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THE OCTOBER 1990

BUDGET LEGISLATION WILL

HELP CONSTRAIN THE

DEFICIT, BUT WILL BY NO

MFEANS ELIMINATE IT.

MUCH REMAINS TO

BE DONE.

A Message
from the
Comptroller
General

ineteen-ninety was the year in which

the budget crisis came 1o dominate

the nation’s political agenda. Both in

the administration and on Capitol
Hill, policymakers finally faced the facts about
the deticit.

First, it wasn't getting any better. Five
years following passage of Gramm-Rudman-
Hollings, the government was no closer than it
had been to halancing the books.

Second, the hemorrhage of red ink
was depriving lawmakers of both the flexibility
and the resources to respond 1o national
problems. The deficit was getting in the way
of governing,

Third, and perhaps most significant,
the Jong-term economic security of the United
States was in jeopardy. The prospect of an
endless piling-on of debt held serious
implications for domestic savings and
investment. Over the long run, it meant slower
growth, a weakened competitive position in
the world economy, and an erosion of the
nation’s standard of living.

The new resolve to deal eamestly
with the budget crisis was spurred by 4 series
of progressively troubling deficit projections.
The Office of Management and Budget (OMB)
estimated in January 1990 that the fiscal year
1991 baseline deficit would total $100.5 billion.
An update in July made it $231 billion. Still
another, at the time of the September Budget
Summit agreement, made it $294 billion. In
just 9 months, the anticipated federal budget
deficit had tripled, with no letup in sight.

People were becoming aware of
another fact as well: Even the highest deficit

projections understated the size of the problem.

The projections were arrived at by merging the
enormous deficit in the government's
operating, or general, fund with the surpluses

in the Social Security and other retirement trust
funds, The effect was to mask the vast
structural general fund deficit—no mere $§294
billion, but in reality, more than $400 bitlion.

Interest payments on an ever-

expanding national debt—which already
exceeds $3 trillion and could be headed for $5
trillion by 1995—are claiming an inordinate
share of the government’s revenues. Ten years
ago, debt service consumed 21 percent of
general fund income. Today, 39 percent. Debt
service is the fastest growing federal
expenditure. By 1992, detense spending
{excluding Operation Desert Shield) will no
longer be the biggest item in the federal
budget. Debt service will.

Expressed as a percentage of Gross
National Product (GNP), the federal budget
deficit has doubled every decade for 40 years.
General fund receipts have dropped as a share
of GNP; general fund outlays have grown. So
it is in the general fund-—where revenues now
cover only 67 percent of expenditures—that
the structural imbalance has developed.

The October 1990 budget legislation
will help constrain the deficit, but will by no
means eliminate it. Certain anticipated costs
are not subject to the spending caps provided
by the legislation. For example, the cost of the
savings and loan rescue continues to rise. The
eventual cost of Operation Desert Shield is
unknown. In addition, the economic
assumptions on which the budget agreement is
based—such as projected interest rates and
rates of GNP growth—are extremely optimistic,
especially those covering the fourth and fifth
years of the agreement. The legislation itself
comes late and doesn't go far enough.

Yet the fact remains that an agreement
was reached. and that the nation’s leaders did
not abandon the politically painful task of



prrofler General of the

G

C

United States Charles A Bowsher

sistant to the

and Special As

Compiroller General

Milton J. Socolar.

onstructve

The Budget Deficit ke port

[

rea e o

nators 1im |

{lay, Se

LS

voslepis o

At

NICAstesS cerd

L

ool e bide

edustonl

15k

o

Rl mnio

awl o

surio he wil

TASSICY
deficit and

S e

present he ¢ o

tinish the o,



Ditring 1990, the budgel deficit
was o continua! subject for
discression when the Comptroller
General met with bis
management team. (Lot io
right . Complroller General
Charles A. Bowsher, Assistant
Comptrodier General for
Planning and Reporting
Donald . Horan, Assistant
complrofler General for
Operations fra Goldstein. General
Cotsnse] James 1. Hinchman,
Assistant Compiroller General
Harry S, Havens. and Assistant
Comptroller General for Policy
Werner Grosshans.

A M e s sAaGE F R O M T

Congress and the American people. Senators
Daniel Moynihan and Bill Bradley subsequently
joined in the request, and on September 12,
1990, we issued The Budgei Deficit: Outlook,
Implications, and Choices (GAO/OCG90-3).
Our report analyzes the causes of the deficit,
explains its implications for the future, and
outlines various options for reversing it.

