "'* 1liih:clUr cOnC~ .lief our pro­
poSIIs~ it beiJmdT tllat the COJlll"l

.nd it. committees bad consdousIy and
lff'artIIIltively .-pted its report oe the fl.
1IIllCiI1' p<iliiion of tlieMI,UlP: ill' its8lltUety,
Includin. tIie fomlul. for c.uballoClti'll the
power investment filr rate and repayment pur­
poan, as tIie lIJiuj autb9tlzecHor tIie rlllllicial
JIlIn ,Ement of'MRBP.(B-12S042,"'tc:b 18,
1968)
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AUTOMATIC DATA PROCESSING SYSTEMS

A CQUlSITlON OF A UTOMA TIC DA TA
PROCESSING SYSTl:.MS

80. MEETING REQUIREMENTS
THROUGH SHARED USE OF COM·
PUTE RS--We reporled 10 lhe Assislanl Secre­
tary for Administration, Department of Com­
m~rce. that our review showed that, in order
to meet the needs of a specific project or pro­
gram. lhe Coasl and Geodelic Survey (C&GS),
Environmental Science Services Administra­
tion had purchased one computer at a cost of
5105.000 and had leased anolher al a cosl of
aboul S191,000 wilhout determining whelher
uS4Jble lime was available on existing Govern·
ment computers in the Washington. D.C..
area. As a result of our review, we concluded
that such usable time was available and that a
su bstantial portion of the costs totaling
5296,000 could have been avoided if C&GS
had utilized these existing computers rather
than obtaining two new ones.

In December 1964. subseqllenlto Ihe ac­
quisitions of the computers. the Department
established the position of an automatic data
processing (ADP) planning officer. Among
other things, the planning offi~er was respon­
sible for making evaluations of the agency's
overall needs in connection with proposed
computer acquisitions and for determining
whether ADP requirements could be met in
whole or in pari Ihrough the sharing of exisl­
ing Government computers. (Report to Assis­
lant Secrelary for Administration, Depart­
ment of Commerce, August 29, 1967)

81. ADEQUACY OF STUDIES MADE
PRIOR TO ACQUISITION OF AUTOMATIC
DATA PROCESSING EQUIPMENT--On the
basis of our examination into studies prepared
by the Grand Junction Office (GJO) of Ihe
Atomic Energy Commission (AEC) 10 justify
its need for purchasing certain automatic dala
processing (ADP) equipment, we con<:luded
Ihat GJO had not clearly demonslrated that
Ihe benefits to be derived would justify the
cost of acquiring such equipment. In our anal­
ysis, we found that GJO apparently had not
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quantified, in the study report or elsenere,
the amount 0( savinas that would··result from
the computer applications in tbe· form of'tillle
and/or money, nor had GJO CJlW\tified tlie
extent to which the level of perfotman¢e IIId
results on any given job would be sillilifii:antly
raised.

GJO had explored Ihe possibility of
leasect wire service, and the study indicaled
that interim use "r a remotely located com­
puter with a dire vire hook-up would cost
about 554,000 per year for the time needed
to process its information, contrasted with
Ihe 5420,000 cosl of purchasillland installing
the proposed ADP equipment and the annual
maintenance cosls of ab()ut $8,400_ Accord­
ingly, in the inleresl of economY, we pro­
posed thai, in lieu of purchll$in. Ihe ADP
equipment, consideration be liven 10 Ihe
altemalive of arranging for lime on an exisl­
ing AEC computer system al anolher loca­
tion. AEC subsequently advisect us tbat it had
decided not to purchase tbe proposed ADP
equipmenl and was considering an allemative
arrangemenl of a direct...i", hook-up with III
exisling AEC <-omputer system_ (Report 10
Manager, Grand Junction Office, Atomic
Energy Commission, June 7. 1968)

12. ADEQUACY OF STUDIES MADE
PRIOR TO ACQUISITION DF AUTOMATIC
DATA PROCESSING IQUIHlENT--AI Ihe
request of the Chairmlll, House CommiUce
on Appropriations, we inquired into the prac­
tices followed by the Department 0( Defense
?nd Ih~ military departments in acquiring and
Instalhng new aulomatic da'" processing
equipment for U!le in new computerized man­
agement syslems. In our report to Ihe Com­
miUee issued in March 1968, we stated Ihal
I_he Deparlment did not have III overall plan
lor th~ ~ontrol 0( lhe p1l11ning, developmenl,
acqUlSllJon, and implementalion of slIch
systems. As a consequence, lhe military de­
partments and Defeme lIIencles developed
their own systems unilaleraUy and inde­
pendenlly without reprd 10 interservice COIll­

patability or relationship of the systems.



We recommended Ih.1 lhe Secretary of
Dereme (a): direcl Ihat an overall plan be de­
vel0l'eiho serve K a framework within which
sy$t~iri, imRrovement projects woulil be de­
veloped;.(b)~q~ire thaHhe concepts and ob­
jectives' of system improvement projects
adhete to the colil-epls and' Objectives or the
oveiall plan, and '(cJ, direct that a study be
ma. of the system improvement projects al­
ready underway 10 ensure that the projects
were in conformity with the overall plan.

Ou, findinSS and recommendalions were
discussed in' the House hearinss on the De­
partment of Defense Appropriations for 1969
at which time tbe Department of Defense ex­
pressed concumnce with our recommenda­
lions. (8-163074, March 13, 1968)

UTfLlZA TfON OF A UTOMA TfC DA TA
PROCESSfNG SYSTEMS

83. BENEFITS OF IN-HOUSE MAIN.
TENANCE··The Federal Government is a
large user of aulomatic data processing (ADP)
equipment in its operations. In 11I0st cases,
maintenance services for Govemment-owncd
computers are being obtained from computer
equipment mauc r"lcturers. Only a relatively
small number of Government computer instal­
lalions have adopted a policy of in·house
maintenance for their equipment. Because of
the increasing investment of the Federal Gov­
ernment in computer facilities and the related
increase in direct maintenance <:osts,our Office
has made a study of the many factors that are
involved in making decisions on obtaining
adequate maintenance service at reasonable
cost.

Ou the basis of our study. we have con­
eluded Ihal grealer consideralion should be
given to in-house maintenance of Govern­
ment-owned ADP equipment because of lhe
potential for cost reduction in obt3ining this
necessary service and other possible ad·
vantages, including greater management con·
tcol over maintenance work. increased accep­
tance of computer operations by other erll-"
ployees. and a high level of compuler effi­
ciency (i.e.. little downtime).
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Altho"'" in-house maintenance of ADP
equipment in the Federal Government· is iIOt a
comlnOn practice, we'did visit severil Govern­
ment il!Slallations that have followed Ihls
practice successfully. We also visited several
non-Feder.1 and private organiZations that do
their own maintenance work..

No simple, precise criteria for deter­
mining the feasibility or in-house maintenance
can be sel forth which will apply uniformly 10
aU Government installations. Durin. our in­
quiries at Government and private installa­
tions which had adopted in-house main­
tenance policies, we noted thai the followina
operalional and cost facton were considered
before making in-house maintenance deci­
sions:

--Operational character of syst~ms_

--location of equipment.

--Split main tenance responsibility.

·-Qualitv of maintenance.

--Modification by equipment manu~

facturers.

--Size of computer installation.

We pointed out in our report to the Con­
gress in April 1968 Ihatlhe inveslment of the
Federal Government in compuler facilities
and related direcl mainlenance eosls, cur­
rently about 550 million annually. could be
expected to continue 10 increase. We con­
cluded that Ihere was need for more manage­
menl allention toward ascertaining the most
efficient. effective, and economical methods
of maintaining Government-owned ADP
equipment. For lhese reasons, we recom­
mended thai:

--The Bureau of the Budget require
the executive agencies to consider
in-house maintenancQ in reaching
procurement and maintenance de­
cisions and Ihal the General Ser­
vices Administration accelerate ils
studies now under wayan this



subject wilh ;10 objeclive of pro­
mulgating more 'ip~cilic policies
for the guidance of Federal ilgen­
cies in obtaining ildeQuate main­
lenance service at the leasl COsl 10

the Government.

··The head of ~ach Federal iJgency
i:jrrange tor Il1e establishment of
procedures tor arriving at the most
ddvantageous decisions lor main­
lenalll~ uf ADP eQuipmenl.

We also suggested that. pending issuance
of more specifk policy guidance in the execu­
tive branch. th~ Fed~ral agencies use tilt: de­
tailed operational and cost factors we in­
cluded in the report in 'Irriving at mainte­
nanct' decisions for their ADP equipment.

The Burc<lu of the Budget has ...dviscd us
that it is taking steps to i.lfllCnd its Circular
No. A-54 which rd;ates specifically to ac­
quisition and usc of ADP equipment to ensure
that agencies give appropriate consideration
to the: l'se of in-house maintenance.

The General Services Administration has
accelerated its study by awarding a contract
for consulting services to conduct u survey
"to identify the optimum leust cost alter­
native means for mainknancC' of ADP within
appropriate parameters such as make. size and
Iype or equipment. Iype and priority or appli­
cations and geogr.<Iphical consid~rations."

The General Services Administration also
has advised us that it will issue a Feder... Prop­
erty ~:lnagement Regulation containing some
initial interim guidelines to iJssist agendes in
their evaluation of alternative means of main·
tenancc. These guidelines will COver the fac­
tors brought out in our reporl. (8-115369,
April 3, 1968)

8•. SAVINGS ACHIEVED
THROUGH DIRECT PURCHASE OF COM­
PONENTS AND SPARE PARTS..Ouring our
study of maintenance praclices of AOP equip-
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menl USCts in the Federal Govcrllment and
several non-Feder..t and private !lQIriWilici~,.
we noted instances where .e~j'm.ii.~leri,
saved Iheir activities siPjfi~t' ·sum.i'-'of
money by nol purchasinll ...pPSYStei)l' 'cOlIl7
ponenls and repair parts from lhe compulet
manufaclurer bul parchasinll lhe ilems' direel
from Ihe aclual manufacturers oft,lie cOI1l"
ponenls or from olher sourCeS of supply. For
instance:

-·The United States Fleet Numerica.
Weather faCility performed its
maintenance on an "in·house" ba·
sis. As a result. it was in a position
10 dClermine Ihe best method of
prOCurement. The Facilily, for ex·
ample. made two procurements or
drum-storage devices and related
controllers for $900,300 from the
aclual manufacturers of the items.
Equivalent equipment procured
frorn the computer manufacturer
could have cost an additiona.·
$475.200.

·-Repair parts for the large-scale
computer syslem at Ihe Dala Pro·
cessinu Center, United Slates
Army Deputy Chief of Staff for
Logistics (OCSLOGL were no1
usually purchased from the manu­
facturer. Some of Ihe repair pariS
were obtained by lhe purchase of
a complete computer system
deemed obsolete and sold at sal- 1-

vage or scrap price on the open
market. This practice contributed
to the relatively low cosl of main-
tenance at this installc.tion.

--Systemelrics. Inc .. a private com­
puter ser.... ice bureau, followed the
same practice as DCSLOG
(above). The modest pri:ce this
company paid for spare parts con­
tributed to the relatively low over­
all cost of mainlenance of the
company.

In OUr reporl 10 Ihe Conaress in April
1968, we expressed lbe view thollbe cosl sav-



inss from direct procurement, illustrated by
the caSes we encountered, su....ted that this
method of procurement should be more ex,
tensively explored iii prO¢uring AOP com·
ponents and parts needed in mailltaining Gov·
ernment-qwned' AOP equipmen.t. We are con·
dllctinl further studies of this question as a
preliminary to makin" specifIC recommenda­
tions, (B-1 15369, Apn13, 1968)

81. CONTROLS OVER un OF COM·
PUTER AND ADP MATERIALS·.Qur review
of the State Department's automatic data pro­
cessing (ADI') function in the ReaionaJ Fi·
nance and Data Processing Center (RFDPC) at
Paris, Fran•..,. revealed internal management
control system weakn.....s which enhanced
the risk of unwarranted or unauthorized use
of the ADP equipment and endangered the
security and integrity ot' the ADP :>rograms
and related dr·cumenlation.

We found that (a) unsupervised console
operators had access to ADP equipment and
all documentation and materials needed to
operate the computer for unauthorized pur­
poses. (b) administralive reviews were nol
being performed to ensure that employees
were following prescribed procedures for
modifying programs and related documen·
talion, and (c) essential documentation was in
French and, therefore, an impediment to et'­
fective management control and review ef~

forts.

The details of our findings and specific
recommendations for strenglhening general
management control and communication pro-­
cesses were presented to the Deputy Under
Secretary of State for Administration in are'
pori issued in January 1968. In a leller of
reply in June 1968. Ihe Deputy Assistant Sec­
retary t'or Budget acknowledged that the Dc­
partmenl had derived benefit from our review
and stated that major changes in operations
subsequent to our review had required are·
structuring of management controls com­
mensurate with the revised parameters of op-­
crations. In his Jeller, the Deputy Assistant
Secretary did not provide infurmation con·
cerning specific actions taken or planned with
respect lo our report recommendations.
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We understand that, actins on a con­
pessman's suaestion, the Bureau of the Bud·
get has asked the Department of Defense, the
Treasury Department, and the Post Omce De·
partment to ascertain whether the conditions
described in our report arc existent in their
respective ADP systems and if so, to consider
the applicability of our recommendations.
(B-146703, January 31, 1968)

88. MERGER OF AUTOMATIC
DATA PROCESSING OPERATIONS··ln July
1967, we reported 10 the Department of State
(State) and the Agency for international De·
velopment (AID) that, although both aaencies
were continuins to utilize separate automatic
data processins (ADI') facilities to process
information for housekeeping activities and
were planning 10 separately apply ADP to
their substantive activities,

--the eXisting ADP systems were
largely oriented toward essentially
sim ilar financial and statistical
data;

·-the planned substantive applica­
tions. which in many cases were
uniQu~ with respect to the agen·
cies' activities. nevertheless would
no t involve incompatibility in
terms of their adaptation to ADP;
and

-Ihe geographical locations of the
respective agencies' activities were
such as to permit full service to
both by a merged AOP facility.

We pointed out that substantial efficiency and
economy could be accomplished by mergins
the separate ADP operations of State and AID
in an ADP service center installation desisned
to serve the needs of both agencies.

In fiscal year 1965. although a joint
State-AID stu~y of the feasibility of merging
the two sys'f,;ms was under way. State issued a
letter to a computer company for a more s0­
phisticated new generation computer cantigu·
ration having much greater capacity than



those in use by State and AID. We therefore
wrote a letter to responsible State and AID
officials on March 30, 1965, reg'drding the fea­
sibility of merging the separate operations, in
which we pointed out that the plans for ac­
quistion of the advanced equipment had not
included consideration of the possibility of
merger and recommended that they explore
such possibility before making a firm commit­
ment for new equipment. State. however. pro-­
cured and installed the new computer con­
figuration in November 1965.

State and AID advised us that they had
agreed in principle with QUf suggestion for a
shared State-AID ADP facility and had been
looking toward acquiring such a common util­
ity in the future but that they believed this
action was not feasible or desirable at that
time. They stated that the tentative conclu­
sion of a joint study of information manage­
ment by the agencies concerned with foreign
affairs activities and the Bureau of the Budget
indicated that a master ADP facility might
eventually be used by the foreign affairs agen­
cies and that several agencies might find it
essential to maintain ADP installations, com­
patible with and satellite to this central sys­
tem, to m"et agency-unique data processing
problems.

We suggested that State and AID jointly
reconsider the merger of the administration,
management, and other operations of their
data processirlg activities to achieve more eco­
nomical aliu effective utilization of ADP
equipment without unnecessary proliferation
and to improve systems design and program­
ming leading to more effeL:tive management
of ADP operations. We believe that prudent
management dictates prompt efforts in order
that the advantages of joint application to the
present!y compatible agencies' activities may
be realized. Such joint application could be
extended later to other appropriate areas, in
view of the im:ipient plans for substantive ap­
plica tions.

58

In July 1968 we were advised by State
and AID that they had reestablish,,!! a joint
workinll JI'Oup which had set forth .afOllr-step
plan to thoroushly explore D(lt only abilat­
eral integration but a common data-processina
capability for the foreillll affairs community,
The plan seeks:

--Common applications for opera­
tion in the State and AID facili­
ties, through interagency working
groups of systems analysts and
programmers. United States Infor­
mation Agency and United States
Arms Control and Disarmament
Agency will be invited to partici­
pate in these efforts. Payroll and
personnel data applications will be
the first areas of study, followed
by other housekeeping ftrrtctions.

--The building of these common ap­
plications within certain param·
cters to ensure their future com·
patibility with a single Foreign Af­
fairs Da ta Processing Center. the
design and establishment of which
is the second step of the overall
effort.

--The linkup, as (he third step, of
the various agency common sys­
tems to the centr"l facility using
on-line, remote-terminal, and
time-sharing techniques as appro­
priate to each serviced agency's
needs.

-·The servicing through the Foreign
Affairs Data Processing Center of
program applications unique to
the user agencies and the gradual
elimination of hardware at each
user site.

(8-158259, July 14, 1967)



INTERNAL MANAGEMENT PRACTICES
ANDfl&LATED CONTROLS

ACCOUNTING AND FISCAL MA TTERS

17. FINANC:ING OF SITE ACQUISI·
TlONS··We fourid that the Post Office De­
parlment had initiated actions to acquire
some sites for leased postal facilities earlier
Ihan the actions probably would have been
iniliated if the funds available for sile acquisi·
tions had remained available after the end of
the fi"",,1 year. Moreover, on the basis of our
review. we believed Ihat some of Ihe Depart·
ment's early acquisition•. of sites had resulted
in additional cosls to the Government and
that, in a few cases. the Department might
noI have made sufficient sludies before
initiating ""tions to """Iuire facility siles.

11Ie system aUlhorized for financing site
acquisition transaclions had most of the fea­
lures of a revolving fund except Ihat. al the
end of each r....1year, on June 30. any funds
that were not obIipled, lapsed, and had 10 be
covered into the Treasury as mis,:eIlaneous re­
ceipls. We believed thai the provision of a re­
volvinll fund with a no'year limitation would
provide Ihe Department wilh an effeclivc and
orderly means for financing site acquisition
transactions and would eliminate any incen­
tive for premature or hasty actions 10 obligate
funds al the end of a fiscal year. We believed
also that congressional conlrol over the De­
partment~s site acquisition activities would be
strengthened if Ihe Department were required
10 report annually to Ihe Congress on the op­
erations of the fund.

In a report issued to the Congress in May
1968. we recommended that consideration be
given to amending existing legislation to (a)
authorize. and provide the Department with.
a revolving fund of an appropriate amount for
financing the acquisition of sites and the plan·
ning of postal facilities pursuant to the au­
thority contained in section 2103 of lille 39,
United Slates Code. and (b) require lhc Post­
master General to include. in his annual re­
port to the Congress. data regarding the activi-

59

ti<:s of the revolving fund, including the in·
vestments in sites for proposed new facilities.

We furnished copies of our draft report
to the House and Senate Committees on Ap­
propriations; and. in lheir reports on the Trea­
sury, Post Office, and E.ecutive Office Ap­
proprialion Bill for 1969, the Commillees di­
rected thai Ihe Department's sile acquisition
fund. be trdnsferred from the Buildinll Occu·
pancy account to the Postal Public BuildinlS
account which has a no-year limitalion and
that future operations utilizing the site acqui­
silion fund be undertaken only after complete
juslificalion. by line item projecl. had been
made available to tbe House and Senate Com­
millees on Appropriations. We believe thai
Ihose actions should accomplish most of the
objectives of our recommendations.
(B-153129.May 1,1968)

88. DETAILING OF LOCAL POST Of·
FICE EMPLOYEES TO OTHER ACTlVI­
TlES..ln a February 1961 report to a Sub­
committee of Ihe House Commillee on Ap­
propriations. in re~ponse to a request from
the Subcommittee Chairman. we poinled onl
that the Post Office Deparlmenl had autho­
rized its regional offices to utilize the services
of employees detailed from local post offices
and that. as of October 1. 1966, a total of
560 such employees had been delailed for
work al regional offices. Some of these em­
ployees had been on such assignments for
more than 8 years.

We poinled onl also that Ihe salaries of
local post office employees on detail to re·
gional offices had tOlaled _honl S3.9 million
during rlSCal year 1%1>. The salaries of Ihese
employees had been paid frol11 funds appro­
priated for postal operations. whereas the ac­
tivities to which the employees were assigned
normally would have been financed from
funds appropriated for administration and
regional operations. We stated thai the



Department's at:lJons did not appear to be in
conformity with the intention of the Congress
as expressed in the ad making appropriations
available to the Department for fiscal year
1966. That ad l:ontained a limitation of $1
million on the Ul110unl by wilkh lhe appro­
priation for administration ilnd regional op­
l!rations l:ould he in..:reasctl by lransfers from
other appropriations.

Tilt: illformiJtion in our report received
extensive ath.·nlioll during lhe ItJ6X appro­
priation hCiJrings in both Ihe House and the
SeniJte. To comply with requirements im­
posed by the Appropriations Committees. the
IXparlment established procedures to control
lhe detailing of employees of 'o..:al post of·
riCt'S to oth.... r adivities of the D~partmcnt.

These procedures limikd to () months the
time that an employee could be detailed. The
prol:edure::. .lisu required that details of em­
ployees to regional offices be ,Ipproved by the
Department's Offil:t.' of Regional Adminis·
tration i.llld that details of t!mploy~es to 01her
organizational units be approwd by the or·
rice of the Deputy Postmaster General. In ad­
dition. till' proL:t:uures provided for submit­
ling fo the Congrc~~ scmiillinual reports dis­
dosing p~rtiJll'nl information regilrding the
del ailing aclivitk's. (U-I 5976K. February 13.
1907)

89. CRITERIA USED TO ALLOCATE
ADMINISTRATIVE COSTS··ln a report is­
'lied to the Vcter.ws Administmtion (VA) in
January 19hM. we expressed the view that the
LTitcria lIsed by VA to allocate administrdtive
costs to the veterans reopened insurance
(VRI) progralll werc not reasonable because
the aitaia did not require thai all applicable
t:o~t.s of Ihe planning amI the insurdnce appli­
t::tlion processing phases of the program be
l:harged to the program. The legislation enact­
ing the VRI program authorized a revolving
fllnd in whkh revenues are deposited and
from which expenses are paid. The costs in­
curred by VA in administering the prOgr'tlm
are recouped from the VRI revolving fund.

Our review of time records maintained
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by one department in VA showed that, for
the period October 1964 through June 1967,
over S123,000 had not been charged to the
VRI program as a rellUll of the questionable
accounting criteria. In another department
within VA, we found that manaaement and
supervisory time above a certain level had not
been charged against the program. VA budget
starr estimated such time to be as high as
$7,500 for a recent calendarquarler.

Accordingly, we recommended that VA
revise its accountillll criteria for personal ser­
vices or the VA Central Office so· as to recoup
all \X"rsonal service costs incurred during the
planning and inllUrance application processing
phases of lhe program.

In February 1968, VA advised us Ihal it
believed Ihat the costing criteria established
was practical and reasonahle and thaI it did
not plan to take any action on our recom·
mcndatioll.

We round also thaI, contrary to enabling
legislation. VA had not transferred to the
Trca~-ury any amount for "Other Aaencies"
costs from the inception or lhe VRI program.
After bringing this mailer to the allention of
the VA, we were inrormed that 546,410 had
been trtlnsfclTcd to the Treasury to coYer
these cosls. (8-114859, January II, 1968)

90. INSTALLATION OF COST-8ASEO
BUDGETING PRACTICES··Effective July I,
1967, cost-based budgeting practices were put
into errect by the OfrICe of the TrellSllrer of
the United Slates. Treasury Department. to
provide for cost performance planning and reo
porting by all organizational segments in the
Ornce. It was the :>Ian of the Ornce to make
refinements in the practices as cXtxrience dic­
lates.

The Orrice's action resulted from Sll8l!C5­

tions made during our revkw of its adminis­
trative aCL-ounting system which was approved
by the Comptroller General on June 28,
1968.



At the time the accounting system was
submitted to us for review and approval, it
provided for expenditure reports for only
four organizational units, having reimbulllable
activities. Management <"uld not readily com­
pare planned prolJl'am and activity costs with
;letual costs.

After we brought this matter to the at­
lention of representatives of the Office, they
decided to i.nstall cost-based budgeting prdC­
tices for I J. organizational units and require
propam managers to submit wrillen explana­
tions as to tbe reasons for significant variances
between planned and actnal costs. (B-1 I 5388,
June 28, 19(8)

91. IMPROVEMENT OF THE AC·
COUNTING ANO FINANCIAL MAN­
AGEMENT SVSTEM·-Jn a leiter to lhe Trea­
sury o."utment in May 1968. we stated thai
the administnltive accounting system of the
Officc of the Secretary did not mect lhe "c­
counting principles and standards prescribed
by the Comptroller General.

We pointed out lhal (a) the system was
not designed to systcm~ltic;,lIly ilccumulate
costs by major or~..nizalional segmenls. (b)
financh" planning and reporting were by ob­
IigatioJl!i. nor costs. (e) costs of rcil1lbllrs;'lbl~

services were not being fully recovered. (d)
accrual accounting was nol completely impte­
mented. (el certain principles and practices re­
lating to property accounting needed imple­
mentation. (0 certi.tin bookkeeping practices
resulted in unneccsseJry recordkeeping. and (g)
the accounting m.lIlual w<ts not fully descrip­
tive of the system in operation.

During our discussions with Office of the
Secretary representatives. it was agreed thai
the system nceded revision and improvelll~nt

in order to hring it to the level where it could
be approved hy the Comptroller General. We
wcre informed that consideration would be
given to the matters discussed in our lettcr
h(fore the Oflicc of the Seaetary again re­
quested approvaJ of the accounting system.
(Report to Assistanl SCcrcl<lry for Adminis­
tration. Treasury Dl·partment. May JI. 19(8)
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92. CRITERIA FOR VALlO OBLlO"·
T10NS·-On the basis of our review of selecled
year-end obligations of loan authorizations of
the Farmers Home Administrdtion (FHA) and
the Rural Eleclrificatioll Administration
(REA), we recommended that. in order for
10311 authorizations to be validly obligated in
the year sought to be charged. lhe Secretary
of Agriculture direct the Administrators of
FHA and REA to revise applicable procedures
to require Ihat the loan applicanls be notified
of loan approval within the particular year.

We found lhat both FHA and REA had
failed to advise loan applicants within lhe fis­
cal year charged that their loans had been ap­
proved. The communication of loan approval
within the fiscal year charged is essential to
support all obligation within lhe requirements
of seclion 1311 of the SUl'l'lemental Appro­
prialions Acl. 1955. as amended (31 U.S.c.
2(0).

In commcnting on our finding. thc Assis­
tant Secretary of Agriculture advised us that
Ihe "dministralors of both agendes had been
djrt~ded to amend their procedures to provide
notification to borrowers in the fiscal year
that their loans arc lIpproved. Our follow-u"
review of Ihe adion proposed showed that
bot h agencies had amended their procedures
10 implemcnl our recommendation. (Reporl
to Secretary of Agricultur<. October 6.1967)

93. CORRELATION OF ADVANCES
OF FUNOS WITH NEEO·.()n Ihe basis of our
review of lhe Department of Agriculture's
procedures for advancing Federal funds to the
States under programs of the Federal Exten­
sion Service and the Cooperative State Re­
search Service. we estimated thai about
$790.000 in interest costs on Federal borrow­
ings could have been saved during fiscal year
1966 if lhe Deparlment h"d disbursed fUllds
to the States as needed instead of making ad­
vancements on a quarterly bctsis as required
by law for 9S percent of the funds. Funds
lIdv"nced from the U.S. Tre"sury before Ihey
are needed either unneccs.'\3rily increase bor­
row i ngs or are not available to reduce



previous borrowings and thereby increase in­
terest costs.

w. proposed that the Secretary of Agri­
l..'ullure. in c.:ooperation with the Director,
Burcau of the Budgd, and Ihe Secrelary of
the Trea:loury. submit a legislative proposal for
consid~ration by the Congress for the amend­
menl of the Smith-Lever Acl and the Halch
Act to ddere rhe requirement that funds au­
thorized by thcSt: acts be made available to
the Siaks 01\ a quartcrly basis.

In response to our proposal. the Assis·
tant Scc.:rdary of Agriculture stated that, in
1it.'lI of dt"wloping spcdtk legislation, the Dc­
p~lr[rncnt (ould under existing law use the
lcotfl..·r-of·c.:reuit procedure. This procedure al­
lows rt.'dpients 10 llrJw flUlds for program op­
l'r"fion~. a~ Ill~cdt.·d. through Feder.lI Reservc
hanks. Thl' Assistant Set.:t .. tary stated further
lhat Ilh.: Il'th.'r-of-aedit procedure could be
plal:ed ill l.'rrl.'d provided the States are given
the right to draw funds <.It their disaetion. In
addition. he stated that. on this basis, the
Stalt.'s would be requcsted. hut not required,
10 dr<.lw upon leltcrs-Qf"1:rcdit only on th~

b;l"i... of n~t'J, Th~ lctter-<>f~aedit prot.:t:durc
Wi!'" Iltlpll..'I1lI..'ntcd effective January I. IlJ6M,

We concluded thai thl: Department's
plan 10 permit Stl.1ks to draw funds under
Ictlcn.·or·crcdit would result in substantial in­
teresl ~,Ivings to the Government if the States
dr,nv funds only on the basis of need.
CIl-11>2517. November 13. 191>7)

94. USE OF IMPREST FUND··W. re­
porled 10 the Acling Maritime Administrator.
Deparlment of Commerce. Ihal our review of
St' kl·tcd adnlinistrative operations showed
lhat ~crtain aCt.·ounting pradices with regard
lo Ihe imprest fund should receive further
consideration SO as to improve administrative
control. An impresl fund in the amount of
53.000 was being maintain~d in the OffiCI: of
Adminislrative Services for .use in purchasing
goods or services which did not exceed $100
in cost for anyone transaction and for use in
emergencies which did not exceed $250 in
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cost. We found thai aboul one half of the
dollar amount used by the fund was for reim­
bursement of trayel expense vouchers. We
concluded thai the cash requiremenl of the
agency could be substantially reduced by dis­
conlinuing mosl payments from the fund for
reimbursemenl of lravel expeme vouchers.

Section 27 of litle 7 of the General Ac­
counting Office Poli~'Y and Procedures Manual
for Guidance of Federal A&encies requires an
imprest fund 10 be limited to the smallesl
amount necessary 10 satisfy the needs of the
agency for making cash disbursements. Trayel
advances are available to agency personnel in
a continuous travel status, and we believe,
therefore, thai an immediate cash reimbur>e­
ment is nol neces.'iary. For personnel making
periodic or occasional trips. a tr4vel advance
can generally be obtained, when n...ded,
throogh the regular disbursing channels, thus
permilling a greater use of Treasury checks
for paymenl of Ihe travelers' expense vouch­
ers ralher than cash from Ihe impresl fund.

Our review showed that Maritime's im·
presl fund was being used 10 pay Ihe majority
of Iravel expense vouchers of less than SIOO.
By discontinuing most payments for Iravel ex­
pense from Ihe fund, Ihe large amount of cash
advanced 10 the fund ,'ould be reduced sub­
slantially. Physical safeguards for Ihe fund
were adequale; however, we concluded Ihal
the paymenl by check of mosl Iravel expenses
incurred would reduce the fund 10 Ihe small­
cs[ amount necessary 10 satisfy the needs of
Marital ~. We recommended that instructions
be i", d which would prov. for generally
discontinuing Ihe paymenl of travel expense
voochers Ihrough use of Ihe impresl fund.
Upon issuance of these guidelines, the fund
should be reduced to an amounl commensu­
rate with Maritime's needs, as revised. (Report
to Acling Marilime Administrator, Depart­
menl ofConnnerce.June 2b, 1968)

95. TIMING PAYMENT OF GRANTS
TO COINCIDE WITH ACTUAL CASH RE·
QUIREMENTS--In our report to Ihe Secre­
lary of Ihe Inlerior on our review of selected



.dminislralive oper.lions and fi""n.,;.1 lr.~

:actions of lhe Omce of Terrilories, Depllrt­
menl of lhe Inlerior. for fiscal year 1966, we
pointed oul Ihal Ihe Office of Terrilories had
made plIYluenls 10 lhe Governmenl of Ameri­
can Samoa without oblaininll information
showiftll :he need for such funds 10 fi""nce
current operations as required by Treasury
DeplIrtmenl Circular 1075. As a result, funds
may have been disbursed prematurely with an
attendani impacl on Ihe level of Ihe public
debl and Ihe financing c""ts of lhe U.S. Gov­
ernment.

In a previous report, we had brought this
same silualion 10 Ihe altention or Ihe Secre­
tary or the Interior. In commenting on Ihal
reporl. Ihe Deparlmenl advised us Ihal. begin­
ning in fiscal year 1965. an erreclive melhod
had been established of liming cash require­
menls 10 preclude the wilhdrawal of runds
from lhe U.S. Treasury any sooner Ihan was
necessary to finance the granlee operalions.

Our review of U',e riscal year 1'1(,6 trans­
aclions showcd. however. Ihal Ihe promised
correclive procedure had nol been imple­
menled. We round Ihal. during fiscal year
1966. gr.nt fund' tolaliug $5.1 million were
plIid 10 Ihe ('oOvernmenl of American Samoa
in two amounts and that in neither case w~rc

data submilled to show thai Ihe runds were
needed to meet then-current needs.

The firsl payment for the Iiscal year was
made on January 26. 1966. in Ihe "mounl or
$2.9 million on Ihe basis or a requcst ror
funds daled January 5. 1966. This indicaled
Ihat the Government of American Samoa had
sufficient cash resources al June 30. 1965.10
carry out its governmental operations for at
least 6 months. The second payment was
made on May 10, 1966. in Ihe amount or
$2.1 million on the basis of a request for
funds dated May 3. 1966. This indicated Ihal
the first payment had Illet the government's
cash requiremenls for at least 4 months. Since
the first request for funds in fiscal year 1967
was not made until August 13.1966. the sel,;'
and payment in fisc.:al year 1966 must have
mel 'ash rcquircm~nts for at least 3 months.
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We could nol delermine the exlent 10
which runds had been premalurely disbursed
10 the Governmenl or American Samoa be­
cause sufficient documentation was not avail·
able al Ihe Omce or Terrilories. From Ihe
evidence we examined, however. il appeared
Ihal lhe amounts involved could have been
sisnificanl.

Officials or Ihe Office or Terrilories ad­
vised us that instructions were issued in June
1967 relating 10 a new system ror processinll
gr.nt runds to be pul into effecl beginning in
foseal year I%8. Under Ihis system Ihe Gov­
emmenl of American Samoa is required 10
submil ils monthly requesls for runds direclly
to Ihe Treasury's re~ional disbursing office in­
slead or 10 Ihe Omce or Terrilories. Each
monthly requesl is 10 be made in Ihe form of
a voucher and schedule of paymenl in an
amount not in excl.."SS of the amount included
in a monthly cash wilhdrawal plan previously
approved by Ihe om•.., or Territories.

In addition. the Government 0" Amcri·
can Samoa is required to submit to the Office
of Tcrrilories a monthly report showing Ihe
cash bal;lnL'l'S of grant~ and local revenues at
Ihe beginning or the month. Ihe revenues and
':ash granls received during Ihe monlh. Ihe
disbursemenls made during Ihe monlh, and
the cash balancc al Ihe end of Ihe monlh.

In our opinion. this new system of con·
trolling disbursemenls should. if properly im­
plemenled. reslricl payments to the Govern·
ment of American Samoa to the amounts nee·
essary for current opemtions and enll'ure com·
pliance with Treasury regulations. (8-163687,
March 21. 1%8)

96. INVENTORY ACCOUNTING
SYSTEMS FOR AERONAUTICAL EQUIP·
MENT··We found that the inventory account·
ing systems of the Navy for its aeronautical
equipment did not provide management with
the information necessary for efficient and
~conomical operdttons and management of its
resourceS. The Navy is implementing a plan
for improvement. Our report on this matter



was issued to the Congress in September
19h7.

Gen~rally the cauSeS of thl: conditions
we found were (a) failur~ of operating person­
nel to follow written instructions and proce­
du~s. (bl lack of necessary controls in the
sysklll:-'. and (l:) lal:k of effedive identifk:a­
lion <.Ind rcpurting 10 lop man'lgcment of mat­
I~rs rl'4uiring atlt.'ntioll.

The Navy l:ollcllrr~d. in general. in Ollr

findings. acknowleuged Ihe need to improve
<lccuracy of invl.'ntory J<Jta. <Jlld slated thaI it
would keep us fully informed of irs progress
in 111Jking improVt.'lIlcnh. (1l-1331IX. SCllh~m­
hl'r ~t). 19h7l

97. IMPROVEMENTS IN FINANCiAL
MANAGEMENT SYSTEM TO PRODUCE
BETTER lNFORMATlON--ln a n:porl issucd
10 tht:" Congress in Odober 1967. we ..:x­
pressed our hL'lk'f that the finandal manage-·
ment systcm of the U.S. Army Tank­
AlItoJ11otiv~ COlllmand was not providing
limdy. l.:ompleh.'. Jlld rc.,.liable financial data
to the various Icwb of management for use in
l:untrolling progr:JIll!o. and performing a~'Signcd

Illissiun:.. \V~ rounu a I'h.:k of (a) l.:ontrols
within till' sYS{l'm. induding ltrr~divr rccon­
dlialion of <Il.:l:ounting rl.:l:ords. I b) wriUcn
pro":l'durl'\ 10 ellsure proper system u()('umcl1­
larion. (I.:) cffc,:tivc J\.'view lind ~lIlaly~is of fi­
naJll'ial data. (d) propt.'r Ilow of dOl:ulllenls
through the: sy:-.te:m. and k) dfecliw person·
nel (r<Jining ~lIld managemenL

Aftcr we hroughl these matters 10 its at­
tt:ntion. the: Army took <Jclion to effect im·
prov,,'Jl1cnls. Till.' Army has submitted to us
pcriodk reporrs on lhe progress. (8·14677~.
Octo her 31. I~67)

98. ACCOUNTING PROCEDURES
FOR REIMBURSABLE CosTs··ln Augusl
IW17 we reported on the need for certain revi­
sions in the procedures and pradices in ac­
c.:ounting. for reimbursable costs financed from
I he i I1vcstigations revolving fund of the
United States Civil Service Commission. Such
revisions were needed to produce reasonably
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reliable and accurate financial and cost data,
to provide for the full disclosure of the n:suIts
of operations, and .v comply with applicable
law which required that any surplus funds ac­
cruing to the investigations revolving fund in
any fiscal year be deposited into the general
fund of the United States Trea.ury as miscel­
laneous receipts in the ensuing year.

Our recomputation of the operalinll re­
sults of the investigations revolvina fund dis­
closed lhal the accounting procedures in ef­
feel had resulted in (a) offsetting income and
losses from year to year and (b) the retention
of an accumulated surplus in the investiga­
tions revolving fund. The equalizing of in­
come and losses from year to year and the
failure to deposit surplus funds from operat­
ing income into the United States Treasury··
although such depositing was required by ap­
plicable law-resulted in reduced charges to
FederJI agencies in thli: sucf..-eeding year for
the performance ofpcrsonncl investigations,
which made addition,,1 fnnds available to
Ihesc Federdl agencies for olher purposes.

Since the Commission had initiated a
program to overhaul and nK>t.lcrnize its admin­
istrative accounting systems for salaries and
expenses and for the revolving fund_ we sug­
gested lhat c",nsideration be given to the
i.H.toplion of improved procedures and prole· .
tices in accounting for reimbursable costs of
the investigations revolving fund which would
enable the Cummission 10 comply with Ihe
accounting principles. standards. and related
requirements prescribed by the Comptroller
General of Ihe Uniled Slates and with appli­
cable law requiring the depositing of each
year's surplus funds in Ihe general fund of the
United Slalcs Treasury.

In August 1967 the Chairman of the
Commission advised us that the necessary ad­
justments had been made in the accounting
procedures to accomplish the recommenda­
tions made in our report. The surplus funds of
$184,104 at June 30, 1%7, were deposited
into the general fund of the United States
Treasury as miS<.'elianeous receipts in August
1967. (8-110497, August 4, 1967)



n. ACCOUNTING SYSTEMS 1M·
PRO¥I!MENTS··We reviewed Ihe accounting
system Illbmitled on June 26. 1967. by lhe
Civil Aeronautics Board 10 the Comptroller
General for approval. Both durins the d_1­
opmenl or the system and after ils formal
submiSSion. represenlalives of Ihe General Ac­
COUIItins OffICe worked cIorely on lhe system
with tire _ntina orncials of lhe Board.
The Board accepled our sugeslions for im·
provin, lhe system. includin, improving Ihe
accountins manual and establishing a small in­
ternal audit function 10 perform reviews and
studies of the accountin, operations. The
system was approved by the Comptroller Gen­
eral in January 1968. (8-161885. January 18.
1968)

100. ALLOCATION OF PI!RSONAL
SERVICES COSTS··ln August 1967 we re­
ported to the Assistanl Secrelary for Adminis­
lralion. Departmenl of labor, Ihal our review
of procedures followed by certain Siale em­
ployment securily agencies in II Siaies and
Puerto Rico. in allocaling personal services
costs for fISCal year 1966 10 Ihe several Fed·
eral approprialions from which Ihese costs are
funded. did nol provide reasonable assurance
Ihat proper associalions were beins made be­
Iween approprialions charged and services
performed.

We found that the State agencies were
using a staffing plan procedure for charging
appropriations whereby each position in the
Slate agency's approved budgot was identified
with the program or activity under which il
was approved and funded. The employees in
Ihe Slate agency are identified wilh these
budgeted positions, and Ihe amount of per­
sonal services costs to be charged 10 each Fed­
eral program is delermined on the basis of the
payroll costs for the positions assigned to the
respective programs. This technique assumes
thai an individual spends all his time working
on only one specific program.

Prior to fiscal year 1966, Ihe Bureau of
Employment Security prescribed a lime-distri·
bution syslem for delermining Ihe personal
services cosls 10 be charged 10 available Fed-
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e...1 approprialions. Under this system, per­
sonal services cost allocations were to be
based on records of lime aclually spent by
employees on Ihe respective Federal pro­
grams.

We compared Ihe dala on personal ser­
vices cosls reported by Ihe 12 agencies under
lhe staffing plan procedure wilh lhe data re­
ported on Ihe personnel lime reports under
Ihe lime-dislribution syslem and noled con­
siderable differences belween lhe amounls of
personal services cosls cha...able 10 lhe vari­
ous Federal appropriations under Ihe Iwo
syslems. Our comparison showed Ihal Ihe
cost of aboul 210 equivalenl posilions. valued
al over S1.3 mil/ion. would have been charged
10 differenl approprialions if the personnel
time reporls had been used as Ihe basis of cosl
dislribulion.

Bureau offICials advised us Ihal they rec­
ognized Ihat Ihe slarting plan procedure of
charging personal services cosls probably reo
sulled in some improper charges 10 Federaj
appropriations. They did nol believe, how­
ever. Ihat the significance of these chargos
could be delermined by a comparison of Ihe
dala under Ihe slaffing plan procedure wilh
the lbla on Ihc personnel lime reports. be·
cause of lbe inaccuracy and unreliabilily of
Ihe dala on Ihe personnel time reporls.

Bureau officials staled that the Bureau
was developing a cost·accounting system rec­
ommended by a managemenl consulling firm
and Ihal Ihe syslem would provide for the
proper charging of personal services costs 10
Ihe respective Federal appropriations.

We advised Ihe Assistant Secretary thai
we would follow Ihe progres.s of Ihis malter
and would consider the propriety of the allo­
calion syslem in use when Ihe Department's
accounling syslem was submilled 10 Ihe
Complroller General for approval. (Reporllo
As.sisrant Secrelary for Adminislration. De­
partmenl of labor, August 31. 1967)

101. IMPROVEMENT OF THE AC­
COUNTING ANO FINANCIAL MANAGE­
MENT SYSTEM··We reporled 10 Ihe Congress



in Man.:h 1l)(1IJ that. th~ fill<.lm.:iill statements
of the Ag~Ill:Y for 1I11 ..'rnutional Development
(AID) 10.111 program diu nol. in our opinion.
present fairly the finant:i:ll condition of the
loan program at June 30. 1964. or the results
of operation~ of the prugr~lm for fiscal years
196~. 1963, anu 1964, Certain financial state­
I1I\.'Ot balances h:uJ h~en makrially overstated
und others 1I11uerstateLl oct:allsc or accounting
practit:cs that. we believed, were not sound,
Also, AI D's a..'l:ounting and finandal IIwnage­
ment system had a Illllnhcr of signific<.Inl
weaknesses and did not fully comply with the
accounting prin ... iples and stanuarus prc~

scribed by the COlllptrolh.:r General.

During lis.."al yt:'ar J9ML AI D submilleu
for approval ~l revi~ed statement of bask at:­
counting polil:Y wh ....:h !lad be.... n substantially
darified <.Inti improved hy dl~lngcs worked out
as a result of t:oopl'r:,tivc- dlorh belw..'en AID
and the GellcT<.I1 AL....oul1ling Orfit.·"" The state­
ment inl:orponltL'J broad accouIHing prill­
dples and slandards 10 bl' followt.:d ,IS gL1id~­

lines in the u~vdoplllent of Ih~ ~evcr<ll dis­
crete opl:r<.ltivc.: <.ICL"Ulilltllll! systems segments
of AID\ owr<lll aCl:oul1ling system anu was
approved by the COlllptrolkr (;l,.'neral ill Dc­
cember 19h7.

