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Director, Bureau of the Budget; the Secretary of De-
fense; and the Secretaries of the Army, Navy, and the
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AGENCY ACTIONS

I'n most instances agencies acted to correct errors brought to their
attention by GAO.

The Assistant Secretary of Defense, Comptroller, stated that each

military department would ensure establishment and maintenance 0
adequatg co%troTs to identify c?erlcakf errors ana would ensure also

the availability of administrative regulations and instructions. In
addition, the Assistant Secretary informed GAO that it was the De-
partment's opinion that greater automation of civilian pay and leave
accounting, together with the above-mentioned actions , would provide
an acceptable long-tern solution to the problems. The Assistant Sec-
retary and the military services also informed GAQ that, because
their audit resources were limited, their audit effort wasS generally
directed into areas offering the greatest potential return. Time for

audit of civilian pay and leave must compete with the demands for audit

in other areas. GAQ concurs in this position, provided that, over a
reasonable period, ail important areas of activity receiwve adequate
consideration.

ISSUES FOR FURTHER CONSIDERATION

The Assistant Secretary (Comptroller) should maintain close sur-
veillance over the progress attained in improving clerical accuracy

in leave accounting, whether such accounting i s performed manually or
by computer.

Agency internal audit groups should increase emphasis on leave account-

ing in making payroll and leave audits. (See pp. 16 and 17.)

LEGISLATIVE PROPOSALS

None.
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WHY 7HE REVIEW WAS MADE

General Accounting Office (GAO) reviews of civitian payroll records of
selected military organizations in Washington, DC. , and its vicinity
disclosed sizable errors in employees' leave of absence records. Con-
sequently, GAO extended its review beyond the Washington area to in-

gltuq[le selected mititary organizations throughout the contiguous United
ates.

FINDINGS AND CONCLUSIONS

On the basis of tests of records selected at 28 organizations, GAO

estimated that the annual monetary value of the errors for the 28 in-

stallations was $493,000. These errors included instances in which'

the civilian employees had been given more leave (valued at $353,500)

than the?]/ were entitled to and instances in which the errors had de-
e

prived the employees of leave (valued at $139,500) that they had
earned.

GAO believes that the errors noted can be attributed primarily to
management's failure to establish and operate an effective system for
identifying and correcting clerical errors. A contributory cause, in
some instances, wes the failure to maintain a complete file of the
admlrlnstratlve regulations and instructions governing civilian employ-
ees' leave.

GAO also found that there wes a need for increased emphasis on reviews
of leave administration by the Army Audit Agency and the Naw Area
Audit Service, as well as by local administrative review groups in the
Army and Navy, because their audits gave very limited attention to
leave records and thus did not disclose the need for improved accuracy
in leave records. (See p. 14.)

RECOMMENDATIONS OR SUGGESTIONS

GAO suggested to the Secretary of Defense that:
--A method be established for identification of clerical errors,
--Payroll offices be provided with-the instructions needed to prop-
erly adninister laws and regulations applicable to employees'
leave.

--Internal audit of leave be intensified.
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DIGEST

WHY THE REVIEW WAS MADE

General Accounting Office (GAQ) reviews of Clvilian payroll records of
selected military organizations in Washington, D.C. , and its vicinity
disclosed sizable errors in employees® leave of absence records. Con-
sequently, GAO extended 1ts review beyond the Washington area to in-
glude selected mi3itary organizations throughout the contigueus United
tates.

FINDINGS AND CONCLUSIONS

On the basis of tests of records selected at 28 organizations, GAO
estimated that the annual monetary value of the errors for the 28 In-
stallations was $493,000, These errors included instances in which.
the civilian employees had been given more leave (valued at $353,500)
than theﬁ were entitled to and instances in which the errors had de-
prlveg the employees of leave (valued at $139,500) that they had
earned.

GAO believes that the errors noted can be attributed primarily to
management®s failure to establish and operate an effective system for
identifying and correcting clerical errors. A contributory cause, iIn
some instances, was the failure to maintain a complete file of the
admlnistratlve regulations and instructions governing civilian employ-
ees' leave.

GAO also found that there was a need for increased emphasis on reviews
of leave administration by the Amy Audit Agency and the Nawy Area
Audit Service, as well as by local administrative review groups In the
Army and Navy, because their audits gave very limited attention to
leave records and thus did not disclose the need fer improved accuracy
in leave records. (See p. 14.)

RECOMMENDATIONS OR SUGGESTIONS

GAO suggested to the Secretary of Defense that:
-=A method be established for identification of clerical errors.
--Payroil offices be provided with-the instructions needed to prop-
?rly administer laws and regulations applicable to employees®
eave.

--Internal audit ef leave be intensified.



AGENCY ACTIONS

In most instances agencies acted to correct errors brought to their
attention by GAO.

The. Assistant Secretary of Defense, Comptroller, stated that each
military department would ensure establishment and maintenance of
adequate controls to identify clerical errors and would ensure also
the availability of administrative regulations and instructions. In
addition, the Assistant Secretary informed GAO that it was the De-
partment's opinion that greater automation of civilian pay and leave
accounting, together with the above-mentioned actions, would provide
an acceptable long-term solution to the problems. The Assistant Sec-
retary and the military services also informed GAQ that, because
their audit resources were limited, their audit effort was generally
directed into areas offering the greatest potential return. Time for
audit of civilian pay and leave must compete with the demands for audit
in other areas. GAQ concurs in this position, provided that, over a
reasonable period, all important areas of activity receive adequate
cons ideration.

ISSUES FOR FURTHER CONSIDERATION

The Assistant Secretary (Comptroller) should maintain close sur-
veillance over the progress attained in improving clerical accuracy
in leave accounting, whether such accounting is performed manually or
by computer.

Agency internal audit groups should increase emphasis on leave account-
ing in making payroll and leave audits. (See pp. 16 and 17.)

LEGISLATIVE PROPOSALS

None.



INTRODUCTION

The General Accounting Office has made a review of the
accounting records maintained of leaves of absence earned
and used by civilian employees at selected organizations of
the Department of Defense. The review was made pursuant to
the Budget and Accounting Act, 1921 (31 U.S.C. 53), and the
Accounting and Auditing Act of 1950 (31 U.S.C. 67).

The review was originally undertaken as a constituent
part of regularly scheduled audits of civilian payrolls and
related transactions of selected military organizations in
the Washington area. After these reviews disclosed sizable
errors in records of employees' leaves of absence, we ex-
panded our review to include military organizations through-
out the contiguous United States, to determine whether the
lack of accuracy in these records was widespread.

The first phase of our review took place during 1965
and 1966 and involved examination, on a selective basis, of
the records for the preceding leave year of 13 organizations
in the Washington area. Of these 13 organizations, 12 were
paid centrally by the Navy Finance Center, Washington; how-
ever, the records of employees' leaves of absence were main-
tained separately by each organization,

The second phase of our review was conducted in fiscal
years 1967 and 1968 and involved examination of selected
leave of absence records for leave year 1966 at 15 other De-
fense organizations. Of these 15 organizations, six were
Army, five Navy, and four Air Force organizations.

Our examination involved review of the records to as-
certain whether they were mathematically correct, accu-
rately kept, and maintained in accordance with pertinent
laws and regulations.

