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January 14,1994 

The Honorable Donnald K Anderson 
Clerk of the House of Representatives 

Dear Mr. Anderson: 

As you requested, we have audited the House Office Systems 
Management’s Statements of Equipment and related Statements of 
Receipts and Costs as of the dates and for the periods shown on the 
accompanying statements. We found 

l the financial statements were reliable in all material respects; 
. internal controls in effect on September 30, 1992, and June 30,1992, 

provided reasonable assurance that losses, noncompliance with laws and 
regulations, or misstatements material to the financial statements would 
be prevented or detected, however, controls over automated fmancial data 
need improvement; and 

9 no material noncompliance with laws and regulations we tested for the 
periods ended September 30,1992 and June 30,199Z. 

Our audits also identified a matter that we believe should be brought to 
your attention, although it is not material to the fmancia.I statements. 
Specifically, House Office Systems Management lacked certain control 
procedures to prevent or detect all unauthorized changes to its automated 
financial data 

The following sections outline each of our conclusions in more detail and 
discuss the scope of our audits. 

Opinion on Financial The House Office Systems Management’s financial statements were 

Statements 
prepared on a modified cash basis of accounting and are not intended to 
be a presentation in conformity with generally accepted accounting 
principles. The statements referred to above present fairly, in conformity 
with the basis of accounting described in note 2, the House Office Systems 
Management’s 

. equipment and 
l receipts and costs. 
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However, misstatements may nevertheless occur in other financial 
information reported by the House Office Systems Management as a result 
of the internal control weakness described later. As discussed in note 2, 
the statements of receipts and costs present only the results of activities 
financed from funds allocated or reimbursed to the House Office Systems 
Management. They do not include costs of space, building repairs, utilities, 
and office furniture financed from other legislative appropriations. 

Opinion on Internal 
Controls 

The internal controls we evaluated were those designed to 

. safeguard assets against loss from unauthorized use or disposition; 

. assure the execution of transactions in accordance with laws and 
regulations; and 

. properly record, process, and summarize transactions to permit the 
preparation of financial statements in accordance with the basis of 
accounting described in note 2 and maintain accountability for assets. 

Internal controls in effect on September 30, 1992 and June 30,1992, 
provided reasonable assurance that losses, noncompliance, or 
misstatements material to the financial statements would be prevented or 
detected. Our report on the internal control structure for fiscal year 1991 is 
presented in GAONMD-9312, dated August 6, 1993. 

However, our work identified the need to improve certain internal controls 
over automated financial data Specifically, House Office Systems 
Management did not have control procedures to prevent or detect all 
unauthorized changes to its equipment usage fees and depreciation data 
files. Computer programmers who provide support to the Office had 
uncontrolled access to the data files. As a result, they could make 
unauthorized changes to the data While we found no instances of 
unauthorized changes, they could occur and not be detected. We believe 
that the House Office Systems Management should develop and implement 
procedures to ensure that all changes made to its automated equipment 
data fties are authorized. 

In a letter dated December 6, 1993, the Clerk stated that the Chief of House 
Office Systems Management has arranged to receive copies of the daily 
reports which list changes made by the computer programmer for her 
review. (See appendix I.) We believe, if properly implemented, this review 
process will strengthen the internal controls over the Office’s automated 
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equipment data files. We plan to assess the effectiveness of these new 
procedures while performing our fiscal year 1993 audit of House Office 
Systems Management, 

This weakness in internal controls, although not considered material, 
represents a deficiency in the design or operations of internal controls 
which could adversely affect House Office Systems Management’s ability 
to meet the internal control objectives listed above. The weakness could 
also result in misstatements in other financial information reported by 
House Office Systems Management. 

Compliance With Our tests for compliance with selected provisions of laws and regulations 

Laws and Regulations 
disclosed no material instances of noncompliance for the periods ended 
September 30,1992 and June 30,1992. Also, nothing came to our attention 
in the course of our other work to indicate that material noncompliance 
with such provisions occurred. Our report on compliance with laws and 
regulations for fiscal year 199 1 is also presented in GAO/AIMD-9312, dated 
August 6, 1993. 