AI D .ll~o cllgagt:d the :>,ervit.·..,s of a con­
trador to design and t..kvclop :111 a~collnting

system for the loan program in ,h.:cortJ<.IIlCC
wilh Ihe acc..:oltlHing principles .. nLl standards
prcsL."ribed hy thl..' Complrulkr General. As a
result of l:oopemtivl.: cfforlS bt:l\Vccll the I.:on­
tr<Jdor. AID" and the (jl.:l1cral r\t:l,;OllIltillg Of­
rke. the sySICl11, .I~ wnllcll. \Vas approved by
lite ComptrolJ..'r (it'ncr-II in February 1969.
(1l-133""U. March 11.1%1» (1l-ISK3HI, De­
cember 29, 19(,7) IB-I.';X3HI. Fehruary 19.
191>~)

102. IMPROVEMENT OF THE AC·
COUNTING ANO FINANCIAL MAN·
AGEMENT SYSTEM .. As a resull of our n:­
view or the ill:cmmting ;'Y'itcl1l ror fhe Invest­
ment Glwrunty Program. Agellt:y for Interna·
tional Dt::\'t:lopment (AID), we pointed out to
agency oflkillls in Ol:tobcr 1967 ct:rt<.lin devj·
alions from the at:(;olmting prilu.:iples, stan­
dard!'. and n:l<.Ited requirements prescribed by
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the Comptroner General. These deviations re­
lated to the extent of application of the ac­
ental accounting concept to income and ex­
penses, the need to actount fot aU costs di­
rectly related to tarrying out operations of
the guaranty program, and, the requirements
for disclosure in the financial reports of (a)
annual leave tosts and the related liabilily for
accrued annual le<Jve as of the close of etlch
fiscal year and (b) contingt:nl liabililies to in­
vestors under the progr.ml, We also com­
mented on AID's prattite of holdin. certain
cash receipts in excess of 30 days. These re­
ceipts are fees received from applicants for
guaranty covcr:tge under title III of the For­
eign Assistance Att of 1961, as amended,
which are neither deposited in the Tre....ry
nor recorded in AID's official proprielary ac­
counts until :1 gua ....mty contract is offICially
execuled. During a 6-month period ended De­
cember 31. 1966, AID had relained 45
ehctks. totaling abolll $500.000, for periods
in ~xcess of 30 days.

(II December 1967, AID advised us of
l:cl'lain improvement actions taken. or to be
t'lken, .IS a result of Ollf suggestions. These
actions rcl.lted to (3) :.Iccnml of income and
l:xpenscs, (b) accounting for all costs and cap.
ilaHzation of significalll costs attributabie to
asscls under subrogated claims, and (c) disclcl­
sure of costs and liability fOf accrued leave
<lnd disclosure of contingent liability to inves­
lars. AID disagreed wilh our sUlll!eslion re­
garding the prompt deposit of tertain cash re­
ceipts held in excess of 30 days.

In a leller to lhe Administrator, AID, in
June 1908, we reaffirmed our position on this
mailer and recommended that all receipls, in­
cluding fees received from potential investors,
be (a) recorded in AID's otTicial atcounls im­
mediately upon receipt and (b) promptly de­
posited in the Treasury.

The Administrator, AID, informed us by
Ieller tinted Augusl 6, 1968, that our June
1</68 Idter to him had been helpful in clarify­
ing legal and regulatory rcquircmt:nts and that
AID, henceforth, would <a) promptly deposit
all rCl.:eipts, inCluding fees from investors un­
der the- AID gnaranly program, in accordance
with procedures prescribed by Ihe Treasury



and (b) record Ihe collections in AID official
accounts immedialely upon receipt. (Report
10 A!lSislanl Adminislralor for Adminislra­
lion. AID, Oclober 31,1967; BCI'S8381 June
21,19(8) ,

1.03. F·INAI!ICIAL MANAGEMENT RE·
PORTIN.G SY·t'TEM-We reviewed lhe Finan·
ciil·'Reportillll·Ma'riUal, a segment of lhe o';'r·
all accou!"tintsysCem of lhe Agency for Inler·
national DeV~ICipmenl (AID), and lested Ihe
reports prescribed' Iherein from lhe sland­
~int of (a) userul..... 10 responsible marr~g­
1J!I':elements of :"ID; (b) adequacy in pro­
VldlllJ the· rmanClal maMaement informalion
portion of AI~s .)verall· financial manage­
menl syslem, and (c) relalionship 10 AID's
onaoina work of improving ils accounling
system. Also, we reviewed AID's managemenl
of its report conlrol syslem.

We found no evidence Ihal <a) Ihe con­
cepl of limeliness and usefulness of financial
reports was aclually being imple,nenled and
(b) prOlll'ess was being reporled in lerms of
performance relaled 10 plans. Also, we found
a need- for coordination in conception and de·
sign of the repurling syslem as an inlegral oarl
of Ihe overall managemenl informalion sys­
lem,

In our reporl of June 1968 10 Ihe Ad­
minislralor, AID, we slaled Ihal, as a result of
our review and lesls, we had concluded Ihal a
basis did nol presently exist for further con­
sideration of Ihis part of AID's overall ac­
counling syslem preparalory 10 approving il.
Accordingly, Ihe Manual was relurned for re­
considemtic.1 and latcr resubmission to the
Gene...1 ACl'Qunling Office when Ihe neces­
sary prerequisities for an adequate financial
reporling syslem have been accomplished. We
suggesled Ihal, in Ihe developmenl of Ihe fi­
naDel-oil reporting segment on a basis iote­
gmled wilh Ihe aspecls of the overall AID
management information system. certain
broad consideraHons should be recognized
and dealt wilh by AID in conjunction wilh its
financial management needs as follows:

·-AID should develop ~ unified and
comf)rehensive SfalcfllP,nl of man·
ageOien t in ror In al ion Il~f;'ds.
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--The authorily for tile basic con­
ceptualizing and designing of man­
agement inf.ormation systems and
individual management rep0rls
should be revised to avoid the
overlapping pattern which now ex­
ists.

--AID should consider whether the
existing organization of staff func­
lions creates an appropriate envi­
ronment in which lO evolve good
management information systems.

(B-IS8381,June 19, 1968)

104. ACCOUNTING PROCEDURES
A"D RELATED CONTROLS OVER CASH
AND PROPERTY--Our review of accounting
and related control procedures or Saini Eliza·
beth's Hospilal, in Washinglon, D.C.• Public
Heallh Service, Departmenl of Health, Educa­
tion, and Welfare, showed certain weaknesses
in procedures inlended to provide conlrol
over cash and property, particularly with re­
spect to cash receipts, property acquisitions,
and physical inventories of equipment and
supplies. We also found a need for improving
accounting procedures for certain costs,
assets, and liabilities 10 allow the recording
and reporting of financial transactions in an
accur:.ltc ~md reliable manner and in confor­
mily with Ihe principles. standards, and re­
laled requirements prescribed by Ihe Comp­
trollcr G(·neral.

I n our report to the Secretary in
February 1968, we expressed the belief thai
some of Ihe weaknesses could be aUributed
in part, to inadequate written instructions fo;
the guidance of Ihe Hospital's accounling per­
sonnel and thai. pending l'Omplelion of Ihe
revised accounting system and related man­
uals for the Public Heallh Service and its con­
stituenl .gencie.. Ihe Hospital should have
adequate interim written instructions gov­
erning day-to--day accounting opemtions.
Hospil.1 officials lold us th.1 they had been
unsuccessful in hiring a sufficient number of
qualified accounting personnel. We suggested
that appropriale elemenls wilhin the Public
Heallh Service be directed to assisl the Hospi­
t a I in preparing written instructions, re­
cruiting qualified personnel, and providing
suitable tmining for employees assigned to ac·
counting and related funclions.



In May 1968, the Public Health Service
informed us that, in general, our recommen·
dations were acceptable: that some had
already been effected as a result of contacts
with representatives of our Office; and that
the others would be the subject of further
sludy. (B-133099, February 29, 19(8)

105. SYSTEM PROCEDURES AND
CONTROLS FOR CASH ..ln a review of the
procedures and conlrols employed by the
United Stales Disbursing Officer (USDO) al
the Department of State's Regional Finance
and Dala Processing Cenler (RFDPC), Pans,
France. and at selected foreign service posts
serviced by the RFDPC, we obscrvod the need
(a) to perform independent reconciliations of
foreign currem:y bank accounts. (b) to
strengthen controls over local deposit and
trust funds and to obtain Treasury Depart~

ment concurrence for maintenance of ac·
counts in local banks. (c) to improve controls
for processing collections. and (d) to deposit
collections of funds promptly.

-The lecolll'llialion function dS per­
formed bv the USDa <it RFDPC

Clnd 'he verification procedures

ell1ployed bv Ihe Treasury Depart·
menl in WashIngton wilh respect
to foreign CIHrency bank accounts
mairllaincd by lhe USDa were not
fully adeQuate 10 idenlify possible
irregul03rilies and thai periodic
independellt intBrndl audit reviews
into the fdfectiveness of the
USDO's recom.illation procedures
should b~ made .

.. LOlal deposil and Irust luncls on

hand at R F DPC-sp.rv;ced poslS and
011 deposit in lot:al bank aCt:ounls
had nol beell reported 10 the
Treitsury Oep.ulmtlnl although re­

quired by l::lxiSling ~rocedures;

mureover. these local bank ac­
counls had been established with­
out Ihe required concurrence of

the Treasury De~ar\ment.
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·-The USOO's cash accountiny clerk
who processed cash receil/ed from
serviced posts also had access to.
and complete control of. related
source documents; therefore.
there was a need for separation of
these functions to provide added
controls through internal checks
and balances.

--The cash accounling clerk was not
corn plying with a requirement
that cash and cash instruments be
deposited on the day receil/ed.

n,e Dircctor of Audit Pro.....m, Depart­
ment of State, advised us that future audits of
RFDPC would include reconciliations. Super­
visory ofticials at RFDPC instructed thc cash
accounling c1crk to deposit daily all cash re­
ceived.

Our January 1968 report to the Depart­
ment of State included appropriate recom­
mendations to improve controls for process..
iug c'Olieclions and to strengthen controls over
local deposit and trust funds. TIle Depart­
ment's reply to our report, received. in June
1968, did not provide informalion conceming
specilic actions taken or planned with respect
to our rerommendations. The Department did
advise us, however, that it had derived value
from our review and report and intended to
work closely and conlinue 10 consult with our
Offic," and keep us informed of signiftcant ac­
lions taken to strcngthen the management
conlrol processes at RFDPC,

We were further advised, On an informal
basis, Ihat a more specilic response to our re­
port would be furnished at a later date,
(B-14b703,January 31, 1961l)

106, TIMING CASH WITHDRAWALS
TO COINCIDE WITH ACTUAL CASH RE­
OUIREMENTS·,Our review of certain aspects
of the system used by the Office of Education
in funding programs carried out under title I
of the Elementary and Secondary Education
Act of 1965 (20 U,S,C, 241a) revealed that
local educational agencies had obtained sub­
stantial amounts of .,..ash under the IetteroOf·
credit system which was either premature to



or in exc:eos of their needs.

In November 1967, in a report to the
Comm~ner ofEd~tiOn, Departmtnt of
He,alth,; EilucatiOn, md Welf~. we JlOinted
olit thii.t our reYi(w in the States of 000.
New Jiney, and'VI.,t Viqinia s!tOwed that
exeesscailH~DdSfrOm r~'tear 1966, total­
illl' abOut S7 million, exiJted at many local
educatiOnal iIlencies.~ 0lIr .mew in
Ohio, we found' DO eviiielice that plidance
had been pt'OYided to local edUcational qen­
cies as to what facton should he collSidft'ed in
determini.. acllial cash requirements. We
stated· tliilt the procedures for determining
cash requirements for all title I federally
l'unded pr...._ in Ohio may not provide
adequate JIIidilllCe to forestan the ac<:Umula­
tion of excess funds by local educational
agencie5.

We pointed out also that excess cash
. funds in the possession of one local educa­

lional agency in Ohio had heen invested with
no sub""quent reimbursement to the Federal
Government for interesl earned thereon and
"aled Ihat immediate attention should he
given 10 the possibility that signifIcant
amounts of interest income earned on excess
Federal funds may be due lhe Government.

We recommended that the Commissioner
of Educalion issue ,uidelilles and take such
further action as he deems appropriate to im·
prove the operation of lbe Ieller of credit pro­
oedure and to maintain more effeclive pro­
gram surveillance over the manner in which
the procedure is being implemented. We rec·
ommended also thai Ihe Commissioner take
whatever actions are n~cessary to identify
those local educational agencies which in­
vesled excess Federal funds and to recover
any interest earned on such funds.

In January 1968 Ihe Commissioner ad­
vised us that a memorandum had been issued
10 Siale officials and agencies in which some
guidelines w~re prescribed to improve control
over Ihe flow of cash 10 the State level and
below. The Commissioner cited certain other
actions which would be taken (0 resolve the
excess funds problem. including the
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development of an ooerall ....tement of letter
of credit procedures and poliCies, the imp'"
menliltiOn of insfru<:tions to update letter or
credit requiremellts, and the increased use or
rellionar orro:e representatives to work with
States to improve letter of credit operations.

In reprd to the interest earned on Fed­
eral funds invested by the local educational
qency, the Commissioner advised us that the
amount of interest due the Government
would he determined and· a recovery would be
negotiated. He indicated that interest earned
on the investment or Federal funds by other
local educational ageneies would also be de­
termined and recovered. (Report to Commis­
sioner of Education, Department of Health,
Education, and Welfare, November 27, 1967)

107. TIMING CASH WITHDRAWALS
TO COINCIDE WITH ACTUAL CASH RE·
OUIREMI!NTS··Our review of certain aspects
of the letter-of-credit system used in fillaneinll
the grant prog..dms of the eOll,tituent agencies
of the Department of Health. Education, and
Welfare (HEW) showed thai. dl'S"ite pasl ef·
forts of HEW 10 minimize interest costs to the
Government for financing ils various grant
programs. many grantees were still with­
drawing Federal funds under the syslem in
amounts Ilrealer than necessary to lIleet their
current disbursement requirements.

Our review principally ""nl..,rned public
assislance granls lIlade 10 Ihe Slates of Cali·
fornia, Illinois. and Missouri. administered by
the Social and Rehabilitation Service; certain
grants lIlade to the State of Illinois. adminis­
tered by the Office of Education; and selected
research and training Ilrants made 10 two hos­
pitals and one university, administered by the
Nationallnstitutes of Health.

In the three States we found that signifi­
cant portions of the Federal's share of expen­
ditures for public a..sistance programs had
been withdrawn from Ihe Treasury substan­
tially ill advance of the lime that the actual
disbursements were made. In one State. we
noted similar practices with respect to othe,'
grant programs administered by Ihe Social



and Rehabilitation Service and to certain
grants administered by the Office of
Education. In our review at the three grante~

institutions. we found that neither the
amount of cash balances maintained nor the
frequency of cash withdrawals had been in
accord wi th the grantees' then<urrent cash re·
lIuircments.

In our opinion, the practices followed by
the three States and the three grantee institu·
tions are contrary to the policies set forth in
Treasury Deportment Circular No. 1075,
which states. in part. that it is essential that
everything pos.sible be done to preclude with·
drdW'Jls from the Treasury any sooner than
necessary to finance recipients' operations
and that grantees should maintain Federal
l:ash balances as close to daily needs as admin·
istratively feasible.

I n a report. HEW's Audit Agency
pointed out that in 45 States some State agen·
des were maintaining significant balances of
idle Feder-dl funds in one or more grant pro­
grams and estimated that the Government
l:ould have realized interest savings of more
than $4 million during the 9-month period
,overed by the survey had grantees made
withdrawals under their Icttcrs-of-credit more
doscly in line with their immediate cash
n~eus. The Audit Agency suggested several
,orrectiw measures for the improvement of
the operation of the letter·of-credit system.
induding improving the Ictter-of-credit moni·
taring system of HEW's operating agcnc~s.

darifying the operating instmctions to
grantees. and working with appropriate State
officials to adjust restrictive requirements to
al:commodute lettcr~f·cn..~lit operations.

In January 1968, HEW promulgated new
instructions for the use of lettcrs-of<redit to
;al) organizations that were recipitmts of HEW
l:rants. The new instructions require. for the
:irst time. that common criteria be issued by
a II HEW's eonstiluent agendes to their
grante~ using the letter-of<redit system.

In a report to the Seerelary of Health,
Edueation. and Welfare in June 1968, we ac·
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knowledsed HEW's a~~ of ll!!' ~J~,I"to
maintain effective ma....emeitHo'!liOt.!~
the manner in wltidt 1fal\1¢S:,iiitt!~iiff:nJjt!ii!
letter-of-credilsysteltt arid.' i~~~I¥C~'ii\
issuinS ~w instructio~ fotl,~~'~;()f;!,i\!~
of ered,t should .help strell~t!!f'k~c!l"llC?lltr,~;s
and~ If prr,perly l,!,pli!meltf~~sIic!uJ~;'~"'1'~t;!n
s,gmlieanl reductions' '" interesl' CCl'ts, to: tIle'
Government.

We expre"""d the be~f, h<;lwever; t,~t

the information developed 4;m. QU!' ll!V~'"

pointed up lhe need for eonli~, au_ntio'"
to the effeclive moni.torintot' the. Ietier'(lf·
credit operations, not only lIirOUllh'the quar'
terly linancial ",ports submitted' by gr.ntees,
bul also throup OIISite reYM:WS by program
per.;onnel. We expressed th~ bel..f also.tlUlt
speCilie attention should be direcled to Ihose
cases, discussed in ou.r report and i'n the re­
ports of the HEW's Audit AlIeney, where im­
provements are needed in tbe use of Ihe
letter-of-;;,edit by the particular Fdntecs con'
cerned_ (B-16403I, June 2'1, 1968)

108. ACCOUNTING AND COLLEC·
TlON PROCEDUI'fESFOII ...1ii_;I;T
OVER'P.AVMEN,n'·ln a reporl """e~, ill De·
eember 1967, we poinlL'lI out totbe, RailfOild
Retirement Board cert'lin procedoral chango:s
whkh we believed would help to improve the
accounting for and ..:ollection of certa.n rail:'
roae." retirement :.umuity and. unemployment
and skkness instora""e (VASil henetit over­
payments.

The changes ill accounlins procedures in­
volved (a) establishing accounling coontrol
when identifying certain· V&Sr.overpayments
and (b) promptly recordins overpayment col­
lections which are ei.lher ",funded by annu­
itants or withheld by the Board from monthly
annuity payments. The chango:s also involved
following up, at prescribed intervals, 011 in­
stallment collections of overpayments, and
more promptly eoilectillB U&.Sr'overpayments
by arr-dnsing to withhold debtors' annuity
payments.

We broupl to Ihe Board's attention our
lilldinss concerning it< 3t:Counlilll and coIlee-



tion, procedures. 'The BoanI informed us. in a
letter· dated' JailIIary 2, 1968, that, iii auto­
maliJla its o,.payment accountina and col­
Icctjoft'opcratiOlts, steps were beiili'laken to
streri.lh~n lhe fore.oili' proced..es.
(8414817; De<:ember 4, 1967)

,n. ITATEMINT Of PRINCIPLES
AND IT'ANii.liDi 'DR ACCDUNTING
IYi:rEIi..We mMiWeit ihe proposed stale­
meitt' of prlri'ciples' and slallclards for the 80­
coUiltinI~ system of lhe Securities and Ex­
chance COmmission (SEC). As a result of
coopentlVe efforts belween SEC and the Gen­
eral Accountin, Office, several improvements
were made to the proposed statement, relal­
inllo the lIlXUmulalion and inlemal repcrlin.
of coal information.

In June 1968 we informed lhe Chairman
of SEC that, on the basis of our review, we
believed that, the proposed slatement of prin­
Ciplos and standards constituted acceptable
llIIidelines for the development of a revised
accountinl system that, when effectively doc­
umented and implemenled, could be deemed
to meet the requirements for approval under
lhe accountinl principles and standards pre­
scribed by the Comptroller General. The
statement of principles and standards was
therefore approved. (8·115372, June 26,
1968)

Note: Por Q(Jditional items related to "Ac­
c04nting and Fiscal Matters, JJ see seC­
tio" on "EcoPlornic Opportlmity Pro­
grams," items Nos. 5, 18, 19, 20, aud
28.

AUDITING PROCEDURES

110. FOLLOW·UP ACTION ON INTER·
NAL AUOIT RECOMMENDATlONS..(n an
April 1968 report to the Congress, we ex­
pressed the opinion lhat the policies, direc­
tives, and responsibilities for lhe Post Office
Department's internal audit program were
adequate to provide management with inde·
pendent. objective, and constructive ap·
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praisals of the effectiveness and efficiency
with which the financial and operating re­
sponsibilities of the Department were heine
performed and that the Department's Internal
Audit Division had carried out the internal
audit responsibilities in a reasonably satisfac­
tory manner.

We had foond, however, that the Depart­
n:ent's procedures for follow-up action on
recommendations contained in internal audit
reports needed improvement. We therefore
proposed that the Department issue instruc­
tions to provide for periodic reporting to top
management on the status of corrective action
to be taken on recommendations contained in
internal audit reports. In line ,with oor pr0­

posal, the Department issued a revised Head­
quarters Circular to establish the necessary io­
temal management "-antrals over the action to
be taken on inlernal audit reports. (8-160759.
April 12. 1968)

",. ORGANIZATIONAL AND OPERA·
TlONAL FEATURES OF INTERNAL AU·
DIT·.()n the basis of oor review of the direc­
tion of the internal auditing and investigatinl
activities of the Department of Agriculture,
we concluded that the Office of the Inspector
Geneml (OIG) was generally effective in pro­
viding management with reliable information
for improving controls over the Department's
operations.

It was our opm.on that the followin.
organizational and operdlional featurt$ of the
Office of th. Inspector General enhanced its
effectiveness as follows:

··Placing the Office In a position di­
rectly responsible to the Secretary
of Agriculture provides the Inspec·
tor General with maximum inde­
pendence in planning, program­
ming. executing. and reporting on
all departmental activities_

--A system for reporting significant
disclosures to the Secretary and to
other top management officials
permits these matters to be
brought to their attention as soon





In a letter to the Administrator of the
Corporation in January 1965, we commented
on the benefits that would be received from a
broad-based internal review, an appraisal, and
a reP9rting function as an integral part of the
Corporation's system of management control.
B¢cause of the relatively small size of the Cor­
poration:s operation and because the Corpora­
tion is Jlo,w pari of Ihe Department of Trans­
porla,tion, we ,concluded that the Deparl­
melli's internal auditors should make regular
periodic internal reviews of Ihe Corporalion's
operations.

Subsequent to Ihe completion of our
work, the Administrator informed us that the
Corporation had arranged for the use of Ihe
Department of Transporlation's internal audit
staff to perform a broad-based internal review
of Corporation activities. The report on Ihis
review was issued in February 1968. Also, of­
ficials of the Departmenl informed us thai
action had beell taken to provide future audit

'service 10 the Corporalion Ihrough the re­
sources of ils Omce of Audit. (8-125007,
May 6,1968)

114. ORGANIZATIONAL PLACEMENT
OF INTERNAL AUDIT FUNCTlON--We re­
porled 10 Ihe Secrelary of Ihe Army Ihal our
review of Ihe activilies of the internal audit
organization of Ihe Panama Canal Company
showed that there was a need 10 enhance the
independence of the internal audilors under
the direetion of the Comptroller who had re­
sponsibilily for directing various other opera­
lions which were extensively reviewed by Ihe
inlemal auditors.

In our May 26, 1967, leller to the presi­
dent of the Company, we pointed oul thai
the General Audilor. as head of Ihe General
Audit Division, was responsible for the inter­
nal audit functions and also for significanl
operational funclions of the Claims Branch
Ihat were subject 10 review by the inlernal
auditors. We expressed the view thai these
divided audit and operational responsibililies
of the General Auditor were not conducive to
achieving tht:> maximum possible degree of in~

dependence and objectivity of the internal
audit function.
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We were subsequently advised Ihal Ihe
president of the Company had approved ac­
lion to effecl the Iransfer of supervisory re­
sponsibility of the Claims Branch from the
General Auditor 10 the Chief Accountant, as
of August 17, 1967. We believed that Ihis
organizalional realignment would help to
strengthen Ihe inlernal audit function of Ihe
Company organization; however, we noted
Ihat the internal audit organization r~ntinued

to function under Ihe direclion of Ihe Comp­
troller.

By letter of August 7, 1967, the presi­
denl of the Company advised us that he be­
lieved it undesirable at the lime to make any
major changes in the Company's organiza­
tional structure. In Ihis respecl, he referred to
currenl treaty negotiations with the Republic
of Panama, which were expected to materially
alter Ihe status of the entire organization.

We recognize that uncertainties relating
10 proposed changes in Ihe stalus of Ihe
organization must be weighed in considering
any major organizational changes in Ihe Com­
pany al Ihis time. Nevertheless, we believe
that the inlernal audil aclivity should be re­
sponsiole to the highest practicable organiza­
tional level and that, whenever this responsi·
bility is assigned to a principal subordinate
official. there ,;hould be assurance Ihat the de­
gree of independence and effectiveness of
internal audit will provide top level manage­
ment with objective and impartial appraisals
of its program;, and activities.

We therefore believe that. in the absence
of any further organizational re'alignment of
the internal audit function of the present
organization. the degree of independence and
effectiveness of this activity in relation to the
other activities under the direction of the
Comptroller will depend on whether, irrespec­
tive of the organizational placement, the pres·
idenl and the Company's board of directors
will be concerned with and apprised of the
internal audit planning, programming, execu­
tion. and reporting functions. (B-160759.
January 15, 1968)

115. INTERNAL AUDIT POLICIES
AND PRACTICES--We found thaI the organ;-





'¥>tl1Y the In,lem.l Audit otT"r within 60
~\ay', !!J th~ a~tJon t~~ or planned.
(8"160759"February 2Q, 1968)

~1.7',' ,XrAN'ION:ANO RU~ATION'