BACKGROUND

Title 5 of the United States Code, which codifies the
laws relating to the organization of the Government of the
United States and to its civilian officers and employees,
contains the basic policies regulating, among other things,
attendance and leave. Under this title, the U.S. Civil
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Service Commission has been given the authority to estab-
lish the rules and regulations necessary for implementing
this legislation. Accordingly, chapter 630 of the Fed-
eral Personnel Manual, promulgated by the Civil Service
Commission, establishes the regulations governing leaves of
absence for civilian employees. In turn, each of the armed
services has issued its own instructions implementing these
regulations. These instructions are further delineated and
explained in manuals issued by each of the local organiza-
tions.

The types of leaves of absence with which this re-
port 1S concerned are described below.

1. Annual leave. An approved absence with pay, to
allow an employee an annual vacation period and
time off for personal and emergency purposes.
Civilian employees earn 13, 20, or 26 days of an-
nual leave a year, depending upon the number of
years the individual has spent in Government ser-
vice.

2. Sick leave. An authorized absence with pay granted
to an employee who is incapacitated for the perfor-
mance of duty because of sickness, injury, preg-
nancy, and confinement and for medical, dental, or
optical examination or treatment. Civilian employ-
ees earn sick leave at the rate of 13 days a year.
With proper administrative approval, employees may
be advanced up to 30 days of sick leave. Such ad-
vances may be subsequently liquidated by applica-
tion of sick leave earned after the employee returns
to duty.

3. Military leave. An authorized absence, without
charge to annual leave or loss of pay, granted to an
employee for each day, but not more than 15 days in
any calendar year, on which he 1s on active duty or
is engaged in field or coast defense training as a
reservist of the armed forces or as a member of the
National Guard.

4. Court leave. An authorized absence, without charge
to annual leave or loss of pay, granted to an
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employee for jury duty or for attending court in a
nonofficial capacity as a witness on behalf of the
United States or of the Government of the District
of Columbia.

5. Leave without pay. An authorized absence from duty,
which is granted upon an employee's request and for
which the employee does not receive pay.

The basic workweek of most civilian employees consists
of 40 hours--five 8-hour working days. For pay and leave
purposes, however, the year is divided into biweekly pay
periods, and leave is accrued on the basis of the complete
pay periods. The two primary records for recording and con-
trolling attendance and leaves of absence are the time and
attendance report and the leave record.

The time and attendance reports, which may be in the
form of daily, weekly, or biweekly records, are controlled
by timekeepers in the employees' respective work areas and
are certified as to correctness by the employees' supervi-
sors or designated representatives. These records are for-
warded to the payroll sections where the leave records are
maintained and become the source documents for posting any
leave taken to the employees' leave records, The payroll
sections are responsible for maintaining the leave records
on a current basis and for ensuring that accruals and de-
ductions are proper and in accordance with the regulations
and organization policies.

The type of leave records maintained at the various
organizations differ, depending upon the size of the orga-
nization and the type of system in use. At some of the
organizations, the records are posted manually; at others,
the information on the time and attendance records is key-
punched onto cards for machine posting; at still others,
the leave records are maintained on an automated basis.



FINDINGS AND RECOMMENDATIONS

NEED FOR BETTER ADMINISTRATIVE CONTROLS OVER
CIVILIAN mPLOYEES' LEAVE OF ABSENCE RECORDS

In the majority of the Department of Defense organiza-
tions at which we made reviews, the administrative controls
over civilian employees® leave of absence records were not
adequate for ensuring clerical accuracy or compliance with
applicable laws. On the basis of our tests, we estimate
that these organizations annually averaged about 14,800er-
rors with a monetary value of about $493,000. We performed
our tests at 28 organizations which constituted only a small
but a representative part of the more than 400 Department of
Defense organizations In the United States that maintain
such records. Thus it seems probable that the total of such
errors on a Department-wide basis would be many times that
disclosed by our review.

The preponderance of errors occurred because of various
types of clerical 1naccuracies on the part of the payroll
clerks. Other errors resulted from a lack of understanding
of the leave regulations. We believe that the errors noted
can be primarily attributed to management®s failure to es-
tablish and operate an effective system for i1dentifying and
correcting clerical errors. A contributory cause, In some
Instances, was the failure to maintain a complete file of
administrative regulations and Instructions.

Details of our findings are presented below.

Need for accuracy in
maintenance of leave records

_ Proper payment to employees for services rendered re-
quires accuracy in keeping records of employees® leave and
in applying the pertinent laws and regulations.

The standards for maintaining records and applying laws
and regulations are contained in the GA0 Policy and Proce-
dures Manual for the Guidance of Federal Agencies. It is
inherent In these standards that a high degree of accuracy
be attained in controlling leave and other matters affect-
Ing compensation paid to employees.
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Errors in either recordkeeping or applying laws and
regulations can lead to both overpayments and underpayments
of salaries. Even when such errors are later found and cor-
rected, employees who have been overpaid may be subjected to
financial hardships by having to refund the amounts they were
overpaid and this, in turn, may create serious morale prob-
lems. Accordingly, maintenance of accurate leave records and
correct application of pertinent laws and regulations in the
administration of employees®™ leave are important parts of
good employee relations and merit concern as a part of the
agency”"s stewardship over the funds made available by the
Congress.

Summary of errors in leave administration

During our review, we found errors in practically all
types of transactions relating to leave at most of the orga-
nizations we visited. On the basis of the results of our
review, we estimated the rate and dollar value of errors for
all civilian employees of the organizations reviewed. The
results, actual and estimated, are summarized below.

Monetary value of errors
Estimated for
all civilian

Errors employees for

disclosed a year at
by our organizations
Description tests reviewed

Leave year 1964:
One Navy organization $ 1,400 $ 36,000
Leave year 1965:
12 organizations iIn the
Washington area 14,500 129,000
Leave year 1966:
15 organizations located
throughout the contiguous

United States 16,900 328,000
Total $32,800 $493,000

Our review was made on a test basis with the size of our
sample determined from the number of civilian employees in
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the organization and the number considered necessary to pro-
vide a reasonable basis for estimating the extent of the er-
rors at the organizations reviewed.

The ratios of the estimated annual amount of errors and
the actual errors on which the estimates were based were not
uniform for the organizations reviewed because the size of
the sample differed from organization to organization. The
size of the sample, for the most part, involved review of
the leave records of 4 to 10 percent of the civilian employ-
ees of the organization for a year and a verification of the
leaves of absence shown on the time and attendance reports
for all employees for one pay period during the year. The
records reviewed were selected at random. A schedule of
leave errors by organization is presented as appendix 1.

The errors involved instances In which the employees
were given more leave than they were entitled to and iIn-
stances in which the errors deprived the employees of leave
they had earned. The total errors were as follows:

Estimated
Actual annual
monetary monetary
value value

Errors which deprived employ-

ees of leave they had earned $ 8,000 $139,500
Errors which gave employees

more leave than they were

entitled to 24,800 353,500

Total $32,800 $493,000

All the errors noted during our review were called to
the attention of organization personnel who, iIn most iIn-
stances, erther took or initiated corrective action during
our review.

The errors disclosed by our review primarily involved
clerical inaccuracies and, to a minor extent, noncompliance
with leave regulations as summarized below.



Percent

Type of total

Clerical i1naccuracies 92%
Noncompliance with leave regulations 8
Total 100%

Each of these types of errors is discussed separately
below.