At the heart of our report is a recommendation
on the scope of that reversal. We do not
recommend what actions be taken in order o
accomplish it; that is for the people’s clected
representatives to decide, But we do strongly
urge that the federal government. presently
running « yearly deficit of about 4 percent of
GNP, fashion a program that would achieve, by
the end of O vears, a yearly surplus of 2 percent
of GNP. Entailing about $1 trillion in fiscal
policy changes, such a program would bring
the general fund roughly into balance. By
contrast, the October 1990 budget legislation
provides for $492 billion in fiscal policy
changes over 5 years.

As the provisions of the budget
legistarion take effect. GAO will help the
Congress assess what was achieved and what
still needs to be done, and determine the
alternarives that remain available in the quest to
turther reduce the deficit.

The Year’s Accomplishments
The deficit dilemma was not, of course, the
only area in which GAQ was involved this
year. In the next section of this Ausniictl Repont,
we portray the breadth of our activities in a
section we call “The Year's Accomplishments,”
which highlights the work of our headquarters
divisions and regional oftices and includes a
tmeline of some of the year's most important
reports and congressional testimonies.
Looking over the timeline, it is not

CoMPTROLLER G ENERAL

surprising to find that the year's work begins
and ends with major reports on the budget.
But in between are more than a hundred wide-
ranging titles that represent, not just a
continuing effort to assist the Congress in its
oversight of federal programs, but an
expanding responsibility to help it examine the
larger issues and trends that affect every area
of governing.
In November 1988—a little more than
2 years ago—we issued a series of 20
Transition Reports to help the Congress and the
new administration focus on the policy,
management, and program issues they would
soon be facing.  The Compiroller General s
Fiscal Year 1989 Anmual Report called for
renewed attention to the kinds of problems—
the savings and loan rescue, the health of the
federal deposit insurance program, the failures
of accountahility in government, and the need
to reappraise our approach to national
defense—that would simply not go away on
their own. As fiscal year 1990 unfolded, we
stayed involved in all of them.
For example, we produced Financial
Audit: Federal Savings and Loan Isurance
Corporation’s 1989 and 1988 Financial
Statements, which raised the possibility that the
price of the savings and loan rescue might
reach $500 billion, and Bank Insurance Fund:
Additional Reserves and Reforms Needed to
Strengthen the Fund, which warned that the
insurance fund may not be sufficiently
capitalized to deal with the potential for bank
failures in the event of a recession. We also
issued Government Financial Vulnerability:
Fourteen Areas Needing Speciad Review, which
designated “high-risk™ areas for pursuing waste,
fraud, and abuse, and testimony entitled
Department of Defense: Improving
Management to Meet the Challenges of the



19905, which called for a critical reexamination

of future defense spending and greater atention
to long-standing defense management problems,
In all, we issued 921 reports to the
Congress, congressional committees, and
individual members: 54 reports to federal
agency officials; and over 3,500 legal opinions.
We continued, as always, to assess the cost and
effectiveness of federal programs: During fiscal
year 1990, our work contributed to legislative

and executive actions resulting in over $15
hillion in measurable financial benefits to
the government,

Our Annnal Report pictures almost all
the GAG staff members who testified this year
before the Congress. They fill a lot of
photographs. That they do is a measure of the
evolution of GAO—bath the hroadening of our
responsibilities and the expansion of our
capacity to meet them. It comes down to the

g



An important factor in the
unprecedented number of
testimonies and briefings lo
Congress that GAO provided this
fiscal vear was the work of the
Office of Congressioned Relations.
{Left to right): Director of the
Office of Congressional Relations
M. Thomas Hagenstad: legistalive
attorney 7. Vincent Griffith; and
legislative advisors Helen H. Hsing,
Richard P. Roscoe, and

Willicim A. Gerkins,

A M P s s aAaGE PR O M T H E

quality of our people—not just of the 70 GAO
staff members who testified a total of 306 times
in fiscal year 1990, or of the 100 or so who
accompunied them in their appearances before
the Congress, but of the several thousand who

contributed directly to the fulfillment of our mission.