QF 11I!,'l;~;ftill<~L ~"~~lT F\llllCnQ,,-In- a re­
~ ,.~,~.tbeCOnpess.iJrJI,!IlC 1968 on
~~~,QfowleJiew,of' the internalaU!liI
f~. ~t~; ~~hn,,"1 of, Lab9r, we
~ tliattlie D!i~lI!Cnt'I!.ad.J1ia!Se,1im­
ileCl,. ~·C!fibin,lerMl;:i!\I4i'"starr ll!l a IlIllMIe-

~.. ,.:J. t.~.~.'.'!e~"n..,IIIQl"'-'.....,the.. ~lI!Cnt's.pro­
~c~ be~, e,l(piullIil!i. Many or the De-
~ll\!lllt!s. al;l1vltll!S and propanJs had never
Melt·...!l~~tell·to anY~\lJlIfpr~of in­
te.I'ii!ll!lli!it.i~, a!l.cI oth~l il1lpQrtant a~livities
a!Jllp~.m.liad been liven only limited in­
lernal alidi.looverqe.

We found, for eltl!mple, lI..t (a) lhe De­
partmenl had only' four audilors assiIned 10
its inlernal audil starr al the lime of our re­
¥iew in racal y..... 1%7, (b) only four Iimiled
re~",s o.r Labor propams were ~nducled

duri... rtseal year 1%7, and (e) all lhe inler­
nal au<!il reviews were performed in WashiRa­
lon, a1.l""1IIh Ihe Departmenl had over 200
rteld oITK:eS where 44 percenl of ils employ­
ees were slationed. We found also Ihal Ihe
audil starr haa reported ils lindinp 10 a De­
partmenl omcial who<e responsibililies in­
cluded some of Ihe aclivities being audiled.

The Secrelary of Labor agreed wilh our
proposal 10 lake appropriale aclion 10 sub­
slanlially increase lhe Deparlmenl's inlernal
audit activity commensurale wilh needs, The
Secretary did not agree wilh our proposal to
reloc'!te lhe internal audil funclion orpniza­
lionally 10 report to a higher level in Ihe inler­
esl of grealer independence and objeclivily.
He slaled Ihal objecl ;vily could be achieved
within Ihe presenl orpnizalional slruclure ai­
Ihough a procedural change, involving report­
ing, would be made 10 mainl.in objeclivity.

We recommended 10 the Secrelary or la­
bor Ihal Ihe inlernal audit funclion report 10
Ihe highesl praclicable level, preferably Ihe
Secrelary or Under Secrelary or at least 10 an
official who reports directly to the Secretary.

75

We recommended thai, if the internal audil
fun~liOlI does not reporl direclly to the Se~re­

tary, the Secretary establish adequate conlrols
10 e_Ihe independence of the internal au­
ditors. (8-160759, June 6, 1968)

"8, ORGANIZATIONAL PLACE.
MENT OF INTERNAL AUDIT FUNC.
TlON-ln a letter 10 lhe Director of the Peace
Corps in December 1%7 or> a limited exami­
nalion inlo a reorganization involving the in­
ternal audit function, we stated that our com­
parison of Ihe functional statement in the
Pcace Corps Manual for the former Audit
Staff with the proposed functional statement
for the new Division of Administrative Sup­
port and Review led us to believe thai Ihe
review functior. would be restricted and also
would be subordinated to the operational
functions or lhe new division, Under the reor­
..nization, announced in AlIIlust 1%7, the
position of Special Assislanl for Field Sup­
port and lhe Audit SlafT were replaced by a
Division of Adminislrative Supporl and Re­
view within the orrICO of Administration.

We recommended that Ihe Director or
the Peace Corps reconsider the reorl3nization
decision wilh a view to improvinl Ihe system
of management control by reestablishing and
improving the internal audit function and en­
suring its independence from line-operating
functions.

A new functionaJ statement accompany­
ing the Director's reply in January 1968 did
nol include the particular constraints on Ihe
auditors referred to in our report except for
such colIStraint on audilor indep<ndence as
may have been caused by Ihe organizational
placement of Ihe inlernal audil function.

We continue to be concerned because
the internal auditors are in a position subordi­
nate 10 officials who are direclly responsible
ror important operations that are subjecl to
review. A Bureau of the Budget representative
lold us in June 1968 that the Bureau inlended
to urge 11'0 Peace Corps to consider this mat­
ler rurther. (B-160759, December 27, 1967)





1be regulations issued for the use of po­
tentiaf pantees 5pe\:ify that the valuation of
purchase4 equipment shall be based upOn cost
but s!ta,lI, not be in exce~.of fair madeetvlilue
at the time of acquisition for e4ucationa! tele­
vWon purposes and that the valuation of
equipment received by gift or donation shalf
be based upon f"ir marlcet value at the time of
sift or donation.

Our review revealed that grantees in ap­
plying for matching graqts had, in some cases,
valued purchased equipment at more than
cost and in- other cases had not adequately
substantiated the valuations of donated equip­
ment. 0," review of the case files and our
discussion. with Omce of Eduqtion officials
did not disclose specific evidence as to what
supporting documents had been examined by
the of/icial< who reviewed Ihe amounls
claimed for credit. Also, we found thaI Ihe
audit procedures followed by HEW's auditors
did not require a review of thc valualion of
owned equipment claimed for credit.

At several grantee localions, all hough
the grantees' valualions had been accepled by
the Office of Educalion, lhe documentary evi­
dence supporting lhe valuations for donated
equipment did not, in our opinion, provide
acceptable evidence that the grantecs' valua­
tions salislled the criteria set forth in the
manual issued by the Office of Education. We
pointed out that acceptance of lhe unsigned,
undated documents and of lhe amoune of
shipping insurance as proof of value does not
establish a valid basis on which to authorize
disbursement of public funds. Also, while
HEW's audit manual provided procedures for
determining whether fair market value of do­
nated equipment had been correctly applied
in all computations which materially affecled
the amount of the grant, we found that
'lEW's Audit Agency had not reviewed the
deterrninalions of the value of equipment in
these cases bUI had qualilied ils report by
stating that il had accepled the valuation as
delermined by the Office of Educalion.

We recommended that HEW's audit pro­
cedures be revised to provide for the verifica­
tion of the value of purchased equipment.
that such verification work include tracing
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values to supporting documents to' provide
sufficient evidence to justify a conclu>ion as
to the amounts paid by ..grantee and that the
auditors include in their workpapers a record
of the items reviewed, '

We recommended also that the orrICO of
Education require the submission of more
adequate documentary support for valuations
assigned to donated equipment and that the
HEW audit manual be revised to include the
requirement that auditors examine into and
report on inslances in which they find that
proper documentary support for the values of
donated equipment has not been provided.

In October 1967 the Assistant Secretary,
Comptroller, indicated that procedural
changes consistent with our recommendations
had been instituled by Ihe Office of
Education and that audit guides for the re­
view of the educational television program
were being revised to COv~r the weakn~"S

noted in our report. (8-161677, July 18,
1967)

Note: For 1111 dclditiol1dl item relcltecl to H.--l U •

clitilrg Procc,/ures," sce section Oil

•• /icOl1omic 0pportullity Progrdl"~',"

item No. /7.

COLLECTION ACTIVITIES

121. fXPEDITING DEPOSIT OF COL­
LfCTIONS-·Our review of the procedures
used by the Farmers Home Administration
(FHA) for depositing loan collections showed
that annual savings in interest cosls to the
Government would result by expediting the
deposit of FHA loan collections. In this re­
specl, we suggested 10 the Administrator,
FHA, that FHA procedures be revised to en­
able county supervisors to make daily depos­
its of loan collections directly into existing or
designated general depositaries of the Trea­
sury Department. Such a change would result
in funds' being available to lhe Treasury
about 3 to 4 days earlier limn under c:xisling
d~posit procedures.



FHA suhseqll~ntly isslled revised instTuc~

tions which required about 545 county of·
fiees to usc designated depositaries. As a re~

suit of this action. we estimated that savings
of Clboul S106.000 in interest cC'o;ts to the
Governmcnt would be rClIlizcd in fiscal year
1968. Moreover. such savings will increase as
the <lmount of loan collcl..:tions becomes
greater <:.nd adllitional depositaries are desig·
nated. (Report to Administrotor. Farmers
Home Administration. July I~. !<.J(7)

,\/II:VAGEME.\'T PUIICTICES­
GENERAL

122. DISPOSAL OF RECORDS·-For
C':.!l,:h registrant. lhe Selective S~rvice System
(SSSl prepares an individual c<lse file in which
all documents pertaining to him arc flied. In
addition to the l.:asc files. other records on
each registrant arc mainlained by SSS. We
made a It'sl of Iht' adivily during a 2-wcek
period of ahuul 1.7 million case files of
n.'gistrants agcd JS i.lIH.lovL'r wilD were beyond
the age of Iiahility for tr.lining am.! service in
tilt: Armed Fort'~s. AI th~ tim\,' of our review
th~rc were 8.2 million rt:gislranls in this calc·
60ry. We found thai most of the information
requested from Ille Gise files was available
from other SSS r\,'l,;ords or from military p...:r­
....01lncl foltkrs.

Therefore. ill a r~port 10 th~ Dircdor in
April 1968, we c,''(prcsst'd the belief thai C:ISC

files pertaining 10 such registr"llits. in general.
arc not needed for the operations of the SSS,
If these records w~re destroyed ilnd certain
other records related 10 World War II regis­
tranls were transferred 10 FederJI Records
Centers opcmted hy General Services Admin­
istralion (GSA1. economies of aboul
SI08.000 in personnel and space costs could
be realized annually. In addition. filing equip~

ment originally costing about 5355.000 could
be released or utilized for other purposes.

We therefore proposed that SSS (a) de­
stroy certain case files of registrants aged 35
and over who are beyond the age of liability
for training and service in the Armed Forces
and (b) lake the aClion necessary 10 have Ihe
records of World War II registrdnts Iransferred
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from the SSS 10 the GSA for storale and ser­
vicing.

The SSS informed us that it disqreed
with our conclusions and sugeslions. In FlI­
eral, the SSS disagreed with our proposals on
the basis that SSS has a need for all case fdes
of registrants and that SSS was not convinced
that the GSA records centers could service the
records of World War II relistrants at less cost
to the Government. (B·I60672, April II,
1968)

123. CONTROI.S OVER DISTRIBU­
,ION OF PUBLICATIONS-In a report to the
Director, Office of Field Services, Department
of Commerce, we commented that, although
controls over Government Printing Office
publications sent to field offices appeared
generally satisfactory, controls over Depart­
ment of Commerce publications sent to field
offices were not adequate because recOrds
were not being maintained to show quantities
received and qnantities sold or otherwise dis­
tribuled. As a result. we were unable to ascer­
tain whether all receipts applicable to the sale
of puhlications were being collected and ac­
counted for.

Oil October S, 1967, the Director, Office
of Field Services_ advised us that our leller
had heen referred to the Management and
Organization Division of the Office of Admin·
iSlration for Domeslie and InlernatiQl1.1 Bus;'
nL'SS, for review and study, sinc;e the sale of
Departmellt publications and oilIer material
by the field offices covered material furnished
by all Ihe Bureaus and OffICes in the Domes­
tic and International Business area, as well as
other Bureaus and Offices of the Department,

Subsequently, we were informed by an
agency official that a system of control over
periodie.ls had been developed and was in the
process of being made operational, (Report to
Director, Office of Field Services, Department
of Commerce, September 29, 1967)

124, USE OF REGISTERED, RATHER
THAN CERTIFIED. MAIL--Executive orders.
a Depa..l:nent of Defense directive, and ser-



vice regulations permit the use of certified
mail for transmitting confidential material
within the continental United States. As
stated in a report isslled to the Congress in
April 1968, we found that certified mail was
not being used for this purpose to the fullest
extent practicable because relllliations did not
require its use and because opinions differed
Ieprdin. the adequacy and suitability of cer­
tified mail.

In our opinion. considerable savings
.:ould be realized and adequate security could
be maintained if certified, rather than regis­
tered, mail were used in the Department of
Defense for transmitting confidential mate­
rial. The Department of Defense agreed and
took sieps to revise its directive to require
that, as a general policy, certified mail be used
to the maximum extent practicable.

We recommended that the Director, Bu­
reau of the Budget, in consonance with his
responsibmties under the President's .:ost re­
duction program, inquire into the practices of
other Government agencies with a view
toward the use of the least costly and most
suitable method of mailing classified material.
The Bureau of the Budget concurred.
(8-146979, April 8. 1968)

12&. DISTRIBUTION OF RESEARCH
AND DEVELOPMENT REPORTS··One of
the responsibilities of the Defense Documen­
tation Center (DOC), an organizational unit
of Defense Supply Agency. is to distribule.
free of charge, copies of research and develop­
ment reports within the Department of De­
fense and to other Federal agencies, Govern­
ment contractors. and the scientific and tech·
nical community. We noted that DOC was
equipped to provide the copies in a number of
formats and at various production costs. In a
report issued to the Secretary of Defense in
January 1968, we pointed out that substantial
savings might be realized if greater use of the
least expensive format were practicable. We
estimated that about $300.000 could be saved
annually if high·volunu: users were furnished
microfiche copies in place of hard copies of
reports.
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In reply, the Department of Defense ad­
vised us that it planned early implemeutation
of a policy whereby microfiche copies would
be furnished free and a charge would be made
for hard copies. This would encourage maxi­
mum use of microfiche copies while continu·
ing to provide hard copies for those who
require them. (B-163391, January 30, 1968)

126. DUPLICATIVE RECORDS MAIN­
TAINED..At three of the foreign service posts
serviced by the Department of State's Re­
gional Finance and Data Processing Center
(RFDPC) at Paris, France, we fouHd that du­
plicative and unnecessary records. were being
maintained. Maintaining such records reduces
the potential tangible benefits intended to be
realized from the centralized system at
RFDPC.

We therefore recommended in a report
to the Department in January 1968 that steps
be taken to eliminate certain duplicative and
unnecessary records at foreign service posts
serviced by the RFDPC. The Department's
reply, rc(;cived in June 1968, did not indicate
the specific action taken, or planned to be
taken, on our recommendation. The Depart­
ment did advise us, however, that it had de­
rived value from our review and report and
intended 10 work closely and continue to con­
sult with our Officc and keep us informed of
adions taken to strengthen the management
controt processes at RFDPC.

We were informally advised that i:l more
spedfie response to our report would be fur­
nished at a later date. (8-146703, January 31.
1968)

127. UPDATING OPERATIONS MAN·
UALS··We found thnt nmnuals relating to
operations of the Department of State's Re­
gional Finance and Data Processing Center
(RFDPC) at Paris, France, had not been up­
dated for scveml years and. bee.luse of their
obsolescence, did not provide :.tdeqwlte
written guidance to operating personnel or
meaningful and reliable information to audit
and other review groups. Offici"ls "t RFDPC
concurred in the need to update the manuals.



· ,

In a report to the Department in January
191>8. we recommended that steps be laken to
ensure appropriate updating and current
mainlenance of the RFDPC manuals and their
integration and/or coordination with the De·
partmenfs system of manuals and circular
instructions. The Department's reply to our
report. received in June 1968. did not indi­
cate the specific action taken, or planned to
be taken, on our recommendation. The De·
partmegt did advise us, however. that it had
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derived wue from aw ..... ud report ..
intended to wodt cJooely IIllhontm.·to ....
suh with 0lIr Office 1Illi.~... ·in!'anDed·cif:
actionS taken to It! llllheil tile 1IlI.·....t
control proce'RU at RFDPC.

We were further achlaed. OD anlaf~
basis, that a more Ipeciflc .... ..1 to awN­
port would be f,m·. ~ at • later date.
(8-146703, January 31. 1968)



INTERNATIONAL ACTIVITIES

FOREIGN ASSISTANCE PROGRAMS

121. R ECOVERABILITY OF MiLl·
TARY ASSUTANCE PROPERTY OE·
CLARED EXCESS BY RECIPIENT COUN·
TRIES-In July 1967, we reported to the Con­
pess that in releasing excess Military Assis­
tance Propam ~MAP) property to recipient
countries, the Department of Defense ~ooD)

had not always determined, on a case·by..ase
~is. whether it would be economically bene·
ficial for the United States to recover the
property shoUld it subsequently become no
longer required by the recipient country. We
pointed out that this had had the effect of
adding millions of dollars worlh of additional
United Stales aid 10 recipient countries that
was not readily apparent because it was not
part of lhe usual aid programs bul consisted
of the proceeds realized by recipient countries
from the sale of MAP-donaled property which
they no longer required.

We expressed Ihe opinion Ihal proceeds
from disposal sales could have been realized
by the United Stales had ease-by..ase ecO­
nom ic recoverability determinations been
made and Ihatthese proceeds also would have
had a favorable effeel on lhe United States
balance-of'payments position.

We pointed out that a significant amount
of Ihe propcrty offcred by Ihe recipient coun·
tries 10 the United States for recovery had
been released to the recipienl country with­
out DOD's firsl determining whether the
property was economically recoverable to the
United States for either redistribution or dis­
posal purposes. We poinled out also thatlhere
were billions of dollars worlh of MAP prop­
erty still in Ihe possession of MAP recipienl
countries that would cvcnlually be offered to
the United States for rccov~ry.

Although the United States praetkc of
disposing of excess MAP property differed in
many recipient countries. we expressed the
opinion that DOD could have increased
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United States revenues from the disposal of
excess MAP property in foreign countries by
recovering for disposal by United States dis­
posal agencies a pealer amount of that prop­
erty which had been declared by recipient
countries 10 be excess 10 Iheir needs. We ex­
pressed Ihe opinion also Ihat Ihe release of
property which mighl have been determined
to be economically recoverable had deprived
the United States of foreign currency which
otherwise could have been realized by the
United Slates and used to reduce dollar ex­
penditures. In Ihis regard, there could have
been " favorable effeet on the Uniled Slates
balance-of-payments position.

In commenting on our rcport~ th~ De­
partmenls of Slate and Defense advised us
Ihat they could nol agree with all our findings
and conclusions. However, we issued our re·
pori 10 the Congress to advise il of lhe addi­
Iional assistance being provided 10 c"Crtain re­
cipient countries in the manner d~ribcd

above.~B·161049,July 12,1'167)

129. IDENTIFICATION AND USE OF
MILITARY ASSISTANCE EQUIPMENT··ln
November 1967 we reported 10 the Congress
that improvements w~re ne~ded in the man­
agement of Military Assislanee Program (MAP)
~quipment by the D.:partmcllt of Dt:f~nse

and the Department of the Army. We pointed
out that

·-c.artain unassigned MAP·ownt~d

equipment in Army storage W3!\.
nOl being used to satisfy requir~·

menlS,

--significant amounts ul MAP funds

had been required (0 obtai" equip­
ment 10 lill gr ..ult·did and sales reo
Quircnwnls whil h l:ould otherwise

hc.lVC bl:l~lll liIll!d by Ihe use Of

iden I kat i terns uf unassignt.!d
MAP-uwned uql.liprnent in Army
stordge, dlld



bl'Cc\lJ<;e ~IJl.1l f~qLJiprnp-nt had not
be{~n used. additional MAP funds
werp. expended for storing and
rnaintClirling tJ1P. un<3ssigned equip­
III P. r11

We attributed the failure to lise available
MAP-owned equipment to (a) the absence of
accurate Army inventory data and of defini­
tive procedures for systematically screening
and using unassigned MAP-owned equipment,
(b) the lack of necessary controls to assure
higher echelons of command that existing pol­
icies were being implemented by operating
units. and (c) the use of verbal hold orders to
reserve equipment. unassigned because of can­
cellation of certain grant-aid recipient country
programs. for potential but unconfirmed
sales. barter. or coproduction agreements.

We pointed out also that there was a
need for improvement in management of
Army-owned equipment reserved for MAP to
ensure that. upon termination or reduction of
the MAP requirement for which the equip­
ment was reserved. it would be promptly re­
leased for general-issue purposes. Our review
at three Army Im.:ations indicated that only
one had 100:al written proct'dures in effect to
cover this management area.

At th~ l:ondusion uf uur review. Defense
and Army offidals agreed in general with the
findings. condusions. und proposals for cor­
rective actions t.:'ontained in our report and
inforrnt'd LIS that measures had been taken or
were in process to improve management pro­
cedures and controls over military assistance
pregram inventories.

We believe t1wt the Department's plans.
if properly carried out. should result in more
effective utilization of MAP-owned equip­
ment and of equipment reserved for MAP
and in reduced costs to the United States.
(8-162479. November 14. 1967)

130. MANAGEMENT OF PROPERTY
ACQUIRED FOR FOREIGN ASSISTANCE-­
I. October 1967 we reported to the Adminis­
trator, Agency for International Development
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(AID) on our examination into AID's manaae­
ment of excess property furnished to the G0v­
ernment of Turkey for use in AID-financed
programs and project assistance. Pursuant to
section 608 of the Foreign Assistance Act of
1961, as amended, AID is authorized to ac­
quire excess property ill' advance of known
needs and to repair, store, and use such prop­
erty in furtherance of foreign economic ....
tance.

Our examination, perfonned at AID's
overseas Mission in Turkey, indicated a need
for the Mission to more dYeclively I118M1t
the programming, receipt, and utiliUtion
of excess properly furnished to the Govern­
ment of Turkey (GOT). We found that the
Mission, in many instances, had not deter­
mined (a) the need for equipment prior to
approval for acquisition by GOT, (b) whether
equipment had been received in Turkey by
the recipient agency or municipality, and (c)
whether equipment received was in operating
condition and was bein, effeclively utilized.

In January 1968. AID advised us of the
specific actions taken or being taken in re­
sponse to our report to provide more effective
management over the excess property pro­
gram in Turkey. The AID response addressed
itself to our findings 8$ follows:

--Programming of Excess Property:
AI D/Turkey is enforcing regula­
tions calling for the submission of
detailed pr:oposed allocation forms
and 6-month status reports on
utilization. As a more positive
means for assuring regular submis­
sion of the status reports, AID has
informed the GOT that it will
withhold requeats from recipients
who have not ft..llfilled this require­
ment.

--Receipt of E"cess Property: A
new report, the Final Inspection
Check List. ha$ been devised to
identify problems. These reports.
prepared by GOT authorities are
compared with similar ones pre·
pared by inspectors a.t the depots
from which the items were pro­
cured. AID officials are investigat-



ing all discrepancies and taking ap­
propriate action.

··Utilization of Excess Property:
A 10 officials will continue to
travel throughout Turkey check­
ing on the proper utilization of ex­
cess property.

(8-146995, October 24, 1967)

·131. PROCUREMENT Of EQUIp·
MENT UNDER THE ECONOMIC ASSlS­
TANC~ 'RDGRAM··ln Febr:llary 1968 we reo
ported· to the Congress that, instead of obtain­
ing.•..,ttain equipment-trucks, tractors, motor
graden, etc.-available from U.S. excess prop­
erty inventories at a cost of about 5370,000,
the Turkish Government had purchased new
equipment for highway and irrigation projects
with about $1.8 million in U.S. foreisn aid
funds.

Officials of the Agency for Internation.1
Development (AID) advised us Ihat Ihe deci­
sion to use U.S.-owned excess property in lieu
of new procurements-as desired by the Con·
gre....resled wilh Ihe Turkish Governmenl
and Ihat, in Ihis instance, the age of Ihe ex­
cess equipmenl juslifled Ihe decision.

Because of Ihe m.gni tude and Ihe con­
tinuing n.lure of Ihe U.S. commitmenl 10
Turkey, AID, in our opinion, is in a position
10 oblain Ihe cooperalion of Ihe Turkish Gov­
ernmenl in subslituling excess property for
new procurement, where appropriate. More­
over, Turkey's rejeclion of lbe excess prop­
erty On the basis of age was, in our opinion,
nol justified because of Ihe degree 10 which
Ihe properly was supposed to h.ve been re­
habililated-to al leasl 75 percenl of ils orig­
inal useful life-and Ihe facl Ihal only equip­
ment for which spare parts were available was
earmarked for transfer.

We recommended that, to ensure to a
greater extent the effective use of eXCess
properly in lieu of new procuremenl. the Ad­
ministr.. tor. AID, augment existing proce­
dures relating to the acquisition of excess
property by requiring Mi~'Sion officials to doc­
ument their efforts in determining the avail-
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ability of excess property and, where appro­
priate, to attest either lhat no suitable excess
property was located or that excess property
found to he avanable was not acquired for
reasons acceplable to responsible officials.
(8-146995, February 28, 1968)

132. MANAGEMENT Of COMMOO­
ITiES fURNISHED UNDER fOREIGN AS­
SISTANCE PROGRAMS··ln our February
1968 report 10 the Consress on our review of
the economic assistance program in Turkey
we expressed Ihe opinion that procedures cr
the Agency for Internalional Development
(AID) for moniloring Ihe receipt .nd use of
U.S.-owned commodities and equipmenl fur­
nished 10 Turkey were nol as effective as Ibey
should have been. We had found lb.1 (0) for a
signirlCanl amount of imports, information
idenlifying the commodities was nol ob­
I.ined, (b) end-use checks were nol made to
determine whether commodities were being
properly used, and (c) AID was not aggres­
sively following up requesls for refunds from
Tu rkey for eommodities which had not
cleared customs warehouses within a reason­
able period of lime.

AID officials informed us Ihal Ihey were
taking action to improve the arrival account·
ing syslem and 10 increase auditing efforls re­
laling 10 the use of eommodities. We were
also advised Ihal AID was allempling 10 ob­
I.in paymenl for oulslanding claims against
Turkey for commodilies whieh had nol
cleared cusComs warehouses within it reaSOn­
able period of lime.

AID delermined Ih.t ineligible commod­
ilies in Ihe .mounl of 5667,018 had been ft­
nanced by AID, and accordingly, • bill for
collection was issued to recover thitt amount.

We believe Ihal Ihese aclions will, if
properly implemenled. provide more effeclive
management over the receipt and use of com~
modilies furnished 10 Turkey as well as 10
other counrries receiving such assistance.
(8-1469'15. February 28. 1%8)



133. FINANCING OF COMMODITIES
UN D ER THE ECONOMIC ASSIST4NCE
PROGRAM--In February 1'l68 we reported to
(he Congress on our review of the cco!lomic
assislance program for Turkey. We had found
thal

tile AQenrv for International De­

vp\oprnenl (AID) wac; financing

the importation of "teel products
itt a lime when Tllrkt>y's domestic

produrtion facilities had lhe po­

lential for satisfying d larger por·

tion of the country's steel prod·

ucts requirements.

-u.S. funds had been used 10 Ii·
nilnce imports of certain commod­

ili~' tor which funds could be ob

tdined from priv~tP sources, ;JI·
though such use wJ$ In('onsislenl

with AID's polkv.

··AID had bepn un<;ur:cessful in en­

l:OUTflging Turkey 10 use ils own

foreign p'l(ch<lnge to finance

imports from lhe United Siales

... dlupd at under $5.000.

AID offidals agreed. in part. with our
suggestions for improving its programming for
commodities and equipment. They arc devel·
oping criteria to be used as guidance in deter·
mining whether it is morc beneficial to import
commodities than to produce them in·
country. We recommended lhat the Admin­
istrator. AID. establish more precise lists of
eligible and ineligible commodities and give
recognition to the use to which the commod·
ities will be put as a factor essential to proper
commodity classification. (B-14699~. Feb­
ruary 28. 19(8)

INTERNATIONAL A CTI VITlES­
GENERAL

134. DETERMINATION OF SELLING
PRICE FOR PLUTONIUM·-At the request of
Ihe Joinl Committee on Atomic Energy
(JCAE), we examined inlo Ihe potential r..
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nancial impacl on the United Stat<'S Govern­
ment of the Atomic Energy Commission's
proposal to amend the European Atomic
Enell!Y Community (EURATOM) Coopera­
tion Act of 1958 (42 U.S.c. 2291) to autho­
rize the transfer of an additional 1.000 kilo­
grams of plutonium to EURATOM. In two
reports to the JCAE iilSued in OCtober 1967.
we commented on the financilll implications
of various alternative methods for supplying
EURATOM's requirements.

AEC had proposed to allow EURATOM
10 obtain up to 50 percent of its plutonium
requiremenls from private reactor operators
and to obtain the re"",inder from AEC at a
weighted average price to be detennined from
the cost to AEC for all portions of plutonium
available to the civil programs. including hoth
plutonium produced hy AEC and that ob­
tained from other sources. In the past. pluto­
nium produced in the United States had' been
furnished 10 EURATOM by AEC only, at a
price related 10 ils cosl of produclion.

In considering various alternative meth­
ods of supplyin!, EURATOM's requirements.
we pointed OIlt that AEC's proposal, involving
the sale of 500 kilograms of plutonium at a
weighted average price, could result in a loss
of revenue 10 the Government of ahout 52.2
million. compared with the revenues which
would result if AEC sold the plutonium to
EURATOM at Ihe current established price
related to ils cosl of production. We also
pointed out that, under the AEC proposal.
EURATOM's average cost for lhe total pluto­
nium purchased from hoth AEC and the re­
actor operators would, in all likelihood, be
lower than the average cost at wbich pluto­
nium would be a~ailable to the Govemment's
civil programs.

In its report on the legislation authoriz·
ing the transfer of the additional 1,000 kilo­
grams of plutonium to EURATOM, the JCAE
stated that. in light of our reporl, it believed
that the AEC plan to eharge EURATOM a
weighted average price for plutonium sold
pursuant to the new authorization la) did not
adequately recognize the various uncertainties
and equities involved, (b) would set • poor



precedent, and (c) would be diffICult to ad­
minister. AccordinBIY, the JCAE recom­
mellfJ!l4 that the sare of the plutonium to
EURATm( be made at. the AEC price in ef­
fect at the time of delivery of the material.

The JCAE stated that AEC was lIllI"eeabie
to tbe modiflC;lliOn of ils orIJina1 pl'OfklSal
and that the effect oNhe modification would
be to iill:tellse revenues t9 tbe Government by
approximately 52.2 million, compared' with
the reVenues whiCh woUld result from AEC's
su....ted· policy. The Coneress subsequently
enacted'iiollislation authorizing the transfer of
the additloJilil· 1,000' kiJopams of plutonium
to EURATOM, in the manner sugested by the
JCAE. (8-131 115, October 20 and 24, 1967)

135. D ISCDUNTS AVAILABLE
THRDUGH LEASE PREPAYMENTS--In May
1968, we advised the Department of State
that the Embassy in Brazil had an opportu­
nity to achieve annual savings of $6.600
Ihrough exercising a prepaymenl discount
clause in one of ils leases. We further found
thaI, if similar clauses had been inserted into
the Embassy's 15 remaining leases which were
denominaled in Unit,-d States currency, an­
nual savinI!" of nearly S12.000 could have
been achieved.

This opportunity for savings stem.s pri­
. marily fW'1I the extremely high interesl mte
in Brazil. This rate WdS about 14 percent in
late 190b and in early 1967 ranged from 30
to 411 percent. and made it financially advan­
tageous to lessors 10 accepl advance pay·
ments. We found, in fact, that, in the lease
containing this claus-:, the clause was inserted
at the suggestion of the lessor.

The lease was renewed for 5 years on
January I, 1963, al an annual rale of
$66,000. The agreement provided that Ihe
lessee would have an option of paying the
lease I or 2 years in advance at an annual
discounl of 10 percent. The Embassy exer­
cised this option only once prior to the con­
clusion of our fieldwork and realized a dis­
count of SI ,375. Had Ihe Embassy exercised
the discount provision to the maximum ex-
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tent, a total of S59,400 could have been saved
over the S-year period of Ihe lease.

Embassy officials agr,-ed Ihat the pro­
posal had merit and subsequently advised us
that the discount provision had been exer­
cised in the lease containing this clause .nd,
further, th.1 they would allempt 10 obtain
similar discounts in the remaining leases,' de·
nominaled in United Slates currency. The in­
fIalionary tendencies in Brazil, and the result­
ing depreciative effect on BraZilian currency,
make it disadvantageous 10 make similar
prepayments on leases denominated in Brazil·
ian currency. (B·163323. May 23,19(8)

UNITED STATES BALANCE­
OF-PA YMENTS POS171ON

136. DBSERVATlDNS DN THE
UNITED STATES BALANCE·OF·
PAYMENTS POSITlON··ln a report sub­
mitted 10 the Congress in October 1967. we
\>ointed oul Ihat over the years the General
Accounting Office had sought ways and
means of benefiting the U.S. balance-of-pay·
ments position. The rt:port and u separate
classifted supplement summarized the results
of our efforls since 1961.

A. wide range of Government programs
bas beer. developed to deal with continuing
balance-<>I~paymenls deficils. Some of these
programs depend for Iheir success on Ihe vol­
untary cooperalion of a broad segment of the
American business community and public;
others involve largely ll1att~rs of domestic or
foreign policies.

The General Accounling Omce has di·
rected many of its efforls toward identifying
specific situations which lend themselves to
achieving additional balance·of-payments hen­
efits. We have examined into the management
o f Gov~rnment-owned foreign assets and
claims; the negotiation and ~nforcement of
bilaleral agreemenls lhal resull. or should re­
sult, in the accrual of "roceeds to the Govern­
ment; efforts made to encourage multi­
national partkip,ttion in foreign aid progr<lms:



and areas wh.:re opcralioils could be carried
oul abroad with more efficiency or at less
cost.

As we disl'overed silUations having bene·
fkia) bl.llalKc-of-payments implications, we
brought them to the attention of the Congress
and of cogniz.ant agen~y offidals. In many
cast's remeJial a~lion was taken.

While il is not possible to estimate
precisely how much the U.S. bafance-of"l
paymf'nts situation was benefited because of
the IKtions later taken by agency officials, we
believe lhal :o.Ul'h actions, with respect to the
malte~ inclmh.·d in the report and in the sep­
am Ie dassifit~d SUppll~ll1l'nl. have resulted in
beneliis of many millions of dollars. In u
number or <.:us(;'s, littl~ or nothing was done
about the matters we idJ:ntitied because
agC'nc~ alTkinls maintained that the adoption
of our proposals would not be in the foreign·
l'l(iCY inh.'rt'sts of till' Unill'd St.. tes. It a~
pears that signifh.·ant balunce-of-payments ad·
v<J111Jl!t."s in thl'~t' areas <.Ire not likely until and
unless. basic polk-irs l'hange.

Wt' pl;,lIl to give il1l'Tt:'<.lsing attention, in
our future rl'Vil'ws, 10 dforts to red~h,;e the
adverse efft'c: of \'xpel1ditures abroad, with
particular refert'nlT to measures taken by the
A!!ellcy for lnll"rnational Development and
Ihe Departml'nl of Defense. We plan also to
examine into the possibility that the barter
program for agrkulturnJ commodities could
make greater l'olltributions lowiJrd improving
the United Slat~s balance-of- payments posi­
tion.

We have !\isued this report 10 the Con­
gress because the problem of coping with
l'hronic balanl'c·of-payments deficits is prom­
inent among the contemporary economic is·
sues confronting the United States. This re­
port outlines <Jreas of Government operations
where balant.:e-of~paymcnts advantages may
be possible, the status of l:ognizant agencies'
efforts in these areas, and reasons why in
some cases the potential advantages have not
heen pursued to d.te. (B-162222, October 31,
1967)
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131. BALANCE-QF.f'AYIiIENTI! ~l!'

PECTS OF THE AGRIC~LTURAL· ,~!!.­

TER PROGRAM-In May 1968 we ~epoI:te6

to the Congress the results of our examination
into an opportunity to imp"",e the U.S­
balance-of-payments position thfOlllh an in­
creased agricultural barter program.

We pointed out that the barter prOll'am,
which is administered by the Forelp Agri,­
cultural Service, U.S., Department of
Agriculture (USDA), as now constituted
makes a worthwhile contribution to the bUd­
getary and balance-of-payments positil>n of
the United States. Proceeds from batter trans­
actions are used to pay fo~ supplies and ser­
vices thai otherwise would be bouihl abroad
with dollars. Nonetheless, lhe program is man·
aged in a fashion which, in ou~ view, keeps it
from realizing its full polential.

Under the program, agrieultural com·
rnodilies-wheat, feed grain. veaelable oil, cot­
ton, and lobaceo-are· used in place of dollars
to acquire goods and se...ices needed in U.S.
overseas operations. Dollars lhat would be
spenl abroad for this purpose are kept in the
United States.

The needs for proceeds from barter
transactions by Government alencies operat·
ing abmad--particularly the Deparlment of
[Iefense and the Agency for Inlernational De­
velopment-have greatly exceeded amounts re­
ceived from barter transactions in re<:ent
years.

We identirled nearly 5700 million worth
of Government expenditures abroad as qual­
ifying for paymenl from barter transactions
annually compared wilh 5260 million worth
actually barlered.

We expressed the belief that USDA
should adopt a policy of lelling market condi­
lions determine the size of lhe barter program
rather than allempt to hold the size below a
theoretical or administrative limit.

We expressed the belief a"" that relax­
ation of barter constraints woold im:rease



American agricultural exports and balance- of­
~ymeiit savinllS ·fOr Ihe United Stat.. and
wookI ~rease budgetary ...vings. The poten­
till f1ll8ni:ial and related advanla... demina
from an expailded barter JIf'lFam warrant·re­
..aluation of basic policies Ihat hold the pr.o­
aram al its present level, which is below ils
polenlial. ..

The Depat,lments of Aaricullure and
Stale and the Bureau of Ihe Budget stressed
that consideialion would have 10 he siven Ie •
number of polenlial problem areas hefore de­
lermining lhe exlenl to which the proaram
could be expanded. The Department of the
Treasury, however, questioned lhe desirability
of removin8 Ihe pr_nt conslraints on Ihe
prosram.

We recommended that a study be under­
ta~en to explore the besl ways and means of
increasing benetils from this proaram to Ihe
hiahest level permissible under governing stat­
u.tes. Such a study could be underlaken by
the Cabi,lCt Committee un Balance of p..y­
ments.

We proposed thai lhe C.ongr<... mighl
wish to inquire further inlo Ihis matter in
view of Ihe conlroversial nalurc of Ihis pro­
gram and Ihe polenlial of Ihe program f.or
achieving balance-or-payments savings.
(8-163536, May 29,1968)

UTILIZATION OF UNITED STATES
OWNED OR CONTROLLED
FOREIGN CURRENCIES

138. USE OF UNITED STATES·
OWNED FOREIGN CURRENCIES BY SHIP
OPERATORS..)n January 1968 we reported
to the Congress thai cerlain American-nag
ship operalors, who were subsidized by Ihe
Maritime Administration, Deparlment of
Commerce. had purchased from commercial
banks instead of from Ihe Treasury Depart­
ment substantial amounts of foreign curren­
cies w(th U.S. dollars, for use in excess­
currency countries. By purchasing certain for­
eign currencies from the Treasury Department
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for use in their overseas operdtions, the ship
operators could help 10 alleviale Ihe U.S. bal­
ance of payments and budgel deticits and re­
duce Ihe Govemmenl's holdings of excess for­
eign currencies.

During the period March 1965 10 May
1967, we found Iha~ Ihree of the six sub­
sidized ship operalors, providing service to
seven foreign countries designated as excess·
currency countries, purchased about S1.7 mil­
lion of foreign currencies from commercial
banks for use in Ceylon, Guinea, India, and
Pakislan. Thesc purchases we.. made subse­
quenllo Ihe negotiation, by Ihe Uniled Siaies
and Ihese countries, of agreemenls Ihal made
il permissible for Ihe Uniled Siaies Govem­
menl 10 sell such currencies to U.S. cilizens.

In a leller 10 Ihe Acling Marilime Ad­
minislralor, daled July 21, 1967, we pro­
posed that Marilime acl as a liaison belween
Ihe subsidized ship operalors and Ihe Govern­
ment 10 encou",KC the operalors 10 purchase
from Ihe Trea, ':'1 Department their foreign
currency needs for use in- countries that had
agreed 10 such 8.,les and thai Maritime de­
velop effective procedures for such purchases.
Maritime agreed with \.'lur proposal and. in co·
operalioll with the Treasury Deparlmenl, in­
formed bolh Ihe subsidized and lIonsub·
sidized ship operalors of the desirabilily of
O1l1king certain of their foreign currency pur­
chases from the Treasury Department. Mari~

time also informed the ship operutors as to
the countries where excess foreign currencies
arc available for sale and the procedures 10 be
followed in purchasing such currencies from
Ihe Treasury Departmen!.

We also reporled this matler 10 the Bu­
reau of Ihe Budgel and suggested Ihal il bring
10 Ihe allenlion of all deparlments and agen­
des of the Government the "ctioDs taken by
Maritime as an example of the type of poten·
tilll incfCased usage of foreign currencies that
may exist in progmms other than those of Mar­
itime so that other agencies can identify and
exploit any similar opportunities that may ex·
ist in Iheir programs. As a result of our report,
Ihe Bureau of the Budget has revised certain
of its guidelines regarding exc~ss foreign cur·



rendes to call to tt.,· attention of Government
ugencics that new uses for the excess and
near-cxcess currencies should be sought and
developed frol11 among related programs of
non-Government organizations, subs.idized
ship operators, voluntary foreign aid agencies.
etc. (8-146749. January II. 19(8)

139. USE OF LEND·LEASE SETTLE­
MENT FOREI·GN CURRENCiES IN LIEU
OF UNITED STATES DOLLARS·-We found
that although the United States had $336,000
available in Australian currency for lend-lease
settlement programs. it was financing lend­
lease programs in that country with U.S. dol­
lars.

The fu"ds were provided to the Depart­
ment of Stute by the Australi:m Government
in 1949 as partial payment for lend-lease and
surplus war property, to be used for acquisi­
tion of real property and related furniture and
fixtures within Australia. We were informed
that the funds could also be used for eduea-
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tional and cultural prow·ams.

We found that a balance of 1336,000 in
the fund had not been expended because of
lack of specific consressional approval; how­
ever, under section 1415 of the Sup;lemental
Appropriation Act of 1953, appropiibtillllS of
foreign currency need not be sptciflcally
made. Also, use of the funds was apparently
not restricted to Department of Stalle pro-
grams. \

I

We therefore recommended to the De­
partment in September 1967 that, to help al­
leviate the balance-of-payments problem, the
Departmer.' seek Australian release of the
funds for use by the Department or other
U.S. Government agencies in Australia, in
lieu of spending U.S. dolla:·~ We were sub­
sequently advised by the Department that the
Government of Australia had paid the U.S.
Government $365,5 I5, in payment of the
lend-lease balance, which was transmitted to
the Treasury for deposit. (8-159601, Septem­
ber 12. 1967)



MANPOWER UTILIZATION

COORDINA TION

'40. DELINEATION OF DUTIES AND
RESPONSIBILITIES OF EMPLOYEES··Our
!\>lIi1tw of funclio~sof Ihe Posl Office Depart­
menl's poslal inspeclors and "'Iional office
personnel indicaled lhallherewas some over­
IaPpillll and duplication of effort wilh respecl
10 inspeclions and surveys of buildings, ve­
hicle mainlenance, and cerlain olher activi­
lies. In a May 1967 reporllo a Subcommillee
of Ihe House COlllmillee on Approprialions,
we expressed our ""lief Ihal coordination of
these functions was desirable so as to mini·
mize overlapping and duplicalion and thai Ihe
respeclive areas of responsibilily of Ihe poslal
inspeclion service and Ihe regional om.....
should be more clearly defined.

In February 1968 the Deparlment de­
linealed lhe dulies and responsibililies of
postal inspectors and regional office personnel
and emphasized lhe neL"CSSily of coordinalion.
(11-159768. May 24.1967)

PLANNING

14'. CONVERSION OF MANUALLY
OPERATED FURNACES TO AUTOMATIC·
TYPE HEATING UNITS-·We reviewed Ihe
costs of operating healing unils of the Iypes
generally used at military ba..,. 10 heal single
buildings. We found Ihat cosls could he
reduced several million dollars annually at
Army and Air Force illstallations if manually
opcr•.lfcd furnaces were converted to auto­
matic~typc heating units. Such conversions at
th~ 12 military installations covered in our
review could reduce costs aboul $3.5 million
each year. primarily by releasing military per·
sonnel for other duties. These findings were
stat~d ill our report issued to the Congress in
December 1967.

Department 01' Defense officials ex­
pressed the opinion that (a) there could be no
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actual reduction of military personnel require­
ments if the fUrH:tion were eliminated since.
no personnel spaces had been aUlhorized for
this funclion. (b) Ihe Congress was reluclant
10 supporl r,-quesls for fuel conversion. (c)
military labor should not he considered an
economic factor in fuel conversions except
where such labor was !",rmanently assigned 10
the installation engineer and a reduction in
strength could he made, and (d) these duties
were usually performed as an addilional dUly
or by transient personnel. We found. ho....ever.
thai Ihe majority of Ihe mililary personnel
used 10 fire furnaces had been on the Job full
lime for 30 days or longer.

TIle Deparlmenl of Defellse re'luesled
Ihe Army and Ihe Air Force 10 make a study
of this matter. including a comprehensive re·
view of all sm.1I hand-fired healing syslems
using either military or civilian tir.:::men. TIl is
sludy. ¥-l1ich was in progress at June 30.
1968, is ~n~t"!lded to sene as a basis for evalu·
ation of the economic potential from conver­
sion of hand-fired furnaces.

In view of the need to achieve the most
efficienl and effective ulilizalion of mililary
manpower in assignments requiring military
skills and to realize the economi~s possible
through conversion of manually operated coal
heating units to automatic gas or oil heating
units. we suggested in our report that the
Congress might wish to inquire into the prac·
lice of using 'nilitary labor 10 perform the
funclion of lending furnaces. (8·160931. De­
cemher 17, 1967)

142. CUSTODIAL AND ENGINEER­
ING STAFFING LEVELS IN PUBLIC
SCHOOLS··We reporled 10 the ('ongrLoss Ihal
Ihe need for adol'ling suitable guidelines for
usc in determining apllfopriate custodial and
engineering staffing in the Vi.trious public
schools in the District of Columbia was indi­
cated by an ap~rcnl overstaffing of custodial
and engineering ~lUployccs in the District's
public schools. The cost of the apparent over­
staffing could amount to as much as



S1.200.000 al1l1ually. Our vit~WS were based
011 a comparison of the number of custodial
and engincl'ring employees in the District's
schools with the required number 3S com­
puted under the staffing standards published
by the Department of Health, Education, and
Welfare and on a comparison of the District's
school custodial and engineering costs per
pupil with custodial and engin('ering costs per
pupil in various States. urban s,':hool districts,
Jnd adjacent or nearby l'ommunitics.

Tht' President. Board of Commissioners.
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concurred in our proposal to make a study of
the District's custodial and engineering needs
and stated that the Board of Education would
establish standards of perfonnance consistent
with standards in cities of comparable size
and in conformity with the special require­
ments of the District of Columbia. On June
27. 1968, the District of Columbia !loard of
Education awarded a contract to a private
management consulting finn to begin such a
study, to be completed by December 31,
1968. (8-161397, June 28, 1967)