Clerical i1naccuracies

Our examination of selected civilian employees® atten-
dance and leave records disclosed clerical inaccuracies at
all but two of the organizations we reviewed. The Inaccu-
racies noted were of many different types, such as simple
arithmetical errors on time and attendance reports and leave
records, failure to post leave earned and used, and iIncor-
rect transfers of leave from one record to another.

Noncompl1ance with leave requlations

In general, we found that the personnel at the organi-
zations we visited were effectively applying laws and regu-
lations governing civilian employees®™ entitlement to and use
of leave. The errors we found in the application of such
laws and regulations, as indicated above, were comparatively
few--far fewer than those resulting from clerical inaccura-
cies. For the most part, the errors in applying laws and
regulations that we did find involved somewhat unusual
transactions which the payroll clerks probably do not en-
counter frequently.



Causes of errors

We found that the two types of errors, i,=., clerical
Inaccuracies and noncompliance with leave regulations, were
each attributable to different causes relating to system
deficiencies. In our opinion, however, supervisors and
management at all levels should have been more alert to
these system deficiencies, which are described below, and
should have initiated corrective action.

_Clerical inaccuracies appeared to be in a large measure
attributable to the lack of effective systems €or locating
and correcting clerical errors.

Where mechanical equipment or computers were used, we
found that errors had occurred despite the features built
Into such equipment to ensure accuracy. Although we did not
include a comprehensive review of the programs used to op-
erate such equipment, we believe that too much reliance was
placed on the mathematical accuracy of the equipment, Al-
though the equipment is often nearly infallible in mathe-
matical computations, it can function effectively only iIf
all the source data is properly put into the mechanized
processing system. We conclude that the errors resulted
from lack of controls over the data which must be put into
the mechanized processing system if it Is to produce correct
results.

Perhaps it iIs because leave records are kept in hours
instead of dollars that the controls over these records are
not as exacting as the controls over other aspects of pay-
roll preparation and administration, In any case, it Is
common practice to balance salary and wage payments to the
penny; however, as indicated above, leave records frequently
are not nearly so carefully controlled.

With regard to the errors made i1n applying laws and
regulations, we have noted that payroll clerks do not always
have access to all pertinent reference materials, The
proper application of pertinent laws and regulations re-
guires access to reference materials, such as local organi-
zation"s instructions, agency instructions, and the Federal
Personnel Manual,
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Comments of the Department of Defense
and the military services

On June 18, 1968, we submitted our draft report to the
Department of Defense for comment. In this draft we sug-
gested that the Secretary of Defense direct the services to
establish definite standards for clerical accuracy in the
maintenance of leave records and to establish techniques for
identifying clerical errors. We suggested also that the
Secretary direct the services to see that payroll offices
were provided with all the instructions needed to properly
administer the laws and regulations applicable to employees™
leave.

The Department commented on our report by letter dated
August 14, 1968, from the Assistant Secretary of Defense
(Comptroller). In this letter the Assistant Secretary ad-
vised us that the Department fully recognized the importance
of civilian leave accounting, both for proper discharge of
Its stewardship responsibilities and because of its effect
upon employee morale.

The Assistant Secretary stated that each military de-
partment would ensure establishment and maintenance of ade-
quate controls, including methods of i1dentifying clerical
errors, and would monitor the availability and use of ref-
erence materials, reemphasizing the importance of clerical
training and supervision and of improved local management
of leave accounting. The Assistant Secretary stated also
that 1t was the Department®s belief that these measures
would effectively improve the accuracy of records and that
the promulgation of rigid standards would be unnecessary.
In addition, the Assistant Secretary advised us it was the
Department®s opinion that greater automation of civilian
pay and leave accounting, under way iIn each of the military
services, and the other actions that the Department proposed
to take would provide an acceptable long-term solution to
the problems mentioned in our report.

In addition, the Navy stated that the annual error
rates we had projected were estimates and were subject to
some question. The Navy indicated that Navy reviews made
subsequent to our first review at seven of the same orga-
nizations disclosed annual error rates significantly less
than our estimate.
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We have included the estimated overall errors iIn this
report to give those persons having management responsi-
bility for controlling employees' leave an indication of
the probable magnitude of total errors iIn terms of the dol-
lar value of the leave Involved, Our estimates of errors
are not intended as precise measurements. However, the
estimates are based on audits of samples of the transactions
during the periods to which the estimates apply.

Although we did not make scientific statistical samples
at the organizations visited, we took what we consider to be
reasonable precautions to ensure that our selections were
not biased and that they provided reasonable bases for esti-
mating the effect of errors at those organizations. \We
therefore believe that our estimates were reasonable indi-
cations of what might be found If audits of the same scope
were made of all the leave accounts at the organizations we
visited.

In connection with Nawy"s findings, 1t should be noted
that, at some locations, there were indications that orga-
nization personnel had reviewed the records and had made
corrections prior to the review that the Nawy cited. Also,
there were differences in the scope of the review because
some of the records were no longer available when the Navy
performed i1ts review.

The full text of the Assistant Secretary®s letter is
presented as appendix 111 of this report. Included iIn ap-
pendix I1II are letters setting forth the positions of the
Army, Navy, and Ailr Force.

Conclusions

From the information provided to us, it appears that
the Department of Defense is making an effort to eliminate
clerical errors and thus increase the accuracy attained In
maintenance of leave records. The Department also is ini-
tiating action t make reference materials regarding laws
and regulations applicable to employees®™ leave more readily
available. We believe that these actions, if effectively
completed by the Department, should result in improved ac-
curacy both in clerical work and in the application of the
laws and regulations governing employees® leave,
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Although we concur in the actions the Department has
initiated, we believe that the Department should be cautious
in placing too much reliance on greater automation as a
means of attaining Improved accuracy. The use of automated
equipment tends to reduce mathematical errors, but our au-
dits have revealed that, unless there is careful control
over the manually prepared input to automated systems, seri-
ous errors can occur just as in manually maintained systems.
Consequently, we believe that the Department should keep
automated systems under close scrutiny until it determines
that accurate results are being produced consistently.

Recommendation

A high degree of accuracy over an extended period of
time will require constant vigilance, and we therefore rec-
ommend that the Secretary of Defense require the Assistant
Secretary of Defense (Comptroller) to maintain close sur-
veillance over the progress attained in improving clerical
accuracy in leave accounting. Surveillance over the ade-
guacy of input data seems particularly important in the Air
Force, in view of its reliance upon automated systems,
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NEED FOR INCREASED EMPHASIS ON
AGENCY REVIEWS Cr LEAVE ADMINISTRATION

Each agency is required to establish adequate internal
auditing as part of its management control over pay and
leave administration, to help provide assurance that leave
privileges are properly administered. This requirement is
set forth in the GAO Policy and Procedures Manual for
Guidance of Federal Agencies.

During our review, we considered the work of both the
service internal review groups (Army Audit Agency, Nawy
Area Audit Service, and Auditor General of the Air Force)
and the local administrative review teams at the organiza-
tions we visited. The results of the work performed by the
review groups, with the exception of one Amy review and the
Air Force reviews which are discussed below, did not dis-
close that there was a need for improved clerical accuracy
in the maintenance of leave records.