§

CoM?PTROLLER G ENE R A

Financial Information

Our report’s final section consists of GAO's
fiscal year 1990 financial statements. We think
every major federal agency should produce a
set of audited tinancial statements each year,

The reason is simple: Reliable financial
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systems and the data they produce are essential
1o responsible financial management. This
year, for example, we completed an
examination of the Air Force’s financial
statements, the first such statements ever
produced by a military service branch. What
we found were hillions of dollars in misstated
costs, major internal control weaknesses, and
extensive financial management deficiencies. It
is never enjoyable for an agency to bring its
problems to light, but doing so is the first,
essential step toward solving them. Recognizing
this fact, the Congress passed the Chief Financial
Officers Act of 1990, requiring a set of pilot
financial statements and audits for 10 departments
and major component agencies. Some federal
entities—among them the Department of
Veterans Affairs, the General Services
Administration, and the Social Security
Administration—already produce auditable
financial statements regularly. Others ought

toas well

The Chief Financial Officers Act
contains a variety of important reforms. The
act establishes, within OMB, a Deputy Director
for Management and an Office of Federal
Financial Management headed by a
presidentiaily appointed Controller. It
establishes Chief Financial Officers in the
federal departments and nine major agencies
who are also presidentially appointed. And,
among other things, it requires the conduct of
long-range planning to guide financial
management improvemert.

Financial management reform holds
the promise of real progress in the way the
federal government operates. But it also has
special significance in light of the weakening of
public confidence in government that the
hbudget problem has provoked. The whole
budget crisis, after all, is about money, Over

the long haul, regaining the taxpayers’
confidence in the way their money is being
handled can be achieved only by putting
reliable financial systems in place throughout
the government. Only then, when
policymakers can see exactly where we are
and how we are doing, will they he able to
decide responsibly where we ought to go and
how we can get there.

One more word on the deficit. There
is reason to be encouraged now that so many of
the nation’s leaders are willing to struggle with
the deficit dilemma and hammer out a
compromise. The nation is not done with this
problem. But there is, at last, some room for hope.

Chachs A. Bowalhe

CHARLES A, BOWSHER
Comptroller General
of the United States




1T ALL COMES DOWN TO

THE QUALITY OF OUR

PEOPLE—FROM THE 70

WHO APPEARED BEFORE
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TO THE SEVERAL THOUSAND
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MISSION.
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AOYs Accounting and Fonancial
Management Division (AFMDY works
| o improve the quality of financial

management throughout the federal
aovernment. AFMD evaluates federal
accounting and budgeting systems. AFMD
dudits-—or reviews the audits—of financial
starements prepared by federal agencies and
other organizations using federal funds. In
addition. AFMD promulgates federal accounting
and government auditing standards and
provides guidance to other agencies in financial

management Irining.

In fiscal year 1990. ..

. the Congress and the Federal Deposit
Insurance Corporation responded to an AFMD
warning that Bank Insurance Fund reserves
were dangerously low, taking steps to increase
the Fund's reserves and implement other
reforms 1o guard against potential shorttalls,
similarly, the Export-Import Bank established
reserves 1o cover AFMD-identified losses on its
porttolio of foreign loans.

. AFMD provided the Congress with the first
warning that the savings and loan crisis could

Highlights of
GAO Reports &

In Fiscal Year 1990, GAQ pre-
pared 921 reports to Congress,
congressional committees, and

cost up to $500 billion and that funds provided
to the Resolution Trust Corporation would not
cover these costs.

. AFMD completed the Air Force audit—the
largest financial audit in history and the first
financial audit of a military service. AFMD’s
examination of Air Force financial statements
disclosed hillions of dollars in misstated costs,
maior internal control weaknesses, and
extensive financial management deficiencies.
As a result, the Department of Defense (DOD)
received support for its management
improvement initiatives and acknowledged
financial management deficiencies in other
DOD components.

. AFMD issued a study documenting the
government's exposure in credit assistance and
insurance programs at more than $3 trillion.
The Office of Management and Budget began
te monitor these exposures, and the Congress
took action to control loan guarantees and
government sponsored enterprises.

. the Congress cut $1.3 billion from the
Defense budget after AFMD found that DOD

The following list of selected
teports and testimonies reflects
the range of significant issues
individual members; 54 reportsto - with which GAO was involved
aver the course of the vear.

Tesnmony federal agency officials; s: and over
3500 legal decisions and opin-
ions, GAO also testified 306 times
before congressional committees,

10




had more cash than necessary

stock funds.