PAY. ALLOWANCES. AND EMPLOYEE BENEFITS

FEDERAL t:MPLOYEES' HEALTH
AND INSURANCE PROGRAMS

143. DEPRECIATION CHARGES TO
GOVERNMENT PROGRAMS··ln February
1968 we reported to the Exeeutive Direetor
of the United States Civil Service Commission
that, consistent with the cost reimbursement
principles for the Medieare prollfam, the Blue
Cross-Blue Shield of Alabama, as of January
I, 1967, had capitalized $206,000 as the esti­
mated residual value of previously purchased
furnllure and equipment costing about
$375,000 and had proposed to recover a pro
rata portion of the residual value of the fumi.
ture. a~ equipment through subsequent de.
preclallon charaes to the Federal Employees'
Health Benefits Prollfam (FEP). Since the fur.
niture and equipment purchased by the AI..
bama local health plan had previously been
eharaed as an expense and a pro rata share of
the cost had been charged to the FEP, the
recovery of the residual value through subse­
quent depreciation charges would have re­
sulted in FEP's paying for a portion of the
furniture and equipment twice-once for the
original purchase and again througl. deprecia­
tion charJes.

We sugaested to officials of the Alabama
local health plan that depreciation charges to
the FEP be limited to furniture and equip­
ment purchased after December 31, 1966. Of­
fICials of the Alabama local health plan .eed
with our position and advised us that such
depreciation charges estimated to be about
520,000 would not be charged to the FEP in
1967 and in future years.

Since the probability exisled Ihat other
local Blue Cross-Blue Shield plans may have
adoph."tI similar procedures, we recommended
that the Commission request the Director
FEP, to instruct all local Blue Cross-Blu~
Shield plans lhat deprccialion charges would
not be allowed for that portion of Ihe cost of
furniture and equipment that had previously
been expensed and charged 10 the FEP. In
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April 1968 the Director, FEP, cautioned all
local health plans to be sure that appropriate
"Tedits were made to the FEP to avoid dou­
bling up on FEP's share of the cost of such
furniture ar1 equipment. (Report to Execu.
tive Director, U.S. Civil Service Commission,
February 12, 1968)

144. RISK CHARGE PAID ON LIFE
INSURANCE PREMtUMS.·The cont"""1
between the United States Civil Service Com.
mission and the Shenandoah Life Insurance
Company prov;des for tbe payment 10 Shen.
andoah of a ri>{O: .:harge of 1.5 peleent of gras,
insurance prel1ll Ims. The risk charge rate of
1.5 percent, which was negotiated between
the Commission and Shenandoah and became
effective in January 1956, has since remained
unchanged.

An amendment to the contract, effective
in January 1961, authorized Shenandoah to
retain a continaertcy reserve fund to provide
for possible adverse fluctuations in future in­
surance claims. The establishment of the can.
tingency reserve fund, currently amounting 10
about 56 million, greatly lessened, or entirely
eliminated, lhe fisk of possible loss to Shenan­
doah. The fisk cha"" therefore is now primar­
ily a profit factor.

The Vice President and Actuary of Shen.
andoah advised us that the risk charge of 1.5
percent did not necessarily have to be as large
as originally established due to the smaller
risk involved as a result of the creation or the
"'Ontingency reserve fund in 1961. He staled
thai he would be willing to discuss some reo
duction in the risk eharae with the Commis.
sion. Accordingly, we recommended that the
Commission enter inlo negoliations with
Shenandoah for an appropriate reduction in
the risk charge under the insurance contract.
(Reporl 10 Executive Director. U.S. Civil Ser­
vice Commission, February 19, 1968)



145. METHOD OF COMPUTING IN·
TEREST EARNINGS ON CONTINGENCY
RESERVE FUND··ln our report of February
19(,8 w(" noted tlml. pursu,anl to the provi·
sions of" ,,:onlr:lC:1 hdwcen the United Stales
Civil SNvk'l' (\H11Illissioll and the Shenandoah
Lilt' InSUranl,;l' Company for the group in·
surance of the former members of certain
Fedt'ral employet·s· benefkial <lssodation~.

Shenandoah had not l:onsidcred certain in­
surance prt'llliul1l funus in its computation of
int~rcst earnl'u on thl' contingency reserve
fund. As J result. such funds to' oIling about
S1.5 million for a pl.·riad equivalent ':0 abollt
olH.:'·half Yt'ar were hl.'ld hy Shcmmdoah. in
erred. on an :nl('rc:sl·(n'C' basis.

The Vicl.: President and At'tunry of Shen­
andoah agreed to (ompule interest earnings
on a more equitable hasis and in(lkatcd thai
Ih.' would consl'nl to the rccompululiun of in­
Il'rest earnings for I()h I and Succl'c.ding con­
Irad year!>. I Re-port to l-.xl'l'ulivc Director,
U.S. Civil Servke Commission, February 19,
19Mn

146. MEDiCAL BENEFITS FUR·
NISHED TO EMPLOYEES OVERSEAS--Our
review or cl'rrain nspl'ds of the Foreign Ser­
vice medical program administc.'rl'<1 by the De­
partment of Statl' showed that the United
States was hearing dual costs fl'luting to med­
ical care for Foreign Servil'l' ~mployees sla­
tioned overse.lS bec<lu~e it provided them with
subslOlnti<l1 free medk"al s~rvicl' anti al the
same til1ll' cQlllribull'd toward thl' employees'
membership in he'llth bendits programs. We
b('lieve that the GOVI'TIll11l'nt's cost could be
reduced by about $234,000 each year if the
Deparlmenl of Slale and Ihe U.S. Civil Ser­
vice Commis."ion «('SC) coordinated their par­
ticipation in till' cost of medk<ll services and
insurance protection provided to about
40,000 Foreign Service employees and de­
pl'nJents stationed overseas.

Under the Stall' Department's Foreign
Service medkal program. substantial fTl.'e

medical care is furnished to Fureign Service
employees 3ml dependents during their over­
seas assignments. Foreign Service employees
also generally enroll in one of the several
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health benefits program plans adminislered by
Ihe eSc.

To alleviale the additional expense in­
curred under ils Foreign Service medical pro­
gram, Ihe Deparlmenl requires employee. 10
file claims under their CSC plans for services
received overseas and 10 endorse Ihe proceeds
to the Governmenl.

We round, however, that one of Ihe esc
plans-Ihe Foreign Servr~e benefil plan-did
not assume Iiabilily for services covered by
the Department's Fon.~il'n Service medical
program. Since the Government contribution
10 th's esc plan is the St'me reprdless of
whether Ihe employee is slationed overseas or
wilhin Ihe United Stales, Ihe Governmenl is
in efreet bearing the costs of certain medical
care for overseas employees twice-once as a
direct patient cost and again as an insurance
premium cost.

In a report to the COllll'CSS in May 1968,
we recommended thaI the Slate Departmenl
and CSC eooperalively initiate action 10 mini­
mize the costly eITeels of Ihe GovernmenCs
presenl form of I",rlieipation in Ihe Iwo Fed­
eral health programs available to Foreisn Ser­
vice employees. (8·162639, May 23,1968)

H-:DERAL EMPLOYEES' RETlREMENT
AND DISABILITY PROGRAM

147. REIMBURSEMENTS TO CIVil
SERVICE RETIREMENT FUND··ln our re­
view of pertinent provisions of the civil ser­
vice retirement law and applicable regulations,
we noted Ihal the annuilies of reemployed
retired employees, and of members of lhe
Congress employed on an intermittent basis,
conlinued to be paid from the civil service
retirement fund during their periods of reem·
ployment by Federal agencies and thai their
reemploymenl salaries were redu<..,d by the
amounls equal 10 the annuilies paid for the
periods of actual employment. However the
civil service retiremenl fund is reimbursed
only for Ihe amo..~ls deducted from Ihe
salaries of members of ,:,e Coogress.



The effect of Federal .ncies· redudna
the salJries of reerilP,lOyed 'eR.ployees by the
amolilits of the annuUles received. wilhoul reo
imbuni... I~ reliremenl fund. is Ihal a por.
tion of tJie payroll COSI. of .uch employ••••
equivalent to the amounl. of Ihe: .nnuilies
paid. is fin.nc.d by the retirellleril fund
..tiler thaD by the flUIds of the .mployl...
aieftl:ies. We estim.led th.1 this .mount c..:lld
total about $7 million annually.

We have proposed th;lt the Consress con­
.ider .mending the provision of the civil ser·
vice retirement law rel.ting to the paymenl of
annuities and salaries 10 reemploy.d r.tired
employees '~S U.s.C. 8344), to provide thai
amciiiliis equivalenl 10 the annuities allocable
to the perij)d or actu.1 employmenl. which
are deducted from reemploy.d retir.d em'
ployees' salaries, be transferred by the .m·
ployinS Federal ..,cie. to lhe United SI.le.
Civil Service Commi..ion for deposit in Ihe
Tre.sury of the Uniled Stat•• to Ihe cr.dit of
the Civil Service Relirement .nd Disability
Fund. (B-1 301 50. M.y 28. 1%8)

GOVERNMENT-FURNISHED HOUSING,
LODGING, AND MEALS

H'. ADMINISTRATION OF EM·
PLOY EE HOUSING CO,"STRUCTION
PROGt)AM··ln April 1968 we submitted. re­
pori to the Congress on our review of lhe
Bureau of Indian Aff.irs program for the con­
.truction of housing for ils school employ.es,
Our review indicaled a need for the Dep...•
menl of the Interior .nd the Bure.u to im­
prove Ih.ir administ,..lion of Ihi. program so
Ih.t only n.cessary housing would he con­
struct.d.

Bure.u of lhe Budgel Circu"r No. A-18.
Revised, daled October 18. 1957, states thai
il i. the policy of lhe Governmenl 10 provide
housing for civilian employees when circu~

.t.nces require Ihat they live at a station to
furnish necessary services and protection or
when the station is remote and private hous­
ing i. nol avail.bl.,

In our review of the need for 274 CIll'
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ployee housing unils construcled .t seven
school f...ilitie. Iocat.d neat established com­
munilieo. ,..' found thai the BURlau had not
~dequal.ly considered the ava~obllilY of pri­
v.le hou.i.... It was our opinion Ihol 220 of
Ihe unit. costh!,? aboul 53.2 million were nol
adequ.tely justified and did not appear 10
have been needed 10 meel the Bureau's hous­
ina requiremenl. for school employees.

In our review of lhe utili..tion of 478
employee housinS units con.lrucl.d al five
school fa.ililies located in isol.ted areas, we
found Ih.t 130 of Ihe units co.ling aboul
5\.8 million were e.ce" to the Bure.u·s hous·
ing require,nenl. for school employees,

We concluded Ihal conslruction of hous·
ing unils had been e.cessive primarily because
the Bureau had not adminislered ils employee
housin! construction prosram in .ccordance
wilh the policies .nd st.ndards ••I.bli.hed by
Ihe Bureau of the Budgel for construction of
Governmenl-owned housing. Furthermore,
the Bureau had not reviewed the adeq...cy of
Ih. standard .stablish.d' in 1957 for determin­
ina Ihe number of quarter.' to be construcled
al schools localed in ilio\ated ..... where pri­
v.le housing was not ...~.ble. This standard
provided for detern.ining hooo... needs on
lhe basis of a ,..Iio of Ih. number of employ­
e.' 10 Ihe number of sludents which was ap·
plied to .11 schools. Our revi.w indicaled thai
the uniform .pplicalion of Ihi. st.ndard was
not appropriate because of the ..ariance in
.mploye. requiremenl. of schools wilh differ­
ine .Iud.nl capacities,

Th.refore. we proposed Ih.1 Ihe Secre­
lary of the Interior direct the Bureau 10 (a)
revise its ••I.blished guidelines for d.ter­
mining Ihe number of employ•• housing units
to be eonslrucl.d al isolaled locations where
priv.te housing is nol av.ilable. (b) period·
ically .valu.l. such guidelines 10 delermine
their continued .ppropriat.ness, and (c) lake
vigorous .clion 10 identify and effect utiliza­
lion of v.canl quarlers Ihal are nol essenlial
to the Bureau's cmployte housing require­
ments.

1be Department, in com"~nting on our



findings. advised us that the problem brought
into foclis hy our report underscored a funda·
mental need for morc precise planning in
determining the Bureau's employee housing
requirements and that action had been taken
toward this end. The Bureau issued a new
polky statement. in the form of a revision to
its Indian Affairs Manual, on the construction
of employee hOllsing. The new policy pro­
vided. among other things, that: (a) the pol­
ides and standards set forth in Bureau of the
Budget Circular No. A-18, Revised, will be
followed. (b) independent studies will be
made of each request for all types of
employee housing in order to determine the
number that can be fully justified, and (c) a
periodic review of the new paHey will bf"
made by the Bureau's Central Office to ascer­
tain its effectiveness and. where necessary, to
modify the policy.

The Bureau also directed each of its area
offices to immediately review its current em~
ployce housing situation and to furnish their
recommendations or suggestions on how
chronkally vacant quarters could be more
fully utilized.

We believe that the adions taken should
improve the administration of the Bureau's
employee housing program and should result
in substantially decreasing construction costs
of the program. We believe also that it is in­
cumbent upon the Commissioner of Indian
Affairs to exercise surveilhmce over the Bu­
re~IlI's employee housing construction pro­
gram to ensure proper implementation of its
new housing policy. (B-1 14868, April 9,
1968)

,Vote: For (HI adt/itia""f item relate(l to
, .G a l'l' rn m e II (-1-'14 ru ish ed HOHSiug.
Lodtinx, dl/(I Ale,,/.\-," see section Qt.

, 'Ecollomic (Jpport/iHify Progrcl»ls ,"
item No. 25.
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PA Y,ALLOWANCl."S, AND
BENEFITS-GENERAL

149, NIGHT DIFFERENTIAL PRE·
MIUM PAV--Subsequent to our issuance of a
report to the Congress in febtual')' 1964, the
Post Office Department amend~d its relllla­
tions to provide that city !Ielivel')' carrierS be
sch,duled to report for duiy prior to 1\ a,m.
onl)' when absolutely necessal')' and achieved
annt,al savings of about $\08,000 in night dif­
feren:ial costs by adjusting the starting times
for many such carriers.

We reported to the Postmaster General
in May 1968 that, on the basis of out follow­
up review at nine post offices in the Chicago
Postal Region and our limited work at 14
large post offices in other postal regions, it
appeared to us that the actions taken by the
Department subsequent to the issuance of our
prior report had not been fully effective. We
pointed out that, at the nine post offices cov­
ered by our review in the Chicago Postal Re­
gion, 1,162 (about 26 percent) of the 4,436
city delivel')' carriers serving residential routes
had been scheduled 10 commence work prior
to 6 a.m, We estimated that polential savings
in night differential costs of about $39,000
annually could be achieved if these carriers
started their workday al 6 a.m. or later.

After we brought Ihis matler to their at­
tention, officials of the Chicago Postal Region
took action to reduce the nighl differential
costs being incurred in that region. However,
at five of the 14 posl offices where we had
performed only limited work, some cily de­
livery carriers still were scheduled 10 report
for duty prior to 6 a.m.

We recommended that Ihe Postmaster
General amend existing regulations to provide
more specific criteria for determining under
what circumstances it is absolutely essential
for city delivery carriers serving residential
routes to report for duty prior to 6 a.m, We
recommended also that postmasters be re­
quired to juslify, in writing, 10 the regional



omCtOi the inst_ncesin which they dete1'mine
that it is a~lut¢ly necessary for such carriers
to report for doty priOr to 6 a.m.

The responsible Deputy Assistant Post­
master Genera" informed us that, in most in­
stances, it was ulioecessary for city deliYery
carriers serviol residential areas to report for
duty prior to 6 a.m. He stated that his staff
would IQok ioto the apparent need for im­
proved manalement controls and that our rec­
ommendations would be considered.
(0"114814, May 2, 1968)

1'0. CONTR.OL OVER PER DIEM··ln
our report to the Administrator, Environ­
mental Science Services Administration
(ESSA), Department of COmmerce, we con­
cluded that Ovelpayments of per diem total­
inl abOut 510,600 had been made because (a)
certain emplOyees did not indicate that they
had occupied Government quarters and were,
therefore, only entitled to a reduced rate of
per diem anll (b) the rate of per diem paid by
Coast anll Geodetic Survey (C&GS) for tem­
POrary duty at one locale was hiBher than the
approved rate.

By leiter dated September 21,1967, the
Administrator informed us that an ESSA
travel handbook had been issued to all organi·
zational components and also that ESSA had
allopted a policy to spot check per diem rates
and subsistence arranlements during trips to
field locations. We were advised that, as of
April 30, 1968, about 58,250 had been re­
funded by the employees. (Report to Admin­
istrator, Environmental Science Services Ad­
ministration, Department of Commerce,
August 31,1967)

161. VERIFICATION OF MILEAGE
COMPUTATIONS··ln our report to the Chief,
Bureau of Census Operations omce, Jeffer­
sonville, Indiana, we pointed out that the
computations of daily mileage reported by
enumerators of the Bureau of the Census, De­
partment of Commerce, were not being
verified for accuracy, which resulted in a large
number of erroneous mileage claim payments.
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On a statistical sa'l'lpun. basis, we found that
37 percent of ·the yQucbers Paid cootained
erroneous mileliJe~I~Ii~s.~,"-~~se oftheerro·
neous payments fOI!~~in our sample anll in
view of the conteJllpl.ted use of enumerators
in the 1969 Census of Agriculture, we sug­
..sted that instructions be issued to require
that computations of daily milea.. be verified
for arithmetical accuracy.

In commenting on our report, the Bu­
reau informed us that steps had been taken to
see that effective and practicable controls
would be exercised over such payments to
temporary employees in future censuses. (Re­
port to Chief, Bureau of Census Operations
Office, Jeffersonville, Indiana, July 5, 1967)

162. PAYMENTS OF MILITARY PAY
AND ALLOWANCES·.Qur reporl on an ear­
lier review, issued to the COOIt... in April
1963, presented our findinp of significant
overpayments and underpayments of military
pay and allowances a.nd our recommendations
for improvinl the administration of military
pay and allowances. Our report on a follow­
-up review, issued to the Consress in April
1968, presented our findings that serious defi­
ciencies in administration still existed. The
main cause continued to be the use of inexpe­
rienced and untrained clerks and supervisorS
in the local disbursinl and personnel offices.

The Department of Defense an.d,the mili­
tary services had taken a number of «ctions
which had improved the mministratioo of
military pay and allowances in some areas.
Also, the Department of Defense is imple­
menting its Joint Uniform MilitaryPa')' Sys­
tem, a system for maintaining ill"i1itary pay
and leave accounts by electronic da~a process­
ing equipment and techniques at one central
site for each military service. HoweYer, most
of the input data for this system will qfigi~ate

at the Ie·-., office level where we foulid'lnlix­
perienced and untrained clerks a~'supervi.
sors. Further efforts to correctexisl,ing weak·
nesses in training and staffing at lofial levels
should therefore be made to ensure ifusi!' Iilg,sl
accurate input data possible and effeUrlv.



operation of the new system.

Errors in basic allowances for subsistence
for enlisted men accounted for about 30 per­
l.ent. or the largest category. of errors we
found. We believe there is a need for a change
in legislation to place basic allowances for
subsistence for enlisted mell on a monthly­
rate basis rather than the present daily-rate
basis. In our opinion. this would reduce the
administrative burden and the administrative
costs of handling the large volume of transac­
tions and could substantially reduce the num­
her of errors in making payments. The De·
partment of Defense stated that it was consid­
ering a proposal for a legislative change.
IB-125OJ7.ApriI2.1968)

153. COMPENSATORY TIME OFF IN
LIEU OF OVERTIME COMPENSATlON··ln
a report issued to the Congress in August
1966. we pointed out that the legal authority
.was not clear as to salaried employees of the
Government Printing Office receiving com­
pensatory time credits in lieu of compensa­
tion for overtime worked. At the end of fiscal
year 1965. the compensatory time credit was
aboul $83.000.

We suggested that the Public Printer
initiate action with a view to obtaining spe­
dfic legislative authority for granting compen­
satory time off in lieu of overtimc compensa­
tion.

In a report to the Congress datcd Decem­
ber 1967. we stated that the Public Printer
had informed us that appropriate amend­
ments to the existing law had been prepared
by the Government Printing Office and pro­
posed to the Joint Committee on Printing.
(B-114R29. August 29. 1%6, and December
5. 1967)

154. REPORTING OF PAYMENTS TO
CONSULTANTS·-In April 1968 we reported
to the United States Civil Service Commission
that the Commission's Denver Regional Office
had not furnished the Internal Revenue Ser­
vice (IRS) with pertinent information when
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payments to consultants exceeded 5600 in a
calendar year, althouah required to do SO by
IRS regulations. Since paYlllents m1de to indi­
viduals by several regional offices coUld asare­
gate 5600 or more, even thouah no single re­
gional office payment reached that amount,
we sugested that a centralized control be es­
tabUshed over such payments.

The Executive Director of the Commis­
sion agreed that there was a netld (or central·
ized reporting and stated that, instructions
would be issued providinll for, aPPropriate re­
ports to be furnished annually to the IRS.
(Report to Director, Denver Regional Office,
U.S. Civil Service Commission, April 10,
1968)

166. PAYROLL ADMINISTRATION··
In a report to the Assistant Secretary for Ad·
ministration in April 1968 we concluded, on
the basi. of our review. that further effective
action was required by the Department of la·
bor to correct payroll deficiencies previously
reported to the Congress in February 1965. In
the prior report we st~ted that inadequate
administration of centridized payroll func­
tions had resulted in a substantial number of
salary overpayments and overstatements of
leave balances.

Our review of the internal audit staffs
examin.lion of payroll operations for cal­
endar years 1965 and 1966, and our review of
certain p.yroll transactions for calendar year
1967 showed that deficiencies .imilar to those
previou.ly reported by u. were still occurring,
all hough th" Department had previously
agreed to adopt our proposals for corrective
action. for example. the internal auditors' re­
view of the 1965 payroll operations showed
Ihat about 15 percent of the employees tested
had received erroneous payments. In 1966
error rates of 13 and 16 percent were re­
ported as a .....ult of two separate internal
reviews of payroll changes processed during
two different pay periods. Also, the internal
auditors found, among other things. that indi­
vidual retirement records had not been recon-



cilc:!!' willi tile total amount paid into tlle'Civit
Service Reliremerii fund alld IIa!! ~l~en
Iransmillcd to tile Civil s"rvice Cominission
in a timely manner; III.t 27 percent of tile
leave records audited. !lad errors; and tllatlax
rePotts were beiQg submilled late to' the Inter­
nal Revenue Service and to State tax authori­
ties.

Our review of 1967 transactiom sho...·,,'
that the Department was still late in reconcil­
ing tile r~li!e,!\entrecords and reporling to
tile Civil' service Commission and ill' reporling
to tile Inlernal Revenue service on laxes with­
helil; Ihat individual bond balances had not
been rcconciled to the' general ledger control
account; and that incortect postings for per­
sonnel compensation had been made to the
appropriation accounl~.

The Director, Office of Financial Man­
agement and Audit informed us in January
1968 that cerlain problems, such as turnover
in payroll personnel and conversion of the
payroll system to automatic data processing,
had delayed the imi'lemenlation of an effec­
live payroll system. Also, the Director stated
thaI "..rlain actions, including lbe hiring of an
experienced payroll supervisor and holding
weekly training classes for payroll personnel,
had been taken 10 remedy the situation; Ihat
the posting errors noted w.cldd be corrected;
Ihat a lask force was currenlly working on
reconciling the retirement ·records; and that
installalion of a new payroll system had been
planned for completion by about May 1969.

We staled Ihat we intended 10 follow Ihe
progress of the implementation of the new
payroll syslem and would delermine whether
the payroll system would conform with the
Statement of Accounting Policies, Principles.
and Slandards of Ihe Departmenl of Labor as
approved by Ihe Complroller General on
March I, 1968, and would meel the prin­
ciples, standards, and related requirements of
the Comptroller General precedent to ap­
proval of Ihe payroll syslem by the Comp­
troller General. (Report to Assistant Secretary
for Administration, Departmenl of Labor,
April 19, 1968)
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151. AllOWANCES ON TRANSFERS
OF CIVILIAN PERSONNEL··Public Law
89-516, enacted July 21, 1966, provided for
reimbu...ment of celtain moving expenses of
federal employees upon pernlanent change of
official duty station; Allowances under the
~ct are governed by thl' conditions prescribed
in Bureau of tile Budget (BOB) Circular No.
A-56, Revised, dated October 12, 1966.

At the request of Congressman Frank T,
Bow, we reviewed the administralion by the
Immigration and Naturalization Service, De­
partment of Justice; the Federal Aviation Ad­
ministration, Department of Transportation;
National Aeronautics and Space Administr....
tion; and Veterans Adriiinistration of (a) reim­
hursemenls of <xpenses incurred by em­
ployees in the sale and purchase of real eslate
and the selliement of unexpired leases and (b)
allowances for miscellaneous expenses asso­
cialed with change of residence.

Expenses incurred in the sale and pur­
chase of real eslale were found to be the most
imporlant from a cosl slandpoint and Ihe
most troublesome administratively. We ex·
amined rep.) estate claims totaling about
S4 I6,000. Aboul 8 percent of IIle dollar
amounts of these claims were either (a) in­
eligible for reimbursemenl under the ""Iuire­
ments of BOB Circular No. A-56 or (b) of
queslionable eligibility because of inade,!uate
documentation, We concluded thai cfforl
should be made to strengthen and simplify
the administrdtivc machinery for processing
real estate claims and that there was a need
for voucher examiners, certifying ofticcrs, and
olher responsible "gency personnel to more
Ihoroughly examine such claims and obtain
adequale documenlalion in support Ihereof.

In our report to Ihe Congress in April
1968, we recommended thaI BOB, as the cen­
tral agency in the executive branch for dircc·
lion in carrying oul Ihe provisions of Public
Law 89-516 and BOB Circular No. A-56 (0)
take appropriate aclion to improve the admin­
istration of II", lawaII'd regulalions and (b)
study means by which the processing of
claims in respect tv real estate claims may be
simplified,



BOB indicated favorable 'caction to our
recommendations and informed us that ou,
report would he of assistance in a review of
Circular No. A-S6. scimluJed for the fall of
J968 in cooperation with the United States
Civil Servicc Commission. (8-160026_ April
30. 19(8)

157. MOVEMENT OF PERSONNEL
WHO COMPLETE UNIVERSITY
TRAINING--In a report to the Congress in
May 1968. we 5.tall"d that there was a need for
closer ..:oordination between the Foreign Ser­
vice Institut~ (FSI l. geographic bur~aus, as­
signment paneL~, and other offices of the De­
partment of State l..'ont.'C'rned with onward as­
signments of Foreign Service officers who
complete lInivt~rsity training.

We reviewed the doe.'uments pertinenl to
the training of the 40 individuaLli who re­
ceived university troJining in economics and
area studies and found that U of them had
r~mained at their partkular universities from
J4 to 3~ working days beyond the dates of
their final examinations, exclusive of autho·
rized le:Jve. Two additional individuals were
granted leave without pay rollowjn~ comple­
tion of their university assignments for pur·
poses of t.:ontinuing their studies, but there
were extended periods of time.' between com­
pletion of tinal ex,llninatiOlls and entry into
leave without pay status.

For the period of an officer's university
assignment, he is under the administrative
control or FSI: how.v.r_ FSI has no adminis·
trative responsibility with regard to the of·
fi~ers onward assignment upon completion of
his university assignment. This is determined
by the assignment pan"ls, which pass informa­
tion to the bureau in which the ofrtcer is to
be assigned. Although dates of I1nal examina­
tions, {U'uduation ceremonies. etc., at all the
various universities were available through
FSl, we found no evidence that this informa­
tion was made available by FSI or even solic­
ited from FSI by any of the orrices or bu­
reaus. As a r.sult of this and lack of guidelines
in determining the amount of time necessary
to clear up any matters connected with finish-
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ing a school assignment, the officm, in many
cases. were not reporting promptly to Their
new assignment,

We therefore recommended that such
guidelines be eslablished and that .prOl:edures
be established providing c!Oler coordination
among the Department's pertinent offICes and
sections so that officers milht be movedfroin
university campuses to their next duty assian­
ments with a mi'nirilllm of delay.

The Department "Ifeed with our recom­
mendation and advised us that it was Illkinl
steps "to reduce the time spent by universilY
trainees between the conclusion of their train­
ing and their departure on their upcominlljob
assignment.•••. In each case the Department
will ascertain the earliest date by wh.~h a
trainee will have completed all academic re­
quirements." (8-133310. May 7,1968)

TRA VEL ADVANCES AND
ALLOWANCES

158. USE OF GOVERNMENT-oWNED
RATHER THAN PRIVATELY' OWNED
VEHIClES-·ln a January 1'968 report to the
Congress. ....e estimated that the Post Office
Department could achieve a <'OSt reduction of
at least $4.2 million a year, without adversely
affecting postal service. if certain rural mail
carriers were furnished Government-owned
vehicles rather than paid an equipment main­
tenance allowan."" for usinll their own ve­
hicles. Our estimate of savings was based on
our review of about 5,100 rural mail lOutes
operating within or near ISO metropolitan
areas. We expressed the belief that these sav­
ings were only a part of the savinllS that could
ultimately be achieved if the chang«IYer were
made throughout the country.

Because Rlral mail carriers are required
by law to furnish their own vehicles, we rec­
ommended that the Congress consider en­
acting legislation to authorize the Postmaster
General to furnish Government owned or
leased vehicles to rural carriers rather than
pay them the equipment maintenance allow-



allc:e ~ he deler!J1i·.eo lIIat IlICb action;
w~ be _ ecoIIi.mIW and ill the belt
ijitemt Qf the GoYelnment.

11Je Depirtmcnt UICI the GelIerIII s.r­
~ AcImillillntion haw ...-s willi our
viewuljat tI!OPostlllMlU~Mni IIIouId haw
tJie .rthorily t!J fliti1ilb ~JitoOWMd
vehil:1es to nmII carriers. (.161392. JIlIIUU)'
4, i!i6a)

1~~ lIiI,OY,lfIIG EXPllI!a'*rln a report
10 llie~t~Wy fotA~tion
in April 1968, we <:OftC1iIded lliat e.ff!dRe ac­
tion _ requinld by the Depanm,ei!t oi ~­
bor to _I its lIIdminiatrailve l;Onl"!! over
reimbunements· tor JilQvlllI e"pell~ incurred
by employee. in COIIlIeCticlll with petlllllMDt
chanjes of offiQal stalion.

Durina our review we e"amined aD
vouchers (161), involvilll SI 55,801, paid for
muvlns e"penses duri.. flscaI year 1967,and
we queStioned 30 of lhese vouchers, totalina
aboul S3,000.

On the basis of OUr review, we believe
Ihen: is a need for a more adequate under­
mndinl of lhe law and n:auJations by re­
sponsible administratm, supervisory, and
voucher audil personnel. We sU8801!led thai
Ihe Deparlment (a) slrenathen its administra­
tive control over reimbursemellis for IDOViD&
expe...... illcurred by employees upon per­
manent chaJlges of ofrlCial station, (b) estab­
lish a systemalic IrainiJII proaram for per­
sonnel responsible for lhe review and pay­
menl of such expenses, and (c) request that
inlernal audilors make a follow-up review of
movinl expenses 10 ascertain whether ade­
quale control over lhese expenses has been
allained. (Report 10 Assistant Secretary for
Administration, Department of Labor, April
24, 1968)

180. EMPLOYEE OESIGNAflON Of
R ESIOENCE fOR HOME LEAVE 'UR·
POSES-In October 1967. we repotled to lhe
Depanment or Slate a number of instances ill
which employees stationed overseas had made
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" ....Ii< .... CN'.S in desipated home
.... points. " ~ed lhat, in some in­
stances, hoDle ~ve points were chanFd 10
etllble travel for personal c!Jnvenience al Gov­
_nt expeI!Ie. Our examination sho_d
1Iiat, in'iJle q"..tiona.. caRS, the employees'
stopovers at the desiFated home leave points
-. of.sucb brief duratiQn in relalion 10 lotal
..... to cut doubt 011 the juslirtcation for
the additional ira..I'costs to the Government.
In each questionable instance, lhe travel costs
of the employee and his family e"ceeded lhal
wbicb would baYe beeIl payable on the basis
of his~t bona fide residence for home
leave purpo es

We rocommended 10 Ihe Departmenl
that justifICations for chanaes in residences
for home leave purposes be reviewed and Ihal
app""al of such chillies be documented. We
aIIo recommended indop'ondent revicw of
such chanaes and of travel vouchers covering
home leave tranl. We were advised in Novem­
ber 1967 lhal lbe recommended aclion was
beinl implemented. (8-162042, October 30,
1967)

1.1. DEIiONATlON Of OffiCIAL
DUTY ITATION fOR 'ER DIEM PUR·
POIEI··Durin. a review of travel reimburse­
ment vouchers atlhe Departmenl of Siale, we
noted a number of instances where local em­
ployeea were ofrlCially ItaIlSferred ff'om'
Karachi, Pakistan, to Rawalpindi, Pakislan,
traveled to Rawalpindi over a weekend, and
then were immediately detailed back 10
Karachi, in a temporary dUly slalus, for a pe.
riod of about 30 days. During Ihis lime they
re<:l!iv.ed' 'II¢r diem paymenl&amOUnling 10
over $'5,000.

We were advised thai the aclion was
taken on the premise lhat an employee could
have only one offICial slalion and Ihal, be·
cause the headquarters of Ihe Embassy had
been chan.... from Karachi 10 Rawalpindi,
the offICial stalion had become Rawalpindi,
and lhe thosfers should Ihus have been
authorized. The employees were needed in
Karachi for the approximate 3ll-day period 10



assist in phasing out the Embassy operations
there.

However. a Comptroller General's deci­
sion (25 Compo Gen. 136) provides that an em­
ployee may have one headquarters for admin.
istrative and functional purposes and another
for per diem purposes. Thus, although the ad­
ministrative duty station may have become
Rawalpindi, the per diem payments need not
have been made had th, provisions of the'
decision been followed.

In October 1967. we issued an informal
inquiry questioning the propriety of these per
diem payments. (n their response to our in­
quiry, the Department contended that the
Embassy had acted in good faith in interpret­
ing that portion of their travel and transfer
regulations regarding the designation of the
employees' official duty station and believed
that, in the overall analysis. the best interr.sts
of the Government had bern served. Because
the explanation furnished tended to show
that an administrative error in judgement may
have been committed and in view of all the
circumstances. we took no further action en
these specific transactions. We did. however,
recommend to the Department that appro­
priate administrative action be taken to avoid
a repetition of similar per diem payments in
the future.

The Department informed us in March
1968, that all diplomatic and consular posts
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and the Executive Directors of th, ~onal
Bureaus had b'en informed of out mi. 'lid
inquiry and had been furtherl1l~e~~!eOf
the necessity to prevent recurreil~. ofsIIF.h'!1
situation. Reference was also made in the.De­
partment's communications to '''Pr<lpriat,
Comptroller General decisions rci-ardi".
travel, transfers, and desianatiOl!s of el1ll1lor­
ees' <lutv stations. (Report to ~puty Under
SecretarY fOf Administration, February 26,
1968)

UNIFORM ALLOWANCES

1112. CHANGE IN EMPLOYEE UN.I.
FORM REOUIREMENTS··ln our I;l'.~!:!!*ty

1967 report to the Bureau of ClJst~ro!l, Trea­
sury Department, we expressed the opinion
that the Bureau could improve the administra­
tion of its uniform allowance proaram and ef­
fect savings to the Govemmentif the uniform
requirements for certain employees were
more in consonance with the nature of the
official dulies performed by these employees,

The Bureau issued a directive in April
1968 prescribing the adoption of a less costly
roughoduty-type uniform to be used in lieu of
a fullodress uniform by certain Customs em­
ployees. For those employees involved, the
uniform allowance will be reduced. This ac­
lion will affect 313 employees with resUlting
savings of about $12,500 a year. (Report ,0
Commissioner of Customs, February 28,
1967)

,,



PROCUREMENT

CONTRACT ADMINISTRATION

1'~. COIilTJiOLI TO EIiIIUItECOMPLI­
AN.l=E "IT" CONTRACT REQUIRE­
MIiNT!'··We reviewed the administration of a
COJDPetitive-bid fixed·pri" contract entered
into by ihe Veterans Administration (VA) for .
the 710'bed general hosPital constructed in
the District of' Colilmbia dilrinll the period
July 1961 to January 1965 at a final cost of
over S18.3 million.

Out principal findiDJlS pointed to a need
for VA to illlprove its procedures for (a) on­
site .. su~~ision of construction work, (b)
apPJ'llval'~tlllaterialsand specifications, (c)
elJfOfcelllent .of contracl ..~uirements, and
(a) development Qf specifications for hospital
roadways.

Our findlnllS indicated that the VA did
nol have adequate assurance that certam·
materials and workmanship in Ihe hospital
were of the quality ~uired by the contract.
We expressed the belief that the risk of slruc­
lural deterioration had been increased and
thai future maintenance and repair cosls
might be hillher than normally expecled.
Moreover, poor design and workmanship were
apparently responsible for VA's incurrinll
additional costs of aboul S41,6oo 10 recon­
slrucl a large portion of the hospital roadways
which deteriorated shortly after the hospilal
was completed.

In some instances, VA received credit or
extended lluaranlees from Ihe construction
contractor for devialions from contract draw­
ings and specifications. However, we ex­
pressed the belief thai such adjuslments are
llenerally undesirable substitutes for quality
materials and workmanship which may be
obtained by slrict enforcement of Ihe con­
tract provisions. Moreover, any adverse effects
resulting from inferior malerials and work­
manship may not appear until many years
after construclion has been completed. Such
construction deficiencies, therefore, may not
be readily <'Orreclable at a laler date, may re­
sult in increased maintenance and repair costs,
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and may disrupl normal hospital activities.

The VA advised us that, in accordance
with our proposals, certain actions had been,
at would be, taken to strenllthen ils proce­
dures regarding onsite supervision of conslruc­
t,cn work and the development of specifica­
tions for hospital roadways. The VA did nol
indicate, however, that it planned to lake cor­
rective action regarding (a) approval of male­
rials and specificalions and (b) enforcemenl
ofcontracl ~uirements.

Accordinllly, in a reporl to Ihe Congress
in March 1968, we recommended thai Ihe
n_ssary aclion be laken to ensure Ihal ma­
jor building malerials and specificalions are
invesligated, tested, and evaluated for theit
dUI1!~ility and ac~eptability before they are
approveiHofusein'hospitals and thai a direc­
live be issued to construction officials empha­
sizing the necessity for timely interpretation
and enforcemenl of contract requirements.

Subsequently, in May 1968, the VA in­
formed us that action was being laken 10
comply with our recommendations.
(B-153672,March 21,1968)

164. CONTROLS TO ENSURE COMPLI­
ANCE WITH CONTRACT REQUIRE­
MENTS--The Velerans Administration's
stated policy provides that construction male­
rials and workmanship shall conform fully
with the approved contract drawings and
specifications unless documenled approval is
given Ihe contraclor 10 deviale Iherefrom.
Our review of VA's practices in requiring
compliance with conlract specificalions
showed Ihal, in several regards, Ihis policy
had nol been enforced by Ihe VA relalive 10
Ihe conslruction of new hospilal buildings in
Memphis, Tennessee, and Long Beach, Cali­
fornia.

Although our review did nol reveal any
adverse effecls as a result of Ihe deviations
from specifications, we expres.""d Ihe belief
Ihat, if such effecls do occur, Ihey may nol



appear until many years after completion of
the construction work.

The specific deviations from contrdct
specifications Ihat we found may be generally
categorized as (a) the placement of concrete
that did not meet specifications and (b) the
incorporation of materials and workmanship
into the hospital buildings, without the reo
quired laboratory tests or other required certi­
fications.

The VA advised us that it was in general
agreement with our findings and stated the
belief that our proposals would materiallyas·
sist the VA in improving the construction pro­
gram. VA advised also that certain actions
would be taken to achieve full compliance
with contract specifications and that VA
would continue its practices of reviewing the
construction standards and master specifica·
lions which arc lIsed as guides in the prepara·
tion of contract specifications.

In view of the apparent difficulties en·
countered by VA in enforcing certain con­
tract specifications. as shown by our review,
we expressed concern with the effectiveness
of the rt.'view of these documents. In a report
to Congress ill May 1968, we recommended
tl1<lt the VA (a) review. as soon aspraclicable,
tht' construction standards and master specifi·
cations and eliminate or revise. where appro­
priate. those requirements that may be unnec­
essary or overly restrictive and (b) strengthen
the pro~edllre for updating the construction
standards and master specifications to ensure
IIll! t revisions are made on the basis of con­
strll1.:tion experience gained during construc·
tion of hospital buildings. (8-133044, May
22. 19(8)

165. ADMINISTRATION OF NEGOTl,
ATED PROCUREMENTS··Our review of
selected management controls related to new
vessd construction at the Coast Guard Yard
showed that the Coast Guard had not co~
plied with certain provisions of law in negoti­
ating seven contracts or contract modifica·
tions costillg abollt $1.2 million. We found
thai the award of three contracts on a negoti-
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ated, sole-tource basis had not been justified
and that cost data had not been obtained and
required contract clauses had not been in­
cluded in three other contracts. For one con­
tract, we found that all of these deficiencies
had eXisted.

The Acting Commandant of the Coast
Guard stated that our ",port accw:ate!y re­
nected shortcominp in nellotiated procure­
ments and that thelle shortcominp were bemll
remedied throup internal Yard manaaement
action with assistance from contractilJa offi­
cials from headquarters. (B·157965, Decem­
ber 5,1967)

'", CONTRACTS FOil FUIINI,SHING
SEIIVICES TO 'ERSONNEL..Undet the con­
tract terms, the contractor was required to
furnish certain services, at cost, to personnel
employed at the Kwajalein missile test site by
contractors, subcontractors, and the Govern­
ment. The Government reimbursed the con­
tractor for costs irn:uned and IVas credited
with revenues received. However, the pri""s
charged by the conttactor for the services
were too low to recover the costs inculTed
and. as a result, the Government absorbed a
loss of about S1,6 million in the oplir.tions
for the 2-year period ended in February 1966,

Our findings were presented to the Con­
gress in a report issued in July 1967, The
Departllllmt of Defense concurred in the find­
inp and took steps to ensure that prices were
revised to recover costs and that certain pro­
cedures of the contractor were improved.
(B-1 52598, July 18,1967)

"7. CONTIIACTS FOil RESEARCH
SERVICEI..We found that seven of the II
study reports IUbmilled by the Hudson Insti·
tute under three research study contract.
were considered by the Office of Civ'l De·
fense, Department of the Army, to be less
useful than had been expected or to require
major revision, Our report on these findings
was issued to the Conpess in March 1968.

We recoJDized that contractin, for
studies of this type was relatively new and



involved uncommon que>tions. However, it
was our belief lhal' the·Office of"CivU Defense
cOlild improve its admiriJilralion of Sllch con­
tracts and Ihereby obtain study reports Ihat
would furnish Ihe information sou....t.

lbe improvemenls which we considered
10 be needed involved more specifIC state­
meills of 111<: scope of wort< 10 be performed;
more effective monilorillll of sludies; inare
frequent, limely, and complele pro...ess re­
pOrts from the conlraclor; and written rec­
ords .0f"Jfet'ments wilh conlraclor personnel.
The OffICe of Civil Defense has laken steps 10
improve its procedures in lhese .reas.
(8-133209, March 25, 1968)

1~~. AD~INISTRATIONOF COST OR
,'!t,CING DATA HE'aUIREMENTS··'n July
1967, we reported 10 Ihe CommiSsioner. Pul>­
lie BuUdinp'Service, General Services Admin­
~~tiOn (GSA), Ih.t we had found inslances
w~ere cosl or pticing dal. were nol being 01>­
tamed from construcl.on conlraclors for indi­
vidual conl'dcl modifications exceeding
SIOO,OOO .lthough such data was required
by lhe Federal Procurement Regulalions.

We .Iso advised Ihe Commissioner Ihal
c.:on,racts included in our review had not in­
cl~ded Ihe prescribed c1.use permitting price
adJustmenls where defeclive pricing dala were
submitted by Ihe conlrdclor. In response. Ihe
Commissioner .....red us Ihal GSA's inlernal
procuremenl procedure, would be revised 10
e.nsure Ihal the appropriale Irulh~n-negolia­

lIOn clauses would be included in conslruc­
lion conlracls. (Report 10 Commissioner
Public Buildings Service, Gener.1 Services Ad:
minislralion, July 3. 1967)

16'. GOVERNMENT.QWNED PROp·
ERTY IN CONTRACTORS' PlANTS..We
found a need for Ihe Deparlment of Defense
to improve its system of controls over GOY~

ernmenl~wned facililie~. special tooling. and
material in the possession of contractors. Gen­
erally t our review disclosed weaknc~s with
regard 10 effective use of induslrial plant
equipment, rental arrangements. and account-
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ing for and ,'Onlrol of special looling.nd ma­
rerial. Certain aspecls of Ihe work of Govern­
menl properly .dminislralors and inlernal
auditors were also in need of improvement.
Our report on Ihese findings was issued 10 Ihe
COngress in Novemher 1967.

We made a numher of proposals to im­
prove the adminislralion over Government­
owned property. Actions laken or planned in
response 10 mosl of our proposals. if properly
.mplemenled. should resull in significanl im­
provemenls in Ihe conlrol and ulilization of
sueh property.

The Departmenl of Defense did nol flilly
agree 10. or did not indicate any specific cor­
rectivt: action on, our proposals to (3) require
contractors to furnish machine·by-machinc
ulilization data and to oblain prior ornc. of
Emefllency Planning approval on an ilem-by­
item basis for the commercial use of industrial
planl equipmenl and (b) slrenglhen Ihe can·
Irols over special looling and special lest
equipmenl by use of linanci.1 accounting con­
Irols. We recommended 10 Ihe Secrelary of
Defense Ihal be reconsider Ihe Dep.rlmenl's
position on Ihese mailers. We also recom·
mended to Ihe Director, OffICe of Emergency
Planning. Ihal prior approvals for planned
commercial use of induslrial pl.nt equipmenl
be adminislered on a machine-by-mac"ine
basis.

Subsequenl 10 lhe issuance of our re­
port, Ihe Dep.rlmenl of Defense advised us
Ihal it had ,reconsidered ils posilion. The De­
parlmenl staled Ihat a 3·month lesl. slarling
on July I. 1968. would be made al ~O can­
traclor localions 10 delermine Ihe feasibilily
and cost of mainlaining machine·by-machine
utilizalion records and Ihal the Armed Ser­
vices Procuremenl Regulalion Commillee
would review Ihe mailer of financial account·
ing ,'OntroIs over special looling and special
lesl equipmenl. The Deparlmenl also slaled
Ihal the Office of Emergency PI.nning was
revising Ihe applicable Defe.~... Mobili7.alion
Order in order to tighltn conrrols over ~omw
merciaJ use of Govcmment-owncd equipment
and to ensure equitable r~ntals for such use.
(8·140389. November !4. 1967l



CONTRACTING POLICIES
AND PRACTICES

170. PREAWARD EVALUATION OF
COST AND PRICING DATA··On the basis of
our review of the preaward evaluation by the
Federal Aviation Administration (FAA) of a
contractor's price proposal for certain eJec.
(ronk storage tubes. we concluded that. be.
cause FAA had nol adequalely analyzed Ihe
contractor's proposal. it was not aware that
Ihe proposed price had been established on
the basis of malerials'yield and final-lest-yield