Objectives, Scope, The Office’s management is responsible for 

and Methodology . preparing the financial statements in conformity with the basis of 
accounting described in note 2, 

. establishing and maintaining internal controls to provide reasonable 
assurance that the internal control objectives mentioned above are met, 
and 

l complying with applicable laws and regulations. 

We are responsible for obtaining reasonable assurance about whether 
(1) the financial statements are reliable (free of material misstatement and 
presented fairly in conformity with the basis of accounting described in 
note 2) and (2) relevant internal controls are in place and operating 
effectively. We are also responsible for testing compliance with selected 
provisions of laws and regulations. 

In order to fulfill these responsibilities, we 

l examined, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements; 
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l assessed the accounting principles used and signiiicant estimates made by 
management; 

l evaluated the overall presentation of the fmancial statements; 
l evaluated and tested relevant internal controls, including those over 

equipment inventory, receipts, disbursements, and financial reporting; and 
l tested compliance with selected provisions of 2 U.S.C. 112e and 117e, 

48 U.S.C. 1715 and 1735, and regulations on the Office’s operations 
contained in the House of Representatives edition of the Congressional 
Handbook 

We limited our work to accounting and other controls necessary to 
achieve the objectives outlined in our opinion on internal controls. 
Because of inherent limitations in any system of internal control, losses, 
noncompliance, or misstatements may nevertheless occur and not be 
detected. We also caution that projecting our evaluation to future periods 
is subject to the risk that controls may become inadequate because of 
changes in conditions or that the degree of compliance with controls may 
deteriorate. 

We performed our work in accordance with generally accepted 
government auditing standards. We completed our audit work on June 30, 
1993. 

Sincerely yours, 

Charles A. Bowsher 
Comptroller General 
of the United States 
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Financial Statements 

tatements of Equipment 

September 30, June 30. 

1992 1992 1991 

Washington offiis’ equipment at cost $73.898,315 $73,480.571 $65586,372 
Less accumulated depreciation 50.569.901 49,036,80g 46.550.233 

Net Washlngton offlcee’ equlprmt 23,32E,414 24,41,763 19#36,139 

Dii offices’ equipment at cost 27,663.666 27.732,664 22,9?3,218 
Less accumulated depreciation 21.079.777 21 D45.780 17.753.145 

Net dititrlct offices’ aqulpment 6.563.769 - 5.220.073 

Net Equlpmenl (note 3) $29.912,203 $31,138.637 $24,266,212 

The accompanying notes are an integral part of these statements. 
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Fhmdal Statements 

Tobl Rowlptc 

Three rrmltils ended Fiil year ended June 30. 

Semmber 30.1992 1992 p&l 

s 42e9.335 &?9,552.763 $27367.246 
93.301 420,bl 236.757 

4,3B2,(u6 - - 

Statements of Receipts and Costs 

Olabunements and Mhar Coats 
(de 2) 

Diebufsemems 
Vetulor smvioes (note 4) 
Salaries and benet& 
Data processing secvices 
Equipnmnt leasing (note 5) 
Equipment usage 
QuarterIy payme* lo the 

General Servkas Mministration 
l3pipmnl repair paHs (note 4) 
onka supplies 
Telephone services 
Property supplies 
MisceIlanaous 

Total Ulsbur~nts 

other cata 
Depreciation (rote 2) 
Book value cd disposed equipmtrm 

TOW other oprratlng costs 

3,Q34,971 
131.944 

- 

Totll DltinerneMI snd Mhu 
costr (not0 2) 10,129,393 

EXCMS 0l (COW OW ROCOQSS) q6,746,767) 

4,9cm.492 1 i $67.311 12,701.885 
551,650 2.091,669 1 ,BO7,6Q7 
366,190 t A20.206 1,256,547 
166,558 1.026.318 1,219.562 
22.229 257,700 64,200 

0 250,467 269,614 
4.799 136,586 144,763 
8,353 27,665 10,674 
4.296 16,266 15,362 
6.889 5,na 12.620 
a.840 55,434 39.656 