In two reports issued by the Auditor General of the
Air Force, inaccuracies in the maintenance of leave records
paralleling those disclosed by our review were reported.
In this respect, one Air Force audit report dated December
1965 disclosed that Air Force auditors had found errors in
292, or about 35 percent, of the 837 leave records examined
at 25 bases. Another report dated March 4, 1968, disclosed
errors in the leave records at 26 bases; however, the num-
ber of records examined was not specified. In this latter
report, a major cause of the errors was stated to be cleri-
cal.

With one exception, our evaluation of the reviews made
by the two types of agency review groups in the Amy and the
Navy showed that (1) when the reviews involved payroll mat-
ters, limited attention was given to leave, (2) the reviews
made of leave records were directed primarily toward as-
certaining compliance with procedures rather than verify-
ing the accuracy of the leave records, (3) in some in-
stances the working papers did not disclose the scope of
the review or the extent of audit coverage, while in others
the scope was extremely limited, and (4) in two instances,
management had not taken effective action to correct dis-
crepancies disclosed by internal reviews.
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Comments of the Department of Defense
and the military services

In commenting on our report, the Department of Defense
and the military services pointed out that their audit re-
sources were limited and that their audit effort was gen-
erally directed into areas offering the greatest potential
return. Time for audit of civilian pay and leave therefore
must compete with the demands for audit in other areas.

Other principal comments and our related views fol-
low.

In its comments, the Army cited reports issued by the
Amy Audit Agency during 1965 and 1966 on the six
Army installations included in our review. According
to the Army, these reports contained no findings on
civilian leave. Since the Amy Audit Agency's policy
was to include comment in reports only when adverse
conditions were found, the Army Audit Agency inter-
preted this as indicating that the Army auditors had
found no adverse conditions considered serious enough
for inclusion in their reports.

The Army's reply failed to note that its report on the
Military District of Washington, Fort Myer, Virginia, had
contained significant findings regarding inaccuracy in
leave records. The report stated that, on the basis of a
statistical sample, the auditors had estimated that the
leave records of 1,992 employees contained incorrect bal-
ances or improper supporting data. Information made avail-
able to us at four of the other five audit sites indicated
that little effort had been directed into the review of
clerical accuracy of leave records.

The Navy plans to continue its policy of directing
audit effort into the areas which its preaudit survey
indicate are most in need of emphasis. According to
the Navy, areas other than timekeeping and payroll gen-
erally offer greater potential return. Unless more
conclusive evidence is developed to show that leave ac-
counting errors are having an adverse effect on em-

ployee morale, the Navy plans to continue to follow
its present policy.
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In areport to the Congress issued in March 1968 en-
titled ""Internal Audit Activities in the Department of De-
fense™ (B-132900), we acknowledged that the services did
not have sufficient audit staffs to perform all the work
that should be undertaken. Consequently, we believe that
the Navy's policy of concentrating on the areas offering
the greatest potential is reasonable, provided that care
Is taken to see that audit efforts in the long run include
consideration of all significant aspects of the installa-
tions' operations, Also, the Naval Audit Service has
delegated prime responsibility for audit of payroll and
leave matters to the internal review units at the installa-
tions. Accordingly, much of the Navy Audit Service's re-
sponsibility for payroll and leave auditing can undoubtedly
be discharged by maintaining surveillance over the payroll
and leave auditing done by the installations' internal re-
view groups.

Conclusion

V¢ concur in the general position of the Department
of Defense and the military services that the effort of
their auditors should be directed into the areas which pro-
duce the most benefit to the Government, provided that,
over a reasonable period, all major areas of activity re-
ceive adequate consideration. Qu reviews have disclosed
that clerical inaccuracy in leave records is one of the
most prevalent problems in the area of payroll and leave
administration. Accordingly, we believe that, when pay-
roll and leave audits are made, accuracy of leave records
should receive increased emphasis.

Recommendations

So that management officials may be provided with cur-
rent information on the results of their efforts to improve
the clerical accuracy of leave records, we recommend that
the Secretary of Defense require the Amy Audit Agency,
Naval Audit Service, and the Auditor General of the Air
Force to give this audit area increased emphasis when pay-
roll and leave audits are undertaken, until such time as
the results indicate that a high degree of clerical ac-
curacy in leave maintenance has been attained. V¢ recommend
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also that the Secretary of Defense require that the reports
issued on such reviews include comments regarding the re-
sults of the work performed.
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APPENDIX |

SCHEDULE OF LEAVE ERRORS BY ORGANIZATION

Number _and value of errors

Actual errors Estimated total
disclosed by errors for the
our review vear
Monetary Monetary
Organization and year Number value Number
1964:
U.S. Naval Oceanographic Office, Suitland,
Maryland (note a) _53 $_1,377 1.378 $ 35,804
1965:
Navy:
Office of the Secretary of the Navy
(now the Department of the Navy
Staff Offices) 16 450 288 7,383
Bureau of Medicine and Surgery 2 118 52 3,064
v " Naval Personnel & 1,137 33 2,021
oo ' Weapons (now the &ir
Systems Command and the Ordnance
Systems Command) 16 881 160 8,807
Bureau of Ships (new the Ship Systems
Command) 10 332 244 8,400
Bureau of Supplies and Accounts (nhow
the Supply Systems Command) Kd 8,496 368 77,045
Bureau of Yards and Docks (now the Fa-
cilities Engineering Command) 1 17 26 440
Headquarters, US. Marine Corps 24 1,562 412 14,820
Military Sea Transportation Service 8 93 80 928
Office of the Chief of Naval Operations 12 47 120 465
" " Naval Research - - - -
Defense :
Defense Communications Agency _11 1.397 92 5,455
Subtotal 195 15,907 3,253 164,632
1966 :
Army :
Fort Devens, Massachusetts 15 364 231 4,721
* Lee, Virginia 5 136 170 4,044
' Rucker , Alabama 21 1,270 42 22,939
Military District of Washington, Fort
Myer, Virginia 117 5,252 1,553 66,343
Picatinny Arsenal, Naw Jersey 22 704 920 16,962
Presidio of San Francisco, California 49 2,583 842 52,819
Navy :
Long Beach Naval Shipyard, California 9 105 225 2,620
U.S. Naval Air Station, Pensacola,
Florida 15 483 649 13,726
U.5, Nawy Finance Center, Cleveland,
Ohio - - - -
US. Naval Supply Depot Mechanicsturg,
Pennsylvania 32 1,233 576 18,136
US. Naval Training Center, Great
Lakes, Illinois 76 1,163 1,304 17,244
Ailr Force:

Lackland Air Farce Base, Texas 26 1,503 386 17,171
Newark Air Force Station, Ohie 0 611 280 8,446
Oklahoma City AIr Materiel Area,
Oklahoma 3% 573 3,593 71,255
4

US. Air Farce Academy, Colorado 958 548 11,456
Subtotal 479 16,938 11,519 327,882
Total 674 $32.845 14,772 $492,514

'Subsequent to our examimation, we revisited the Naval Oceanographic Office and found that
substantial improvement had been made in #ts intermal controls over leave and pay,
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COMPTROLLER GENERAL OF THE UNITED STATES

WASHINGTON, D.C. 20548

B-152073 September 3, 1963
TO THE HEADS OF DEPARTMENTS AND OTHER FEDERAL AGENCIES

As a part of his basic management responsibilities, the head of
each Federal agency is responsible for establishing and maintaining
systems of accounting and internal control including appropriate in-
ternal auditing as a means of providing, among other things, effective
control over funds, property, and other assets for which the agency
is responsible.