rates which were low in relation to more re·
cent production experience. We estimated
that. as a rl'sult of the inadequate cost-price
analysis. the Government had incurred addi.
tiona I costs uf about S I07,000 on a contract
priced at about $840.000.

FAA dIed l:crl"in factors whicl. had
hecn considered by its procurement personnel
hefore the conlra,,:1 was awarded and others
which. in total. contributed toward FAA's
~ill<~1 conclusions that (a) there was nothing to
IIldlcale Ihal Ihe conlrading officer's analysis
of the proposal was not adequale and (b)
Ihere was no reason to beliclle that the con­
tractor (I) had failed 10 disclose any signifi­
clint or reasonably available cost or pricing
dala or (2) had furnished any dala which he
knew. or reasonably should have known, was
false or misleading. FAA cited also a list of
aclions taken or pl.tnned to slrengthcn con­
trol oller FAA's procurement processes.

We concluded that. if FAA had per­
formed an adequate preaward audit of the
materials-yield rate on which the proposed
price was based, iI would halle been in a posi­
tion to recognize that Ihe materials yields
were hased on a ycar-old cosl standard which
was not representatille of the yields being ex­
perienced on current production. Similarly.
because FAA did not adequately analyze the
final-test-yield rate. FAA's negotiators were
not aware Ihat the price proposal had been
based on a final tesl yield that included lest
yields experienced during initial and experi·
mental st<tges of production of that particular
type of storage lube.

We believe. however, Ihat Ihe actions
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taken and planned by FAA should, if pr0p­
erly implemented, strenathen its surveillance
over future procurement activities.
(B-J33127,March8,1968)

171. COORDINATION OF CIVIL AND
MILITARY 'ROCUREMENT-Apncies of
the Department of Defense (DOD) and cer­
tain of their contractOR had Jlf9!'ured vulous
quantities of a certain type of .lIl!!Iic stor·
ace tulle for an avenae unit prll:f of J I ,350
durina calendar yean 1962 thrOUlh 1964
while the Federal Aviation Admlnletrali!ll!
(FAA) was procurin. the same type of tubes
from the same manufacturer for about S850
to S877 a tulle. We estimate that, under YUi­
ow orden placed for a tolal of ~34 tubes,
DOD's costs exceeded by about SI12,OOO the
cost at which lhe same type of tulles were
purchased by FAA from the same contractor.

We therefore propoaed that (a) DOD
agencies. which procure the typea of tubes in­
volved, use exislin. Federal rellllatory author­
ity to coordinate such purchases with FAA to
obtain the lowest available price and (b) DOD
contracting officers lle reqlll"" Ip determine,
during negotiations, whether otIItr (;!!Yem­
ment agencies are procurina the same item
and. in such cases, Db:.in assurances that the
price being negotiated is reasonable in relation
to the price heing paid by such other acencies.

DOD informe4 lis 11,.t the item would
be assigned 10 the DefeRIII ~pply Alency for
procurement under the DQD-<:oordinated pro­
curement pro8J'3m and that the Defense
Supply Agency would fill FAA's tulle require­
me~ts under an agreement with FAA.
(8·133127, March 12. 1968)

172. DIRECT, IN LIEU OF INDIRI!CT.
PROCUREMENT OF TEST EQUIPMENT.­
Because tbe Federal Aviation Administration
(FAA) purchased common test equipment in.
directl~ throulh basic systems supplien rather
Ihan dIrectly from the test equipment manu­
facturen,. it paid about S539.000 for equip­
ment whIch two systems supp6en had pur­
chased for S419,OOO. Aboul S52,800 of lhe
SI 20.000 difference represented the systems
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supplien' profits and the remaining 567,200
ineiuded overhead and other charges.

We therefore proposed thai FAA's in­
structions for the procurement of test equip­
ment be revised to (a} describe all the ra<:lon
that should be considered in deciding whether
commOn test equipment is to be procured
separately or in conjunction with the pur­
chase of basic equipment and (b) provide
that, where test equipment will require no
modifICation or installation as part of a more
complex system or component, the equip­
ment be purchased directly from the manu­
facturer unless circumstances clearly justify
indirect procuremenl.

FAA had issued two new polic)' direc­
tives dealing with procuremenl in general and,
as a result of our intert.':St in this matter. was
revising a third policy directive dealing specif­
ically with the procurement of lest equip­
ment. The two new directives should conlrib­
ule generally toward morc economical pr0­

curement. Also, the proposed revision of the
Ihird direclive should elinlinate the apparenl
requirement that common tesl equipment be
procured indirectly through basic syslems
supplien. However, we believe Ihat Ihe pro­
posed revision of the tt,ird directive still will
not provide, sufficiently detailed guidance fur
the procuremeut of test equipmcnt.

Therefore we recommended that the
FAA Adminislrator direct that the order
pertaining to procurement of test c'Quipment
be revised as we had proposed. (8-133127,
April 10, 1968)

173. QUANTITY ESTIMATES P'lE·
PARED IY ARCHITECT-ENGINEERS FOR
USE IN THE SOLICITATION OF IIDS--In
Augusl 1%7. we reporled 10 Ihe Congress
Ihal. allhough Ihe imporlance of accuracy in
eslimating quantities is stressed by Ihe Corps
of Engineers (Civil Funclions). Deparlment of
the Army. in its regulations. Ihe Chief of En­
gineers had not. at the timl: of our review.
established Corps-wide procedures for Ihe re­
\licw of work performed by architect­
engineers. We found that the ~ontract price of
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5I5.4 million for the construction of the
Summenville, West Virginia, dam, dikes, and
spillway had been subStantially increased pri­
marily because the quantity estimate prepared
by an architect-engineer firm was inaccurate
and did not show the full scope and magni­
lude of the work to be performed.

As a result, Ihe Corps increased lhe con­
tracl price by 58.2 miilion Ihrough
negotialion, ralher than Ihrough competilive
bidding, and thereby lost the benefils nor­
mally aU.ined through formal advertising. We
estimated that about 55.3 million of Ihis in­
crease in cosls had been dire<:lly associated
with increased work which could have been
foreseen prior 10 contract award and thus
could have been subjecled to competitive bid­
ding.

In addition to the loss of the benefit of
full and free compelilion from procurcment
through formal advertising, cosls of about
5348.500 were incurred which could have
been aVOided. These costs L'Gnsisled of aboul
5276,000 for equipment whicb was idle be­
cause it L'Ould nol be used for some of lhe
addilional work and of about 572,000 for
additional admlnislrative expenses.

We proposed Ihal, in ordcr 10 minimi.e
the ne~essity for neg()tiat~d contract modifi­
cations. Ihe Chief of Engineers issue guide.'
lines requiring the dislricls to review Ihe work
of archilecl-engineers. We proposed further
that a statemenl of Ihe nalure and exlent of
the review be made a pari of the onicial files.
TI,e Deparlment of the Army concurred in
our report. in general. and advised us that the
Chief of En,;neers was preparing instructions
to tbe rleld offices in accordance with our
proposals. These instructions were issued and.
if effectively implementcd, shollld reduce the
necessity for ncsoliated contracl modiftca­
lions. (1)-118634, Augusl3, 1%7)

174. COMPETITION IN PROCURE.
MENT OF AERONAUTICAL SPARE
PARTS..ln response to Ihe expressed inleresl
or Ihe SubcommittL'C on EC'Gnomy in Govern­
ment of the Joint Economic Committee. Con­
gress of Ihe United Slates. we made a



Defensc·wide survey of the procurement of
aeronautical spare parts. Our report on this
review was issued to the Congress in June
1968. We found that problems we had previ­
ously identified as restricting competition in
procurement continued to require manage­
ment attention and correction. In addition,
many of the procurements reported by pro­
curing activities as having been made compet­
itively had not. in our opinion, been made
under competitive conditions.

The Department of Defense advised us
of the corrective measures taken. as follows:

··Prl)cedurp.s were being revised to

provide lor earlier reviews of items

to determine whether they could
he procured cornrelitively.

·-A lllanagPnJpnt reponing system

would be established to ducument

r('<.Isons lor procurement without

(nWpptilioll.

··A ITH'f1ns lor coordinating inter­

s.prvice s~are·parts procuremenL

Wi)~ under study.

-·Aules for rp.porling procurement

:)c I ions had bepn revised.

-·Agwessive action would be taken
10 correCI Ihr~ lechnical data defi­

ciencies revpaled by our survey.

IB·1 33396 .. Iune 25, 196BI

175. COMPETITION IN PROCURE·
MENT OF ANTHIIACITE COAL ..We re­
viewed the procurement of anthracite coal by
.he Army in fiscal years 1962 through 1967.
rh~ <.:oal involved was milled in the Unit':d
States and wa< procured by the Army from
European importers under negotiated fixed­
price contracts awarded on a competitive
basis. Our report on this review was issued to
the Congres.. in June 1968.

We concluded thai the competition was
not sufficiently effective to ensure the lowest
price. The contractual practices permitted the
sources of supply to be limited almost en­
tirely to one American exporter. The ex-
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porter, in tum, procured the coal from only a
limited number of producen. Restricti'fe spec­
ifications may also have limited competition.

The major anthracite suppliers have,
under the provisions of the Webb-tomerene
Act, entered Into .....ements aniolll them­
selves to set prices idId allocate quantities of
coal for export .nd ultimate sale to the Army.
The general policy of most of the .......
American anthracite suppllen is to offer their
coal only to a certain coal export coJltpany.
This company advised lIS that it purcbMed
coal for the Army procurements only from
members of the Anthracite Export Aaocl­
alion-an association represeDtina the IaJwer
anthracite producers-althou'" there are other .
producers, not members of the association,
that are qualified to meet specifications of the
Army.

Because of these arranaements, the com­
pany was the only exporter in position to fur­
nish enoUBh coal to meet total needs of the
Army. Furthermore, the exporter's quota­
tions to European importers were conditioned
on their pun:hasilll from the exporter all of
their requirements for the Army pr0cure­

ment.. Members of the Anthracite Export
Asso.:iation, when participatina in these pr0­
curements. furnished statements that, Uftder
the provisions of the Webb-Pomerene Act,
they were not required to submit unqualified
certifications of independent price determina­
tion. Therefore, what litlle competition
existed was limited to the importer functions
where the costs generated-princlpany
transportation costs-represented only a sntall
fraction of the total cost of the coal to the
Army.

Also, we found considerable evidence
that the Army's speciflC3tions for asIt content
apd ash-softening tempenllure may have been
more restrictive than necessary and RlIy have
limited competition.

In response to our findinp, the Army
stated that, for the fIScal year 1969 procure­
ment, o(ferurs would not he permitted to
claim exemption, under the Webb-Pomerene
Act, from certifying that prices proposed
were arrived at independently. The Army
stated also that tests were being conducted by



Ihe Bur...u of Mines to determine Ihe mini­
mum qu.lity of <oal wbkh can be used eco­
nomically in Europe, Ih.1 the leslS would be
compleled in August 1968, and that the re­
sults of Ihe tests would be considered in the
specificalions for Ihe fISCal year 1970 pro­
curement.

On August 7, 1968, the Army .dvised us
of cerl.in .ddilion.1 steps it h.d laken to in­
cre.se compelition in Ihe procurement of
.nthracite co.1 for use in Europe (B-1 59868,
June 4, 1968)

17&. PROCUREME~r. OF PETROLEUM
PRODUCTS BY CONTRACTORS·.()ur re­
view showed th.1 substanli.1 annu.1 savings
mighl be realized if Ihe Navy were to furnish
10 ils· contraclors the pelroleum producls
used by Ihem in Ihe tesling of .ircraft .nd
.ircraft engines inslead of permitting Ihe con­
traclors to supply Ihese producls as • part of
Iheir contracls.

Our review was made al three plants
where eslimaled requirements represenled
.boul 86 percenl of Ihe lolal pelroleum needs
of Navy aircraft and .ircraft enBine contrac­
lors. As slaled in our reporl issued 10 Ihe
Congress in February 1968, we eslimaled Ihal
during 1964 Ihe Navy paid Iwo of Ihe con­
Iraclors aboul $229,000 more for such prod­
ucls Ihan il would have paid if Ihe producls
had been furnished 10 Ihe conlraclors. We es­
limated Ihat aboul $250,000 and aboul
$400,000 could have been saved in 1965 and
1966.

Wilh regard 10 Ihe Ihird contraclor, our
review showed thaI Ihe conlraclual arrange­
menls in effect were dillerenl and Ih.1 lhe
resulting profit rale was <'Onsiderably Ie,...

The Navy advised us Ihal, in Ihe case of
one of Ihe conlraclors, subslanlial savings
might be realized and Ihal negolialions were
I"king place 10 ch"nge Ihe eontraclural treal­
ment of Ihese products.

Wilh reg;ard to lhe second conlraclor,
Ihe Navy staled thaI Ihe s"vings would be
small "nd th"t it was to lhe overall advanlage
of the Government for the contractor to con-
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tinue 10 furnish the petroleum producls, Al­
thouGh Ihe potenlial savings are not subslan­
liaI, Ihe Navy should consider negoliating new
arrangemenls with Ihe conlraclor.

Therefore we recommended that, in lhe
case of Ihe second conlraclor and olber con­
lractors under similar condilions, lhe Navy
consider negotiating new contractual arrange­
menls. The Navy concurred. (B-1 60334, Feb­
ruary 6, 1968)

177. USE OF COST DATA IN CON·
TRACT ADMINISTRATION··We reviewed
the negolialed sleam supply contracl awarded
by lhe Veler.ns Adminislration (VA) 10 Ihe
Washington Hospilal Center (WHC) in 1961
and amended in 1966 and found Ihal:

·-The 1961 contr<JCI was illegal be­
cause it provided for payment to
the WHC on a cosl-plus-a-per.'
cenlage-of-cost basis and did not
con fain a clause permitting the
Gover" m en I'S examination of
WHC's cost records or certain
other general provisions required
to be included in such contracts
by law and/or by rhe Federa' Pro­
curement Regulations (FPRs).

--A cost analysis made by the VA
for producing steam in-house ver­
sus purchasing stearn was based on
an incorrect factor for amortiza­
tion of the WHC's estimated costS,
which were to be reimbursed by
the VA, for expansion of the
WHC's sleam-generating plant and
installation of connecting steam
lines.

--The WHC's steam production
costs, the basis for establishing Ihe
unit for stearn initially furnished
10 the VA, included questionable
charges for depreclalion, which re­
sullf!d in duplicate reimbursement
'0 WHC. and certain other costs.

-·The 1966 conlracl renegotiations
did not comply with the FPRs
which require that the VA obUlin
certified cust data lrolll the WHC



in SUlJpOrl 01 it~ IJroposcd unit
price dnd then lInalY/e and verify
,)lJ(h data.

In u report issued to the VA in Febntary
19ML we recommended thut adequate guide·
lines and pron:dures be established to coor·
dinule the respective organizations within the
VA so that they ran (a) arrive at the most
et'onomkal method of at'quiring steam as
eflrly as possible in the planning stages of a
new hospit<.ll. (b) negotiilte the most benefi­
d.1I It.'rms by obtaining ;tnd/or preauditing
contruetors' costs in compliance' with the Fed­
eral Procurement Regulations. ,1L1d (c) provide
for adequate legal revit'ws of the!)~~ negotiated
contracts. We ret.'ommended also that the nec·
c~ry action be taken to preclude future
duplici.lt{' reimburs('ments for steam oluip·
ment installed on the contractor's premises

The t 966 amended steam supply con
tmc.:t provided for an annuill revision of the
unit rate on the basis of changes iii WHC"s
I"hor and fuel costs. and in OCluuer 1966 the
WHC increased the unit rate. The VA, how­
~ver, was not able to adequately advise liS of
the basis for the increased rdle, We therefore
requested that the WHC provide liS with such
infonnalion. Although WHC did not fulfill
our request. we noted that. for the year begin­
ning October I. 1966. WHC had amended the
unit rate below the rate of the previous year.

We rec.:ommendcd that the VA obtain de­
tailed steam produdion labor and fuel cost
data from WHC in support or its annual revi­
sions of the unit r<ltc for steam furnished to
thl! V A hospital iJnd make appropriate audits
of WHC's I"bor and fuel costs as a hasis for
determining the propriety of the revised unit
rates for steam for the year beginning October
r, 1966, and for eac.:h year thereafter.

Subsequently. VA informed us that it
was in general agreement with our findings
and recommendations and advised us of cer­
tain l,:orrccl ivc actions that had been or were
being taken along the lines recommended in
our reporl. ,8-153672, February 6,1968)

178. CONSOLIDATION OF PHOTO­
GRAPHIC OPERATIONS·-In January 1968
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in a report to lhe Congress, we reported that
an opportunity for savings was available to
the Government by consolidating photo­
graphic operations at the John F. Kennedy
Space Center (KSC), National Aeronautics
"nd Space Administration, and the Air Force
Eastern Test Range (AFETR), Department of
Defense. We noted that KSC was substantially
expanding ils photographic capability even
though AFETR appeared to have adequate
c"pability to accommodate KSC photographic
requirements_ We noted also that. under a
1963 agreement, provision hod been made for
coordinated photogmphic coverage and repro­
duction in order to avoid and minimize the
duplication of facilities. While recognizing
that the 1963 agreement contemplated a
limited degree of duplication, we expressed
Ihe belief that the photogmphic capability
est"blished by KSC duplicated, to a great ex­
lenl. "Ire"dy exisling AFETR capability. We
st"ted th"t significant savings could be real­
ized if KSC photographic capability and
AFETR cap;,bility were <'Onsolidated.

Our analysis showed that both facilities
were staffed and equipped to accommodate
peak photographic workload periods. Becall5C
of Ihe normal method of operating, personnel
and facilities "t both locations were not fully
utilized during periods between launchings.
We noted that, even during peak workload
periods. Ihere was considerable unused capa­
blllty. We expressed tbe view that eonsoli­
dated operalions by a single contractor would
increase personnel and equipment utilization.

Although we were unable to determine
lhe precise savings that might be realized by
consolidati'ln, both the KSC and the AFETR
contractors providing the photographie ser­
vices estimated that as much as 52 million
could be saved "nnually by consolid"tion. In
separate interviews, officials of both contrac­
lors stated that consolidation resulting in sig­
nificant savings was feasible and that the con­
tinuance of separate operations was ineffi­
cienl and excessively cosily.

We Iherefore proposed that the Adminis­
trator, National Aeronautics and SP"ce Ad­
ministration (NASA), and the Secretary of
Defense appoint a special group to review the



photographic requirements and capabilities of
both installations. Both agencies agreed to
initiate the joint review.

As a result of our recommendations and
on the basis of work done by the joint study
team, a proposed consolidation plan has been
formulated that, according to both NASA and
the Air Force, will (a) reduce costs of opera­
tions for KSC and AFETR by SI.4 million
annually, (b) decrease the current staff levels
at the two locations by 80 people, and (c)
reduce the equipment level at these installa­
tions by SI.6 million. A full phase over to a
single contractor operdtion is scheduled to be
in effect by January I, 1969. (B-162902, Jan­
uary 10, 1968)

179. USE OF CIVIL SERVICE EM·
PLOYEES RATHER THAN CONTRAC­
TOR-FURNISHED EMPLOYEES··ln June
1967 we reported that our reviewal' the rel­
ative costs of using civil service personnel or
of using contractor-furnished personnel to
perform engineering and related technical sup­
port services at the National Aeronautics and
Space Administration's (NASA's) Goddard
and Marshall Space Flight Centers showed
that estimated annual savings of as much as
S5.3 million could be achieved with respect to
the contracts we reviewed if these services
were to be performed by civil service employ­
ees.

Although we recognized the possible
merit of considerations other than cost, it was
our view that NASA's policies relating to the
use of the contracts had not been sufficiently
clear as to the considerations which should be
accorded to relative costs, in determining
whether contractor·furnished or civil service
personnel should he used.

Furthermore. because the action to fully
correct the situation would require a signifi­
cant change in NASA's policy relating to the
use of support service contracts and because
of the potential effect that a significant
change may have on its civil service personnel
requirements, we suggested that the Congress
might wish to t:onsider the policy aspects of
this maHer in further detail with agency offi-
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cials. We suggested also that the Congress
might wish to explore with NASA the impact
that cost considerations should have in deter­
mining whether to use contractor or civil ser·
vice personnel in those cases where either
could carry out the operation equally well.

Since then, NASA has promulgated new
instructions which more clearly identify the
significance of relative costs in the decision­
making process and has established criteria to
be apptied in comparative cost studies used in
considering the use of civil service or contrac­
tor pe...,nnel for service-type activities. In
addition, as a result of our report, the Special
Studies Subcommittee of the House Commit­
tee on Government Operations held hearings
in June 1967 on this matter. Follow-up hear­
ings were also held by the Subcommittee in
April 1968 to consider the various cost ele­
ments involved in making studies of the cost
of performing the work with civil service
employees compared with the cost of contrac­
tor performance, with the objective of pos­
sibly developing cost standards and criteri"
which would be for Government-wide applica­
tion.

At the present time, the Bureau of the
Budget, the Civil Service Commission, the De­
partment of Defense, NASA, and the Geneml
Accounting Office are engagcd in a joint ef­
fort to provide improved guidance for Gov:
ernment-widc application in the support ser­
vice area. (8-133394, June 9. 1967)

180. WARRANTY PROTECTION FOR
SUBCONTRACTS..ln a letter dated March
25, 1968, to the Associate Administrator.
Office of Organization and Management, Na­
tional Aeronautics and Space Administration
(NASA), we pointed out that the prime con­
tractor for the lunar module project had pur­
chased, without documenting the specific
need therefor, warranty protection for fixed­
price subcontracts totaling in excess of $37
mUlion. On the basis of information on war·
ran ties shown separately in certain of the
vendors' proposals for the subcontracls. the
costs of these warranties could be subslomlial.

At the time of our review, the NASA



procurcnJl'nt rl'g!ll~l;un on the ~uhjcd of wur­
rantif"~ was very grlll'ral ;InrI did not provide
spt."cific l!uidl'iincs 10 he t:ollsi<krl"tl by the
contra...tin~ nflicL'r ill making ;I dl'knnination
as to wlldhn II wurranly would he in the best
interest or the GovcrnmcJlt. As :1 result. the
contHll'lor inL"luded a ~tand:.m.l w,lrranty pro­
vision in .til fixl'u-prkt: procurements und~r

thl' lunar mOllul\.· progr~J11

We brought lhili lilatta It I the attention
of NASA offkials and cxpr\.·~~ctl our opinion
thaI, while Wl' r\.·alizl'd Ih:..!t w:lrranty protec­
tion might hl' applkahk uflucr l.:'crlain Gov­
erl1111~llt progral11s. it did not appear that
routine wan,lIlly t:overage would be required
until'!' <III fi.Xl'd-prkl' jlun:hJsc orders. We
pointed oul to !\IASA orricinls that the Armed
Services PrOl'l1fL'J11Cnt Rl'gul~ltion contain~d a
much mono: COlllpn.:llCIl,ive treatment or war­
ran til'S Ihun did thl' t"C)lIIpa,Jhle i\:ASA regul<J·
tion, ,1Ild \'v"t' 'uggc"kd th:Jt NASA should
c nsiuer revi ing till' NASA proc~lrel11('nl reg­
ulation iJLTordillgly.

1I,\SA sul' ...eq\ll'lltly rl'visl'd its n.'gul<l­
(;'m ')11 Iht' use of wurmnties to conform
more dOSl'ly to IIll' Armed Services Pro­
curt'l11eot RcguliJliull, The rl'\,iseu regululion
HOW providl'" \.·onlr;I\.:1 lIl'goli;.Ilors with spe­
cific guiudines il. making d~h:rminations on
till' us'.:' of w..l1T<I',ly l.:'lauscs ilUU in evaluating
NASA ..:onlral'tors· polk-it's ..111d proL'('uures on
ohtuinin:; warranliL· ... fur subcontractors, The
revised regulation. when illll'k'lI1cnlcd, should
providl.' :J <;OllIlU ~IIJ(.I consistent application of
jUdgll1L'1l1 by '\JASA contracting personnel and
pcr~olllll'i or its prilll~ l'ontradors in instances
wherc lhe usc of warri.ll1lic$ is under coo­
sidcri.ltiull. (Kcport to Associate Admin­
istrator. Orrice uf Organil.alion and Manage­
ment. National Al'l"Onautics anti Space Ad­
ministration, Man:h 25. 1968)

161. FORMAL AOVERTISING FOR
LIGHT BULBS AI~O ·rUBES··ln March 1968,
we report~<.1 to the Congress that the l1o;e by
General Services Administration (GSA) of
negoti<ltcd contracts 1'01' light bulb and tube
requirements did not result in maximum price
competition Clnd was oot in the best interests
of the Go\>ernment. On the basis of our re-

110

view. we concluded that GSA should use for­
mally advertised contracts, rather than negoti·
ated contracts, for the bulk of the Govern·
ment's lamp requjrements because all the ~
sentilll elements are present for successful Cor­
mill advertising.

To obtain an indication of the savinas
that might be achieved by advertising for tile
Government's lamp requirements, we com-­
pared the prices for certain lamps obtained by
the State of California under formally adver·
tised contrads with IIle prices obtained by
GSA under negotiated contracts. We were
able (0 compare prices for 197 of the 685
items listed in the Federal Supply Schedule
contracts. On the basis of annual Government
expenditures of 513.3 million for the 197
items. we estimated thai savinas of at least
$ 1.7 million. or aboUl 12.4 percent, might be
realized by purchasing the items through for·
mal advertising.

In December 1967, in response to our
recommendation, GSA informed us that con·
tracls for lamps covered by Federal specifica·
lions would be formally advertised.
(8-163349, March 20,1968)

Not!,: 1-'or atl ddditioll,,1 item 011 "Cotltract­
;"g Policies (llId Practices, H see section
Oil "Ecollomic Opportunity Programs,"
itelll No. 22.

FACILITIES. CONSTRUCTION,
AND LEASING

182. SELECTING AND ACQUIRING
CONTROL OF SITES··Our review of the
practices and procedures followed by the Post
Office Department in selecting and acquiring
control of sites for new postal facilities reo
vealed that

--the Department had relied to a
greatp.r extent than most other
Federal agencies on estimates of
prooerty values prepared by indi­
vidual employe~s (real estate offi­
cers) and had permitted the same
individuals to estimate property
values and negotiate purchase op­
tions;



·there had been no independent re·
view of real estate officers' esti­
In a les of property v<tlues before
purchase options were negotiated
on potential facility sites;

-·the re<tlty survey analyses (apprais­
als) prepared by the Department's
real esl<:tle officers usually had not
contained the documentation
needed 10 demonstrate the reason­
ableness of the purchast! option
prices they had negoliated. al~

though the D~partment required
lhal such documentation be pro­
vided; and

--only one of Ihe three generally ac­
cepted lechniques for estimating
the fair market values of prop·
erties had been required by the
Department, and used by the De­
partment's real eslatE:: officers. for
estimating the market values of
pOlential facility sites.

Under lhe Department's prescribed pro­
cedures, a real estate officer locates potential
sites and negotiates assignable purchase op­
tions on them prior to submilling his sile re­
port 10 the regional office for review and se­
lection of the site to be used for the facility.
In our opinion, these procedures do not pro­
vide adequale internal control because the
pnrchase prices of potential facility sites are
negotialed before the regional or Head·
quarlers offices have an opportunity to review
and delermine the adequacy of Ihe appraisal
dala prepared by the real estate oflkers.

In a report issued to the Congress in May
1968. we expressed the opinion that Ihe De­
partment did not have adequat~ in~tructions

regarding either the techniques and require·
menls ror making appraisals and preparing
appraisal r~ports or the circumstances under
which addilional appraisals shuuld be ob­
tained. We expressed the opinion also that the
Department needed· to eliminate the weak­
nesses in its policies and procedures in order
10 ensure implementation of its policy of con­
structing postal facilities on sites which ade­
quately meel operational needs at the lowest
possible costs.

We recommended that Ihe Deparlment
revise its policies and procedures to provide
for

-~obtaining complete and fully doc
umented apprai5'als of the fair
market values at potential lacility
sites. which are llased on consiu
eralia" of all appropria Ie Im:!l
niques for estimating market vdl
ues, and requiring the reilional or
Headquarters offices 10 dCl~rmine

the adequacy of the Hppraisals be­
fore selecting the sites to be used
or attempting to negotiate pur­
chase options on the properties
involved;

--assigning the functions of making
appraisals and negotiating PUl"
chase options to different individ­
uals;

·-instructing the regional real estate
officers in the techniques and re­
quirements for making appraisals
and preparing appraisal reports;
and

·-obtaining a second appraisal by
either an independent real estate
officer of the Department or an
outside professional appraiser
under contract In each case where
the initial estimate of the value of
a selected site exceeds a specified
amount or by an outside profes­
sional appraiser under contract in
each case where the owner of a
selected site has declined to grant
the Department an option to pur­
chase the site for an amount at or
below the fair market value esti­
mated by the first tlppraiser.

The Deputy Postmaster General advised
us that the Department did nol concur in the
tjr~t two of our rt=commendations and that
the Department did not believe an appraisal
by an outside professional appraiser should
invariably be requited under the circum­
stances cited in our fourth recommendation.
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Concerning our third recommendation.
however. he said that the Department would
review its instnll.:{ions and requirements for
making appraisals <.lmj preparing appraisal re­
ports and attcmpt to make them more
spccifk. (B-153129, May I, 19(18)

183. CR ITERIA FOR STUDIES OF
FEASIBILITY AND COSTS OF FACILITIES
ON ALTERNATIVE SITES··111 a report is­
sued to the Congress in May 19ML we pointed
out that thc Post OITicl' Department had not
i.:'stablisht'd sjll'l'ific criteria to implement its
polky that racilitii.:'s he constructed on sites
that adequaldy meet opt'rutional needs at the
lowest possible costs. Wl' pointed out also
that a I-!t.'adquarler" Cin.:ular. issued in August
19h7. provided that. when a decision W:.IS

mac!L' Ihat an cl'tl1lomic study or cost i.Jl1alysis
was required for allY projcd. thl' initiating bu­
reall or ofl'iL'l' would advise the Cost Analysis
Division. Burl.'au of Fin:lI11'l' and Adl11inisl"'l~

tion. of its pl;ll1"l'arly l'nollgh to work out the
format for compktin~ the study.

Thl' [kpartml'nl had made only three
studies uf IIll' feasibility :lI1d costs of acquir­
ing ami operating radlities on alternative sites.
<.Inti two of thl'Sl' studil's \\Il'rl' l'owrcd hy our
rl'vit'w. Our rl'vicw of one study rewaled sev­
eral omissions and probable l'rrors in the Dc­
pi.ITtmcnt's computations. We believed that :'In
adequate study might possihly have indicated
highl'r overall costs for the sclcctl'd sHe and
thl'reby might havl:' resulted in the selection
of the alternative site by the Department. Our
reviewal' the other study revealed that. in
selecting tilt' sill' for the facility. the Deparl­
ment might not have given suffident consider­
ation to the lower ovcrall costs indkated by
its study. for a facility constructed on an al­
ternative site.

We rccollllllt'ndcd that. to ensure imple­
mentation of the policy of construding fa­
cilities on sites which adequately meet opera­
tion,,1 needs at the lowest possible costs, the
Postmaster General instruct the responsible
officials or the Department to establish (a)
guidelines as to when studies should be made
of the feasibility and costs of acquiring and
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opemting facilities on alternatives sites and
(b) specific criteria regarding the factors to be
taken into consideration in making and using
such studies.

The Deputy Postmaster General advised
us that the Department did not agree with our
recommendations. He stated that since 1961
the Department had followed a consistent
policy of making economic feasibility studies
in all instances where any serious question of
such feasibility existed and that the Depart­
ment did not belicve further specific criteria
or guidelines for making studies of the feasi·
hility illld costs of acquiring and operating fa·
cilities on illtcnultivc sites were necessary. de·
simble. or practical.

111 view of the substantial number of fa­
cility sites previously acquired by the Depatt­
ment and the complexities involved in select·
ing the most suitable sites, we believe that
there is .. need for guidelines as to when stud·
ies should be made of the costs of acquiring
<.Ind operating r"cilities on alternative sites. We
believe also Ihat. instead of working out a dif­
ferent format for each study, the Department
should establish specific critcria regarding the
factor'\ to he considered in making and using
such studies ml<1 that these criteria should be
lI1;'ldc avail:lblc to the bureaus and offices au·
thorizl'd to make decisions as to whether an
l'l'onomic study. il cost :.malysis. or a cost
study is required.

In our opinion, such criteria would tend
to ensure that studies were prepared and used
on i.I uniform bOisis and probably would assist
the bureaus and otl'ices in determining when
to request sludies. (8-153129, May I, 1968)

184. PUBLICIZING SITE REQUIRE·
MENTS-·ln a report issm'd to the Congress in
M"y 1968, we expressed the opinion that, if
the Post Office Department adequately pub­
licized its requirements before commencing
site control proceedings. some properties suit·
able for use as sites for new postal facilities
might be offered to the Department at prices
lower than those which would olherwise be
obtained.



T,~e ~epartmenfs ~~&!(mal Manual
sl;l.~!I(that informatiO" rel!"rdi~ll realty plans
s!l~~!~;li9~be released u'IUI. an action docu­
ni#.~t'~.c~,~ an o~tiilD h.d been approved;
a~j1;~,,~!ji:;ty ~",...es had'not bee" isSued in
aav~n~Qf! site selection for any of the facili­
t~s!~~ revie.weli. We proposed that the De­
~tment rev~ its policy to provide for pub­
licizillg its site req"irements as far in advance
as. PrBcticab,le ."11 for encourdgi"g property
ow~rs to. sublllit offers of purchase options
to tile Depadment.

The I)eputy Postmaster General in­
for~ed us tlt.t the Department concurred in
our proposal•• He said that the Department's
i"stl'llctions already required the Depart­
ment'S. real estate officers to make recommcn­
datio"s regarding release of pUblicity, and he
stated that the Department would revise its
manuals 3i : other instructions to support the
stated policy of the Department.

We subsequently reviewed copies of sev­
erdl pUhlicity releases which had been issued
by the Departmenl at the time of approving
new construction and. in our opinion. they
generdlly had not provided sufficienl dctails
regarding the site requirements to encourage
property owners to offcr purchase oplions to
the Departmenl. We Iherefore recommended
that the Postmaster General instruct the Assis­
tant Postmaster General. Bureau of Facilities.
to 'include in each future publicity announce­
ment related to authorized construction of a
new postal facility (a) information regarding
the site size requirements and, to the extent
known, the specific area of the city in which
the new facility is to be located and (b) an
invitation that property owners in the sc­
lecled area submit offers or purchase options
to a design!ltcd poslal rcprescntativt:.

In July 1968. the Postmaster General ad­
vised the Director, Bureau of Ihe Budget, that
revised instructions had been drafted which
would eliminate the conllicts in instructions
regarding publicizing the Deparlment's pillns
for acquiring new facilities. He said that, to
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enable property hoiliers to offer their s.ites to
the Department for cC!nsideration, t~e; new in­
stmctions woulll reqUire the prOvision of as
much information as Was availab·le.
(11-153129, May I, 1968)

ME~::'F~:I(~~3jPe':w~tt~F ~~A~EE~~:TE~
FILES··We found that, although the Post Of­
nce Department's procedtires provided for re­
views of regional real estate files at various
management levels, the detailed reqUiremenls
for such reviews were not specined. We noted
many instances where, in our opinion, review­
ers at the Department'" regional and Head­
quarters levels had reached decisions or made
recommendations regarding facility sites with­
out requiring the real estate officers to supply
complete and adequate data.

We believed that the Department could
ensure the provision of adequate documenta­
tion in support of regional real estate activi­
ties by developing. and requiring orticials of
the regional and Headquarters omces to usc.
guidelines for reviews of real estate files,
which provided, among other things. for use
of checklisls of Ihe documentation required
as support for proposed actions.

In a report to the Congress in May 1968.
we recommended Ihat, to ensure implementa­
tion of the Department's policy that real es­
talc actions not be approved unless there is
complete and convincing support for the ac­
lions proposed, the Postmaster Geneml in­
struct the Assistant Postmaster General. Bu­
reau of Facilities. to develop guidelines for
reviews of real estate files by ofl1cials al re­
gional and Headquarters levels.

The Deputy Postmaster General advised
us that, pursuant to our recommend'ltion. the
Department would take action to develop
guidelines for management reviews of real es­
tate files. (B-153129. May I, 19(8)

186. DETERMINING SPACE REQUIRE·
MEN TS··Our examinations into the Post



Offi....~ Department's planning for lease con­
stnlclion of 14 small- and mcdium-size post
offkes and for enlargement of three Govern­
Itll'nt-Qwncd post office buildings indicated
that a total of about 15.000 square feet of
unneeded interior sp:.l....e had been provided.
About two thirds of the unneeded space had
bl'cn provided hecause. in planning the space
rl'quircmcnts, the regional offices had not
properly applied the Department's space stan­
dards. Till' halance of the unneeded space had
heen provided bl'l'ausc. in planning areas on
the basis of 10c:'11 necds, the regional offices
had mack provision for more space than re­
quired for ('fril'iellt operations.

In u report issued to the Postmaster Gen­
eral in March 1968, we estimated that. if the
unneeded space had not been provided, the
rental costs of the 14 leased post offices l'ould
hUVl' been reduced by ahout $17,000 annu­
ally. or a total of $~6~.000 over the lives of
·the leuses. and that the construction costs of
the thrcl' GO\,('TIlmcnt--owncd post office ex­
tl'nsion prQit'l'Is ....ould have been redUf.:cd by
about $74.000.

In view of the apparent nee!! for addi­
tional management reviews, we p'OIlQ~a Jh""
the Department take such actions as neccsfMtry
to ensurL that the Bureau of Operations
mak~s adequate and systematic reviews of re­
gional space planning activities.

In commenting on our draft report, the
Deputy Poslmaster General .t~tcd that. with­
in the limits of availahle manpower, the Bu­
r~all of Operations would give the matter in­
creasing attention and thaI, until the Bureau
obtained additional personnel, the Office of
Regiol1<J] Administration would give greater
attention to space plannin[l activities during
regional appraisals,

In May 1'168 the Deputy Postmaster
General advised us of several actions that had
been taken. or were planned to be taken. by
the Department to improve the planning of
space for small- and medium-size postal facili­
ties. The"" actions included (a) revising the
Department's space standards to make them
more specific and to require exp~anations of
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deviations from the published criteria, (b) as­
signing to a siJtt!le resional organization the
functions of planninl! for space requirenlents
and for utilization of postal facilities. (c) mak­
ing in-depth studies of planllinl! for space as a
basis for dcvelopinl! auidelilleS and criteria for
subsequent evaluations of reBional space plan­
ning activities, and (d) developinl! standard
spaL" allocation. and equipnlent requiremellts
for second-elass post offices. (8-152129.
March 25, 1968)

187. DETERMINtNG SPACE REQUIRE­
MENTS··The Federal Aviation Administration
(FAA), under a lease-,:onstNoIiOIl arraJtt!e­
ment. aC!illired a new P-dcific ReBion" OfrlW
lo<adquarten buildinl! in Honolulu that. was
substantially laraer than neces...ry because:
(a) the estimate or personnel requirenlents.
prepared by the FAA's PIHlifj~ ReBion, was
unrealistic in the light of informatieR ~y~il­

able at the time and (b) the Region's estimate,
on which the size of the new buildinl! was
based, had not been adequately revf,~wed at
the FAA headquarters. Tho leDse, w·,tich was
executed by the General Services A~mill,stra­

tion (GSA) fOf a IO-year period endilll! in
September 1974. L"Ontains no p",vision for
either early termination or renewal. The an­
nual rental is 5215,370 pIllS buildinl! services,
which GSA estimated would ~~llhe Govern­
ment about $96,000 annually.

After we brought this mailer to the at·
tenlion 0" FAA, much of the space excess to
its needs was made available to other Govern­
menl agencies. thereby reducing ovemll costs
to the Government by about 5268,000.

In April 1961, when it had about 320
employees, the Pacific Region estimated its
staffing requirements for fiscal year 1965 at
439 employees, a 37 percent increase over its
1961 staffing. FAA headquarters authorized
the ReBion to acquire space for 400 employ­
ees. In November 1961, the Region 3llain re­
viewed its anticipated requirements and ar­
rived at substantially the same amount of
space that it had computed in April 1961. In
February 1962, bowever, the ReBion formally
requested GSA to furnish 75,400 square feet



of spa~e to house 5 II employees. We were
informed that this request h~d h<;en based or.
the FAA Relional Dire~tor's ~oncept of how
the Region should be or~.nized. We found no
eviden~e ill FAA's ...,~ords that the revised re­
IiQnal estimates had been questioned by FAA
headquarters, lkispite the fa~t that, only 6
months e.rlier, headquarters had authorized
spa~e to a~~olllrnodate only 400 employees.

We proposed to the FAA AdministratQr
that, to pre~lude similar overa~quisitions of
offi~e spa~e in the futllre, procedures be de­
veloped to require that the e~onomi~ sound­
ness of all requests lor new or additional of­
fi~e spa~e h<; ~riti~ally reviewed at the head­
quarters level in order to provide GSA with
morc realistic estimates of space requirements
fQr lise in planning Ihe sizes of buildings tQ he
a~qllired for FAA's use.

FAA has revised its space programming
pro~edures whi~h, if properly impl~ment~d,

should preclude the rccuncnce of situations
such as the situalion reported. (B-II11670.
November 2, 1967)

188. SUBSTITUTION OF CONSTRUC·
TION MATERIALS··ln August 1967 we re­
ported to the Administrator of General Ser­
vices that, ~outrary to poli~y, General Ser­
vi~es Administration (GSA) ~onstru~lion offi­
~..Is had approved a proposal, made by tile
contractor and recommended by the archi­
tcct-enginecrs, to substitute ct:rtain materials
for those specified in the contract for con­
stru~tion of the Kansas City Federal Building.
Some of these materials were considered by
GSA's tirc-prevention personnel to be haz­
ardolls in respect to nrc safety of the build­
ing.

1\5 a result of our review, GSA con­
tmeted for rcmoval of the lire-hazardous
material. Work under the cont!llct was com~

pleted in July 1968. In addition, all GSA re­
gional personnel were directed to enforce
GSA's policy regarding subst:llltion or mate­
rials. tB-150861. August 9, 1%7)

189. CONSIDERATION OF FUNC·
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TIONAL EFFICIENCY IN BUILDING DE·
SIGN REVIEW$,.Qur report to the Congress
in May 1968 showed that the General Services
Administration (GSA) had incurred costs of
about $224,300 to reposition cerlain over­
head ductwork, lighting fixtures, and fire pro­
t~ction sprinklers in the Washington National
Records Center to increase the storage capac­
ity by about 75,000 cubic feet. We also found
that the placement of ventilating fans and
related ductwork had precluded the use of
94,000 cubic feet of additional st(,n~e space.
Although it is a stated policy of G3A that
Federal buildings be so designed as to be func­
tionally efficient, we tu.,,,d that GSA did not
have procedures for implementing the policy
and, in practice, reviews of designs did not
include appropriate attention to the intent of
the policy. We believe that, had such a review
been made, the adverse features of the origi­
nal u..::sign probably would have been rcccg·
nized and appropriate changes probably
would have been made prior to construction.

We reconll'lended that the A(hnini.trator
of General Servkcs establish procedures and
assign responsibil:tv for implementing GSA's
stated policy that ,·"deral buildings be so de­
signed as to be functionally efficient. The
Acting Administrator or General Services
agreed that our report demonstrated the need
for better surveillancc over the functional erfi·
ciency of designs and stated that our report
would assist GSA in the morc careful surveil­
lance of designs. which would b~ observed in
practice as well as in policy. (B-156512, MlIY
28, 19(8)

190. ADMINISTRATIVE DIFFICUL·
TIES IN CONSTRUCTION PROJECTS··At
the request of thc Joint COlllmittee 011

Atomic Energy (jCAE), we reviewed selected
Atomic Energy Commission (AEC') construc­
tion projects in which time delays. cost owr­
funs. or other indications of administrativt:
difficulties had occurred. In a report sub­
mitted to the JCAE in February 1968, we
slated that we believed that lhe underlying
cause for the cost overruns and timc delays in
a number of cases which we reviewed was
attributable to the quality of information
available at the time the authorization re-



quests were furnished to the Congress, In
thl'SC GISCS. design work had not been under­
taken and the conceptual studie:; which had
been used did not provide AEC with suffi­
\..'ient information. in our opinion. to accu­
rately l'stimalc the time and cost required to
complete the proposed projects.

As a ml':'lJlS or improving the accuracy of
its time and cost estimates. AEC, beginning in
fiscal ye1.lr 1964. has requested, :.Ind has been
providl'd with. fllnus to obtain architect~

L'nginecring "ervires on complex construction
projects which :.lIT under consideration, for
futu:'l.' years' authoriz<.Ilion and appropriation.
This authority was not available to AEC to
permit advi.ll1l..:l'd design work on the construc­
tion projeL'ts covL'rl'l1 by our report.

At the lime of our review. AEC was fur­
nishing the JCAF with :lIlnual statistkal data
showing (hallgl~ from its initial l'osl esti­
mates, Howl'Vl'r. Illi~ dilta did not provide
information (Ol','l rllillg tIL-lays being en­
countered in com pit.: t ing <Jut hori/ed projects.
W.' suggested tilat !\E( modify its existing 1'1:­
rortin~ prOl.'l'Jures 10 dl:>l-'!OSl' SUdl informa­
tion in its annual suhmb:-"l\11 10 the JCAE.
and f\EC agreell 10 dc> so.

\\.' also founo that thL' rillJI lk-!\igns of
'wo of tIll' projects inl'lulleo in our fL'view had
'"'een inO,lel1r,,'d by !\~C's d,,'sirc to ,naintain
projed co·,to.; within the b:.lse amount <lulilO­
riLed and tlLlt as a result a reduction hao been
rCLJuired in til'.' scope or the facilities. In con­
trast. we noted instances where AEC hall h~l'n

able to L'Ollstn'ct thl' f,lcilitics contemplated
at the timc of aut! 0rilation for Icss than the
authorized amount ,Jnd hao constructed addi­
tional facilities.

,,\\.,('\ inslrudions r.:quin:d that changes
in the SI..:OPC of a rrojl'ct he referred by the
rcsponsihk' field officc to Headquarters for
approval. However. thcse instructions did not
elaborate on what was considered to be a
scope change and therefore the determination
of which changes should be referred to Head­
quarters was largely a matter of judgment that
could vary among AEC field offices. For the
most part, the facilities added to the projects
included in our review were authorized by the
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field offices without obtaining Headquarters
approval because they were not considered
scope chang.s by field officials.

