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Government Agencies Need Effective 
Planning To Curb Unnecessary 
Year-End Spending 
Continued high year-end spending by some 
Government agencies indicates a need for 
management controls. Not all year-end spend- 
ing is uncalled for. Some may be in the Gov- 
ernment’s best interest or reflect manage- 
ment’s desire to control funds. However, such 
spending can often adversely affect procure- 
ment, the awarding of grants, and subsidies and 
cause waste. 

Congressional and Presidential interest have 
prompted agencies to take some corrective 
action. GAO recommends using an advance 
procurement planning system tied in with the 
budgetary and apportionment process to help 
smooth out spending patterns. GAO supports 
the temporary spending limitation proposed 
in H.R. 7287 as a means to get a handle on the 
underlying problems. 
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IiOuSe of Representatives 

Dear Mr. Chairman: 

As requested in your May 29, 1979, letter, this report 
discusses the causes, techniques, and effects of year-end 
spending by Federal civilian departments and agencies. This 
report provides a detailed review of the problems encoun- 
tered by 4 Federal agencies, as well as an extensive analy- 
sis of obligation data for fiscal years 1978 and 1979, of 
16 major civilian agencies, Our review shows a need for 
civilian agencies to develop and implement, or improve, 
an advance procurement planning system. 

As arranged with your office, unless you publicly 
announce its contents earlier, we plan no further distribu- 
tion of this report until 5 days from the date of the 
report. At that time, we will send copies to interested 
parties and make copies available to others upon request. 

We will be happy to further discuss this report with 
you at any time. 





COMl~TROLLER GENERAL'S 
KEI'ORT TO THE SUBCOMMITTEE 
ON HUMAN RESOURCES 
COMMITTEE ON POST OFFICE 
AND CIVIL SERVICE 
HOUSE OF REPRESENTATIVES 

GOVERNMENT AGENCIES NEED 
EFFECTIVE PLANNING TO 
CURB UNNECESSARY YEAR-END 
SPENDING 

DIGEST - I- - - - - 

Major civilian agencies spent about $366 bil- 
lion in fiscal year 1979. They spent 21 per- 
cent of the amount in the last 2 months of 
the fiscal year. Individual agency spending 
during the last 2 months ranged from 9 to 52 
percent of agencies' total yearly expenditure. 
(See app. III.) 

Continued high year-end spending surges are 
of concern of both the Congress and the Presi- 
dent. The Congress has limited year-end 
spending in a few appropriations, held hear- 
ings, and taken other steps to deal with the 
problem. The President and the Office of 
Management and Budget (OMB) have exhorted 
agencies to contain year-end spending. 

Spending or obligating funds at year-end does 
not necessarily result in waste. Certain in- 
creased spending at year-end may be in the 
best interest of the Government. Examples 
include the culmination of long contract nego- 
tiations, reimbursements under social programs 
fixed by law, and an unexpected opportunity to 
realize savings. (See pp. 7 and 8.) 

Good procurement practices require controls to 
assure that there is a bonafide current need 
and adequate planning for the procurement of 
goods and services. Year-end surges in pro- 
curement may counter these objectives resulting 
in unneeded or overpriced procurements and 
the recording of invalid obligations. Grants 
also require controls and planning to assure 
maximum benefits at reasonable costs. 

The rationale offered by agency personnel for 
year-end spending surges that may adversely 
affect procurement effectiveness are the 
lack of an effective advance procurement 
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planning system; an implicit philosophy that 
all available funds must be spent before the 
end of the fiscal year; the concern that a 
manager's performance is evaluated at least 
in part on spending ability; and the appropria- 
tion, budgeting, and program planning delays. 
(See pp. 8 to 11.) 

Sometimes procedures have been initiated by 
prudent management to control funds or other 
practices resulting in the source of excess 
year-end funds. These practices include 
holdback of funds as contingency reserves, 
OMB's method of budgetary control for pay 
increases, invalid obligations which tie up 
funds until year-end when they are deobligated, 
and reprograming of funds. 

TECHNIQUES USED TO SPEND 
EXCESS FUNDS AT YEAR-END 

Agencies followed various techniques and pro- 
curement processing shortcuts to spend quickly 
excess funds at year-end, including noncompeti- 
tive or sole-source contract awards, contract 
modifications, incremental funding of existing 
contracts well beyond current period needs, 
and prime contract awards to the Small Business 
Administration under section 8(a) of the Small 
Business Act long before the agency was pre- 
pared to award the subcontract to the minority 
firm that would actively perform the work.. 
Procurement processing shortcuts included omis- 
sion of preaward surveys, cost/price analyses, 
and documentation justifying negotiation. (See 
PP. 14 to 20.) 

EFFECTS OF YEAR-END SURGES 
ON GOVERNMENT SPENDING 

Where the main objective is to spend all 
available excess funds at the end of the fis- 
cal year, waste is likely to result. 

The review disclosed (1) noncompliance with 
laws and regulations, including recording 
obligations lacking legal sufficiency, (2) 
obligating expired appropriations, (3) a top 
agency official awarding contracts over the 
objections of contracting personnel, and 
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(4) possible procurements exceeding current 
bonafide needs. The report also points out 
that the most advantageous costs or services 
may not result under year-end procurement 
surges because of (1) premature contract 
award, (2) delayed price negotiations after 
contract award, and (3) inadequate work state- 
ments or specifications. Agency officials 
also expressed concern about the adverse 
impact of year-end spending on the personnel 
and operation of the program and contracting 
offices. (See pp* 20 to 29.) 

On April 30, 1980, GAO issued a report (PSAD- 
80-41) on year-end invalid obligations under 
the Department of Housing and Urban 
Development-assisted housing program. The De- 
partment and GAO are working on solutions to 
correct the problem and carry out the recom- 
mendations in the report. 

AGENCY ACTIONS AND SUGGESTIONS 
ON YEAR-END SPENDING SURGES 

Agencies are becoming increasingly concerned 
about year-end spending apparently due to 
congressional and Presidential interest. 
The status of advance procurement planning 
systems at the four agencies reviewed in 
detail are: the Environmental Protection 
Agency has implemented a system, the Depart- 
ments of the Interior and Health and Human 
Services l/ are in the process of implementing 
systems, and the Department of Housing and 
Urban Development has no current plans for 
a formal procurement planning system. (See 
pp. 33 to 36.) Y 

The agencies covered by GAO's review would be 
required to make changes in their spending 

A/The Department of Health, Education, and 
Welfare (HEW) was partitioned on May 4, 1980, 
into the Department of Health and Human 
Services and the Department of Education. 
For purposes of this report, all references 
will be to HEW since all work was done 
under this Department except for recommenda- 
tions and current actions taken. 
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