The General Accounting Office, in carrying out its auditing re-
sponsibilities, is required by law to give due regard to generally
accepted principles of auditing, including consideration of the effec-
tiveness of accounting organizations and systems, internal audit and
control, and related administrative practices of the agencies.

Qur reviews of the payroll operations of Govermment departments
and agencies have disclosed that, with relatively few exceptions,
adequate internal audits of such operations are not being made, appar-
ently in the belief that such audits may be curtailed because of the
auditing performed by the General Accounting Office. As a general
rule, our auditors are unable to place an acceptable degree of re-
liance on agency internal auditing in connection with payroll opera-
tions. For example, out of a total of 249 Army, Nawy, and Air Force
installations at which we performed civilian pay audits, only three
installations had received sufficient internal audit coverage to merit
an acceptable degree of reliance for purposes of our examinations.

Our audits have disclosed a large number and variety of overpay-
ments due to erroneous personnel actions, inadequate leave administra-
tion, and other deficiencies. In accordance with our customary
practice, these matters are brought to the attention of responsible
agency officials and corrective action generally is taken. Nevertheless,
subsequent audits frequently disclose similar errors. Correction of
such errors is not only costly but may result in hardships to the em-
ployees involved, particularly where overpayments extend over a period
of several years. Such cases often lead to the introduction of private
relief bills which require substantial time and effort by agency
officials and members of Congress. Appropriate internal controls, in-
cluding effective internal auditing, would serve to minimize such errors.

Further, we have found that, as a general rule, agency internal
audit groups do not have all of the necessary knowledge and understanding
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of legal requirements and regulations pertaining to civilian pay
matters to enable them to effectively audit such transactions. As a
result, they are devoting inadequate attention to such matters as
individual entitlement to pay and allowances. One of the reasons for
this lack seems to be the erroneous assumption that payroll auditing

Is a function to be performed primarily by the General Accounting Office.

The civilian payroll cost of the Federal Government amounts to
about $15 billion annually or about 15 percent of the Federal budget.
In view of this magnitude of expenditures and in recognition of the
responsibility of the head of each agency for providing effective
control over the utilization of funds and property, we believe it is
essential that each agency head provide, as a part of his management
control system, adequate internal auditing which will help provide
assurance that, as to civilian pay matters, all paynents are made in
compliance with applicable laws and that related functions such as
leave are properly administered. Accordingly, it iIs requested that
internal audit procedures in your agency with respect to civilian pay
matters be reviewed and strengthened wherever necessary to meet these
objectives.

The General Accounting Office will continue to make independent
examinations OF agency financial transactions on a selective basis.
However, these examinations should not in any way be considered as a
substitute for effective internal auditing for which the head of each
agency 1is responsible.

We shall be glad to have representatives of our Office consult with
you concerning the accomplishment of the above purposes If you so desire.

/s/ Joseph Campbell

Comptroller General
of the United States
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ASSISTANT SECRETARY OF DEFENSE
WASHINGTON, D.C. 206301

COMPTROLLER

14 AUG 1968

Mr, Charles M. Bailey
Director, Defense Division
U. 8. General Accounting Office

Dear Mr. Bailey:

This responds to your letter of June 18, 1968, requesting comments
on your draft report on the need for improvement in the administration
of leave of absence granted to civilian employees (OSD Case #2788).

The Department of Defense fully recognizes the importance of admin-
istration of civilian leave accounting, both for the proper discharge of
our stewardship responsibilities and because of its effect on employee
morale.

Your findings, comments and recommendations have been carefully
reviewed by the Military Departments, and as evidenced by the attached
comments, each Department is increasing its efforts, €or better admin-
istrative control and for full compliance with applicable laws and GAO
procedures and regulations in this area.

Each Military Department will assure establishment and maintenance
of adequate controls, including the use of control totals or comparably
effective alternate methods of identifying clerical errors and will
monitor the availability and use of reference materials, reemphasizing
the importance of clerical training and supervision and improved local
management of leave accounting. It is believed that these measures
will effectively improve the accuracy of records and that the promulgation
of rigid standards will be unnecessary« W feel that greater automation
of civilian pay and leave accounting, underway in each of the Military
Services, and the above mentioned actions provide an acceptable long-term
solution of the problems mentioned in your draft report.

With respect to the internal audit of civilian leave accounting,
the attached comments of the Military Departments indicate that signi-
ficant audit coverage is being applied to the civilian leave area and
that appropriate audit attention, as suggested in your letter will con-
tinue, within the limited audit resources available and the relative
priorities and potential for savings in other areas requiring audit.
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Copies of the Military Department comments obtained on the
draft report are enclosed for your information.

The Department of Defense appreciates the opportunity to
comment on your draft report and welcomes comments and recommenda-

tions aimed at improving our performance in this important and
sensitive area.

Sincerely,

. O U LR

Robert C. Moot
Assistant Secretary of Defense

Enclosures 3
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G EPARTMENT OF THiZ ARMY
S OFFICE OF THE ASSISTANT SECRETARY
N i‘f" " WASHINGTON, D.C. 20310
N
. 19 JUL 1968

MEMORANDUM TOR:  ASSTISTANT SECGRETARY OF DEFENSE (COMPTROLLER)
ATTN:  DEPUTY COMPYROLLER 10OR ACCOUNTING SYSTEMS

SUBJECY: GAO Draft Report, dated Junc 18, 1968, "Ncccl for Improvement
in the Administration of Leave of Absence Granted for Civilian
Employees"” (0SD Casc #2788)

Reference 1S made to your memorandum Of 19 June 1968 requesting the Depart-
ment of the Amy to provide comments regarding subject GAO draft report,

In the past, wmany corrective measures have been initiated, including estab--
lishing control totals for the automated maintenance of civilian leave
records, As rccommended by this report, action will be taken to prescribe
a control total mcthod in the manual civilian leave system to assist in
identifying clerical errows, Commanders and managers will be d-irected to
place grecater stress on accurate maintenance of lcave records. Department
of the Army will issue imstructions to assurc that leave regulations will
be rcadily available to all eivilian payroll offices,

The G draflt report deals with three distinct functional areas. Comments
are submitted on each one as separate inclosures to this memorandum,

,/./7 N, //
N ./"’.‘.. R . it
i Incl s g N\ Richard L. Saiﬁtsing
- gmt: 0? Mmininstative Acting Dcputy Assistant Secretary of the Army
ontrols

Fi i. Ma 3 t
2. Cmts on Tnternal Audit (Financial nagement)

3, Cmts on Internal Review
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COMIENTS ON ADMINISTRATIVE CONTROLS

1. There appears to be no significant inaccuracies or omissions in the
report insofar as administrative controls are concerned, and the Amy

IS in genceral agrcement with the findings, conclusions, and recommen-
dations. Nevertheless, discussion is presented on the following points :

a. Department of the Army published proccdurcs pertaining to the
maintenance of civil<-an lIcavc records have been reviewed and are con-
sidered to bc in conformance with the standards contained in Title 6 of
the General Accounting Office Policy and Procedures Manual for the
Guidance of Federal Agencics. These Army procedures do not, at present,
prescribe the use of a control total. method of identifying clerical
errors in the manual maintenance of the lcavc rccord since this re-
quircment IS not spelled out in the GAO Manual. However, this proce-
dural. method is prescribed in Army regulations as a means of controlling
accuracy when automatic data processing cquipment is used to maintain
the Icave rccord.

b. The Army publication distribution system makes available to all
payroll officcs copics of regulations pertinent to civilian leave admin-
istration. Thercfore, the asscrted non-availability of the regulations
in payroll offices appcars to bc caused by local management shortcomings
and not by the Army distribution systom,

2. The following management actions will be taken in accordance with
the recommendations contained in the report o

a. In the manual maintcnancc of the leave record, a control total
mcthod will be prescribed to assist in identifying clerical errors.

b. Commanders and managers will be directcd to place greater stress
on accurate maintcnancc of the lcavc record. Department of the Army
will issue instructions to assure that lcave regulations will be readily
available to all civilian payroll eoffices.