As a result of our review, AEC revised its
instructions ch:aling with scope, location, pro­
grammatic purpose. and operational capacity
of construction projects, to more specifically
define a change in scope.

In presenting construction projects for
authorization, AEC was not required to
present information as to related research and
development costs. We noted that, for certain
complex projects, substantial research and
development costs, to be financed with oper­
ating funds and essential to a successful proj­
ect, were expected to be incurred. Accord­
ingly. we suggested that in such situations the
costs involved, to the extent practicable. be
disclosed in the budgetary requests, to pro­
v.de the JCAE with a clearer insight into the
total financial implications of specific con­
struction project approvals. AEC agreed that
in future budget submissions such disclosure
would be made. (B-1 59687, February 19,
19(,8)

,\'vte; Fvr dclclifiOl'ld1 items 01' HFacilitie.~.

Co,,~..tructiOIl, dud l.eds;lIg," see section
':'/ "[;'c?,/omic Opportlll'lity Programs."
,t('/'IiS ,\:os. 21 dHe124.

PROCUREMENT PROCEDURES
liND PRACTICES

191. CROP ALLOTMENTS ATTACHED
TO LAND ACQUIRED FOR GOVERN·
MENT PURPOSES..As a result of our examin­
ing into certain land valuation practices of the
Bureau of Sport Fisheries and Wildlife, we re­
ported to the Bureau in December t967 on
the need te revise appraisal instructions so
that the value of crop allotments issued by
the Department of Agriculture would be ap­
propriately considered in negotiating for the
~wquisition of land under the Bureau's migra­
tory waterfowl land acquisition program. Un­
d.::r existing conditions, there is no assurance
that the value of certain allotments, which Ihe



8IJreau is nol aUlhorized 10 aoquire, is ex­
cllIded from Ihe price paid for the land.

We poinled oul Ihal lhe Bureau o:oulc1
po IIibly haft been pay"" for an allotmenl
wbic:b il had no authorily 10 aoquire, while al
lbe same lime lhe aJJotmenl holder could
poosibly haYe been el\io)'illl a double benefit
ia thaI he relained po.lICssion or the aUotmenl
aad could eilher Ir.msfer il 10 olher land he
owns or seD il al Ihe currenl markel value.

In our I\'port, we recommended Ihal. in­
asmuch as the !lureau's appraisal instruclions
were Ihen beine revised. il would be an appro­
priale time 10 revise its inslruclions 10 require
lhal tracl appraisals value crop a1lolmenls sep­
aralely from lhe land and 10 require thaI land
acquisilions be documented 10 show lhal lhe
value of such allolmenls was excluded from
lbe n"",lialed price of lhe land.

In April 1968 Ihe Bureau staled Ihal il
believed il had suc,....fully negolialed prices
wilh "'ndownel'll in lhe besl inle"''S1 of lhe
Government. However. the Bureau concurred
wilh our s,,"estion that instruclions be pre­
pared and issued pertaining to lhe appraisal of
and negolialion for lands which had crop ai­
lolments Ihal the Bureau could not acquire.
The Bureau slaled furlher Ihal such inslruc­
tions were beine prepared and would be i..
sued shortly. (Reporl 10 Direclor. Bureau of
Sporl Fisheries and Wildlire. Deparlmenl of
Ihe Inlcrior, December 29, 1967)

112. USE OF SUITABLE AL TE RNA·
TlVE MATERIAL·.Qur review of selecled
managemenl conhols relaled 10 new vessel
construclion showed Ihal lhe Coasl Guard
had no procedures providing for lhorough
consideration of suitable alternative material
in developing vessel construction specifica­
lions. We found Ihal lhe Coasl Guard had
specirled Ihal stainless .teel be used in com­
panents of certain marine door and hatch as­
semblies although less costly mild stcel could
havc becn used. Aflcr we called Ihis mailer to
the attention of agency officials. they revised
the specificattons for vessels scheduled for
construction to pro"ide for the usc of mild
steel.
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In our report we rec:ommended Ihat the
Commandanl of lhe Coast Guard iniliale ac­
lion 10 require lhal IhorouIh consideralion be
Jiven 10 the use of suitable a1ternalive male­
rial in developinl ...1 construclion specifi­
""lions. 'TIl&' Commandanl staled Ihal in­
creased effort. would be made by the Coast
Guard 10 ensure 1M seleclion of less expen­
sive a1ternaliv. material in ship construction
and 10 provide f1exibilily in specir",alions to
permil shipbuilders 10 usc lhe alternativ.
malerial. (B-IS796S. December S, 1967)

"3. USE OF IN-HOUSE COlT ESTI·
MA TEl IN I"IP CONITRUCTION PROJ­
ECTS-We reported 10 lhe Commaudanl of
lhe Coasl Guard in December 1967 our belicf
thai lOp mal1il\lCmenl shouJd evaluate in­
house COSI esti.nates before conlracling work
out to commercial sources. Our review at the
Coasl Guard Yard .how,'" thaI Ihe Coa.1
Guard had planned 10 eonlract for Ihe provi·
sion and instal"'lion of ecrlain furnilure. fur­
nishings. and fixlures-referred 10 as joiner
work-on three medium-enduranee vessels Ihal
were scheduled 10 be conslrucled allhe Vard.
However. we noled that cost eSlimates 10 do
Ihe work in-house were significantly lower
than th~ prices previously paid to a commer­
cial firm for such work.

The Acting Commandant of Ihe {'oasl
Guard slaled Ihat correclive aclion had been
taken by hcadquarlers. which would result in
Ihe .ubminal of delailcd cost eslimales by the
Yard before conslruclion projects were or­
dered to begin. (8-15796S, o..'Cmber S.
1967)

1M. COMPENIATION IN ACQUIRING
OIL INTE RESTS-In Seplember 19<17. we re­
porled to the Con.,.... Ihat the Corps of En­
gineer.; (Civil Funclions). Department of th.
Army, in acquiring land for two .......oir
projects near Carlyle. lIIillOis, and Tulsa. Okla­
homa, had made payments of ahoul S28 mil­
lion to th. land and mineral owners. Aboul
$7.2 million of that amounl represented the
estimated cost to the Gave-roment for acquir·
iog the mineral inten.'Sts.

Agreemenls enlercd inlo by Ihe Corps



provitkd for p"Yllll'nl 10 the owners for the
full amount or till' I'stillliJtcd oil reserves. Sub­
sclJtll'nt 10 ;Jppr4.lis'll of the estim3h:d oil
n..'Sl·rves. the oWllas w~re pcnnittt'd under the
agr.... cllll'nis to l'xll Jt.:l oil. h;.wing. a fair m'lrket
ill-ground V.lltll· of ahoHt "I,ll million. with­
oul an <IppmprkllL' adjustment of the cost to
t11l.· (;owrnment for acquiring thl' mineral in­
h:rl.·st .. ,

Wl.· suggeskJ to the Secrcl;Jry of the
Army Ilwl the Corps' polidt's and procedures
hI..' It'vi,,t'd to prt'wnt the owners of mineral
inkrt· ... t." from n..·t·l·iving more than just com­
j1l'ns.ttlOll. In al·\.'ord'lI1~l· with our proposal.
till' Corps j..su~d instTlh.:lions to selected divi­
sion and district offkl'S [hi.lt (a) providl'd gen­
\:.'ra\ guidl·!in...·s for lht' IHlrl'hasl..' or subordina­
tion of subsurr<lL'c interests Lind (h) staled that
appropri\Jll' dwnl,!,('s would hI.' m.u.1t: to the
rn~inl'l'r r\.·gul<llions 10 illl'orporah,' thl' Sl'n­
nal glliddines, (B-I(l~IO(l. Sl'pt\!ll1ber 1<),
191(7)

195. COMPENSATION FOR RElOCA·
TlON OF MUNICIPAL FACIL TlES·-ln Feb­
ruary IlJhX. Wt' I"l'porled to the COl1llfl'SS re­
gartling the nCl'd for the Corps of Engilll'l'rs
(Civil Fllndion~). Dl'I'iutmcnt of rhe Army.
to imrrow it!> prol'l'dures for ddl'TlHining the
rOlllpL'llsalioll to be pi.lid to l11unkipalitics for
1111..' relol'alioll of radlilk~·-Slldl .IS streds.
sidewalks. and \Vata and !>('Wl'r systel11s­
l1l'l'l·ssit.lkL! hy th,,' l'onstnu:lion of Federal
w.llt·r rcsolln:~s I'rojcch.

Our rl'vil'\\' sllmwd t1wt thl' Corps. ;'IS a
lI1'III,,·r of g.l..'llcral pra..... icc. had provided (;0111­

p"'nSJlion for munic:ip:lI facilities to scrw lots
whkh Wl'rL' l'XC:CSS 10 lhose required for resi·
lkllb who l'xprl.'ssl·d a tlcsirl'. in a poll. to
1110\'l' 10 a relOL'ution urea. Wl' found thai till'
(·orps. in compensaling four municipalities,
had provided an CJvcnl1:!c of 'Ibout 34 percent
more fal'ililies lhan (hOSL' whidl we hclil'VCtJ
wt:rc Tl'quirt:d to fulfill the kgal ohligalion of
the Governmcnt and innc;'lscd the cost of
th...·sc rdocations by "hout S367.000. We ex­
prcs!o>eJ tht.' opinion thal this pr:lcticc con­
stiluled paYlHent for indirect <Hul spcculativc
damages. which is prohibited by law.

The Corps provided compensation to re-
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locate facilities al Iwo addilional municipali­
ties when, in our opinion, there was sufficient
information available 10 indicale Ihat replace­
menl facililies were nol necessary. (The Fed­
eral courls have held. in e","", relating to mu­
nicipal relocalions. Ihal. where it can be
shown that there is no necessity for substitute
roads or utilily syslems or .-lions thereof.
the Federal Governmenl is required 10 pay
only nominal consideralion.) The combined
cost of relocating Ihe municipal facilities for
these towns was about $412.000.

In brillging these mailers 10 Ihe allen­
lion of Ihe Secretary of the Army. we pro­
posed that Corps procedures he revised 10 re­
quire Ihal. (a) when replacement facilities are
necessary t'or relocating residenl~. no facUities
be provided beyond Ihose nt,ce"sary 10 serve
eligible residents who have indicated their in­
tenlion to move' to the relocation area and (b)
in future municipal relocations, .111 evaluation
I:Jc made of cvidenct' indicating that a contem­
plated relocation may not be necessary.

In April 1968. the Corps issued illstrllc­
tions substanti~llIy in accordance with our
proposals. (B-16()(i28. Febrllary 27. 1968)

196. USE OF CONTRACTOR PERSON­
NEL IN LIEU OF CIVIL SERVICE
PE RSON N EL--Ollr review conlirmed Air
Forer studies-undertaken after we issued a re­
port to the Congress in January 1966 on our
survey of rese;lrclt m.m<lgcment functions
at Cambridlll' Research labonolories-which
showed thai savings would be realized if
some of the research functions being per­
formed by contraclors were performed by
civil service l)erSonncl, The savings would
result I)rim'lfily from reduction. or elimina­
tion. of overhead costs and of profits paid to
the contradors, Our report on the rev~w was
issued to the Congrc!\s in November 1967.

The Air Force study 01" cOlllracts for ser­
vices at the laboraloric!H:osting about S3
million annually-showed a savings poteutial
of $750,000 a year. The amount of the sav­
ings. however. will be les., Ihan estimaled if
consideration is given to Federal income taxes
forfeited. the possibility thai the "'Ontra~tors'



other GowmmeJlt busineII milht abMwb part
of the _rhead<beiJla applied to the.. COlI­
tnct., and other factors.

We belieW that (a) admiJlistratne c:elI­
iJl&il oJIthe availlllillity of cMl..mce penon­
ReI for thclIe jObs and (b)excelliw delays in
aPlJlOVinl or disapprovlna amendments to the
mnpo"" c:elIinp haw, in the .-st, been ma­
jor facton in the continued \lie of contractor
..rvices.

We therefore proposed to the Secretary
or-Defeftllethat:

~·Manpower ceilings made available
to the Laboratories be sufficiently
flexible to enable the laboratories
to acquire civil service employees
to assume the fong-term research
work now being performed within
its facilities by· contractor­
furnished personnel.

··The personnel ceilings of the Lab·
oratories be related to the facili­
ties and research project approval
proce~ses and that appropriate ad·
justments be made ..:onsistent with
such approvals.

--A more expeditious manner of
processing manpower require­
ments be established wi thin the
Department of Defense.

The Department of Defense concurred,
in general, in our finding and advised us that
the civil service personnel authorization at the
Laboratories had been increased to permit
convenion of 25 service contracts to Govern­
ment operation. The Department did not con­
cur, however, in our conclusion that man­
power-ceilillB practices prevent economical
management of prosrams and resources.
(8-146981, November 28,1967)

197. USE OF MOST ADVANTA·
GEOUS SOURCE OF SUPPLY··ln May 1968
we reported to the Congress on our review of
the methods used by the General Services
Administration (GSA) to supply the needs of
Government agencies for certain common-use
items, such as fire extinguishers, light bulbs,
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spark pllllS, stepladders, and office furniture.
We pointed out that opportunities existed for
reducinl supply distribution costs by Iimitinl
agencies' purchases of certain items from
warehouse stocks to tho.. situations where
that method of supply is necessary and advan­
tageous. Our review showed that (a) GSA re­
plenished warehouse stocks for 377 items
through Federal Supply Schedule contracts
and (b) a large percentale of alencios' pur­
chases of these items from warehouse stocks
(about S14.2 million during fiscal year 1967)
could have been obtained through Federal
Supply Schedule <'Gntracts.

We concluded that there was no silnifi­
cant advantase for GSA to act as a secondary
distributor for the bulk of the Government's
needs for these items since alencies could
place their orders direct with Federal Supply
Schedule contractors, subject to the same
tenns, conditions, and prices as were GSA or­
ders. To the extent that asencies' purchases of
these items from warehouse stocks are limited
to those instances where that source of supply
is necessary and advantaseous, GSA can re­
du\.-e its variable costs of procurement, ware­
house handling, and transportation. We esti­
mated that these savings would amount to
about 51 million annually. In addition, GSA's
investment in inventories of the 377 items.
which averaged about 53.2 million during fis­
cal year 1967, could be substantially reduced.

We recommended that GSA determine
the more economical method of supplying
alencies' needs for the 377 items supplied
both from warehouse stocks and through Fed­
eral Supply Schedule contrdcts. We reCom­
mended also that GSA take the actions nec­
essary to ensure th.. ~ agencies obtain their
needs of these items from the appropriare
supply source. In February 1968. GSA in­
formed us that, in response to our proposals,
the relative economies of the different
methods of supply would be studied in a
cost-benefit project to determine optimum
criteria for methods of supply. (8-114807,
May 24, 1968)

198. COST INFORMATION USED
FOR MANAGEMENT DECISIONS··We re-



ported to Ihe Congress in June 1968 that the
General Services Administration (GSA) was
making suppl)' management decisions on the
basis of oYerJlI average cost information
whk'h. in many cases. was inadequate because
of the disparities in costs associated with the
wide range of items available through the
GSA supply programs. On the basis of our
review. we concluded that the development of
refin...·d cost information by GSA was neees·
sary for use in determining the most advanta~
geous methods of meeting the supply require·
ments of Federal agencies. We stated that
sud, cost information would serve as a basis
for ('ffeding improvements in such areas as
(a) estahlishing optimum inventory operating
levels. (h) determining appropriate stocking
patterns. and (e) deciding which items should
be dlfninatcd from the warehouse stocks.

Our rt-vicw showed that the need for an
improved cost information system had been
broughl to the attentIon ot (;SA orticials by
GSA internal auditors in a June I Q63 report.
GSA did not take action 10 implement the
internal auditors' rccomml:ndations until Oc­
lober 1966 when a cost~bcnefit study of sup­
ply opt-rations was approved. Completion of
this study was delayed. howevc:r. as a result of
attention given another project.

We proposed that the Administrator of
General Services require that appropriate prj·
ority be given to (a) completing the cost­
benelit sludy and (b) implementing an ade­
quate cost information system for use in the
supply decisionmaking process. The Adminis­
trator advised us that our proposals would be
implemenled and that the cost-bene til study
would be given appropriate priority.
(8-1 14807.June 26. 1968)

199. LEASE IN LIEU OF PURCHASE
OF TWO·WAY RADIO EQUIPMENT·-In a re­
porI issued 10 Ihe Congress in May 1968. we
staled Ihat. as of May 31. 1966. II civil
agencies were leasing two-way radio equip­
ment from two manufacturers at an annual
cosl of S744.000. Most of the equipment was
being leased by the Atomic Energy Commis­
sion. the Department of the Interior. the Fed­
eral Aviation Administration. the National
Aeronautics and Space Administration. and
the Post Oflice Department (POD).

120

On the hasis of ow lease/~~

comparison. we estimated that, hid the .....
cies purchased, rather tluln 1eaIod. the eq!dp­
ment. cost reductions rlJllinl from II percent
for portable radios to 46 percent for mobile
radios could h..e been .....i~· over a S-year
period. the minimum estimated useful life of
the equipment. We found that this situation
was ~used in many instan_by the lad; of
ad.quate cost studies by .ncy ~nel
prior to entering into leasing apeements.

General guidelines for makin. leue-or­
purchase determinatiOnS were issued by the
General Services Administration in February
1966 and arc contained in the Federal Prop­
erty Management Reaulations. Allo. in
August 1967 Bureau of the Budaet Circular
No. A-76. which established policies for
aequirin. commercial or industrial )IlOducts
and services for Government use, was revised
to require that agencies apply the principles
sct forth in the circular when makin, judJ­
ments with rel!lnd to lease venus pun:baoe of
e1luipment. We believe that. if these JUidelines
are properly observed. two-way radio equip­
ment will be acquired. in the future. by the
most economical method.

Several of the agencies agreed that pur­
chasing such equipment was feasible and
would be more economical under certain cir­
cumstances. POD, however. advised us that its
cost study showed that leasing. rather than
purchasing. the equipment would result in
savings. Since OIlr evaluation of the cost data
furnished us by POD indicated that the costs
associated with purchasin, appeared to be
substantially oventated. we recommended
that the Postmaster General reevaluate the
POD practice of leasilll two-way radio equip­
ment.

The Department of the Interior cited the
lack of in-house maintenance capability u a
justifICation for leasInJ at some locations. We
believe that. pnenlly. purchasi", Ihould nol
be deterred by the lack of an in-house mainte­
nance capability becauR maintenance of pur­
chased equipment could be performed by
commercial service lirms under contract. We
recommended that tbe Secretary of the Inte·
rior require a reevaluation of the practice of



leasing two-way radios at those locations.
(8-160410, May 27,1968)

200_ PROCUREMENT OF VlTAL
STAT1STICAL DATA--In our report of Feb­
ruary 1968 to Ihe Surgeon General, Publie
Health Service, Department of Health, Educa­
tion, and Welfare, we pointed out that the
National Center for Health Statistics could
possibly achieve signincant economies for the
Government through the purchase of needed
statistical data from the States in the foml of
punched cards or magnetic tape in lieu of pur­
chasing microfilm images of the original birth,
death, and other yital records.

Our observations of procurement trans­
actions from a numbel' of States using auto­
matic data processing methods indicated that
the pnrchase of punched cards, or possibly
magnetic tape, could rl'Sult in lower costs to
the Goyemment than the purchase of micro­
filmed images. particularly if the Center could
reduce or discontinuc its own coding. and
punching operations. We estimated Ihal tolal
costs of purchasing microfilmed images and of
coding amI punching operations for fiscal year
196!> amountcd 10 aboUI S450,000.

In comm~nljng on ollr suggestions, Cen­
tcr officials expressed the opinion that ccon·
omies through a change of procuremcnt
method were not practicable because dircct
aCcess to the filmed records was rl'<IUtred for
program rCilsonS and punched cards or these
records would be unsuited to selVe present
aOO developing needs for national vital statis·
tics, Nevertheless. we stated our belief that
the continuously advancing statc of the arts in
lhe field of computer technology may open
up new possibililics of coopen.ltion between
the States and the Federal Government. and
we called attention to thl' increasing volullle
of vital statistical data hcil1~ recorded hy the
States on punched c.:artls or tupe, which l'ould
also cover lhe FedcrJI needs,

In April 19M~, Puhlic.: He:lllh Service of­
fICials informt:d liS that till'>' I1ml reexamined
the reservations carli<.'r C'xpresscd and, accord­
ing.ly, would explore (he possilJility of d~­

vcloping il me,lIlS of Ul:ct'pting the ma~ndlc

lapes of States equipped to proYide them and
willing and able to prepare dala according to
the specifICations of Ihe Center. (Report to
Surgeon General, Public Health Service, De­
partment of Hcalth, Education, and Welfare,
February 16, 1968)

201. USE OF CURRENT COST OR
PRICING DATA--In our reporl to the Con­
gress on our review of t.arget costs negoti'lted
for a eontracl awarded by the National Aero­
naulics and Space Administration «NASA) to
The Bendix Corporation. we noted that the
target cost proposed by the contractor and
accepted by the Marshall Space Flight Center
indue.h..~ amounts for materials and other fl.....

lated cosl'\ which wen~ overstated by about
$2.1 million when compared with the most
curn:nt dat'l available prior to negotiations.
As a result. the fee payable under the contract
was b'lscd on overstated costs. and th*= tot.11
fcc payable undc-r the contract exce*=ded by
about $595.000 the all10unl thaI would have
b,,-en payable if Ihe larb..t cost had been based
upon the most current data available before
the stotrt of negotiations. The contract was a
cost-plus-inccntive-ft.'c type of contr,lct for
th~ procurement or ST· I ~4 sfabilizcd plat­
forlll systems USl'<.l in the guidance of the
Saturn laundl vchidcs in tht' Apollo Manned
Flight Progr:Jm.

Under the rc()uin::ments of Public L:.lw
87-65.1-lhe "Trulh in Negotiations Act"­
contmdors are rc(luired 10 usc current cost or
pricing dala in arriving at the cost of a con­
tract

We stated thai il was our belief thai the
higher targd cost had been negutiated be­
Ci1US~ the contmctor had not updated its pro­
posal 10 eliminate certain unneeded parts :'lI1d
to recognize that it hou.1 obtained lower sup­
plier prices prior to executing the required
certificate of current pricing. We .. Iso ex­
pressed tht' view that the Marshall Space
Flight Center had not adequately evaluated
malerial quantith.'s in the contrm:tor's pro-­
posal or given adequall..' recognition 10 the in­
formation provided by the Defense Contrad
Audit Agency, which. while not l'omplcte be­
cause the audit hau not hcen finished. ncver-
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lhele~' indicated that the larget cost data pro­
vided by the contractor was questionable.

NASA concurred in our findings and ad­
vised us that the contracting offICer was
t.king the necessary aclion to reduce both the
contract target cost and the fee. Substantially
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in line with our jHopouJs, NASA also issued a
revision to its procurement repdalions which
should result in more effec;tive evaluations of
contractors' proposals. The contractor, how­
ever, e .. pressed disaareemenl ",lIh our
findings and conclusions. (8-161366, Sep­
tember 24, 1968)



PROPERTY MANAGEMENT

CONTROL OVER PROPERTY

202. MANAGEMENT OF EQUIPMENT·
·In May 1%8, we reporled Ihal our review of
the management of capitalized equipment in
the Bureau of Indian Anairs, Department of
the Interior, showed that certain items had
received lillie or no use and that other items
had been "'lowed to remain in an unservice­
able condition, without action having been
laken to redistribute, dispose of, or repair the
equipment. We concluded Ihat the Bureau's
system for managing capitalized equipmenl
needed improvemenls such ..~ more complele
utilization records. independent physical in·
ventories. and reports to area and agency
management on the. use and condition of the
equipment.

Therefore. we recommended that Ihe
Secretary of Ihe Inlerior direct the Bureau to
require Ihat (a) ulilizalion records be main­
lained for hit-h-value and high-demand ilems
of capilalized road construction ''quipmenl.
(b) physical invenloril.. of capitalized equip­
ment ~ tak~n or verified by Bureau person·
nel who are not responsible for the cnslody of
the equipmenl. (c) independent inquiry into
the condition and extenl of ulilization of Ihe
equipment be included in inventories of capi·
lalizedequipmenl and (d) upon complelion of
Ihe invenlories. reports for each inslallation
be prepared by Iypes of equipment, showing
the number of items and Iheir value. condi­
tion, utilization, net.-d. and rcpo!irability.

Informalion furnished 10 us in the De­
partmcnfs comments on our findings and in
subsequent discussions with Department and
Bureau officials indicated that the actions
contemplated in the recommendations had
been initiated or w~re planned.

We reported also that, on the basis of
our fCview. we believed that additional steps

were required to improve the management of
..hooI equipment. There were snbstantial dif­
ferences in Ihe amount of equipment at
schools having similar enrollmenls and pro­
grams because equipment requirements. be­
yond those provided for in the Bureau's stan­
dards for equipment initially furnished to new
""hools, were determined by local school of­
ficials. We believed that lhese differences re­
sulted primarily from some schools determin·
ing their equipment needs on the basis of
pooling equipment for the use of several class­
rooms and teach~ni while other ~hools were
determining their l".-quipment nel".~s on the ba­
sis of individual classroom and teadu:r re­
quirements.

Therefore, we recommended thai lhe
school equipmenl standards be adjusted...,
appropriate. on Ihe basis of oper4ting experi­
ence. including consideration of pooling ar·
rangemenIs. and Ihat such standards be used
for evalualing requests for addilional school
equipment. We recommended furl her Ihat Ihe
reports which were to ~ prepared upon com­
pletion of physical inventories, ~IS recom­
mended in item d above. be compared with
the adjusted equipm~nt standards to assist in
making informed judgments on the need to
redistribute. dispose of. repair, and pnx:urc
school equipment.

Subsequent infonnation obtainl".~ from
the Bureau indicated that the Bureau had ini·
Hated final action 011 the additional steps re­
quired to improve the management of school
equipment included in our recommendation.
(B-1 14868, May 28, 19(8)

203. MANAGEMENT OF LANDHOLD·
INGS--In a r~port to the Congress in January
1968, we conduded th~lt the Coast GlIOlrd was
retaining a considenlblc a(nount of land which
st:emed to be excess to its current and
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planuc:d lll'l'l!S hl'\.·ause lht.' ("nast Guard had
nol lk'W!Upl'd :.I rro~rall1 for systcmatically
rt:vh..win~ ils lanllholding..o;;;.

Our n,'vil'W in four of tht:' 12 Coast
Guard di"tril..:ls "howell lhat. of the 10,745
;h,:rl'S hl'ld hy t1wSt.' districts as of June 30,
IlJ6h... hout 1500 may haw been excess to
thl' nl'l'lIs of Ihe ('O:'lst Guard. Information
supplied hy 101..''11 fl'ullors :'Ind Coast Guard
t1istrkt offid:l1s indicatcd tlmt. of the 1.500
al,,'res. ahout 400 Iwtl :.J total value of about
S~SO.OOO. We diu not obtain valuation infor­
mation for thL' rClllaining: 1,100 acres.

We proposed Ihal thl.' Commandant of
the ('oast (;uard requirt' that ca{;h dislrict of­
riet:' ~( up a fl'vil'W program to evaluate sys­
tl'matkally thl' conlinuing nel'd for landhold­
ings :IIH..I that heauquarl\.'rs furnish the nCl'C~'\­

ary ~lIif.1l.'/incs ror impll'llll'nting such a pro­
gnm. We proposed also that the ('ommanu.lI1t
dispose of thc land dtrt! in our report. which,
upon n:vlL'w, proVl'J to he eXL'C~'\ to Coast
GlHml Ill'l'ds.

In his Idler of AlI~ust ~3, IQ67. thc
C0l11111<1mlant agr\.'cd that <.k'finitive instruc­
tions from h~adqll:.Jrlt'r" were needed to bring
about iI svstl'nwtic evaluation of the Coast
G ll<.lrtl's j:.Jndholdings. In February 1968,
Coast Guard I-Ieadqu<lrtcrs issllL,d guidelines
for implt.'lllcnting a progrilll1 for systemati­
cally and continuously rl'vicwing its landhold­
ings. MOTL'OWT as of April 10. 1968, the Coast
Guard had laken al'lion to dispose of ahoul
965 acres at fiVt.' of the 10 1000'ations men­
tioned in our report. (8-118650. January 15.
I9hX)

204. CONTROLLING SHELF·LIFE MA·
TERIAL·-Our revicw of shelf-HIe material
al fOUT Coasl Guard installations showed that.
hetause uf Ihe I<lck of inventory control.
nul1t~rous items of overagc material were
stockt'd in inventory as ready for issue. More­
OWL in many instanct.'s. we found that over­
age material made up the entire stock of
certain line items. The prt:'sence of overage
stock in inventory ultimately results in in-

creased cosl. and could arrectthe operational
readiness of the Coast Guard.

A. a result of our review, Coast Guard
official. at the four inslallations we reviewed

·~ad laken or had promised to lake corrective
action. Moreover Coasl Guard Headquarlers
issned inslructions, for Coasl Guard·wide ap­
plicalion, designed to improve the manase­
menl of shelf·life malerial. (8-114851, Janu·
ary 5, 19(8)

205, INVENTOR·' LEVELS OF SPARE
EOUIPMENT··Our review of invenlories of
spare airborne electronic equipment at five
Coa.1 Guard air slalions showed Ihal Ihe air
stations maintained numerous items of equip.
IlIcnt in excess of the amount of equipment
authorized. The Coa.1 Guard's invenlory re·
porting system provided that current i~

IIentory information for all air stations be
available to headquarters; however, we found
that there were numerous discrepancies be·
lween Ihe quantities of equipment on hand
and Ih. quanlities reported 10 headquarters.
Also, the ('oasl Guard H""dquarten did nol

lI1sidcr th~ air stations' exces.~ at the time
ldditional equipment was purchased.

As a result of our review, Coast Guard
~Icadquarters issued an instruction which re­
quired Ihal the air slalions lurn in 10 Ihe Air·
craft Repair and Supply Center thaI airborne
electronic equipment on hand in excess of
lhal allowed. The inslruelion also called al­
tcntion to the need for more accurate report·
ing of on·I1•.II1d airborne electronic equipment
so that the rerorts can serve as planning docu­
ments for future procurements,

We believe that Ihe in.truction iss""d by
I he ('oast Guan!, if continuously imple·
menled. will serve 10 reduce the possibility of
air stations' accu11Iul.ltinl!t excess equipment
and 10 slrenglhen procuremenl planning wilh­
in Ihe Coast Guard. (8-114851. January S,
1968)

206, CONTROLS OVER THE VALUA·
TlON OF PROPERTlES··Our review of Ihe
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manaaemenl (:Onlrols of lhe Panama· Canal
Company over its .ccounliiIJ for lhe us" of
cert.in properties showed Ih.1 Ihere w.s •
need 10 slrellllhen coJilrols 10 improve fIC·

counlilll for the valuation of property. We
found insllln¢es Where lhe Govemmcnt's nel
direcl inveitlilenl in the Company had been
uilderstaled. This resulled in lhe Company's
inleresl payi1lelils 10 Ihe Treasury beilll less
IMn lhe IIlltOunts which should h.ve been
paid.

The Company increased lhe Govern­
menl's investmenl by aboul $1,055,000 and
$725,000 In 1967 and 1966, respeclively, by
reduelni valuallon allowanC\'! for certain
propartits. A~ a resull of Ihese :ldjustmenls.
lhe Company made. ret10llClive interest pay'
ment to the Treasury in fISCal year 1966 of
about $11·3,000 and, at Junc 30, 1966, ad·
ditional retroaclivc inlerest of aboul $75,000
was payable 10 the Tre.sury. In :lddilion.
Ihese .djustrllenls resulted in an eslimated in·
cre.se of aboill 566,000 in fUlure annual io­
terest paynienls to lhe Tre...ury.

Tbese .djustments. involvinS reductions
10 certain special v.lualion .lIowances, reo
sulted primarily from our review and from
subsequent work performed by lhe Com·
pany's internal .uditors, which indicated that
for several years increased use h:ld been made
of cerlain properties where the recorded
values Md been offset by special valuation .l­
Iow.""..s witbout these properties being ....e­
tivat,-d or the ,'Orrespondins increases being
made to tbe inlerest-bearins inventment of
tbe United Slates Government. In .ccordance
witb tbe Canal Zone Code, the special v.lua·
lion allowances Md been est.blished 10 give
re.'Ognition 10 Ihc economically usable values
of cerl.in .ssels, which were determined to be
less Ih.n COSI, and to certain properly v.lues
which were allocable to n.lional defense.

In th. inle""1 of improving Ihe controls
relating to accounting for the use of prop­
erties offset by special valuation allowances,
we recommended in a reporl 10 the Consress
in July 1968. Ihat Ihe policies governins the
use of such prop~rties either be enforced or
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appropriately modirled. We recommended
also lhal adequate accountins records show·
inS cunent property usaae be m.intained and
that periodic reports be m.de 10 appropriate
a.:oountina .nd manasement ofr..:iaIs on Ihe
currenl stalus of sucb properties. Wc further
recommended that the Company m.ke are·
view of lhe speci.1 valuation allow-ances wilh
a view tow.rd reduelns such allowances where
appropriate on the basis of more current con­
ditiollS """ adjustilll the inlerest paymenls 10
the Tre.sury aC<'Ol'diqly.

The President of lhe Panama Canal Com·
pany .sreed with our findinllS and recom·
mendations and informed us Ihal certain ac·
lions had been or would be laken 10 improVe
Ihe controls over properties offsel by special
v.luation allowances. (8·114839, July 9,
19(>8)

207. ACCOUNTING FOR PROPERTIES
RECEIVED ON LOAN·.()ur review of Ihe
Panama Canal Company's conlrols over prop­
erty showed Ibal Ihere was a need for the
Company to revise ils accounling policies and
praclices wilh respect 10 properlies which
were acquin:d on a c.:ostafree 'Oiln basis from
other Government aaencies and Were relained
for an exlended period of lime. 'nasmuch as
Ihe value of properties a."OIlnled for on a
loan basis was not included in the interest·
be.rinS nel diroct inveslment of Ihe Uniled
States Government, annual interest payments
to lhe Treasury were nol charged during Ihe
period that the Cmnp.ny had custody and use
of tbe properties.

T~e Compan;; obtained a launch, valued
al .boul $85,750, from Ihe Army on a cosl­
free loan basis from Seplember 1959 10. Janu­
ary .968 under a series of I·year loan agree­
ments. As the asset was considered to ~ a
loan, its value was not included in the {'om­
pany's asset account or in th.: Government's
interest·bearing investment ac(,.'Oun., the re­
lated inten.--st and depreciation ~xpensc was
not chorsed to Ihe Company's operations, and
the corresponding interest payments were not
made 10 tbe Treasury. We estimared Ihal Ihe



proper impkmcnti.ltioll of this transfer agree­
m~nt should result in a retroactive interest
payment to the Treasury or aboul S21,2OO a"
well as an inL'fcase in future interest payments
to the Treasury of about $3,100 a year, We
noted thnt two other pieces of equipment ob·
lained from the Na\'y had an estimated tro:ms­
feT value of ..houR S5("OOO which, if added to
the intcr~st-bt'uring invl:stment of the United
Slates Government. would result in increased
annw.tl puyments to the Treasury of about
S~.IOO.

There is no slOIlutory requirement th~#.

the value of p.opl'rtics on loan to the Com­
pany are (0 be included in the interest-bearing
investment of the United States Government;
however. thl' Company receives essentially the
sam~ benefits from property on loan as from
property transfl'rred from other Fl'deral agen·
des. whkh is required to be i.ldeled to the
intcrest-hl'i.Iring iIWl'~tllll'llt of the United

. Stah.'s Guwrnment.

\Ill' proposcu (0 (hl' president of the
Company l'l'rtain prol"cdl'res that were de­
signrd to provide <Iclounting treatment for
the utilization of pruperties which the Com­
pany hOld acquired from other a~encies on au
extende{l loan basi!'i compar:lblc to the ac­
counting trcatment for properties ,Iequired
fwm al!clll'ies through transfer agreements,
The president of the Company inforrr.i..'u us
that the Company woulll <tttcmpt to develop
an arrangemel-l to pi.ly the lending agency a
rental fcC' cquivdlent to interest .md deprecia­
tion ~11 the propl'rly acquired on an extended
loan basis. We therefore recommended in a
report to the rongl\"'~ in July 1968 that the
Company make the necessary arrangements
with the Icnding agency whereby the Com·
pany wOIIIJ pay a rental charge for deposit as
III iSL-ellancolis recdpts into the Treasury,
(B-114839.July9.1968)

208. ARMY SUPPLIES IN VIETNAM-­
We reviewed cl'rtain aspects of the Army's
management of supplies in the Republic of
Vietnam, Our report on this review was is.'liued
to the Congress in June 1968. In our opinion.
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the Army supply system bad been rapDnsiYe
to the combat .-dI of lIIe Il;IiIItuy L!ftiIs in
Vietnam despite achene c:oad!tions. tile hiIb
level of support bad been~d. however,
through costly and ineffICient iUpply proce­
dures.

tile Army had re<:optized many of Its
supply manasement pioblems and i!litiated
certain correetive actions prior to the time of
our review. We noted, h-.-. area which in
our opinion warranted additional manqe­
ment attention, as follows:

--The development of accurate data
relating to stocks on hand or con·
surned in order to facititate deter­
minations of supply requirements
and to preclude imbalances of
stoclc .

·-The identification and redistribu­
tion of large quantities of eliCcess
malerial now in Vietnam.

." The development of programs to
ensure the prompt return of re­
pairable components to the supply
system.

··The institution of procedures de­
signed 10 increase both intraser·
vice and interservice utilization of
available supplies,

··The enforcement of greatSf' suppl.,.
discipline in order to reduce to a
minimum the costly shipment of
supplies under high-priority req
uisi lions.

Althouah the Army a....d with our
findiftlS' it did not apee with certain of our
proposals for improved procedlUeS. We JeCOI­
Iiized that the ma~ment emphasis beilll
applied by lhe Army wllllkl tend to improve
supply discipline and help to rorreet the prob­
kms. We believed, however, that such empha­
sis by il..lf was not sufficient. Therefore, we
recommended to the Secretary of the Army
tll.t certain of our proposals for improved
procedures he reconsidered.



On AlIjpISt 28, 1968, the Army adYised
\IS thaI the proposals were under review.
(B-160163,JiJne21,1968)

201. STOCK RECORD BALANCES··1n
our ieView of controls OYer depot inventories
within the Department of Defe_. we" found
that substantial differences existed between
stock record balances and the ac:Iual quanti­
ties of items in iJWentories thfOlll\lout the de­
pot supply systems. Durilll fiscal years 1965
and 1966, stock re~:ords of selected depol in­
ventories-averaging in value about SI0.4 bi(­
\Ioll~h.d to be adjusted up or down an aver­
ale of 52.4 billion annually in order to bring
them into alreement with the physical inven­
tory quantities.

In a report issued to the Congress in
November 1961, we pointed out that these
inaccuracies in the invenlory stock re~:ords re­
sulted from inad<.'Quote conlrol over docu­
mentalion affectilll inventory records as well
as inadequate control over the physical 3li5ets
and lhat increased management attention wa.,
needed 01 all levels.

Department of Defense ofrlCials advised
us Ihal Ihe mililary services and Ihe Defense
Supply Agency had iniliated specific pro­
grams 10 eliminale the problems discussed in
our report and were inslalling new procedures
designed to provide more accurate inventory
controls. (8-146828, November 14, 1961)

210. STOCK LEVELS OF GROUND
SUPPORT EOUIPMENT FOR AIRCRAFT··
As pari of Ihe production conlrJCls for the
F-4 aircraft, Ihe Navy and Air Force procured
aboul 2.500 items of ground supporl equip­
menl (items required 10 inspecl. service. re­
pair, safeguard, tr,msport, or otherwise main­
tain Ihe aircraft in operational slalus). Our
review of lhe ulilizalion of 562 of Ihe items
showed Ihal Ihe aUlhorized a1lowanc<'S for
129 of Ihem, 23 percent, wcre queslio""ble.

In our report issued to the Congress in
November 1967 we staled that, had the Navy
and Air Force made detailed reviews of actual
needs for the equipment and had they coor-
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dinated such needs dfectively, procuremenl
COlIs could have been reduced by aboul S1.2
million, Also, costs amounling 10 as much as
S12.5 million could have been avoided or de­
ferred, had Ihe Navy and Air Force properly
considered the equipment already on hand in
relation to Ihe number of aircraft to be sup­
ported,

11le Departmenl of Defeme informed us
of improved procedures and management
techniques established or planned in Ihe De­
partment of Defense. These measures should
improve the interse..iee and intraservice de­
lerminations of needs for ground support
equipment. We plan to evaluate the effeelive­
ness of these measures as parI of our continu­
illl review of supply management. (8-152500.
November 13, 1961)

2", STOCK LEVELS OF FLAM".
THROWERS·-ln our report issued 10 Ihe Con­
gress in Ap·i1 1968, we staled Ihal Army I'ro­
cedures did nol, in ollr opinion. provide a
systemalic melhod for lhe communication
and consideration of recommended changes in
plans lhal affecl <,<!uipmenl requirements. We
found Ihat, had Army officials given timely
consideration to recomlllendations Ihat usage
of the M-132 flamethrowers be more limiled
Iha:, had been planned. the' Ilamelhrowe...
might not have been purchased in excess
~uanlilies.

The contracts for the excess quantities
were subsequently lerminated al an eslimaled
loss to the Government of aboul 52.1 million
(term:nalion and related costs of about 54
million less value of llsable eomponenls of
S1.3 million).

We advised Ihe Secrelary of Defense thai
there was a need for systematic procedun:'S to
ac(."Omplish two things: First, to ensure fannal
eonsideralion of recommendations affecling
procuremenl by lOp levels of command; and
second, to ensure timely follow-up aelion by
subordinate commands to determine wllL~ther

their recommendations had been accepted or
rejected, Therefore, we suggesled thaI Ihe
Army eslablish appropriale procedures to



;Jl'l'omplish thi!<o. The Army l:oncurred in our
suggestions <1m) advised 1I~ of procedural
changes that had been recently completed or
were nearing l·ompJetion. (8-146802, April
24. 19(8)

212. STOCK LEVELS OF MISSILE RE·
PAIR PARTS,·Our review of requirements
computations for expensive missile repair
parts by the Army Missile Command showed
a number of problem areas. In our report is·
sued to tht" Congress in May 1968, we pointed
out that these .. rc,.Is rdated primarily tc (a)
inadeql1;Jl'Y of <Js!\.et <Ind demand data rr..:ceived
from user adivitics. (bl failure of inventory
managl'rs to al·l"uralcly compile, rcvk~w, and
usc historil'al supply data, and (c) incon·
s.istenl·y in thl' il1lplt~mclltation of supply
I1lallagcllll'nl prol"cc..lurcs and guidelines. These
problem areas l.'olltrihuted 10 imbalances in
the 'iupply SySll'lll. In some instances under·
p··Q\.;lft.'mcn'!\. Wl'Tl 1lI<.H.!l' which could lead to

. '\upply shorlagl's. In 'llhl'r instances overpro­
l'urel11cnts wcrt' m:u.k which could lead to ex­
t:l'SS material.

The- Army agreed g~fll'rally with our
lifldin~s and l'ondusions and initiated several
corrective actions. CIl- 11>3706. May 27. 19(8)

213. BACK·ORDERED REQUISITIONS
FOR STOC K··ln a report issued to the {.O:l­

gn:~<; in OL'loOcr 19h7. we staled that slIflrly
effedivcncss III lhc Air Force could be irn~

proved and the volume of assets on back or­
ders l·ould be si~nificantly reduced (a) by l"."S.

tablishing prot:l'durcs at thl' b"sc level to en·
surc prompl l'ant:dlut,Ln of back orders for
items no longer rcq.:ired and (bl by taking
prompt physkal inventories at supply depots
of ikms on back order. Invalid back orders
c.m result in (a) unnecessary or uneconomical
procurement Or repair of stock. (b) unneces-­
sary redislribulion or stock. and (c) denia~ of
stock to installations where it is actually
needed.

Our statistical sampling of baek-ordered
items al 9 Air Force bases representing 5 Air
Foree commands showed Ihal aboul 51.2 mil·
lion or 22 percenl of Ihe back orders were for

invalid requisitions. 8aJe offlCia1s canceled
aboul 5130,000 worth of the inVilid back
orders in response to our fiodinp. On ·the ba­
sis of a proj""tion of our f"mdi..... we esti­
mated that aoout 5103 million of the SUI
million of back orders at the 5 Air Force com­
mands represented by the bases we visited
could have been canceled. (The value of mao
terial on back orden at all Air Force com­
mands at May 31, 1966. was about S875 mil­
lion.)

The invalid back orden inchtded (a) req­
uisitions for stock in excess of needs, (b) req­
uisitions for stock already on hand but not
reflected in stock records and therefore' not
known to be on hand, (c) requisitions which
should have been reduced or canceled when
requirements for the stock were subsequently
revised. and (d) requisitions which duplicated
earlier requisitions,

We re<-ommended that the Air Force es·
tablish a uniform system of r""ords at the
usin~·activity level to adequately controlllllt­
standing requisitions. In response to our rec·
omm.endation. the Air Force has expresoed its
belief Ihat the exisling system, which is based
on maintenance of records on a computer at a
central location, is the most cost effective and
can provide the information necessary for ef­
feelive management at the using-activity level.
The Air Force stated that it recognized the
need for beller training al the usilll-activity
level in Ihe use of information available and
that suc·h training would be provided.
(B-I(,2152,October 31. 1967)

214. RETURN OF UNSERVICEABLE
SPARE PARTS FOR REPAIR AND REtS·
SUE··Onr review of about 12,000 issues of
spare parts at seven Army installations, which
should have resllited in the return of a like
quantity of unserviceable parts, showed Ihat
some 70 percent of the unserviceable parts
were not returned to maintenance acti.i1ies
for repair and reissue. The principal rea","s,
as stated in our report issued to tbe Congress
in January 1968, were (a) incorrect and in-

. consistent recoverabiJity codinl!S in publica­
tions issued by the national inventory control
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~and.(bl inaction'by ...pp1y activities 10
ciiltljlUIlC'retum or repalribfe items.

~~partmeltl or the Army ~ncllrred

inOQt.'fin~iipand teAA' ~t1on to'improve Its
.,.•.. ".•.. ·m··.·n·t· 'of, r.·p··MIlle _ .... -rt...m.."'.Ie. ". .....-- ....
(8'146874, ,J_ry 23; 1.968)

~11, c;'Ul'l,iti~ FOil MANU"ACTUII·
I.NG AN.D ITC)c;kING AEIIONlIiUl'lCAL
"""~11i ·'AIITI.·ln Nay 1968 w. ISSIIed a
~port'to tile C'onpess on our rev,ieW or Ih,e
li/hy~s maJlliIerileJiI or aeronaul..:al "'.."
...... JiwiUfaCtlllCd al fOllr naQl air slalions.
We foUnd' that as much as 80 pclCClIt of the
cIoII!tr Yillile Orlhe~ ilems on hand al Ihe fOllr
stations were excess, The excess slock on
hand was valUed III aboul 53.7 million. In ad­
dition we fOWld Ihat these fOllr stallons had
d~ or aboul $2.2 million worlh of ex,
CllSS qllanlilies of such stock in Ihe period
July I, 1963, 10 March 31, 1966.

We propo~d Ihal Ihe Navy review ils
manaaemenl or nonslandard aeronalllical "'­
pair ..rts and develop realistic .-ritllria to
JO¥Crn manllfactllrilll and stockilll and lhal
perloclic follow~p reviews be made 10 ensure
adherence 10 lhese crileria. The Navy al!feed
and advned lIS of specific acllons Ihat wOllld
be laken 10 improve managemeul. (8-133396.
May 21,1968)

21•. INFORMATION ON EOUIPMEN.T
IN USE··We issued a report 10 Ihe Conl!fess '"
December 1967. on ollr follow-up review
which showed Ihal. although Ihe Air Force
had, afler our earlier review (8-133361. June
1961), sicnificanlly improved its procedu",s
for lhe management of nonexpendable eqUIp­
menl, lhere was a need for further improve­
ment in managemenl conlrols over Ihe Iwo
major elemenls of the equipment manage­
meul system-the validily of authorizalions
and Ihe accurdCY of reporled invenlories of
in-use assets.

We found Ihat incomplele invenlory in­
formalion had been reporled and used in Ihe
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flscaI y_ 1966 requirements complilalions.
Out review I1iowe(I thai eqllipmenl valued al
abolll 544 millio11 had 'lIilen neilher reported
fpr use in cOmpulm. reqlliremenls nor olher·
wise accollnled for. We fOllnd also Ihal Ihe
praclices follOwed in laldill physical inven­
laries al lhe baseS did not """,ide the neces­
sary ~nlrols 10 etISlI'" Ihal all assels WOllld
be COllnled and thai the same ......IS WOllld
nol be COllDted twice.

Ottr review of Ihe data used in compul­
ina fiscal year 1966 procuremenl ,....uire­
menlS showed lhal over 58 miUion of the sr.s
milliol', of compuled requiremenls was nol
nee4ed and lhal abolll 520 million of Ihe re­
maining 557 million ..... qllCSlionoble. We dis·
cus""d Ihis wilh Air Force officials and. as a
result. Ihe requiremenls for several high-cost
ilems were re.'Ompuled and aboul 53 million
of planned procurement was canceled.

11le Air Force concurred generally in our
findinss and proposals for improvements in
Ihe equipmenl manasemenl syslem. We were
advised of aclions eilher laken or planned 10
ensure closer adherence 10 prescribed proce­
dures for forecastina and conlrollilll equip­
menl aulhorizalions. We were also advised
lhal Ihe Air Force inlended 10 silidy Ihe fea­
sibilily of incorpor.ling additional dala into
ils compuler procr.ms for manaaing nonex'
pendable equipmenl 10 provide a basis for pe'
riodic verificallon and reconcili.lion of
reported inventories of in~se equipment.
(8-133361, December 5,1967)

217. L OW.COST. LOW·OEMANO