6JI62.478 36.557.762 17.563.620 

14.643,348 13.419.647 
1.895,469 502,413 

10.536.637 13.922M 

33.#6 61 s 

q3+123825) 

The aGconqanying notes am an integral pact ot these staknank. 
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Financial Statementa 

otes to Financial Statments 

Note 1. Descrldon of the Off@ 

Until April 1,1993, the House of Representatives Office Systems Management operated 
under the jurisdiction of the Clerk of the House 01 Representatives in accordance with 
Committee on House Administration regulations. Effective Aprit 1, the operational and 
flnandal responsibility for the House Office Systems Management was transferred from 
the Clerk of the House of Representatives lo the Direclor, Non-Legisfattve and Financial 
Services. The Director is subject to policy, direction, and oversighl by the Committee on 
House Administration. 

Under 2 U.S.C. 1128 and 1178 and 48 U.S.C. 1715 and 1735, Members (including the 
resident commiesioner from Puerto Rico, and delegates horn the Dislrlct of ColumMa, 
Guam, the Virgin Islands, and American Samoa), offioers. or ammittees of the House of 
Representatives may be furnished with offlce equipment by the Clerk, subject lo 
legislative limits and regulations prescribed by the Committee on House Administration. 
Other quallfied Individuals and organizations may also be provided office equipment either 
direotfy by the C&k or through their sponsorlng Members. The Committee on House 
Administration approves the llsl of equipment, services, and usage fees compiled by the 
Clerk. The l-louse edition of the Conamssional Handbook describes the Offio6’s activities 
which, in general, include purchasing, Ieaasing, servicing, and disposing of House office 
equipment, 

Note 2. Sianificant Acwuntlna Pollcie~ 

The OftTce’s activities are financad through various appropriations available to the House 
of Representatives, and operating costs are reported under those appropriations in the 
quarterly reports 01 the Clerk. The Office’s receipts and disbursements are accounted for 
through the appropriation account for Contingent Expenses of the House (Aliowances and 
Expenses). 

The statements of receipts and costs are presented on a modified cash basis. Under this 
basis of accounting, receipts are recognized when received rather than when earned, and 
costs are recognized when paid rather than when incurred. Depreciation and the book 
value of disposed equipment are also included 6s costs. Total costs do not indude. 
cerlaln expenses paid from appropriated funds of the Clerk or the Architect of the Capitol. 
Thes6 expenses include costs for space, building repairs, utiliiies, offi- furniture; and 
equipment installation and freight which cannot be readily determined. 

Equipment is depreciated using a straight-line method with no salvage value. Computer 
kerns are depreciated over a &year life, and other equipment, furniture, carpets, drapes, 
and blinds are depreciated over a 5-year life. 

Page 10 GAO/AIMD-94-18 House OfAce Systems Management 



Financial Statementa 

In fiscal year 1992, the Office discontinued separately identifying operating and 
administrative costs and now classifies all costs under one category. For comparability, 
the statement of receipts and costs for fiscal year 1991 has ken restated to refiect the 
new classification. 

Note 3. Eauloment 

The following table shows the changes in equipment at acquisition cost. 
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Financial Statements 

EaulrmrmtChann~8atAuniisiUon Cost 

WashingtOn oietlid 
!+?E!m m TDtal 

Balances.Jurie 30.1091 

Computersquipmerrt $45237,547 5 a.651 405 s 53.689352 
~~General%rvii 8.271.664 2,266.664 10,556,718 

Administration items 
5.467.2 

7.066,202 7.MwO2 
OthsroRceequipment 2067,374 7,534,806 
Televiskm and video equipment 2,951,656 72,998 3,024,656 
Furnishings 