3. The Army has long rccognized the problem of clerical inaccuracies in
civilian pay and Icavc accounting and is constantly striving to recduce
errors to an accecptable level in this area. The most realistic approach
to this problem has been to gradually automate civilian pay and leave
accounting. It has been found when automatic data processing equipment
is cmployed combining pay and leave accounting, arithmctical errors are
almcst campletely eliminated and the record IS produced in a more eco-
nomical and timely manner. At preseut in the contiguous Unitcd States,
approximately 68 pcrcent of the Ammy civilian payroll offices are main-
taining lcave records with card or tape oriented equipment. Plans are

27



APPENDIX III
Page 5

being formulated to automate the majority of the remaining payroll offices
as ecquipment becomes available to the installation, A long-range plan is
presently under study to regionalize or centralize civilian pay and leave
accounting on computers within the Army. Preliminary cvaluation 1S favor=
able s 7The constaut modernization and acquisition of more Sophisticated
automatic data processing equipment in the Army increascs the probability
of adopting such a system. Indications are that managcwent controls would
bc cabaunced due to a reduction in the number of individual civilian pay-
roll offices which should result in improving accuracy of leave records.
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COMMENTS ON TNTERMAL AUDIY

1. The Arwmy docs not entirely concur in the comments made by GAO on pages
14, 15, 16 and 19 of the draft report insofar as they pertain to the U S,
Army Audit Agency (USAAA) for the following reasons:

a. As a part of USAAA periodic comprehensive audits of Army instal-
lations, the auditors cvaluate all. revicws performed by the installation
and, to the extent that those reviears arc found to have becen adequate,
adjust the scope of the audit, Dectailed examination of individual trans-
actions is limited to the extent necessary to determine the effectiveness
of operations and internal controls and to ascertain the degree of relia-
bility of accounting and reporting data,

b. The resources of the USAAA are limited and, in accordance with
Department of Defense policy, arc: applied to those aveas which are ex~
pected to produce results most beneficial to the Army, Consistent with
this policy, audit effort in the civilian pay avea is programed with full
consideration to the relative significance of civilian pay operations to
all of the other Army operations requirving audit, with the objective of
achicving an optimum balance betwcen audit workload and wanpower resources.
1t 1S USAAA policy, therefore, to use its rcsourccs ~ fuuds and personnel =
in those arcas wvhere, In its judgment, audit services are most needed and
potential savings to the Army arc greatest, The soundness of this policy
is veflected in the dollars saved the Army.

c. The USAAA objective or goal, as stated in AR 36-5, is to provide
for comprchrnsivc audits at intervals of 18 months. Personnel and fund
rcsourccs, however, have prevented the USAAA from attaining this goal.
The following information pertains to the Army installations cited on
page 19 of the GAO draft report:

(1) Fort Dcveus, Massachusctts, The report on the last audit of
this installation was issued on 7 October 1966, Since the Fort: Devens
internal review staff was in process of making a comprehensive review of
civilian pay, including leave, at the tims, USAAA auditors limited their
audit coverage of civilian pay to a survey of payroll records for one
payperiod, No adverse conditions pertaining to civilian pay were reported.
The next audit of this installation is scheduled to begin in October 1968,
with the report due in April 1969,

(2) Fort Lec, Virginia. 7he most recent audit report on Fort: Lee,
dated 30 Deccmber 1965, contained no findings on civilian leave.

(3) Eart Ruckex._Alabama, The report: on the last audit of this
installation, dated 31 August 1966, contained no findings in the c¢ivilian
pay area. An audit of this installation, currently in process, IS sched=-
uled for completion in Scptember 1968,
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(4) Military District of Washington, Fort Myer, Virginia., This
installation weos audited as of 30 Junc 1965, The audit report, dated
10 Decewber 1965, contained no findings on civilian pay. 7The current
audit, bepun in June 1968, is scheduled for completion during the second
quarter of fiscal year 19069,

S) Picatinmy_Arscnal, New Jersey, 7The report: on the last audit
of this installationwags dalted 14 Tcptdmber 1966, At that time, the
civilian payroll was reportaed to bc approximately $90 million annually.
About 250 dircct audit wman-hours were expended in the civilian pay area.
Statistical sompling was uscd to test seven different payroll procedures;
however, no adverse findings on civilian lecave wcre reported, The current
audit of Picatinny Arscnal, begun in March 1968, is scheduled for completion
in September 1968,

(6) Presidio of San Francisco, Lalifernia, The report on the last
auclit of Presidio of Sail Francisco was dated T2 December 1966, No adverse
conditions in the civilian lcave arca were reported.

2. Since the USAAA reports on an exception basis, the fact that no adverse
criticism is divected to any specific arca should not bc interpreted to mean
that the arca was not considered during the audit, It means only that no
adverse condition in that areca was found that was considered significant
enough for inclusion in the formal audit report.

3. Guides for the audit of civilian pay are contained in USAAA Manual
Section 312-1 dated 13 March 1967, The schedule of audits to be performed
during fiscal. year 1970 is currently being developed, and tentatively
includes special- emphasis on payroll operations.
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COMMENTS ON INLERNAL REVIEW

1. 1Internal review staffs in the Depavtment of the Army do not make
periodic examinations of payroll activitics unless there is evidence of
trouble or problems arc knpown or suspected to exist. Internal review
groups make special analyses, surveys and studies, and serve as '"trouble
shooters" for the commander in the discharging of his responsibilities
but do not perform comprehensive audits or make regularly scheduled
recurring or cyclical revicws of appropriated fund operations. Internal
review examinations, if conducted, are dirccted toward determining that
basic administrative internal controls arc adequate and operative and
that procedures and practices assurc timely and accuratc payment of
civilian persomnel in compliance with applicable laws and rcgulations,
Detailed coverage and verification of the mathematical correctness of
leave records by internal review personncl is generally limited to a
small random sample, The degree of clerical inaccuracies will be con-
tained in the report submitted to the commander.

2. Department of the Army has provided detailed guidance for the admin-
istration of civilian payroll operations, After receipt of the Comptroller
General letter (B-152073) of September 3, 1963, letter was issued on 30 ~
June 1964 requesting remedial action for the correction of the types of
deficiencies reported In GAO civilian pay audits of Defense activities
during the 1963 fiscal yeas: and for the prevention of their recurrence.