STOC K IN SUPPL Y SYSTEM-·We fOllnd Ih.1
more Ih.n 860,000 low-cosl spare parts. for
which Ihere had been no demand for .ppre·
ciable periods, we", beina stocked by Ihe
Navy and Ihe Defense Supply Agency. There
were many other similar items for which there
h.d been bul lillie demand over a number of
years. In our reporl issued 10 Ihe Congress in
Oclober 1967, we poinled out Ih.1 signifieanl
savings in managemenl and storage costs
could be realized by eliminaling from lhe sup­
ply system those items nol wananting
retention.



lllt~ Dcpnrtl1lcnt .. f Defense had insti·
tuted a program to id,:ntify and eliminate
slU:h ifl'ms. TIll' program was deferred, how·
evcr, because of a high~r priority project. We
Wl're infornH.'d that the progn.lm would be rc­
SUIl1l..'d at the l'arliesl opportunity. (8-133118,
October .11. 1%7)

218. 'DUPLICATED INVENTORIES IN
SUPPLY SYSTEM··We reviewed the Navy's
pra..:tkt: of stocking. for further distribution.
mah.'riill whil.:h is normally prOl:urcd, stocked,
and distributed tn Go...·('rtlmcnt org;.lI1izations
hy thl' Gt'llcral Services Administration
(GSA). Our report on this review was issued
10 the ('ongn.'ss in May 1<)68, On the basis of
our rl'vil'w. Wl' concluded that Navy wholes:'lle
invcntoriL's and similar GSA invenlork's held
for N..IVY lISl' unnel'('ssarily duplic:'lted each
otlll'r amI resulted in duplicate management
and warl'ilOlIsing. flll1 ...'liol1!ii in the Government
supply '\ystell1 as a whole.

We l'ondllded t1wl invcntories valued at
abollt 58,5 million, and related managemenl
.md wart.'hollsin~ fUIll'tions, ....ould be elimi­
naled from th~ wholesa1t' stOl:ks of dth~r the

avy Of GSA, To the c.:xlt'nt that t1upliC4ltion
of stol.:k could bt: dimin~llc.:d, Ihe GowfIlmcnt
would fcali7.(, not only increased crficiency in
stol.:k managcJ1)('nt but also annual savings of
up to 5940.000. We suggested tho!. for those
ill'ms stO::kl'd hy GSA, Iht' N~I\'y overseas
stol.:k points. '\upply ships, and fleet adivHies
wHhin contincntal Unill'd States wakrs I"Cqui­
sition Iheir rl'quircmcnts diredly from GSA.

Thc Navy lIhJ not believe thal this would
be feasible wHh rcspl'ct to overseas stock
points and supply ships hul did agree to rc­
vil;.·w the l'xisling arrangemenls for supply sup­
porI. GSA l'xprc.:ssed the opinion th'll the poo­
ccdurc.: of dirt'l't requisilioning from GSA W.iIS
Ihe most cconomil.:al mdhod of supply sup­
port l'xl:ept ill tho'\l' L'ases where the volume
of issues warnlllts the shipment of wholesale
quantities direct from th(' malluf'lcturers to
the Navy.

We recommended that the Secretary of
Defens" and the Administrdtor of General
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Services jointly establish a working group to
fonnulate the necessary policies and proce­
dures for a supply support system which will
eliminate the duplications cited in our report.
On May 22, 1968, the General Services Ad·
ministration advised us that it had informed
tbe Department of Defense of ils readiness to
establish such a group. On July 23, 1968, the
Department of Defense advised us that it con­
curred in this approach to the problem.
(8-146828, May 16, 1968)

219. MANAGEMENT OF AND CON·
TROL OVER EXPENDABLE SUPPLIES
AND MATERIALS-Our review of the man­
agement of and .-ontrol over expendable sup­
plies and materials, valued at about S1.1 mil­
lion, under the custody of the Architect of
the Capitol showed that there was a need for
improvement in the management of supplies
and malerials and that considoration should
be given to the establishment of a single stores
system,

We noted (") a need for established
guidelines in thc management of expendable
supplies and materials. (b). need for improve­
ment in physical S<.'Curity, property re<.-ord­
keeping. and physical inventory taking. (c) a
need for quantity .-ontrol of stock, and (dJ a
nl"cd for a single slores system.

In October 1966 we were advised that a
study of the control over expendable supplies
and materials would be initiated by the Archi·
tect as soon as the neces.-.ary manpower coukl
be made available. As of July 1968, we had
not been informed of any plans for such a
review. (8-16114S. July 27, 1967)

220. CONTROL OVER CONTRAC·
TOR.HELD PROPERTY OWNED BY THE
GOVERNMENT·.our review of the proce­
dures and practices of the Omee of Educa­
tion, Department of Health. Education, and
Welfare (HEW), relating to the accountability
and manage,nent of contractor-held nonex­
pendable personal property acquired under
contract, title to which is vested in the Gov­
ernment, revealed that the Office of Educa­
tion had not established an adequate system



of administrative controls over Governmer,t­
0Wt!Ild noneltPendabie properly held by can­
thc1o'rs a"d Iiad not adequately assigned ac­
cou"tatiilily responsibility with respect to
SlIch property. OUr review revealed also that
tlie SlIrveUlance activities at the Department
level had ROt been adeq\lllte for ascertaining
wbether constililenl agencies were complying
wilh departmental regulations and procedures
relating to the accountability and manage­
ment of such property.

We found that at the Office or Educa­
tion HEW's regulations governing account­
ability and control over Government-owned,
contractor-held property had not been ad­
hered to and that the Omce or Education had
not adequately assigned, either on an overall
bosis or an individual program basis, specifIC
responsibility ror accountabUily and control
or cmtractor-held property. As a result, pro­
gram orflCials were generJlly IInaware of the
amount and types or Government-owned
property being held by contrJctors and or the
use being made or such property.

We round also that at thc departmental
level the Division responsible ror ascertaining
whether constituent agenc;'.. were complying
with departmental rcgulations and procedures
had been unaille to make reviews and had re­
Ued on HEW's Aud.: Agency to carry out the
comilliancc function. Our review, however,
did not show evidence that eithcr the division
responsible ror making the reviews or the
Audit Agency had made reviews designed to
ascertain whether thc Ornce of Education was
complying with the applicable departmental
regulations and procedures.

Office or Education officials informed
us that a study had been made of the prop­
erty management program in that Omce with
a view toward making recommendations for
improvement.

In our report to the Secretary, HEW, in
January 1968, we recommended that (a) a
high priority be assigned to completing the
study being conducted by the Office of Edu­
cation and to improving the administrative
controls over such property, (b) our report be
brought to the attention of appropriate om-
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cials in the constituent agencies or HEW with
instructions to review their controls and pro­
cedures applicable to contr.ctor·held prop­
erty owned by the Government and 10 report
to HEW whether such controls and proce­
dures comply with departmental regulations,
and (c) HEW institute appropriate rollow-up
procedures to ascertain whether conective ac­
tion promised by the constituent agencies is
actually implemented and that the prescribed
reviews be made on a periodic bosis to ascer­
tain whether the constituent agencies are
complying with departmental regulations and
procedures relating to the accountability and
management or contractor-held properly
owned hy the Government.

In a leller to the Director, Bureau or the
Budget, dated February 27, 1968, the Assis­
tant Secretary, Comptroller, HEW, advised
the Bureau that HEW was taking action in line
with our recommendations. (B-1 14836, Jan­
uary31,1968)

MAINTE:NANCE:, REPAIR.
AND OVE:RHAUL

221. CONVERSION OF HEATING
PLANTS TO FUELS OTHER THAN COAL·
-In a March 1968 report to the Postmaster
General, we expressed the belief Ihat the Post
Office Department could <ichicvc savings in
opef'dting costs at many Government' owned
or leased facilities through conversion of coal­
burning heating plants to other fuels.We ex­
pressed the opinion also that elimination of
coal-burning heating systems should afford an
excellenl opporrunity 10 assist in the abate­
ment of air pollution. a requirement of Ex~·

cutive Order 11282, dated May 2(., 1966,

We found that, allhough the Department
had delegated authority to its regional offices
in 1965 to process fuel conversion projects
which would cost less than 525,000 each and
to finance these projects from funds allolled
for minor improvement projects. some of
those offices had not devcloped plans for con­
version of all the coal-burning hc;:lting plants
in their regions. We estimated that net annual
savings of $68.000 could have been rcalized jf



the L"ual-hurning healing plants ,It four se~

kt.:lcd postal f'Jl:ilitil's in the New York and
Millne:lpolis Posl:11 Regions had hecn (,.'On e

vl'rted to olher fuels.

WL' r"L:ommcllded that the Postmaster
(~t'neral take appropriale act ion to ensure the
l,:olwersion of cOi.lI-hurning heating systems in
(;uvcrnment owned or Icased huildings within
a rea!'ioni.lhle period of limc. Wc recommended
also that the D~partment g.ive priority to the
l'onvcrsion of heating systcms at those
fal'ilitics whcrl' Ihe l'Osts of convcrsion could
bc re(overed within a relatively short period
of tim.... throu~h savings in opcr:lting costs.

WL' fl.·coll1l11 .... mkd further that the De~

piJrtlT1cnt provide the regions with additional
fumb, when' it determined that fud \,:onver·
sian projCl'(S could not he accomplished with
the region'" allolnu:nts for minor il11rrove~

mcnts and that Ihl' Department show such
pfOjl.'d~ a:-. a separate \:akgory in its budget
rl'ljul'sb.

fill' DqHlly Postll1<1skr Grnl'ral advised
liS in May 19hX that thl' Department dill nol
fully ilgrec with our rl'l·oml11l'ndations. He
said. howl'ver. that the Oepartment's appro~

"riation n:qucst for fisl.:al yl'ar 196Q had in­
dUlled an amount for modifying. the heating
plants in the 117 fadlHies huvin~ morc than
,'\,000 stlUarl' fed of intl:rior SpUl.:C whkh dld
not meet tile' minimulll requirements estab­
lished by the Departl1ll:'nl of Health. ElIUl:a­
tion. and Welfare with n:spl'd to thl' emission
of pari kulak mat1er. He said also that the
Depilrtlllt.'nt would instrut.:t its f(..'gional offices
10 takL' I1h.' IH..'l·essary actions to convert the
rm'l svst'~ll1~ of sl1wller r:'h..'ilities under leasl'
L'ontr~t'lo;; whidl expired after \.".J1cndar year
1971 if thl'Y 11IL'1 the t.:ritcrja for t.:ollversion.
IB·I(,J57~. March ~O. 1969)

222. REPAIR OF USED SPARE PARTS
AND COMPONENTS··At the hderal Avia­
lion Administration's AefOllilutical Center in
Oklahoma City. Oklahoma. we found Ihal
u~cd aircraft and avionics spare parts and
l'Ompollcnts were being repaired even though
there was an adequate. or even an ahundance
of. serviceable stocks of the same items on
hamJ.

We concluded lhal lhe premalure repairs
resulled primarily from (a) Ihe me of au~o­
matic repair designalions, (b) the lack of ade­
quate conlrol over Ihe repair of ilems b~ _in­
venlory managers responsible for mamlam,ng
stock levels, (<:) inadequale supervision over
invenlory managers at lhe Cenler, and (d) lhe
lack of inslruclions and guidelines as 10 when
unserviceable items should he repaired_

In November 1966, Ihe Acting Adminis­
tralor of FAA lold us Ihal Ihe agency con­
cllrred in our findings and that it had taken or
would lake action 10 eliminale the specific
callses of premalure repairs and 10 slrenglhen
managemenl conlrol. in Ihe areas noled
above. We believe thai Ihe aclions taken by
Ihe agency, togelher wilh proposed challl~ in
its procedures. should slrengthen substanhally
the conlrol over Ihe repair of spare paris and
components at the Center. (8-133127, July
12_ 1967)

223. RECAPPING OF AIRCRAFT
TIRES-.We found that the Air Force and
Navy did not recap aircraft lires as extensively
as did commercial airlines because of arbitr..ry
restrictions on the number of times a tire may
be rc<:apped and. in the case of lhe Navy. be­
cause of ineffective administration of the
tire-recapping program. The Army had not es­
tablished a program for recapping aircrufl
tires.

We pointed out in our report issued to
Ihe Congress in Febnoary \968 Ihallhe use of
recapped aircraft tires often saves as much a.li
50 percent of thc cost of ncw tires-~,s shown
by the pradices of the commercial airlincs­
.md that such use is considered consistent
with safety requirements.

We found lhat all .hree services could
realize signirlcanl savings by recapping aircraft
tires more extensively. These saving.li could be
as much as $1.650,000 annually for the Air
Force and the Navy. If il were found to be
praclicable 10 i""rease the recapping of lires
for high-speed and jet aircraft. substanlial ad­
ditional savings could be realized.

The Air Force and Navy advised us of

132



actions laken or plaMed to increase tile efree:­
live_ of thelf respective aircraft tire­
rec:appinl piolJ'arils.

We recommended that tile Secretary of
Defeqoe issue policy pidance 10 lhe military
departmeRts relative to the rec;aPPinl of air­
craft ti~ We fur,fher recommended that the
Departmelit of Defense periodically reyiew
the recajlpiDl policies and procedures estab­
JiIIIed by the military departments.

1be Department of Defense advised us in
April 1968 that II had established a study
..oui' comprisinll representatiyes from the
muilary departments 10 develop criteria and
poIjcies for uniform application. (80146753,
FebnJary I, 1968)

224. MA I N T ENANeE OF MOTOR
VEHtC~EI--lnOctober 1%7. we reported 10
lhe COnll'Css lhat savinp could be obtained
by adoptlDl specinc pr<JII'Ims of preventive
mainlenance deyeioped by automobile manu­
faclurers for their yehicles in pi......, of Genel"41
Services Adminisll"4lion (GSA) requirements
which provide pnorally for more frequenl
preventiye maintenance. We estimaled Ihat
GSA could have saYed .bout S26,600 during
Iho yoar ended June 30, 1966, in the cost of
preyenliye maintenance in the GSA region re­
Yiewed by adoplinll the manufacture",' pro­
IlfIms for 1963 throullh 1965 models of ve­
hicles. We estimaled Ihat, if these potential
savinp were typical of the sayings that may
haye been ayailable in GSA's nine olher re­
gions, about S250,000 could haye been saYed
by the Goyernmenl during the year ended
June 30, 1966.

Wo brollghl our findings 10 Iho aUonlion
of GSA and proposed Ihal it adopl Iho manu­
facturers' recommended programs. In Augusl
1966, GSA adyised us Ihal il had been work­
ing with the manufacturers to revise its then­
current guide for preventive maintenance.

A revised guide was issued in April 1967.
We belieye, howeyer, thai GSA would nol
aehieye the full sayings dis<:ussed in Ihe reporl
because the guide retained uniform service
intervals for some prcventjye maintenance
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items. In addilion, lhe revised lUide was appli­
cable only to 1966 and Ialer models of ve­
hicles. We estimaled Ihal, if the manufac­
turers' recommended prOll'ams for 1963
throuah 1%5 yehicle models were 10 be
adopted promptly, savinp of about $350,000
could be nr4lized on these yehicles during
Iheir remaining life.

We recommended that the Admini-slrator
of General Services adopt Ihe manufacturers'
recommended preventive maintenance pro­
IlfIms for interasency molor pool Yehicles. ex-
•..,pt in specinc cases where GSA may have
made eyaluations or studies thai supported
different requiremeltts. We recommended also
Ihal lhe Administrator. consistenl with his
authority, promote similar aclion by oth..
GoYernmenl apncies.

In Janllllry 1968, we were informed by
GSA Ihal (a) the 1%7 guide would be made
applicable, where feasible, 10 19<>5 and earlier
model yehicles in the interaaency motor pool
neet and (b) il would work with Ihe manufac­
turers on any sitlnilicanl changes in preyenliye
ma inlena nee requirements. Subs4'qucntly
GSA adyised us Ihal it was requesling agen­
cies' commenls on a proposed regulation sel­
lina minimum siandards for a preyenliye
mainlenance pro,ram to meel their specific
requiremenls. These proposed aclions should
result in silnirlClnt savings. (80161340, Oc­
lober 12, 1%7)

UTILIZATION AND DISPOSAL
OF PROPERTY

225. COORDINATION AND CONTROL
OF OFFICE COPYING MACHINES··Our re­
Yiew of the management conlrols exercised by
Ihe Deparlment of Agricullnre oyer omce
copying machines in ils Sonth Building and
Adminislration Building, Washington, D.C.,
showed Ihat each conslituenl agency of Ihe
Deparlmenl delermined ils own copying
needs wilhoul considering copying capacilies
or requirements of other AgricuUure agencies
housed in Ihe same building.

Wt: found that. to achieve economics in
meeting copying requirements. the Depart-



mcnt of Agrkulturc and its constituent agen·
des needed to (a) a('quire copying machines
wit h produl:'lion (,3pacities commensurate
with copying requirements. (b) perform ade·
quate feasibility stutlies before acquiring
I.·opying machines. and (c) coordinate the 10­
I.'ation and lise of copying machines. Mor~·

over. we noted a need for periodic reports to
management on the cost and output of office
I,;opying machines.

We proposed thaI Ihe Assislanl s.,crellll)'
for Administration dcvdop and implement a
plan for l:entralizing. at the departmental
It.~·vel. the management of copying machine re·
quirclllcnts in other Agriculture buildings or
installations. as well as in the South and Ad·
ministration Buildings.

In response to our proposal. the As·
sistant Sc..:retary for Administration agreed
that there was a need for ~ thorough study of
l.:enlraliZl"d management of offi~~ £opying rna·
~..hincs .and appointed a task for,,~ tQ make
such. study. The I.sk. force condudod th~1

thc best method for improving service and ro..
dueing costs of obtaining copies in the various
agendes of the Oe'I>jlIlmcnt would be to cen­
tralize the management Qf fiJi copying rl-quire·
ments at the dep.rtmental l~v~l. The task
force estimated th.t annu.1 savlnl~ PI' ullq~1
$400.000 would be re.lized from th. pro­
posed combined system.

Subsequenlly. the "liii~tu'" s.,,·relary
advised us Iha. Ihe Department w~ Iii";'"
steps to implement the f~~amfl1cndations cori~

t.ined in the t.sk force re""". 'f~ Assislant
Secretary also advised us that y s11l4¥ l"~s

underway at the major field installations Qf
Ihe Deparlmenf to ascertain whether there
were similar opportunities for improving op·
erations at those locot;p']$.. (8-146930, April
25,19(8)

226. EXPEDITING SALES 0' UN·
NEEDED STRUCTURES··'n • report issued
10 the Congress in M.y 19li8. we expressed
the opinion lhal improved admjlli~f~,~n by
lhe headqu.rte... of Ihe Agricultural Slabilill!­
lion and ('onservalio" Service (ASCS). De­
p.rlmenl of Agriculture, wa~ ne.~ to .ssiSI
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~SCS's State and county ofTtclaII in expedil­
,ng sales of unneeded pain Itorqe struclWes
owned by the Commodity Credit Corporation
(CCC). We found that State and county ofT..
cia" ...nerally we", not at/emplin. to cIjs..
pose of many unused structures and that ...
nificant costs had been incurred for their
retenllon.

The slorage struclures had been acquired
between 1939 and 195610 aIleYiate shortaaes
In the quantity of available commemat ware­
/louse space in which 10 store Government.
~"""'" pain. Since 1962 lhe rate of utiliza.
11011 of these sloraae structures had l"lIdualJy
droppod, Accordinaty, in 1964 the CCC
!l?rd of Dir~tpn opprO¥Cd a policy whicb
dIrected the d ........l of lhose otorllC
slruclures nol cunently in use or expected to
be needed in Ihe foreseeable rutu"" on as
orderly .nd rapid a basis as possible.

cce had Ions followed a policy of 1IC­
<'Ording priority to Ihe use of commercial
sto....ge racililies over lhe use of its own stor•
•ge facililies. We bolieved that, if CCC would
conlinue siving priorily to the use of commer­
cial slorage facilities, disposal of CCC'0 facili­
lies could be expediled. We believed further
Ihal lhe progress of Ihe disposal proaram had
been hindered because ASCS headquarters of­
fipi.,s had nol formulated definite long-range
plans or objeclives for achievement of goals
nor furnished local officia" with .dequate cri­
leri. for delermining which structun:s should
be sold.

f]I::I::;'~ commenls in July 1967 on our
findini did riRt ~E;r~~ny deal with the need
fqr !pl/I'",.nge pia.. or ~'!I~to criteria for
delerminiog wllich strucluieS sliOuld be sold.
CCC's comments indicaled that it did not in­
lend 10 dispose of Ihe storage slruclures at a
subslanlially faster r.te than that provided ror
by lhe established sales /loalo because it would
have 10 accept unreasonably low prices from
purchasers.

Our limited follow-up review of tbe dis­
posal program showed Ihat by Oclober 1967
CCC had disposed of Slorqe slruclures haviog
~ la,"' capacily of about 56 million bushels
IIIOre '~!m 'he national sales p' for 1967



and that the prices received for the structures
sold were generally hiper than those r, ved
in prior years.

Consequently, in order to expedite the
disposal of unneeded storage sttuctures and to
achieve substa!ltial reductions in program
cos!s, we recom~nded that the Secretary of
Aal'iFulture reqlllre departmental officials to
eitablish lona-range plans or objectives for
carryinll out the disposal program and to fur­
nish State and county office officials with
adequate criteria for determining which struc­
tures should be sold. (B-1I4824 May 13
1968) "

227. MANAGEMENT OF LABORA·
TORY EQUIPMENT..ln July 1968 wc
reWrted on our review of the effectiveness
and efficiency with which laboralory equip­
ment was being managed by the Boulder Lab­
oratories of the National Bureau of Standards
(NBS) and the Environmental Science Seo­
vices Administration (ESSA), Departmcnt of
Commerce. On the basis of our review, we
concluded that there was a need for improved
management of laboratory equipment at the
Boulder Laboratories.

We found Ihat technical Cl]uipment with
an original cost of aboul $294,000 and a net
book value of about $94,000 at December 31,
1966-which was excess or had not been used
fo~ an extended period of time-was being rc­
tamed by the four organizational units of the
Boulder laboratorics covered in our review.
We also found adequate evidence thai more
extensive woling of infrcquently used equip­
~ent would be wssible and thus would pro­
v.de for more effcctive utilization of such
equipment and that equipment with an orig­
inal cost of about $124,000 and a net book
value of about $49,000, on loan to non­
Federdl entities, was unused, unneeded, or be­
ing retained by borrowers who were not en­
titled to use the equipment.

To provide for improved management of
equipment at the Boulder Laboratories, we
recommended that (a) a systematic program
including procedures necessary to conduct
periodic and controlled "walk-through" in-
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spections of laboratory facilities be estab­
lished and implemented to facilitate the iden­
tification a~d reassignment or disWsal of un­
needed equl~me~t, (b) a more extensive sys­
tem of wohng mfrequently used equipment
be adopted to provide for more effective utili­
zatio~ of such equipment, and (c) all out­
standmg loans of equipment be reviewed to
id~~tify equipment which is not directly ben­
ehtmg the Boulder Laboratories and is un­
needed, that the unneeded equipment be de­
clared excess, and that procedures be insti­
tuted for the systematic periodic follow-up of
loans of equipment.

Deparlmenl of Commerce officials
agreed, in general, with our findings and rec~

onunendations for corrective action and ad·
vised us that measures hlld been taken, or
planned. to improve the management of
equipment at Ihe Boulder laburatories.
(B-164190,July 9,1968)

228. INTERSERVICE TRAN'SFERS
OF MILITARY SUPPLIES·-TANK·AUTOMO·
TIVE REPAIR PARTS··The Marine Corps
had significanl quantities of excess tank­
automotive repair parts and other mate­
rial which the Army could have used to meel
high·priority requirements including those of
Vietnam. However. there were no procedures
for the regular exchange of information on
such excesses and requirements. In our report
issued to the Congress in July 1967, we
pointed out that notification by the Marine
Corps thai it had aboul $9 million worth of
such excesses received no review by the Army
and that notificalion by the Army of its crit­
ieal need for such items received no review by
the Marine Corps. When we brought these mat­
ters to the attention of the Army and Marine
Corps, about $1.9 million worth of oxeess ma­
terial was transferred to the Army.

The Deparlment of Dofense informed us
that closer logistical (,;oordination had been es·
tablished between the Army and the Marine
Corps and that internal audit coverage of the
supply system would be increased.
(B-146772, Juty 31,1967)

229. IN TE RSERVICE TRANSFERS



OF MILITARV SUPPLlES··GENERAL··We
examinl'd into the effectiveness of the auto-­
mated and l"enlralized screening system main­
tained by the Department of Defense for
mah.:hing material available at various of its
locations with the m.aterial needed at other
IOt..:ations. The system included a master file
of information on the needs and the avail~

ahility of material. maintained by the Defense
Logistics Services Center on the basis of peri­
odic reports suhmitted by inventory control
points. Our report on the examination was
i!isued to the Congress in May 1968.

AItho ugh the St.:Tccning system had
greatly benefited lhe Department of Defense.
we found that certain improvements could
make the system more effective,

As operated at the time of our examjna~

tion. the system depended on the voluntary
cooperation of the organizations involved. We

.found many instances where inventory con·
trol points had not reported the necessary in­
formation or had reported information which
was not an'urate and not current. It appeared
10 us that there was a need for an organiza·
tion vested with the responsibility for ensur­
ing that the Defense org~lnilations followed
presnibed operating policies and procedures.

We recommended that. hecause the re·
sponsibility for establishing basic policies
related to the centralized screening system
was vested in the Office of the Assistant Sec·
retary of Defense (Installations and logistics),
th. Secretary of Defense should assign to that
organization the responsibility for s'_1rveillance
of the system. As of June 30. 1968. the De·
p4frtment of Defense had not yet commented
011 this recommendation. (8·163478. May 14.
19(8)

230. REDISTRIBUTION OF MILI­
TARV SUPPLIES··C RATlONS··ln a report
issued 10 Ihc Secrelary of Defense in
June 1968. we pointed out that savings could
be realized if the (' rations included in the
theater war reserve stocks of the Army in Eu·
rope were shipped to meet requirements in
Vielnam rather than being consumed in Eu­
rope. Because of the limited shelf life of these
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rations (3 years) they were beilll substituted
for normal fresh food menus as they ap­
proached the end of their shelf Hfe. Ho_.
C rations are more costJy than standard bulk­
pack and fresh- menu items.

The Army releued about 2.4 million C
rations to Vietnam. This should result In sav­
irgs of about $943.000 in the cost of meals in
Europe. (B-1 64432. June 4. 1968)

231. R EOISTRIBUTION OF MILl·
TARY SU"L1ES·-GENERAL·.()ur review of
the Air Force system for m1istribulina excess
p.~s and other material from Air Force bases
to supply depots showed that. durin. the last
3 months of 1966. three Air Force supply
depots received over 370.000 such shipments.
In our report issued to the Conares.s in Janu­
ary 1968. we pointed out that over 125,000•
or about 34 percent. of these shipments were
uneconomical for one of the two followitll
reasons. They involved material which was in
an excess position. or with which the Air
Fore.., was already well supplied and material
with a value less than the costs incurred for its
return.

We estimated that the packallnl. han­
dling. and administrative costs incurred in
connection with the uneconomical shipments
totaled about $1.3 million for the 3 months.

In general. the uneconomical shipments
were made because (a) the Air Force screen­
ing of items reported as excess did not include
a determination of sto,:1< level status of all the
items before authorization of their return. (b)
a determination was not made as to whether
there was suffICient serviceable ltIlIterial in Air
Force stocks before unserviceable items were
returned. and (c) the Air Force redistribution
system did not provide for the identification
of items valued at less lhan shippina costs.

After we brought these matters to its at­
tention. the Air Force took certain actions to
effect improvements. These actions inclUded
establishment of retention levels for excess
stocks at Air Force bases and revision of



criteria for shipment of low-yalue items.
(8-133019, January 22, 1968)

'a2. USE OF MISSIONoSUPPORT AIR·
CRAFT-We eyaluated the manasement of the
aircraft u..... by the Army to maintain readi­
ness profICiency for combat flyins and for ad­
ministratiye puJ'llOS"S. Our report on the eyal­
uation was i~....d to the Con..e.. in May
1%8. We found Ihat, on Ihe basis of recent
nyins experience and the utilization criteria
established by Ihe Deparlment of Defense and
the Army, the number of aircrort authorized
at the locations we reviewed was about 25
percent more than the justifiable require­
ments. We helieye that the oyerauthorizations
resulted from the incomplete criteria and pro­
cedures prescribed and used for determining
aircrdfl requirements and from insuffICient
..aluation of Ihe justifications for aircrdrt
submitted by lhe user organizalions.

We found also, .t mosl of the locations
we reviewed, th.t Ihe trausporlation and traf­
lie manasement policies of Ihe Deparlment of
Defense were no: !,dng followed and Ihal air·
craft were nul being used economically. The
proc~durcs in t:.ffect at the time of our review
generally did nol provide for a determiualion,
as required by Deparlmenl or Defense policy,
of whether use of commercial or other means
of Iransporlalion would be practicable and
more economical.

We recommended that lhe Army eslab­
lish an effective integrated system for man­
aging aircraft for mission-suPlXlrt purposes
.nd outlined Ihe c1emenls we belieyed should
be included in such a system. The Army
agreed, in gcn~nll. with our recommendations
and cited actions already taken and being de·
ycloped toward lhal end. (8-163453. May 10,
19(8)

233. USE OF INACTIVE INDUS·
TRIAL PLANT EQUIPMENT .. ln May 196M
we issued 10 the Congress a report on our
n..:view of inactive industrial plant equipm~nt

in Army arsenals. We found that millions of
dolla.rs worth of equipm~ntM-such as
woodworking and metalworking machines,
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crane and crane shovel attachments, compres·
so.., power and hand pumps, and electric mo­
tors-had heen permitted 10 lie idle in Army
arsenals for periods up 10 10 yea.. while simi­
lar equipment had been purchased for use
elsewhere in the Department of Defense.

The Department of Defense agreed that
there had been instances of AmlY retention of
inactive industrial plant equipment for consid­
erable lengths of time and stated that Army
regulations relating to such retention were be·
ing revised. (8-163691 , May 23, 1968)

234. USE Of TRACTOR-TRAILER
FLEET IN EUROPE ..ln January 196M we re­
ported to the Congress our findings in are­
view of the Army's management and utiliza·
tion of highway trdnsportation equipment in
Europe. We pointed out that management
procedures of lhe 37th Transportation Group
wen: inadequale. We found that (a) daily in­
ventory reports were insufticient to monitor
the status and location of its trailers at .11
times. (b) conlrol units were not making the
required aualyses of equipment use, and (c)
full use of available equipment would h.ye
avoided the hiring of commercial carriers
at substantial increases in costs.

There were indications also th'lt costs had
been increased unn~ccssarily because Army
European commands had failed to promptly
unload trailers and report them as available
for further use.

The Army took corrective a.:tion in ac·
cord.nee with .11 but one of our proposals.
We belieyed thai action should have been
lakcn on that proposal and. accordingly, we
recommended that available refrigerated
equipment be transferred and utilized to Ihe
maximum extent possible for the transporta·
ation of frozen rood products. Subsequent to
the issuance of our report. the Army advised
liS that it concurred in this recommendation.
(8-161771, January 30. 196M)

235. R E ·USE OF SHIPPING CON·
TAINERS..As slated in a report issued to lhe
Congress in February I<>68, we found a need
for improvement in the Army's procedures



for making shipping containers available to
manufacturers of elel:tronic equipment for
shipment of newly produced. electronic equip·
ment. Use of Government-furnished shipping
containers would reduce procurement costs.
Reusable containers were not being furnished
to the contractors bec<luse Army procedures
did not require procurement and supply per·
sonne I to coordinate their efforts and identify
containers available in the supply system.

The Army concurred. in general. in our
findings and proposals and agreed that addi­
tional actions must be taken to improve the
management of reusable containers for all
types of equipment.

The Department of Defense informed us
that the military departments and the Defense
Supply Agency had been directed to review
their prot:edures for management of reusable
containers and to corred any deficiencies.
(8-146917, February 15.19(8)

236. UTILI 2 A TI 0 N 0 F MOTOR
VEHICLES--We reviewed the methods used
by the General Services Administration (GSA)
for evaluating vehicle use and estimating ve­
hicle needs. We observed and recorded the
l1umb"r of vehides (3.524) parked on motor
pool lots in 25 cities throughout the United
States during a week in one of the months or
higher vehicle utilization. We -found that the
transportation required during the week could
have been provided with 706 fewer vehicles.

We found that GSA, in gauging vehicle
needs. gene-rnlly relied on the average mileage
traveled by the vehicles. We found, however.
that there was poor correlation bctween aver­
age mile-age traveled and the number of
vehicles needed. We conduded that vehicle
management coulJ be improved if use in
terms of time were considercd. From its own
study, completed in May 1967, the agency
reached conclusions consistent with ours. Ac­
tions were subsequently taken by the agency
to include time·of-use data in evaluating the
use of vehicles and in forecasting vehicle
needs.
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We found also that a substantial nllRlber
of vehicles assIped to the use of indiYidual
Government aaencie. were not moved durinl
our observation and mariy more were Idle
much of the time. We concluded that, sener­
ally, the transportation requirements fOr
which the vehicles were .....led COIiId' have
been satlsf'Jed, with pealer economy to ~
Government, throush use of dispatch veJiicIes
based at the .ame location, Action was .uboe-­
quently taken by GSA to provide that the
assillJlment of vehicle. for the exclusive use of
allOncies be questioned routinely,

We helieve these actions .hould improve
the ....ncy.. manqement of iJlteraeency
motor pool vehicle., (11-158712. March 12
1968) ,

237, REIUILDING OF USED MOTOR
VEHICLE TIRES-In July 1967 we reported
to the Conpess on our findinp on the p0li­
cies and practice. for rebuildiril used .neitor
vehicle tires by the Soil Conservation Service,
Department of Aariculture; National Park Ser·
vice, Department of the Interior; Post OffICe
Department; and General Services Administra­
tion (GSA). We estimated that S81IillJS of
about $500,000 would have been realized by
these four agencies during lisca. year 1.965
throulh more extensive rebuilding of used
tires.

We found thai the tire-rebuilding policies
and practices of the four allOneies varied
amonl the allOncies and among installations
within cert~in of these agencies and that, with
the exception of the Po.t Omee Department,
'hese inconsistencies existed be<:ause of the
lack of .peciflC tire removal and rebuilding
criteria and of conclusive determinations as to
the reliability of rebuilt tires. GSA is respon­
~ible for prescribing policies and procedure.,
III re.pect of rebuilt tires, for implementation
by the executive allOncies.

Information obtained from tire manufac·
turers, tire rebuilder.. users of rebuilt tires,
and various orllllnizations representing the tire
indu.try indicates that, when tires are rebuilt
according to re<:ommended criteria, they are



safe.~. and more ec:OfIOIIlical IhaJI
..ew t@s. O\ir review showed, howeYe!', that
nO adCQllaie tests or studies had been Dlade
ariel itiai uallable eviden"" was not ..m·
cielitly'~~ to petnJit a conclusive judI"
~I\(i:sto,~~tyof rebuilt tires under
"'~,~tiOllS.

We ell~iIIell our belief that, if rebuilt
motor velilcij tires are cOnsideted unsafe
und'er cert'aln sPcciflCd conditiOns, they
IlipUId nOi be~ iillder such collditions by
aiiy aIClICY but that, to the eatent that they
are ~e; ~yibciuld be used by all aaencies
to acl\ieYe maximum sarinI'.

We proposed that GSA keep in close
touch with the propam of the National Traf·
flC Safety Aaency for tire research. testina.
and ~elopment so that it may be in a posi·
t10n t9 P~mlllaate standards for the use of
rebuilt tires on Government vehicles on the
basis of the standards established for the driv·
ina public. pursuant to the requirements 9f
the Nati""". TraffIC and MO\or Vehicle Safety
Act of 1966 (I'ublic Law 89-562). We pro­
posed also that GSA provide specifIC guidance
for the removal and processina of used tires,
to prevent excessive wear and dllRlll(le that
would make them unsuitable for rebuildi"..

GSA aareed with our proposal to keep in
close touch with the National Traffic Safety
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Aaency's proaram for tire rosearch. testina.
and development and advisod us of its own
plans for testing rebuilt tires and for issuina
revised specifications for new lires, which will
preclude carcass damage from excess tread
wear.

We believe that the actions laken and
proposed by GSA are adequate, pending de­
velopments from the tire research. testing.
and development pr9gram of the National
TraffIC Safety Agency.

The Post OffICe Department, whose
praclice'is to rebuild all tires that have sound
casinp. agreed with our proposals. The Soil
Conservation Service and the National P..,k
Service. however, indicated that they would
continue to discourage the use of rebuilt tires.

In June 1968, GSA was performing lests
for the purpose of evaluating the feasibility of
establishina meaninaful specifications for re­
builllires. (8-161415. July 31,1967)

Note: I:or "dditio"",1 items VII "Utili.:at;o.1
,'mJ lJi.~po.~al uf IJroperty." see sf'clio"
0" H/;coPiomic: Opportunity Programs... ·
items No.(. lJ ami 30.



TRANSPORTATION ACTIVITIES

TRAFFIC MANAGEMENT

238. USE OF LIGHTWEIGHT MAIL
POUCHES··ln a ,epo,t 10 Ihe Poslmasle,Gen­
",al in Septembe, 1967. we expressed the
opinion that the Post Office Department
could ,educe t,anspo,talion costs by adhering
more closely to its policy thaI lightweight
nylon pouches be used. instead of canyas
pouches. to transport first-erass mail by air.

Our examination into the handling of out­
going first·dass mail by ai, at seven of the
Department's 36 airport mail facilities re­
vealed that about 14 percent of the pouches
used ror dispatching first·dass mail by air had
heen canvas pouches. Because a canvas pouch
and a metal IOl:k weigh about 2 pounds more
than a comparable-sizc nylon pouch and a
metal seal. additional transportation costs are
incurred as a rC!iiult of the extra weight each
lime first·dass mail is dispatched by air in a
canvas pouch. We estimated that. if the condi­
tions at the seven airport mail facilities were
typical of normal operations. the Department
could save about S125.000 annually by using
only nylon ;JOuches ro, dispatching first..Jass
mail by air.

The Deputy Postmaste, General advised us
lhat lhe Department concurred in our finding
and that. pursuant to our recommendation. it
had again emphasized. in a Postal Bulletin,
that maximum usc should be made of tbe
I;ghtweighl sacks fo' dispatching first..lass
mail by ai,. In addition. he said thai the De­
partment was in process of (a) increasing its
inventory of nylon pouches and (b) complet­
iog a survey of all majo, airport mail facilities
to determine their requirements for such
pouches. (8-133039. September 21. 1967)

239. COMMERCIAL AIR SERVICE
FOR TRANSPORTATION OF CARGO..ln
November 1967 we issued a report 10 the
Congrcs.. concerning the costs of less-than­
planeload shipments of Military Air/irt Com-
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mand "flO on rqularly schedided nilh\$~­
tween the continental Uniled·St.tehJlll'oftr­
seas areas. We foul!~ that the Depmriie'Rti'of
DefCJ* (DOD) cOiiId haYe sliYed' aIicluf;'S 1.7
million during fiscal 1966, if carao half '-n
tendered iii larger volume shIl1melitsj,qlialify­
Ing for the lowest tariff nites naU8li1e.

We discussed our findi\llS with ofllciali
of the Military Airlirt Commind, Department
of the Air Force and prOJlC*d that they"ptiiit
their cargo shipments to take advantap' of the
lowest rates. In May 1967 the Civil Aeronau­
tics Board amended its Economic ReaulatiOns
and established a Single unifMll rate' on mili­
tary caflO, repntless of weiJht. This adion
solved the caflO nite problem on IlIfJC ship­
ments and provided DOD with the reduced
rates and charges which It could'have realiZed
under the previous tariffs had its caraoes been
tendered in the manner we had proposed.
(8-157476. November 24, 1967)

240, AIRLIFT OF MILITARY CAIIGO
TO SOUTHEAST ASIA-The Military Airlift
Command of the Deportment of the Air
Fo,.'e has responsibility for providilll overseas
airlift services for all military deportments to
Southeast Asia. In May 1968 we' teleued a
report to the Congress repntin. the utiliza­
tion of aircraft space for the airlift of cargo to
SOut""...t Asia, The report showed that dur­
ing the period July I, 19,65, throu'" October
3 J. 1966, airlift capacity for about 21 million
pounds of cargo was unused, even Ihou'"
ample cargo was available for shipment. This
critically needed cargo space. primarily on
commercial contract aircraft, was valued at
about SIS miRion at Ihe contract rates in ef­
fect.

We brousht our fllldings to the attention
of the Secretary of Defense and proposed cer­
tain corrective actions, In reply, the Secretary
of the Air Force agreed In general with our
findings and advised us that improvements
were being made.



A IUbscquent nlYiew showed that splice
utilization pies Iuid been inI:reaSed, but not
10 tbe~ c:onsi!IerecI' fuJIy eff«live. We
re<:oinli!ell!kd; therefClrll, that the Sc!crelary
of the Aii' I'otce t"l¢e a<lditional steps to en·
IUR. tJiltt a@rate 1!Iad information is pre­
paRCI jn,j fonrarded;to lhe, appropriate air
bMes' to iliCreise tIie UIC of aircrafl cargo
~. We alSo reconi~nded to the Sc!cretary
of'D¢fense that periodic internal audits be
made of aircraft 'Ioadinl results to provide ad·
dltional' Usbrllncc'that Ihe necessary correc·
tiVe adlans are laken and effectively imple·
mented. (11-157476, May 14, 1968)

241. VOLUME MOVEMINTS OF
HOUU'HOLO GOODS FOR CIVILIAN
1""LOYEES··ln Augusl 1967 we issued a reo
pOrt 10 Ihe Sc!cretary of Defense on the ship­
ment of ho....hoId goods of Ail Force civilian
employees, who were transferred in larse
numbers 10 various installations during foseal
yeu 1966 due to closure of Air Force bases,

Our review showed that, if the Air Force
had managed Ihese shipments as volume
movemenls and had tendered them to lhe car'
rien on Govemmenl bills of ladinl, rdlher
lhan having the employees make individual
shippin, Irranj!emenls on a reimbunable ba­
sis, lhe Govemmenl could have saved about
550,000 in transportation costs,

To improve the manlllement of volume
moves, we recommended that De""rtment of
Defense transportation managers give in­
creased emphasis to (a) early hl<'OgIIition of
potential volume moves, (b) timely notifica·
lion to the Military Traffic Management and
Terminal Service (MTMTS) of such moves, (c)
more accurate cost com""risons, and (d) im·
proved scheduling and consolidation of ship­
ments, We also proposed that MTMTS con­
sider in its negotiations with the carriers th~

possibility of reducing the minimum weight
requirement of 12,000 pounds which is con·
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tained in most domestic volume movement
rate tenders.

The Director for Transportation and
Warehousing Policy, Office of the Assistant
Sc!cretary of Defen~ (Installations and Lop
ties), replied in October 1967 and advised
lhat the Department of Defense concurred in
our coliclusions and recommendations and
had initiated' actions to comply wilh our pro­
posals. (8·161831, AlJIIISt 31, 1967)

242. CONSOLIDATING LOW 'RIOR·
ITY ITEMS FOR DOMESTIC IHIFMENT-In
a report to the AdminiSlrator, General Ser·
vices ALlministralion (GSA), in February
1968, conceming lransportalion and IrafflC
management activities al lhe 'Federdl Sc!rvice
Cenler, Bell, California (Region 9), we
pointed out opportunities for savinls in trans­
porialion costs and reduetions in the number
of Government bills of ladill(t (G8ts) issued
through more errective consolidation of ship­
ments 10 individual consignees,

We found tha', if the GSA Resional Of·
fice had held requisilions for low priority
items wit";n allo",.ble shipping time frames
inste-dd of proce-'Sing them on a daily basis,
consolidation of shipmenls to individual con­
sianees could have been improved. This in
lum would have resulted in savings through
lower transportation cosls and reductions in
the numbers of G8ts prepared and processed.

The Commissioner, Transportation and
Communications Sc!rvice. GSA, replied in
June 1968 and concluded that our commenls
on the March 1967 freight consolidation situ­
ation al the GSA Depot at Bell, California,
were correct. He advised thai several correc·
live actions were being taken and that a test
of the concept of planned requisitioning
cycles" :s being made in GSA, Relion 9, If
successful in Region 9, it would be adopted
on a nationwide basis, (8-163858, February
29, 1968)



MISCELLANEOUS MATTERS

COMMUNJ(';l HaNS St"R VICES

243. USE OF COMMUNICATIONS FA·
CILITIES BETWEEN ALASKA AND THE
UNITED STATES MAINLAND··The Alaska
Communication System. a unit of the United
States Air Force. was aware as early as 1961
that a microwave facility which served Alaska
was more economical to use for communica­
tion with the United States mainland than the
cable facility. In OUf report is.«;ued to the Con­
gre..' in August 1967. we pointed oul that
savings could have been attained by use of the
cable facility in ,! different manner and a
greater lise of the microwave facility.

This adion was takc.-Il in mid·1965 after
we had discussed the matter with officials of
Ihe Alaska Communication System. Had the ac­
tion been taken UI1 a timely basis. savings of
about $3.9 million could have been realized.
(8·1390 II. August 30. 19(7)

244. USE OF COMMUNICATIONS FA·
ClliTlES IN EUROPE ..ln our review of 228
",:ommunications dn'uils leased by the Depart­
ment of Defense from commercial carriers in
and between Germany and the United King­
dom. we found that thl: traffic carried by 64
of them t'ould have bC4:Jl rouled over spare
United Slates Govcrnmcllt-owned circuits at
substnntiul savings. Our report on this review
was issued to the Congress in September
1967.

The traffic was not so routed because
availability of Governmcnt-owncd circuits was
considered only before a commercial circuit
was to be leased. No periodic reviews were
madt: thereafter.

We were advised Ihat a program had
been started for annual reviews of communi­
cations systems in all overseas areas. Also. 10
of the 64 circuits were canceled. The remain­
ing S4 circuits were nOI canceled pending de­
termination of requirements under the
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planned Automatic Voice Netwo.rk
(AUTOVON). We pointed out that, siiK:e
AUTOVON was scheduled fOr actiftiion' no
earlier than November 1968, savinp (OuldJje
realized by canceling the circuits not tlien
needed.

Subsequent to the issuance of our no­
port, the Department of Defense advised us
that the 54 circuits in question had been dis­
continued. rerouted over Government facili­
ties. or otherwise lost their ideritity throuah
system changes and that no circuits. hlld·beeri
reserved for AUTOVON which were nlli' i.n
cumont use pending the actual· ~-utover to
AUTOVON. The Department advised lIS also
that. pursuant to a request of the Deputy'Sec­
retary of Defense. instructions had been im­
plemented by the U.S. Commander in Chief;
Europe. to improve the manalement ofleased
communications in the European area on a
continuing basis. (8-161992, september 22,
1967)

Note: /:or "" mMitio'h,1 item ou "Communi·
C'at;o,l.~ St-rvices. " see section orr "Eeo­
uQmk Opportullity Programs," item
No. 26.

USER CHARGES

'45. ADMINISTRATION OF AGENCY
POLICY ON REIMIURIEMENT FOR UR·
VICES FURNIIHED TO 01'1I1RI-We found
that the military department. did not uni­
formly or consistently implement Department
of Defense policy with reSJiIl.1 tl) charges for
services provided to nonapproprlated fund ac­
tivities and private interests. The PJACtices
varied amona military installations. The mili­
tary installations did not recover fUlly the
costs of services provided, and they used mili'

--".; ,



luy """nnel in lieu of civilian employees
fOr nOllmiHIuy aclivilies without lint al·
lemptiill'loemploy civilians. •

We pointed oul. in a report issued 10 the