& 
2.6t7.373 2.617373 

Miscellaneous 206.602 3.666.483 

8abnus,Juno30,1sQ1 s45m.372 $22.973.218 s 88359,590 

Mqulsltbns 19.600555 4.564.702 24.185.257 
Mspo!3sis (10,x%3,481) (1,170,14t) (11.523.622) 
TranSferS - 1344.87~ 0 

subtotal 7.902,199 4.759.436 12,661,635 

Balarms.June 30. 1892 

cm wipment 
OriglnaiGensralWvices 

Admlnistratbn items 
otherofkeequipmwlt 
Televisianandtieoequpment 
Fumlshings 
Misosllaneoue 

l3aknc+r,Juno30,1662 

TZM 

TrallhrS 

!slbmtsl 

Ealawes.SeMrnber30.1992 

50,667,062 9,2&?,540 11,785,024 3,024,130 62,672906 12305,670 

5,59s,85i 
6,736,606 6.738,606 
2502,733 8.099,543 

3,028.lOl 105,223 3.133.324 
0 3332,742 3332.742 

4.693.196 244.191 4337.392 

S72AWSrl u7.732654 $101.221.22$ 

2295.822 766.066 3,081,908 
(1,625,f54) (l.ll6,LW) (2,741,252) 
- i@2m P 

409.744 169.0881 340356 

Computerequipment 
WJbm 
Oliglnal General Servbfts 

Admlnlstratbn Items 
Othsroffkesquipment 
Televisbnandvideosquipment 
Furnishings 
Misallarleoua 

Wanws,Saptemkr36,1992 

51361,244 11.626,533 63.187.777 
9393,764 3.09w61 12.493,045 

5.547,57! 
6,456,220 6.456220 
2,506,310 6.055,865 

2,951,141 107.212 3,058,353 
0 3,412,474 3,412,474 

4.644.571 25155q 4.696,127 

$73.606,315 #7,Mwm $101,561#61 
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Finandd Statementa 

Nob 4. Vendor Swvlces and Eaubmonl Rw8fr Mrtr 

Vendor services are payments (usually service contract payments) made for servicing and 
rspeiring equipment. Parts used by tho in-house repair shop am charged to the 
equipmsnt repajr park account when purchased 

Note 5. Eaulrmmml Leaalnq 

Members, committees, officers, and qualified individuals and organizafions have the 
option of leasing equipment items listed In an authorized users’ gukb. At September 30. 
1992 and June 30.1992 and 1991,461, 477, and 631 items, rsspacfivefy, -1’0 being 
leased. 
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Appendix I 

Comments From the Clerk of the House 

December 6, 1993 

Mr. Charles A. Bowsher 
Comptroller General 

of the United States 
U.S. General Accounting Office 
Washington, D.C. 20548 

De&r ltr. Bowsher: 

Our review of the draft Financial Audit for Office Systems 
Management (CSM) for the three months ended g/30/92 and Fiscal 
Years Ended 6/30/92 and 6/30/91 is complete. Although OSM is now 
under the authority of the Director of Non-Legislative and 
Financial Services, it was under the authority of the Clerk of the 
House during these audit years. 

This is to make a statement for the record with regard to the 
audit comment that %ontrols over automated financial data need 
inprovementO@, even though, as the report indicates, this "lack of 
controlsn is not material to the financial statements themselves. 

Since the beginning of automation within the House of 
Representatives, computer programming essentially has been under 
the auspices of Rouse Information Systems (WIS). With very few 
exceptions, the departments under my jurisdiction have operated 
with programmers employed by HIS. In several cases, these long- 
term relationships have evolved into professional relationships 
of great trust and mutual benefit. In the specific case of OSW, 
Hr. Jim Buchanan, the HIS employee who ie their programmer, is 
viewed with the same trust as any OSW employee. OSM management is 
certain he would never make unauthorized changes to the database, 
and I join them in their confidence. 

It is my understanding that Ms. Mary Ann Wise, Chief of OSW, 
has now made arrangements to receive copies of the daily audit 
trail for review. I trust this action meets GAO expectations with 
regard to this matter. 

zzw 

NNALD R. ANDERSON, Clerk 
U.S. House of Representatives 

cc: Mary Ann Wise, chief 
Office Systems Management 

v1fJow Page 14 GAOIAIMD-94-18 House Of&e Systems Management 



Ordering Inform&tion 

The first copy of each GAO report and testimony is free. 
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Room 1000 
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U.S. General Accounting Office 
Washington, DC 

; 
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or by using fax number (301) 258-4066. 
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