The inclosure included a list of 45 deficiencies on leave administration
and 28 deficicucies on time and attendance maintenance.,

3. Guidance designed to assist internal review personnel in the evalu-
ation of operating procedures and practices and of other elements of
internal control of civilian pay was included in DA Pamphlet 37-10 pub-
lished on 30 June 1964. The .methods or steps outlined are suggestions
that are to be used singly oOr in conbination according to the necds of

a particular situation, The coverage of the pertinent areas and control
points is not intended to limit the examination but allows for the
modifying of the depth and detail in certain areas to facilitate coverage
in other areas.
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DEPARTMENT OF THE NAVY
OFFICE OF THE SECRETARY
WASHINGTON, D. C. 20350

2 2 JuL 1288

SEHORANDUN FOR ASSISTANT SECRFCARY OF DEFENSE (COMPTROLLER)

Subj: GAO Drafc Report on Administration of Leave of Absence
Granted to Civilian Employees (0SD Case #2788)

Ref: (o) ASTSECDRF(COMPT) (M3D) memo of 19 Jun 1968
Encl: (1) Department of the Navy comments on subj rcport

Enclosure (1) is forwarded in accordance with the
provisions of rcference (a).

dﬂ@fﬂ

ANDY A TIONTIIIAYTININ
CITARTJI{:{) FAVER IV AT WIS N RS

N ApNTAT a3 TUNE ST T AT LAY
ASS]S'J‘J\II"; Sfilcl:jJ‘ll‘LI.‘L Ga Hinh A 'IY
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Depariment of the Navy Comments
on
GAO Draft Report of 18 June 1968
on
Need for Improvement in the Administration
of Leave of Abscnce Granted to Civilian Fmployces

0SD Casc No. 2788

I. GAO Tindings and Recormendations

The GAO rcported that, at the tweniy-cight DOD organizations reviecwed,
adwinistrative conlrols over civilian ciuployces' leave accounts were nol ade-
gurle to ensure clerical accuracy or couplisnce with applicable laws and regu-
Jalions. The Tirst phese of the review in the Deparlment of the Navy took
Pace during 1855 and 1906 and involved twelve Navy organizotions. This phase.
discloscd $15,900 in crrors and GAO estimiied an annual error rale of $165,000,
Tue recond phace of the review was conducted in Tiscal years 1967 and 1668 at
five Daperiment of the Ravy activities, disclosing $2,98% in errors with an
estixated annual error rete of $51,726. Findings in the Army and the Air Force
were similar, OGAO belicves that the errors disclosed can be atiribuled pri-
morily to mrnasement's fajlure to cstablish snd operate an eflective system
for identifying znd correcting such orrors. GAO further believes that greater
sccuracy in the adninistration of enployees' leave would result in a worthwhile
reduction in Government cosles and would improve cmployces' morale. GAO suggests
trat SECDEF direct the Services to: (1) establish definite stendards for clerical
eccuracy in the mainlenance of leave records vhich would include the use of econ-
trol totals or similar methods of identifying clerical errors; (2) see that pay-
roll offices are provided with all ithe instruclions necled ‘o properly administer
the lavs ond regulations applicable lo employees' leave.

elso that internn] review organirzalions were directing
ort in lhe Jeave area prirarily tovard ssceriaining come
res, rather than 1o the verification of the accuracy of

5. GAO beliceves therve is a need for internal audit and review
orgonizations Lo give snecial attention lo leave malters during periodic reviews
of yayroll activilies. GAD suggesls thet spreoial enphesis be given to deter-
rining: (1) the adegurcy of adwinistrelive procedures and cantrols; (2) %he
vropriety of leave accrurls, charges, and yearly summaries; (3) the matheratical
correcinass of lezve records.

3l. Siatesrent

The Novy Ceaptroller Menual prescribes the controls for leave accounting
systens &nd provides for the use of control totals of the Lype suggested by

HAN

GLO0. The Ccuplroller Mzuwal, the Yavy Civilian Personnsl Insiruclions and

Enclosure (1)
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olher refeorence materials are available to all Navy payroll and leave accounting
organizationz,  These pvblications provide 2ll the instructions neecded to prop-
crdy adwinister the laws and regnlations applicable to cuployees' leave. A

Favy Complroller Notice will be jssund direcling Bavy organizalions to review
leave accouling systems to assure mointenance of conbrols, survey the availe
ability and unc of reference materials, and emphasize the importance of elerical
trajning end supervision and local manogement monitoring of the operations of
the leave accounting syslem.

The Depariment of the Navy belicves that the measures to be directed by
the DAVCOIQT Nolice, plus continmal local emphasis on the imporiance of accu~-
rate recordrs, will be more effeetive and cconomical in improving accuracy of
records lhan cstablishing stondards For clerical accuracy. The Navy does notb
have sulficient information to eshablish Havy-wide standards that it lnows
vould be valid; ootaining sufficient informatlion would be relatively expensive;
and it is likely 1hai the result of the effort would be a determination that
valid overall standards for the differcent types of activiiies and operatbions
involved cannot be developed. Fstablishing arbitrary standards is undesirable
since they probably would be unrcalislically low or high and defeat the objec-
tive sought.

ith respect to internal audit coverapge of this area, the policy of the
Kaval Avdit Scrvice is to allocale its limited resources to arcas offering the
greealest potential retvrn. The procedure for implementing this policy is to
conduct pre-aundit svrveys during vhich the areas most in necd of coverage are
selected for emphasis during the audit. Timeckeeping and payroll is one of the
arcas surveyed ot each periodic audit of activities having the function; it is
also considered for coverage in establishing annual plans for continuous audiis.
The audit program for this arca includes coverage of leave administration. There-
fore, if the arca is selccled fov emphnsis, the matlers which GAC sugszests be
given speeial emphesis would be examined. B ‘

Pre-cudit surveys uwsually indicate a greater need for emphasis in areos
other than Tiwexkeening and Feyroll, such as lanufacturing, Rescarch and Devel-
opmang, Procurcivent and Contract Adainistration, and Supply Manzgement., These
areas generally offer grealer polential return than Timekeeping and Payroll.

The increcsed enphasis by FAVCOIPT and lecal management on better opera-
tion of leave accounting syslere should effect inprovement, and reduce the
necd for increcsed esudil emmhasis. Tt is pointed out that the annual error
rates projected by CAQ are estiintes and suvject {to scne question. Detailed
Derarinent of the MNevy revicus suvbsequant to-the first GAO review in the liavy
disclozcd annuel ervor rates significenlly less than the GAO estinetes, The
Favel Andit Borvice will continue lo give coveragse 1o the Timekeepinz and Payroll
s cutlinad 2beve, Tha Doporinent of th2 Ilavy believes that the present

i cy 3s sourd and in Unc best inteorest of the Government, Unless wore
conclusive evidence ihat leave acccunting errors are having en adverse effect
on ihe morzal BVR

i
enployees 1s dovelceped, the Depariment of the Navy plans to
2udit policy for the Tinskeeping end Fayroll area.
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DEPARTMENT OF THE AIR FORCE
WASHINGTON 20330

OFFICL OF THI. SLCRETARY

MELORANDUM FOR DEPUTY CONPTROLLER FOR ACCOUNTING SYSTEMS,
OFFICE OF THE ASSISTANT SECRETARY OF
DEFENSE (COMPTROLLER)

SUBJECT: GAO Dratt Report, "Heed for Improvement In the
Administration of Leave of Abscnce Granted to
Civilian Employees' (08D Casc #2788)
The Air Force has been requested to provide comments to
your office on the subject rcport. Attached are Air Force

comments .