Consi~"I~I~~l!iii~iY 1968. IHallhe Office of
Ihe ~'i'CiUy o(Qilfenoe had nol required
military deparlments to lllile uniform
iJistiI!l;tiOni repwi,_ cl\aql:o for services and
to- COJi1PIY (ullYwilh: [)epaitmenl of Def.nse
ins~!c;,.", re!::til1l 10 such charges. Also the
riIlIitaiY- dOparlments had not. in all cases.
proviiled a4equale suneillance al lhe instal·
Illtionlevel 10 ensure Ihal charges for services.
sUfficienl in al'l\Ounl for Ihe recovery of appli·
c_ble.__Is. w.'" properly dev.loped and con'
"Ienlly applied. Moreover survemanee was
nol ailCquale 10 ensure lhal assiIDmenls of
mililaty personnel 10 nOllmi1i1uy and quasi­
mililuy activilieS w.re Iimil.d to posilions of
command supervision or were mad. only
when qualified civilians were not avaibble.

The Deparlmenl 01' Def.nse concurred.
in len......I. in our lindinp and acknowl.dg_d
Ihe need for added measures 10 improve Ihe
conlrols over user c....... and ov.r mililary
personnel assisnmenls. (11-163136. F.bruary
26. 1%8)

241. ESTABLISHMENT Of CON·
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TROLl OVER UIER CHARGEI-Poten~

,moues were not realized in lhe PacifIC and
lhe Alasbn RePons of the Federal Avialion
Administralion (FAA) during fISCal years
1963 throop 1%6 because (a) r.nlal charps
for Governmenl-own.d housinll, (b) prices for
meals furnished 10 hach.lor .mploye.s on
Wake and Canlon Islands, an,Hc) cha..... for
aircr..n IandintlS al Governmenl-owned air·
ports. had nol be.n .stablished in ac.'Ordanc.
wilh applicable laws and with Bureau of Ih.
Budgel and agency policies.

W. the",fore proposed Ihal FAA evalu·
al. ils revenue·produciDll acliviti_s for Ihe
purpose of asccrlaining wh.lh.r managemenl
controls could be Sirengihened by (a) assign·
inl responsibilily allhe headquarter.; level for
reviewing th••slablishmenl and for adjusl­
menl of Ihe various charps and (b) develop­
ing a reportinl syslem which would provide
responsible headquarters officials with suffi·
ci.nl and meaningful d~la for maki!l~ sound
evaluations of rellional office complianc. with
applicable laws and regulations perlaining 10
lhese aclivilies.

The FAA Administralor acknowledged
Ihal there had been some undercharges in the
pasl for Ihe aclivities covered by our review
and agreed 10 implemenl our proposals,
(8·133127, April 29, 1968)



FINANCIAL SAVINGS ATTRIBUTABLE TO THE
WORK Of THE GENERAL ACCOUNTING OfFICi

The measurable savings attributable to the work of the Genen! Ac~ti.. Oflji:e
during tiscal year 1968 are summarized in the followins schedule and. except flll' coIIiic­
lions. arc described more fully in the accompanyinsllstins.

There are also savings resullillll from our work which are not fully or IelIdlIy .; ...
able in tinancial temlS. A few examples of saYinp of this nature haye also beendacritlelt

A number of lhe savings included in this section haye also been cIiscu.ed in _ .....
in the related seclions on tindinlll' and recommendations.

Collections and 0tIIIr ......... Saw..
1000 omitledl

CuIIUIIIIllI

DEPARTMENTS

a-
U 71....- ,...-

.Army
Navy
An Fllrre
Dplellse
Agriculture
Commerce
Health, EdllC<1Iion. and Welfare
Huusing and Urban Development
Inleriof
Labor
Post Office
State lincludinq AlD. Peace Corps, gnd USIA)
Transportation
Trea!>ury

AGENCIES

Atomic Energy Commission
CiVil Service Commission
El<ecutive Office of the Presickmt
General Services Adminis1ration
National Aeronautics and Space Administration
Panama Canal Company
Seleclive Service System
Veterans Adminislration
Legislative and other

Total for departments and agendes

Transportation audit
General claims work.

Total

$ 829
376
142
97

1
11

104

1
49

15
110

1
253

45

3

2.037

14.681
2.939

$19,657

$ 99.638
5,463

39.110
42.•"
2,_

464
780'

1.375
2,316

:JCl6
470
824

1,057
13

57
2,257

$15
8.166
3,513

171
74
~

)3_

213.177

$213,177

$100;~7
5.829

3lI.252
43_
2.461

475
88il

1.375
2,316

415
470
839

1.167
13

57
2,258
1228
8.tll6
3.658

177
74

666
13

215,214

14.1181
2.1139

~3:le

Indudes $33.557.(xx) resulting "om reviews of Defense mtemalional activities.
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DETAILS OF OTHER "USIIRA8.LUAVlNGS

De.WJs of other _bIc rlJlMlciall8ViJllS includina additional rewllllCS attributable to the
work ofiJie GenIiiJ. A_r' OffICe d .. the rJICII eat 1968, tolali $213,177,000. are.. . . ." !J:II.. IIIUII Y III
IiiteilbiIIOW, AjIpro.wnately· $30 miIIioa' of the srriJ!p or additional revenues are recurrina in
~¥ ~"~;:iiOii:t~ie In fulliie Yeal'i: 'the ilellll liSted consist Jaraely of reaIi2ed or potential
sm" jft'c:;o+emiii'enl' .1J~'·atiribUlabIc to action laten or planned onlindinp developed in
our eXamin'aliOO Of ..mcY aJ!ii'_i~Or operatiollS. In most instances, the potential benefits are
tiIlsed O!l estiiDatcs aRiI far some ileJlllllle actual amounts to be realized are conlil1&l'nt upon future
actiolis or nenls.

ACTION TAKEN OR PLANNED

....., ...1.
Sewings due to a reduction in in·

ventories resufting from a reo
duction in Ihe time allowance
for obtaining stock for use in
Vietnam. Time experienced in
obtaining $lock had been sub­
stantially less than that used in
establishing stockage objec­
lives and enabled corrospond­
iog reductions in procurement
funds required and _optl-
lIed-Army lnonreeutringl S 83.100.000

Military Assislance Program
(MAPI pr_ny held for long
periods for anticipated re­
quirements that were not eJe­
peeled to materialize in fore­
seeable future years has been
released to meet military and
MAP currenl and firm future
requireme'Its··Oefense (nonre-
curringl 32,600.000

CanceHation of plans to procure
equipment in excess of
needs··Army (nonrECurring) 7,501 ,()(x)

Adjustment of prices lJflder exist­
ing contracts or proposed

arneu""meuts-Army, Navy and
Ai, Force tnonrecurring} 11.354.(XX)

SaYings through earlier use of
formal advertising procedures
in establishing Fereral Supply
Schedule contracts for mag­
netic computer tape-General
Services Administration (non·
recurring) 4,O<X>,OOO
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Savings thrOt.4l competitive pro­
curement of certain heHcopter
parts-Army (nonrecurring)' $ 2.105,000

Savings resulting from negotialed
reductions in Federal Suppty
Schedute contract prices for
lamps-General Servi<>es Ad­
ministration (estimated annual
savings) 1,900.000

5avi~ resulting from tower ne·
goliated pria!s lor additional
quantity of bomb fuzes-Army
(llOOfectO',ingl 1.335.000

Savi,. on repair and mainte­
nance of office machines re­
sulting from phaseout of
higher priced nalional Federal
Supply Schedule contracts
with machine manufacturers
and expanded use of lower­
prtced GSA regional contracts
awarded 00 a competitive bid
basis 10 local repair firms­
General Services Administra-
tion testimated annual savHlgs) 1,200.000

Avoidance of procurement
through increased recapping of
aircraft tires-Navy testimated
annual savings) 1,084,000

Savings resulting from use of tess
costly rations by the Army in
Europe and overstocked "C"
rations made available to meet
requirements in Vietnam--
Army (nonrecurring) 943.000

Savings achieved by obt~ining

gasoline 'rom Government



ACTION TAKEN OR PLANNED

Supply Manage"Nnt·-<:Ontinued:
aullets inSltwd of from com­
mercial OuUPts ·General Ser·
vicE's Adminislnllion h..'Sli·
matl!d dnnual savings) $

Cancellation 01 outstanding or·
ders fO( Ulcdi<:al .P.quipmenl
and sllpplies which were ex
CPSS to the r(.'qlliremcnIS lor
Ih~ pacifica!ion program in
Vjp.lnalll··A!lt~t:v fur Interna­
t;onal Development (nonrecur­
ring)

Recovery of excess bombs and
associatP.d hardwevc 10 Siltisfv
othP.r UnitP.d Stalp.s nreds··
Deleose tnonre<:urring)

Terminalion 01 COlllracl for Iiq·
1I id hydr09l'n in (lXCCSS of
iJnlkip.llCd If'Quiu'nlcnls··Na·
tional Aeronautic. and Space
Administration (nonrecurring)

Acquisition aod ulililillion of ex·
l.'4..~ lllilltary assistance pro­
grarn jet enqillcs in lieu of
mure rosily cWHrlloul of less
modern enginr$··DId'un~ (non­
recurring)

Displlsal by the Arrny of obso·
lete tel~phonn C:lJble through
stiles lu ronllllercitll users and
transfr!rs \0 Fl'dorill agencies··
Army InunrP.l~urringl

Sdvinys in COStS lor storage of
procC!ssed mmmodities by re
vising rJ<lyrncnt provisions in
stnrane cnnlracls to eliminate
paymPnts for unused storage
periods··Agriculture (esti·
mated annual savings)

Cancellalion of plans to procure
nP.W P.quiprrenl for contrac­
lor'S use· Navy (nonrecurring)

Use 01 ilems scheduled for dis­
posal as acccPlilble substilutes
for i lems in curren I demand­
Defense (nonrecurring)

Savings obtained as a result of
changes in contract terms and
improved competition in pro­
curement of propane gas--Gen­
eral Services Administration
(estimated annual savings)

747.000

700.000

553.000

382.000

352.000

318.000

312.000

250.000

200.000

185.000
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Avoidance of procurement
th.ough diSCOW!ry of _able
i,ems-Army lnonre<:u<,ingl S

Reduction in requirements for
Apollo earth landing seq"""""
coo'roIiefS bV dillerting un­
used excess units and locating
and divening lost units-Na­
tional Aeronautics and Space
Administration (nonrecurring)

Savings resulting from transfer of
excess materials to agencies in
I ieu of new procurements­
General Services Administra­
tion (nonrecurring)

Avoidance of procurement
'hr~ redistribution of ex­
cess material on hand 0W!fSeaS

to locations at \NhKtt needed­
Air Force (nonrecurring)

Avoidance of procurement
through redistribution of ex·
cess CQuipment to localton at
whim necded··Defense (nonre­
curring)

MisceUaneous (estimated annual
savings. $43.000; norvecur·
.lng.562.0001

Paymlfttl to Go 11111'''' E...la,..
and 011.- ....I. ,.~

Savings due to discontinuance of
tree medical care to Public
Health Service civilian fietd
employees·-Health, Education,
and Welfare (estimated annual
savings.

The Department of State revised
the Foreign Service Travel
Regulations 10 provide for a
reduction in the max,mum
rale of per diem for cet'fain
travel outside the continental
United States testimated an·
nual "";ngs!

Savings. resulting from discon­
tHluance of improper method
of computing CCMlij)ehsation

_able 10 partiallv disablOd
Federal employees-Labor les­
timated annual "";ngs!

SaYings resulting from irnprow-

143.000

131.000

68.000

52.000

29.000

105.000

215.000

124.000

100.000

.
~_..



'n"..

PVsiiiIs:".:8 ". "~"'" P _
IiilliibilaLP'--itfpt' -rFf/~~yt, \{-

j+ilii,ii'C)j\'i"'1,';.f"ri$" '~." -~,,;-,1,1(•. ,._' __ l'D
tile iWompt'alIjiJilJrilni 01.
abilf'tv co-mp~ion pay4
mei'us to iniuredFederai em­
ploy... lrom leI!lpO<ary total
disability to partial disability
rales-Labor 'estimated annual
"",ii1~ $ 75.000

MiscellaneOuS {estimated annual
savings, $,12,000; nonrecur4

ring, $13.0001 25.000

u-. Cei.1 11 I._er-
Reduction in Government contri·

butions to local housing au·
thori1tes anrlbutable to maxi·
mizing irwestment of eJC<:esS
funds held by local housing
authorilies-Housing and Ur·
ban [)evefopment (estimated
annual savings) 1.200,000

Cancellation of funds tentatively
allocated for airporl _cp­
ment becauSe anatysis of a...·
pori income and expenditures
showed lhat work could be
completed without Ftlderal fi·
nancial participatioo-Trans·
porta1ion tnoorecurringJ 580,000

Reduction of {J"arlt apprOYed for
construction of technicat voca·
IH::lnaI institute due to reevatu­
aUon of grantee's contribu·
tion--Commerce (nonrecur·
ringl 464.000

ReducUon in grant '0( educa­
tional programs resulting from
reL"Valuation 0' ratE-OS used 10
claim Federaf reimbursement
for indirect cosIs--Officc of
Economic Opportunity, Exec·
utive Office of the Presidenl
(nonrecurringl 367,000

Savings resulling trorn greater use
of resourct.."S through increased
Hcadstart clas..~ sile··Office of
Economic Opportunity, Exec·
utive Office of lhe President
(estimated annual savings) 365.000
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Reduction in costs through elimi·
nation 01 ineligible students
Irom tI1e _tart and Up-

W8flI Bound programs-Office
of Economic Opportunity.
Executive Office of the Presi·
dent (nonrecurring) S

Reduction 01 Federal participa­
tion in the cost of excawtion
on a Federal-aid Interstate
H~way project-Transpo"a­
tion tnonreeurring)

Reduc1ion in Federal financial
panicipation in cost of land
not needed for airport pur·
poses by amending grant
agreemen I··Transportation
(nonrecurringl

Reduction of hospital billing rate
used by a county hospital in
charging tor hospitat care pro·
vkted to recipients under the
Medical Assistance lor Aged
program--Health, Education,
and Welfare tnonrecurring)

Reduction in Federal financial
participation in the cost of
public asstsUmce programs as a
result ot adjustments for ~.
I'nEl'nIS made during periods
when recipients were not eli·
gible tor assistance--Heallh,
Education, and Welfare (esti·
'flared anouat savingst

Reducrion of grants awarded to
institutions of higher educa­
tion as a result of amending
grant agreements to conform
with the provisions of ap­
proved Stale plans·-Heahh,
Education, and Welfare (non·
recurring)

Miscetlaneous (estimated annual
savings. $4.000; nonrecurring.
$34.0001

In__ Costs:

Savings in intefest COSls resulting
from revised procedures for
advancing Government tunds
10 States under programs of
the Federal EXlension Service

243.000

234.000

205.000

200.000 '

179.000

84.000

38.000



ACTION TAKEN OR PLANNED

Int_est eons-eontinued:
and CuolJcralivp. S!a!l~ Re·
Sflardl Sp.rvice··Agrirullure (es·
lunalf'd annual savin9$1

S.lVjll~)S HI iute'PSI costs fp.suhing
lrom <Idoplinn 01 prtJ(:edures
nroviding lor p.xpedilious de­
posit ul fundo; into the United
$I<lIf!S TmilSLJry Awicl,llture

(r.stinwted ,:tnnual Silviogs)
Reductiun in inl(>rI~1 costs re­

:-ultinq from cldrlficcJliorl of an
rUllhiljl'ous tern I tn Collan Cu­
nperLltivp Lmm Aqrcernl-!nls"
Aqriculrun-' {t.."StilllaIHd annual
'WJVil\!JSI

leasing _ Rental Costs:
UnnP{·p.~ry Ip.asiny rosts clillli­

fl(llr'(j wilen le<JSr.S Illr CllIOOlU'

nlc(llions rircuils. in EUHl!JC
'oWn."' disconlinupd ilnd lIlili·
I,lrv (OInlllunkalinns were m·
roult~d ov~r Gov(·rnl'rlPnt·
owned I.ircuils or slJCue cir­
CuilS··Dcfp'llSt' It'slill1aloo an·
ntlill Silvinys, $47,000. nonre·
cwring, $J02,OOOl

Savinos resulting ftorn purchasing
nllhet thall continuing to ICiJSP.
VBhir It's for use by contractors
dl V'lIlrtp.nberg Air Force Base
··Alr Force (estimated Llnnual
silVinqsl

Savlll~ Hosullinq lrom obtaining
more ICJVO(able lerlllS in lour
leasing agreemr.nlS lot repro­
duc.tion eqlllplOtmt; Rock Is·
land ArSt'nal--Arrny (estirnated
annual savings)

R_lncome:
Additional rental income 101 use

of Governmcnl-owned equip­
ment in possession or contrac·
tors··Defense lestimatr!d an­
nual savings)

eo_lan.R....... ond
......_nt Colts:

Savings resulting ftorn Congress

$ 790.000

231,000

12.000

349.000

313.000

25,000

24.000
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not appropriating funds" for
additional t>....racks requested'
for Naval Air Station, Oa!ana.
Va.. in the fiscal ye¥ 1968
construction program-NavY
(flOflI'ecur,ingl

Savings bv using existing storage
lacililies in United KtngcfOm
and canceling plans to coo­
Slruct warehouse in Federal
Republic of Germany-Army
(nonrecurring)

Savings resulting from reduction
in lhe size of facility apprewed
for fiscal vear 1968 Military
Construction Program for
Camp Pendleton, Caii-f.­
ftAarioe Corps (nonrecurring)-

MlIlIIIJOWIII' VIiI' tioca:
Decrease in labor costs at NaYat

Ammunition Depot, Barga,
Wash., 1hrough reduction in
overtime··Navy (estimated- an­
nual savings)

Reduction in personnet required
lor repair and overhaul of gen­
eralors under Air Force base
maintenance conlract--Air
Force (nonrecurring)

Beller utilization of expensive
airlitl capacity fOf shipment of
hi!tl ptiority c--argo 10 South­
east Asia-Defense (estimated
annual savings)

Reduction in cost of overseas,
shipment of cargo by commer­
cial air seMce re5f.M ling from
t<Wiff revision-Defense (esti·
mated annual savings)

Elimination of transponation
COSls through direct delivery
of petroleum. oil, and Ivbri­
Cool products- to Kore~·Army

(estimated annual savings)
Savings resulting from changing

procedures to provide for Ship­
ping certain rriiliiary supply
parcefs by more eoonomital

$ 1,2Oll.ooo

540.000

45.000

1.158.000

195.000

7,JOO.000

1.500.000

1.200.000



TII.-!!··jIii-Iil··!!!'!!·!":·~c~- '!'I''iI!-!'I'll
kr~~·.:~>J --Air
Elliai lOstitnotii! ...:= ....
ing!)

tl~liItion coolS.~ by
__,Army.-in Eur'''"asa resull
ofuse 01 "'iU~t.iIC'oo and
~fi'igBinltorseHtiinji_intieu

of: obii"iMti.ciai tratlsportation
-Nrrrv 1l!Sli_- ...........
ing!)

ClIIiiIr--
SWings- through .esolicilalion 01

contract proposals and- proper
Mard of contract foltowing a
decision rendered by the
Comptroller General' pursuant
to a bid protest against Air
Force procurement of etec­
.ronic data processing equip­
m.... (nonrecu"ingl

SaM,. resulting "om redUctioo
in personnel and _ipmenl
by consoIidoling photographic
lJperIIti.oos at the Jotm F. Ken­
nedy Space Center and the Ai<
Force Eastern Test Range­
National Aeronautics and
Space Adminisfration tesli·
mated annual savings.
S 1,400.000; nonrecurring.
$1,600,0001

Reduction in COSt of revising
maps 01 .he Nalional Topo·
graphic Map Series-tnterior
(estimated annual savings)

Savings in cost 01 Federal Em­
ployees' Group Life Insurance
"..ogmn acIlieved Ihfough ree·
omme"ded amendmt.,"1 of the
insurance contract to prO'olide
for the reduction of rales-­
Civil Service Commission tesli­
mated annual savings)

Minimum f1igh.t pay require­
men ts changed from a
monthly to an annual basis 10

permit more orderly sched­
uting of flights and more oco­
nomical use of aircrah--Air
Force (estimated annuat sav­
ings)

"'.
$ 371,000

129.000

36.000,000

3,000,000

2,150,000

1,450,000

1,275.000

.49

: I> ~.'

.. ;:' .'

Additional rewnue resulting
from ......., limbel __

procedufes which wilt incr8illSe
1he __ ._ of ti_

01_ for sale by 1he eur.....
of Land Mon_nt··Agricul·
ture (estimated annual S8\1ingsl $ 1,100.000

Revision of procedures and "..ac·
ti(2S in accounting for reim­
bufsaIlIe C<lSIS 01 ifwestigotions
discloood • surplus in 1he CMI
SeMce Commission's ".,olv·
ing fund for irwestiglttons
which was !hen deposiled in
miscellaneous receipts of the
TreMUfY as was required bv
law. rhus makifll these funds
unavailabttl for expenditure
(nonrecurring) 784.000

Tt!rrnination of payment of pro·
ficiency pay to Navy er.listed
pe~net atlending full·time
ooIlege degree progroms··Nw.
(",,'ima led """"'" ....ngsl 500,000

Savings, in operating costs result·
ing frOOl modifications of the
aa;eterated busines ooIlection
and delivery program .1 45
participating oHKti-Post Of­
f ice Oepawnent (estimated
annual w,/ings) 350,000

savings and improved rnanage­
ment of lhe guardianship pro­
gram resulting from improved
procedur8S over interna' field
investigations-Veterans AI:J­
ministration (estimated annual
....ngsl 350,000

Savings resulting from use of
available Government<JWned
laundry facilities instead of
contracting commercially for
such services and from eJl:pan·
sion of services in some hospi·
tals to provide service to
others-Veterans Administra'
tion lustimated annual savingst 300,000

Reduction of labor costs in the
conlracts of a federally as­
sisted low-rent public housing
project because of more realis·
tic wage rate determinations··
Labor Inonrect6.ingl 191.000

Increase in i"teresl payfT'lfffits to



ACTION TAKEN OR PLANNED

Other ttehlS .continued:
the United States Treasury
due to correction 01 under·
stated Government's invest­
ment in Ihe Panama Canal
Company (estimated annual
savings. $42,(K)(); nonrecur­
ring, $135,(00)

Reduction in costs for documen­
tary stamp tax because of
adoption of nominal bid pro­
cedures at foreclosure sales··
Housing and Urban Develop­
ment (p,slimated annual sav­
ings)

Savings due 10 cancellation of
plans to purchase peripheral
lands through reevaluation of
land needs at two migratory
wa ler fowl (8 Iuges·-Interior
(nonrecllrringl

Additional reverue resulting
from the correcting of revised
nrocedures for calculating
lransil service r:harges against
foreign counlries- POSt Office
Department (estimated annual
savings)

Savings resulting from use of sub­
slilule electrical power to fuf­
fill contractual commitment!>

Elf: 1 J

$ 177 ,000

171.000

165,000

120,000

ISO

thereby lMliding CIIIIh ........
ties-Atomic Energy Comml..
sion (nonrecurring)

Additional billi"" to the Fedor.
Ropublic of Germany twauoo
01 undeftharoos 10< ....,.i11
lurnished under the~
tM! logistics ll<O9'--~
(nonrecurring)

Savi"" obtained as a ,_It of
changes in rates for electric
service at Paine Field. Wash­
ington--Air Force lestimated
annual savings)

P,....,tion of """'-mortIS by
correctkwl of military &-..e
records--Oefeose lnorvecur­
ring)

Reduction by the Navy in cost 01
consuhing 5ef\fices due to ca't­

cellation of plans to hire out­
side consultants and. instead.
utilize services already avail­
able within the Department of
Agriculture (nonrecurring)

Miscellaneous i'ems (estimated
annual savi"". $109.000; non­
recurring, $23,()()())

TOlal other measurable savings

$ 67.000

62.000

'J7.000

16.000

11.000

132.000

$213.177.000

I



Many si,nificant rmancial benefits,'the ' " ". , " ,.
C1" "r~~ smJIII or~ saVUlp,
that are attributable to'the worlt,'of the Gen­
eUt \\:i:'toWitlnofrJee are not fuD or readil.... I ,,,,y Y
mlallirilble in fiilancial terms. Tlieie benefits
••It froin aCtions that: are taken or that are
to 'betatenby: the ~P8rtment. and allCncies
to eliniinate unnecesAry expenditures or
otherWiie '~oIrectde1ii:ielicies broualit to lialit
in Q!ii awlit re~i1s.

A few examples of tIiese actions identi­
rlCc1 d Inl the fiscal year 1968 are described
belO1O,

CHANGEIIN AGENCY POLICIES,
PIlOCEDURiES. AND PIlACTICEI

.....~_In
-Ii tintlof,M1.III'litu .Ift
AIr·.....F ' .... DIJIDtI

Our report to the Congress in January 1968 dis­
closed that during the last 3 months of 1966 an esti­
mated 34 percent of the total shipments of material
received from bases by three Air Force depots were
unnecessary or uneconomical because the malerial
was already in a long supply or excess position, or it
was material which had a vatue that was less than the
costs incurrtid to process its return. Estimated pack·
aging, handling. and other administrative costs in­
curred in connection with these uneconomical ship­
ments totaled about $1.259.000 for the 3 months. In
addition, substantial transportation costs were in­
curred in connection with these ufle('!;,lomlcal ship·
ments, which we did not attempt io estimate because
of many unknown factors.

We proposed that t~le Secretary of the Air Force
consider establishing :easonable retention levels tor
items managed on ,=,conomic order quantity basis so
that bases could letain limited quantities over their
requisiti'oning objective. We made no recommenda­
tion for other items since the Air Force had imple­
mented or was to implement new systems for other
items which in our opinion should prevent uneco­
nomical returns to the depot for many of these i1ems.

Air Force officials concurred in our proposal
and advised us of new procedures that were being

lSI

established covering the retention, reporting, and re­
turn of these items. The Air Force stated it would
establish retention levels requiring bases to retain up
to a 365-day level of supply over the requisitioning
objective. The action taken should result in substan­
tial savings.

Ann¥Pra 'J....e-.. I:,...u.. to
PIoviJe.... •• • "'Us_,11 .11i:'1
R, t!1I WII _ ..
......,.... R",1llII R....

Our review of about 12,000 issues of spare parts
at seven military installations•. that should have reo
suited in the return of a like quantity of unserviceable
parts, showed that SOlne 70 percent of these parts
-were not returned to mainlenance activities for repair
and reissue. Many of the parts that were nOI recov­
ered were, at various limes. critical items in short
supply Army·wide. The tailure to return repairable
parts results in unnecessary costs to procure new
parts to meet requirefli'lents. If the recoverable parts
had been returned, a large percentage could h8Ye been
repaired at a substantially 10000r cost than Ihat in­
volved in procuring new assets. We believe that the
recovery of repairable parts Ihat are currently being
"'05t"·-not available-to the Army supply system
would result in substantial savings. For example. from
July 1964 through March 1966, the Army procured
$7.9 million worth of 13 parts that were included
among Ihe parts in our review. We found that signifi­
cant quantitil.\S of these parts were not being recov·
ered because of erroneous recoverability p, "·'ications.
These matters were disclosed in our report to the
Congress in January 1968.

The Deputy Assistant Secrelary of the Army
(Installations and Logistics) informed us of Ihe ac­
tions taken by the Department of the Army relative
to our findings and proposals. He staled that Head­
qu..;~ters. Army Materiel Command, would instruct
Ihe N..,:"lnal Inventory Control Points to review ap·
propriate ~~ocedures and design new procedures
where necessary to ensure compatibility of recover­
ability information ;!l technical manuals. supply cata­
logs, and relah}(j publications and that this program
would be closely 1TI0ni to.-'K! by the Departmenl of
the Army. He further stated that the Army had taken
action to establish the necessal~/local controls which,
when properly implemented. would ensure that un­
serviceable reparables are returned to the proper
repair agencies expeditiously so that they can be re­
paired and returned to the supply system as effi­
ciently as practicable. We believe thaI the Army's pro·
posed actions. properly carried out, should improve



substantIally the recovery at repairable Items and re­
duce procurement costs

sm... by Reduction in Size of
Air Force Construction Project for
Bachelor attiC*' au.ters

Al Mather Air Force Sa5@., Sacramento, we ques­
"oned Ihe reQuirenlenl to construct two increments
01 bachelor olficer QUilrlers tOlaling 460 units. esti·
mated to lost $3 4 million, becausp. there appeared to
be a large number 01 vaCilnCles In private housing in
the nearby community which could have taken care
of al ICiliit part 01 tile np.oo A FPdefal Housing Ad­
ministrlllion (FHAl ofilci;ll also informed us that
FHA owned, al tile ttlne, IhrouQh defalllt, a 565'llnit
<J1"klrtlllent r:nmplex til St-l"t<lnlPnto. In our opinion.
QrPdlpr l oll",dp'dtIOIl III Ihe community support avail­
n!>l(· W,t" ,lppropr l<llp. p<;nel.l.llly In view of 1he then
(eu"lIllv .....1,thl,..I!P<l Dl'JlfHlfllP.nt of Defense polir.y to
DPIIlIlI ,1,,,·\1 .., Il11Olbf"s of tvJchelor olhcers and
hlqher 9rddl' .'Illl .. t("(j pet"h"WopI to reside tn the com·
1111111IlV AddlllO!ll.111\. Oil' drll{)1I1l1 10 be Invested,f;!$ti·
lllilll'd ill $/.000 p~r urili. WriC; c;19T11i1,an: enough that
Iwtll...r l:t'Il'\,df>fallllll of Ihl! Ilttlllet was warranted.

In vtP.W of Ihe IIlHfllnen('p of !he award of Ihe
,-nnSIHI( lllln nUltriln lor Ihe fn .. l IIlC"rement, we in­
forrrliilly i'IdVI<;f>(i othnal5; 01 thp Op.partrnP.nl of De·
len<;e ;)lld thp Atr Fon p tn Aprrl 1967 of our findings,
requpsllnq lhat lh(-'y carelully reconsider thH need for
lhe proJ£'C1 befort> rT'lCik.tng <I fini'll deciSIon 10 proceed.
By letter datl:!({ June 4. 1968. Wf" were infonned by
the ASSlslanl Secretary of Defense !InstallatIons and
LogtSllf:sl thi'll, it~ a result of further sludy after Ihe
ne\'V oil-base pol",\, was anooullced, the Air Force
had reduced the OPl reQwrement tor new conslruc­
t inn from 460 to JbO llm,s The leI ter further stated
111031 Ibis (evtsoo rt'!Ql/irement was, In turn, reduced by
thE! Depuly A..!>lslanl Secretary of Defense for Proper­
tIes and Inslallalions to 288 Units bV a more stringenl
application of criteria and to Insure against the possi·
biltty of overbUIlding. We were also informed that a
supplemental reporting SV!>lem has since been estab·
Itshed 10 provide more complete and accurate data on
requirements lor bachelor housing. The action taken
should result in substantial savings.

RICOWttY of I,..... lQIlllr ... Incorrect
Payments of LOIft Pill C 7

Our examination of various loan transactions
under the Agency for International Development
(AID) CommodilY Import Program showed that (a)
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certain commodi lies that were imported by the redp·
ient country were not eligible for financing under the
terms of the loan agreement. fbi an advance under, a
certain loan i¥'"eemtmt was to excess of the- wtue of
the commodities accepted for financing under the
loan. and (c) duplicate payments were made to a re­
cipient country for COiittTlOdities irrcxsrted- under
their 'OIl" _ment. On the basis of "'"' findiiigi.
AID has issued bills tor coflecHon to the rectpieOt
countries to recover $875.000'. the amount of, 'the
improper payments,

Had these transactions gone unde1eCted. the
amounts involved would have been tMlfltually re­
covered by AID as repayments of klan principal or by
an adjuslment in the repayment ~uIe of the loan,
However. the recovery action taken by AID at this
time will return these funds 10 current year opera­
tions for use in AID foreign assistance programs.

AID has advised us thai ilCtion has been taken to
strengthen their surveillance ewer commodity import
IransacliQfls.

...... of ,.,,11l1li.... Ca of
F......e-_" ..
• MI. tGltftiIeIII OoIIIrI

We found that the United States had Australian
currency equivalent to about a third of a million dol·
lars in tend-lease settlement f~. atthough it had
financial requirements for property and improve­
ments and was making payrnt."t5 in United'States,dQl­
lars for an educational progr~n. These funds-were oot
being used to meel United Slates requirements and it
appeared that they would remain ooused for some
time in lhe future.

The funds had been made available pursuant to a
1946 agreement between the Governments of
Australia and the United States pertaining to lend­
lease and surplus war property; and. al the lime of
our review. the funds were in an "AcquiSition of
Properties Account," No payments had been made
from this account since Seplember 1961.

We recommended ihat. to help alleviate the
United States balance-of-~~yments problem, the 08­
partment take the 8iJrliest possibleac'ttoo 10 seek the
use of the Iend·ktase funds to meet the plaMed re­
quirements of the Department or other United States
Government agencies in Australia. in lieu of spending
dollars.

On April 11. 1968. we were informed by the
Depart ment of State that the Government of

I
\



A'UilhiliO hod poid. tha UnilAlcf SillIeS G<MtOlnont
13il5':5($. iif· ~i;"'lt of the ie"dl". b11ana!. aod
th8f.,j)jif~;lili·itfoici;~"......tted to the UnilAlcf
Suh.{t;~~fQl' -d8p0s.'f to misteHaneous rec;ei'plS.

""Ii ·..'t.lIo.·"jr'[ .•
~;. ";'ff'W""',">,,:," ';'f;\~"W'''\;~;il''~\: ("<'.

~,"""''''~:iIi~:f'ii''',::':>']r''i;''rD~~~n-_,,'e', ", t
'!JK.l.'i':<~\:"i'~~.i.·~;j';;;....:;e~~.It*,,~'i;:rJitji.l' \>.

oUr riMiIw, of' the iiOcoiement practiceS '05.
~'tl'(;tiiijA'ii9'~i""""'d.ajjilgOlnter.lnc.
~,~.'<.tti8'..~ ",Or Internatfoinal' DeYetopnent's
fUiidS' diidOliMt thit" lhe~ i~nfi - docUments•.• '. ..' '.' . ng
odI::ib#(~ag.,~r'pr6c;ft_rem8nt 01" measles vaccine" tor
liIle' io·'A'r.~~ cOur1triesl d41 nat require that formal
cQ~titiyt, ,f).iet procedu,res- be followed. Conse·
Quentl,y'; the' bdntractdr followed the commercial
priCtbof Iibl rMating,the award:pra to unsuccess­
fUl 6Iddols.. .'

We recommended that in order to ensure effec­
tive cori'lpetitHJil and an equal opportlHlily to vendors
t" suppeiing the needs of the Govemment al fair and
reasorlilbfe prices. the Agent;y tor Inlernalional- Oevel·
opirieht (AJO) should iocor:potate a provision with
riSpect to the expenditure of AID funds requiring
that tiStabiiShed United States Government procure·
rrent practices be followed. including disclosure of
prices paid. untess compelling circumstances dktate
otherwise.

We were informed by the Assistant Ad,ninistra·
tor fOf Administration. AID. tnat the Afro·American
Purchasing Center. Inc.. has now agreed that on all
new AID-financed- business it will utilize the formill
competitive bid procedures. requiring Public opening
of bids. for any purchase contract estimated to ex­
~ S50.000 ooless waived by AID in spec::ific cases.
This action should encourage more effective competi·
tion and will provide an equal opportunity to vendors
in suppfying the needs of the Government at fair and
reasonable prices.

I,,*,cuad E AIIncY f. InwIII......
Dais I , s'" to E tM1 A F,.
.....'~'n al.1 II Col ·1 Prior tD
• it 5 5 i"~

Our examination of 35 loans totaling about
$347 million made by the Agency for International
OeYe4opment (AID) to l5 Latin American countries
during calendar years 1963 Ihroultl 1965 showect
that. on the majority of these loans. the records did
not demonstrate that AID had taken into considera·
tion the borrower's ability to obtain financing from
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other free world SOUfee5 prior to authofizalion of- lhe
lOIn.

We found that, with the exception of formal
solicitation of the Export-lmJXlft Bank's intefesl in
32 of 'Ihe 35 loans. there was no formal documenta­
tion on the majority of the loans reviewed of any
ef(orts by AID or loan recipients to solicit private and
other free world sources of firntnce. Without formal
solicitation of other sources and docomenls:tion
thereof. a wid is created which denies to manage­
ment a vital decisionmaking tool in the processing of
loan proposals.

Moreover. if AID toans are made when financing
frorn other free world sourCES can be obtained. II "In

funds may not be availabfe to help other appli(;ants
who are solely dependent on AID for finandal assis­
lance; or. if such funds are not needed elsewhere.
AID's future appropriations can be reduced.

The Ageoc.y lor lnterrlflt'onal OevP.toPmt'f1t con­
curred with our prapoS<MS and slated that procedures
would be estabJished 10 (a) prescribe 1hedocumenta·
lion r~ired to evidence formal solicitation of
United Stales private sources of financing. and (b)
require a full explanation of the basis fo: a,determina·
tion of nonavailability of alternate financing in the
abst!oce of formal solicitalions 10 United Siaies pri­
vate tenders. We also were advised thaI AID would
reQUire that future loan applications {;omain slale­
ments indicating Ihe appticant's efforts (0 obtain fi­
nancing from other free world sources. including J)fi

vale sources of financiny in (he United Slalcs. and
Ihal slaps were being taken (0 l,!IlSUrC the availability
C)f more {;omplele evuJence of Agenc.y efforts to de­
termine alternative sources of financing.

Subsequently. AID cirCUlarized all Missions in
lhe latin American Bureau reaffirming lhe proce­
dtKes (0 be fofloo.wd concerning alternalive sources of
financing fOf proposed capital projects.

£ lof'l'II I R of
E_Mlli " AIIiItInce". "all. ,,,

We found lhat the Depaflrnenl of Dl::!fense. the
United States European Command, and Ihe MililiJry
Assistance Advisory Group had not effectively imple­
mented an existing system. which in itself was not
wholly adeqlJC.lIP. ior obtaining lhe return 10 United
States conilol of ammunition and weapons which had
become excess to the recipient country's require­
ments.

In compliance with ollr proposals. lhe Office of



the Assistant Seuelo'lrv 01 Defensp. (International Se·
curity Affairs) notified the Departments of the Army,
N<lvv. and Air Force 811d all unified commands of the

p)(i$ting urgent need '0 oblain dedarations of excess
U 11 t tflU States-rllrnished mnlerial from countries
wtlf~rc it was 11(1 longer required. Subsequently. this
11()[lfic<-lliol1 was incorporated in the Military Assis·
tilill l' Manual, establishing pro(-edurp.s for reporting
l""t' \",SlJS imd resolvinq cases where Ihe Military Assis·
IdllCl! Advisory Groups encounter difficullies in in·
dlllllltJ reciplPll1 t,;ountries to relinquish excess mili·
larV assi~tant-e progr<trn property.

Clarification of Criteria for Ftder'al
Participation in COlI of Constructi"l
Suiktings for Filkt M1inteMnCe Equipment

In a report sellt to the Adrninislrator, Federal
Aviation AdminiSTration (FAA), in July 1967, we
l·fHlHllented un the inconsistency or the eligibility
(~ritp.rja for Fe~ral participation in the cost of can·
<arllcling buildings lor field maintE'!flance equipment.
uflder Ihe Federal·ald airport program administered
hv FAA. FAA regulations provIded lhat all airports

·tl".atlo'd in any 01 15 $ppcifical'v named States were
...hgl[Jle for Federal participation in buildings of this
IIrlhlfe. whpr...,s airports located in the other 35
SI<:III:''' had to meet specific temperature crileria to
Qualifv for eligibIlity.

The eligibility of all airports in tile 15 States was
based on FAA's assumption that if it had been deter·
mined that the specified climatic c':lndilions had been
e)(perienced at any wElnther station in a State, it was
likely that similar condi lions had been experienced at
all airport locations ill 111<31 StalP

Airport developments recommended by FAA
for the 5·yeal penod '966·70 provided for the con·
struclion of field maIntenance equipment buildings at
49 airports ill , 2 01 the 15 designated States. FAA
P.Slimated thai II would COSI about $1.2 million 10
construe! the buildings al 25 of the 49 airports. Of
this amount, 50 to 62'h percent would be paid for by
tile Federal Government

Our review of c1imatulogical data showed that
the cooditions al Ihe 25 airports did nol meet the
criteria applicable in the remaining 35 States. We
theretnrf-! recommended that FAA revise its regul.,·
lions 10 rrovide that only those airports, in any Sta1e.
which expeflf!llt,;e the prescribed Climatic conditions
shall be eligihle for Federal financial participation in
the cost of constructing field maintenance eqlJipment
buildings.

FAA agr~;.:_4ilh our, conclusions and reoom­
mendation and revised its regulations to r8f'nC:w8 ttie
blanket eligibilitY prO\/idod the 15 specifically .,....,,;,jI

States.

Pr. 'J... R....... "' .........
_ £1fw1lW c.__QlIii;tIio
Ca I ....... 'I'·J "'-."."un .. ..,
LOCII Hot I ••t1t 11111

During our review of 1eh!cted aspects of project
devetopment activities In the low-rent public housing
program administered by the Housing Assist.-x::e Ad­
ministralion (HAAL [)eparunent of Housing WId Ur·
ban Development. ¥Ie noted thai HAA procedUfes
retating to the construction of oUice buikfings- and
other nortd'Nelling facilities for locat housing' ~thOri·
ties (LHAs) did not require a timely reevaluation of
the need for such structures prior to the solicitation
of competitive bids and award of the construction
contract. We found that HAA h1d approved a con·
tract for the construction of a new central office
building for an LHA without adequately considering
lhat the LHA had reduced and decentraliZed a laroe
part of its central office staff during the 3-1/2·yeet
period between HAA's conditional approval of the
need for the building and the award of the construc·
tion contract As a resuU. the office building that"vtaS
constructed was larger than needed- for the adminis­
tration of the lHA's Federal low-rent housing pro­
gram.

The new building increased development costs
under the lHA's housing program by a total of ap.
proximately $800.000. induding financing costs.
Since HAA has been paying a major part of the~·
opmenl costs appticable to the LHA's low-rent hous­
ing program. the $800,000 can be expec1ed to ulti­
matelv be bOfne principally bv the Fedetal Govern­
ment.

In vtew' of Ihe numerous nondweUing Structures
proposed for construction at federally aided low-rent
housing projects. we recommended in a report issued
to the Secretmy of Housing and Urban Development
in September 1966 th.at existing procedures be re­
vised 10 provide that, if more than a year has ~iiP$ed
$ince HAA's .1pproval of a deYetOfJmenl' program fot 3
nondwelliog facifi1Y. HAA siYJOld reevaluale the need
for a facility of the si7.C anci type proposed before
authoriZing the lHA 10 issue i,wit3Iit)flS for bids. and
should disapprove Ihe cOfI5uuetion of any proposed
facility for which need is not justified by circum·
$lances existing at the lime of the reevah.;a1;on. Re·
vised procedures. along the lines recommended in our
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r~I, were S!etec:l'..lty isued.

p~' -' o_jIi(_ -Sf ..
,. ~,.'g...(~;<.;~~~~.....
"~'''f''''~.fii'.'r.."'tfn_- _- ...
Co inf'''''"?~\-~i'~¥' ".iIi:" 5.", "~,. 5. > ! ._"

[)"ri"t!, '*'" ~il!ll' 01 linaneill mo.......,1 of
1o.,4i! po;blie hOU$i11ll' projects ~mini_ed by.,
klqI 'l1ouoiJla. oulhOtitY ILHAI. _ noted' lhol tho
HOuoi!ili:~.....' AlIministrotion' CHAAI', ~­
.-iI- Of HOUsing ond' Ufbiin'__• did nol
h8lI'8 Wopi'iete ai..ia as 10' the type and cosl of
off~ iumisftingllhot shoukI be considered eligible
to; F_ porticipolion under tho '"""enl po;blic
houIjng program. We po;nled out that such criteria
'* needed 10 help insure consistent and uniform de­
_nolions by. HIlA regional oflici... rwMwing pro­
~'purchales 01 ollice furnishings .. pr....led in
LHA budgelll.

-.- VA hoopilals indica1lld !hot the ~cy would
_ .·more .lIect'" suPPly program am mi{llt also
have considerable monetas'V savings if supply officiats
_ed mont d"'" 10'pr_.. prescribed by VA
for ~mining tt1e:correct source of suppty and for
;ustifYtng, and obtaining apl)rcwals fOf purch8!ie$ from
sources of "y,other than designated sources when
deviations are warranted.

In reviewing purch_ orders fe;, supplies costing
about S4OO,OOO, we found thet the f", stations had
purm-d items costing about 130.000 from other
than ~gna.ed·sourcesand thai the items on which
required procedures were nol roMowed cost about
S6~5(X) more than they would hwe COSI if they had
been purchased from desipled sources. We bellcve
that if the practices we observed were represemalive
of those f~1owed in other VA ~taIs. their COHOO­

tion (:ould result in considerable savings 10 VA. The
amount of the savings, however. would nOI be readily
measurable.

The agency agreed with our recommendation
that action be laken to require supply offici.,ls to
cany out their assif'MHt responsibilities in thl~ maoll(,'f"
lKesaibed and look various actions 10 a'neet the
deficiencies.

v__.It ;'1 ,

In a rl:tPQrt to the Congress in March 1968 con­
cerning the administration of a contract entered into
by the VA for Ihe conslruction of a veterans hospi lal
in Washington, D.C., we pointed to a need for VA to
improve its procedures for onsite supervtsion ot con­
struction WOfk, enforcement of conlract requirt~­

ments, and deYelopment of specificalions for hospilat
roadways.

At the time of our rwiew, about 1.600 LHAs
were authorized 10 purchase office furnishings with
HAA ilf'Pl'OYai. The ttOOu&1 contributions contr.acl
_ an LHA and HAA provides lor reducing the
trlIlXimum annual F_a1 contribution lsubsidy) by
the emounl- of residuat receipts. availabJe from lhe
opeqtion of kJw..retlt public housing projects. Thus,
any reduction in an LHA's operating costs through
more economical purchases tends to increase residual
r_plll ond corr"POOdingly deer.... "le F_a1
Government's liability for annual contributions.

In our April 1966 report to the Acting Deputy
Assistant Secretary for Housing Assistance and in sub­
9IQuent correspondence with ttltt Department, It'lle

stated our opKlion that appropriate crileria should be
_tablished as a basis for the approval or disapproval
by HAA of planned purchales 01 ollice furnishings by
LHAs.

I $ .'PI
AIIS..-e L

Ire

p' i"

Subsequently, the Department's regional offices
wet'e instructed 10 use lhe Federat Property Manage­
ment Regulations covering use standards for office
furnishings and the Federal Supply Schedules as
guides in reviewing proposed purchases of office fur­
nishings by lHAs. The instructions also pointed out
that contracts \!\'ere being negotiated with certain con­
traclors supplying the Federal Goyernment to extend
their contract prices to LHAs.

lap 0 .... iIt .....dtwi,."'.tIwi
In a report to the Veterans Administration in

September 1967. we pointed oul thai our review at
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Our findings indicated that (a) the VA did nor
have adequate assurance that certain malerial and
workmanship in the Washington hospital WdS of the
quality required by the conlract, (b) the risk of Struc­
tural deterioration had been increased, (c) future
maintenance and repair COStS lIlay be higher lhan nor­
maUy e)(pected, and ld) poor design and workman­
ship were apparently responsible for the VA incurring
additional costs of about $41,600 10 reconStruct a
large portion or the hospital roadINBYs which de(~io­

rated shortly after the hospital was cOfnpkHed. In
view of these basic weaknesses in agency procedures,
we conctuded that the construction dt!fidencies
found at the Washington hospital could dlso el(isl at
other VA conslruction projects.



As :l resull of our review, VA, in May 1968.
Informed us that It la) had adopted the practice of
rnfltraCltng directly with commercial testing labora­
lones, (bl had rewritten the resident engineers' hand­
book outlining the duties and responsibilities of the
SIi'lfl tl1ilt performs onSlle supervision of construclion
work, fel had e5lablishp.d Field Representative posi·
lIOns for 'he purpose 01. among other things, con­
durli1lg in'ermt>diate inspeclioos of major construe·
linn Jobs. wrilinQ reporls on such items as the effec·
IIveness 01 VA supervision, conlract deviations. and
the Sfa1us of construction units; and assisting in ex·
pPd,linq anIons on outstanding problems, (d) hilti is­
Sllp.d rI specific directive emphasi/ing the necessity for
tnnely dptemllnation and entorcement of contract reo
Quirements, dnd (PI had revised Its master specifica­
tions relating to the construction 01 hospital road­
ways, The VA's actions should, if properly imple·
menled, rp.sull In signifll.i1llf benefits to the Govern­
men!.

CoMOliclition of RequisitioM on •
Sirlgto G.....nmont Bill 01 L_..

Our rfoj.)Ofl 10 Ihe General Stlrvices Adminis­
trdlHlfl In Ff'bruary 1968 di~lused lhal sup~ies

rt-!ClIIISIIIl)f1p.d on a ltn.\' pri(ll'ilY order were generally
pro. , ...."l'(j "'I CIS III bt' ...IIIPJlI'd daily by the warehou~_
0'11 ,,·v,,·w "SI.lhll"hP.d Ihal If requisitions were h~d

Wllhlll tilt'! dllcW'....Jblt'! IIIJlt~ frames instead of being pro­
l'f's.'>ffl on il daily b<lSIS, rOI1!'inltdAlion 01 shipments to
ndl\lldudl lllnsignf"'" ,ould be improved. This in turn

'NOllir1 rt'!sutl If) SilVlllgS through lower transportation
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costs and reduction in the numben of bills of lading
and related documents J)fepiH'ed and processed.

We recommended that procedures be imple­
mented to specifically require routing requisitions to
be held for maximum periods within alkMable time
frames to reduce lhe cost of transportation. By lettef
dated June 21. 1968. "'" Transport.lien and C0m­
munications Service informed us that the General $eJ.
vices Administration concurred in our' finding and
had instituted corrective measures which they
thought would mitigate the identified condition.
They plan to adopt new requisitioning procedures on
a Nationwide basis; thus, there will be substantial sav·
ings in transportation costs and a reduction in the
numbers of documenfS processed.

..... ..,SltU.....
a.-eootcomorlor
' ........ tJ .,..

In a report submitted 10 the Seteclive service
System. we referred to fre9lt shtproents from Wash·
ingfon. D.C.. that could haw moved at klsser costs
had a differenl Iype of carrier been selected. In its
response in June 1968. Selective Service agreed that
significant savings wot,.d have been realized by use of
the mode soggP.Sted by us and stated that it would
revise its Fiscal and Procurement ManUtlI 10 indicate
the nationwide availability of transpottatiort 8$­

sistance by General St.'fvices Administration central
and regional offices so as to effect even more savmgs
in 'he tUlUre.
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HEAL TH. EDUCATION. AND WELFARE. DEPARTMENT Of

Educ.Hton. Offiu~ of
National Institutes of Heallh
Public Health Servlo'
Sodal and RehRhtll!ation Service

HOUSING AND lJRBAN DEVE LOPMENT. DEPARTMENT OF
Fr'.I.'r,11 Hlltlsing Administration
t-1(lIJSln~J Ass,stnnt;e Administration
Rprll'Will ASsfstarln~Administration

INTERILlR. DfPARTMENT OF THE
GP< III »tIW,11 Stlrvey

Illdlilll Alhllrs. BUre'du of
N,i1 Hindi P.lrk Service
RI->i Idlll,llllu), Bumau of

Spon Fishmip.s and Wildlile. Bureau of
TpHIlor"..-... Ort,co~ of

.JUSTICE. LltPARTM,NT OF

LABOR. D[PARTM~NTOF

NAnONAL AI t;ONAUTICS AND SPACE ADMINISTRATION

NATlONAI ';>:11 NCE FOUNDAnON

PANAMA CANAL COMPANY

POST OFFICE DEPARTMENT

RAILROAD RFTlREMFNT BOARD

S. CURITlf SAND ,XCHANGE COMMISSION

...( lfr:T1Vt- srRvlcr SYSTFM

SMALL 8USIN~SS ADMINISTRATION

s rAn, t)rPI\RIMl- NT OF

Aqcncy Ii,r Illlcrn;Hional Development

TRANSPORTATION. DEPARTMENT OF
Federal Aviation Administration

Federal Highway Administration
Saint Lawn~nce seaway Devclopmeol Corporalion
United States Coast Guard

158

153

3. 52. 53. 54. 55. 56. 57. 58. 70.
74.220

106. 107. 120.220
63. 64. 65. 72. 73. 107

40.104.200
59. 71.107

48. 49. 50
41. 46

68

199
47

148.202
237

78. 79
191
95

119, 156

1. 2. 3, .74. 75.100.117.155.159
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184.185.186.199.221.237.238
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137
118

35. 36,112.156.170.171.172.187.199.
222.246

37. 36
113

165.192.193.203.204.205
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TREASURY, DEPARTMENT OF THE
Cusloms. Bureau 0'
hHemaf Revenue Service
Trel:lSUf'er of the Uni I(."d Stales. Offioo of the

VETERANS ADMINISTRATION

MULTIAGENCY FUNCTIONS

U.S. QAO WoI.Ia., D.C.
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