We appreciate the opportunity to comment on this report.

e

P L £, . .

- . .‘ <4 % [N M',}".',{l s
T Y AU P N
BRI . RN

ROEBERY D. BEEXNSON
Deputy Aczistant Scorelary

(Audit, Data Automation and Finance)
1 Attachment

Air Force reply

s,
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Air Force Reply
to
Comptroller Gencral of the United States
Draft Report to Congress
June 1963

on
Need for Improvement in the Administration of
Leave of Abgsence Granted to Civilian Employees

(0OSD Case #2788)

1. GRO Slates: The need €or better administrative controls
over civilian cmployces' leave oi absence (Page G).

Comment : The Air Yorce recognires the importance of proper
administration of civilian leave both from the standpoint of
the govevmment and its effcct on cmployee morale, Consecquently,
this aspect of cmployece remuneration has been given majox
attention, resulting in the development and maintenance of
operating procedures capable of attaining adequate administra-
tive control and compliance with applicable laws and GAO and
CSC directives.

2. GAO Indicates: That clerical inaccuracies were revealed
and their causes (Pages 10 through 13).

Comment :

a, DPracticalily all civilian leave records of American
Nationals arc maintained on cleclironic equipment. OUr machine
programs talic cognizancce 0l compuicr seli-checking features,
Togecther With preseribed procedural control, we believe that
processing techniques are adceqguate, Once the data becomes

input to the system, accuralc processing will follow, Conse-
quently, 1t is vital that corrcet data be introduced into the
system,

b. Ve have at all times recopgnized the initial leave
rccovding as a vulncerablce arca because of dependence on time-
kecpers for rceportinz. The Jarge number and comparatively low
grade ol thesc personncl, with resulting effcct on accuracy,
have been a matler of concern, We have tried to offsct’ the
adverse eifcct of the humon clement by adequate training and
closc supervision on the part ol operating and payroll super-
visors,

c. In view of the above, we have made 1t a point to give
Auditor Gencral reports in this subject matter area the widest
diszemwination. The Auditor General report covering 36 instal-
lations was sent to cowmands Air Force-wide for study and
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covrective action where indicated. The Auditor General report
involving an additional 89 installations was similarly dis-
tributed., Only by constant awarcncss can the acceptable level
of compctence and resulting accuracy be realized,

3. GAO Concludes: That greater use of predetermined controls
would greatly improve accuracy without significant incrcasc In
administrative cost and that appropriate reference material be
made available and uscd (Page 14).

Comment

a. Built-in edits and controls are necessary to any system
and are being made an integral part of the standard Air Force
civilian pay system now being designed for the Phase 11 com-
puter (Burroughs 3500) * With the accuracy and internal edit
capability of the Phase 11 computer, we do not believe manvally
maintcained control totals are either necessary or desirable.

It 1S our opinion that (1) sufficient controls are being incor-
porated into the leave programs currcntly being designed for
the Phase II computer system, and (2) the cost of manual con-
trols will greatly exceed thec monctary amounts associated with
undetccted errors,

b. The laws and regulations pgoverning leave administration
within the Air Porcc are containcd in TFederal Personnel Supple-
ments 9¢0-1 and 990-2, AIr Force Regulations 40-G01 and 40-602,
and Scctions 6011, 6012, and 6013, Air Force HNanual 40-1.

These publications are available to all payroll offices by auto-
matic distribution upoc requisition through regular distribution
channels. - Payroll offices will be advised of this service and
will be instructed to requisition any of the aforementioned pub-
lications not currently in their filecs*

4. GAO Citcs: THC need for increased emphasis on agency
reviews of Teavc administracion (Pages 14 through 16).

Comment: We believe thalt the Air Force has, in fact, placed
major emphasis on revicw of leave administration. The Air Force
Auditor General, during the time of GAO's review (1964-19G3) ,
has spent approximatcly 150,000 hours resulting in over 400
reports OF audit to Air Force management world-wide on the many
aspects of civilian personncl admninistration. This includes
two vorld-wide directed audit efforis applied at all major Air
Force bases, Doth of these audit cfforts specifiically covered
the adeguacy OF administrative proccdures and controls, propriety
oi lcavCc accruals, and matheomatical correctness of leave records.
Joth audits also resulted in summary audit- reports to the Air
Staff, the First in Decewber 19865 and the second in March 19G8S,
Audit eifort will continue to be applicd in the aforementioned
arcas with duc considcrxtion given to audit; needs having the
highest priority.
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PRINCIPAL OFICIALS
OF THE DEPARTMENT G- DEFENSE AND
MILITARY DEPARTMENTS RESPONSIBLE
FOR LEAVE ADMINISTRATION MATTERS

DISCUSSED IN THIS REPORT

Tenure of office
From To
DEPARTMENT (F DEFENSE
SECRETARY (F DEFENSE :
Clark M. Clifford Mar. 1968 Present
Robert S. McNamara Jan. 1961 Feb. 1968
ASSISTANT SECRETARY (F DEFENSE
(INSTALLATIONS AND LOGISTICS):
Thomas D. Morris Sept. 1967 Present
Paul R; Ignatius Dec., 1964 Aug. 1967
Thomas D, Morris Jan. 1961 Dec. 1964
ASSISTANT SECRETARY (F DEFENSE
(COMPTROLLER):
Robert C. Moot Aug. 1968 Present
Robert N. Anthony Sept. 1965 July 1968
Charles J, Hitch Feb. 1961 Aug. 1965
DEPARTMENT COF THE ARMY
SECRETARY OF THE ARMY:
Stanley R. Resor July 1965 Present
ASSISTANT SECRETARY OF THE ARMY
(FINANCIAL MANAGEMENT):
Eugene M. Becker July 1967 Present
W. Brewster Kopp June 1965 June 1967
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PRINCIPAL OFFICIALS
CF THE DEPARTMENT COF DEFENSE AND
MILITARY DEPARTMENTS RESPONSIBLE
FOR LEAVE ADMINISTRATION MATTERS
DISCUSSED IN THIS REPORT (continued)

Tenure of office
From To

DEPARTMENT CF THE NAVY

SECRETARY OF THE NAVY:

"Paul R, Ignatius Sept. 1967 Present

Charles F, Baird (acting) Aug. 1967 Sept. 1967
Robert H. B. Baldwin (acting) July 1967 Aug. 1967
Paul H, Nitze Nov. 1963 June 1967

ASSISTANT SECRETARY GF THE NAVY
(FINANC IAL MANAGEVENT) :

Charles A. Bowsher Dec, 1967 Present

Vacant Aug. 1967 Dec, 1967
Charles F. Baird Mar. 1966 July 1967
Victor M, Longstreet Aug. 1962 Dec., 1965

DEPARTMENT OF THE AIR FORCE

SECRETARY OF THE AIR FORCE:
Dr. Harold Brown Oct. 1965 Present

ASSISTANT SECRETARY OF THE AIR

FORCE (FINANCIAL MANAGEVEND) :
Thomas H, Nielson Jan. 1968 Present

Leonard Marks, Jr. June 1964 Dec., 1967
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