... a comprehensive AFMD report on the
condinion of federal internal controfs andd
accounting systems led GACH o focus on
federal programs or activities in which there
exists o “high risk™ of major costs due Lo fru
waste, and abuse. The report was part of
AFMD's 1990 efforts 1o build governmentwic.
support for tegislation to reform federal
financial management, including passage of the .
Chiel Financial Officers Act of 1990. o 1.

54 Reports to Congress
18 lestimonies

MANAGING THE COST OF
GOVERNMENT: Proposals
for Reforming Federal
Budgeting Practices

The federal budget needs 1o be
restructured to provide policy makers
and the public with a clearer and

more aceurate picture of the nation's
finances. {AFMD-90-1)

il 1

FINANCIAL AUDIT: Federal

Savings & Loan Insurance
Corporation’s 1988 & 1987
Financial Statements

FSLIC incurred the frgesty o foss
(300 billion and deficit €475 hillion)
ever reported by o puiie o private
corporition. Ultiniuel - ihe cost to
the public will e even Rialker,
(AFMDO0-4 1)

o eneeradd Cheirter L Bowsher aaed sssistdin
o eral Do HL Chepnr lostify on the Offfce of
wient i Bradoers ole i infaocing sorerianient
seend Defore the Senciie Contnanitee on Governvieinial
chetred Dy Sencitor hi Glen,

MILITARY PRESENCE: U.S.
Personnel in NATO Europe

A deseription of the TS military pres

ence i e 14 NATO countries dur-
ing 1980 (NSIAD-90-1)

Tostimonies:
BUDGET: Comptroller General
Charles AL Bowsher on the treatment
of trust funds in the budget, especial-
Iy the use of Soctal Security funds to
mask the overall budget deficit.
(T-AFMD-90-1. T-AFMD-90-3, and
T-HRD-OG-10)

11

Assistant Comptroller General for
Accounting and Financial
Management Programs

Donald H. Chapin (center) with
teft o right: Associate Direcior

Jor Financial Mandgemen!

Svstems envid Ancit Orversight
Davtd L. Clark, Director of
Finaneicd Aueliis Desnnts | Dugrietie,
Divector of AFMD Planning and
Keporting Brign P, Crowley, and
Director for Financial
Management Systems end Audit
Orersighi feffrey C. Sieinboff.

BANK CAPITAL STANDARDS:
Assistant Comptroller General

[farry 8. Havens on GAO's concerns
about the lowering of capital require-
ments for {18, banks, (T-GGD-90-5)

TAX POLICY: Director of Tax Policy
and Administration Issues

Jennie S, Stathis on the advantages of
some methods of levying income
taxes on mutual lite insurance com-
panies. (T-GGD-O0-3)

SOUTH KOREA: Director of
Logistics Issues Donna M. Heivilin on
the black marketing of U.S.-provided
goods and efforts to prevent it,
(T-NSIAD-90-T



NOVEMBER 1989

68 Keports to Congress
37 Testimonies

CGrenera

Government
Division

o - -

he General Government Division

(GGDY s coneerned with the effective

management of kev government

functions, such as tax collection, the
adminstration of justice. the regulation of
financial institutions. the acquisition and
maintenance of federal office space, and the
hiring and compensation of federal workers.
Aniong the agencies GGD reviews are the
federal government’s management agencies
(the Office of Management and Budget. the
General Services Administration, .ind the Office
of Personnel Management); the Department of
e Treasury: the Department of Justice:
regulators of the financial services industry,
such us the Federal Reserve, the Federal
Deposit Insurance Corporation, the Securities
and Fxchange and Commodity Futures Trading
Commissions, and the Resolution Trust
Corporation: and the Postal Service. In
addition, GG assesses the effects of changes
in tax laws on individuals and corporations.

GAO recommends actions to improve

MILITARY BASES: An

In fiscal year 1990 . ..
... responding to growing concerns over the
costs and causes of the savings and loan crisis,
as well as the financial condition of commercial
banks, GGD recommended to the Congress
ways of improving the safety and soundness of
LS. financial institutions and markets in order
to help better protect investors.

... on behalf of the Congress, GGD monitored
the planning and conduct of the 1990 census,
and recommended actions that resulted in
financial benetits of about $36 million.

... the General Services Administration and the
Government Printing Office began making
management improvements after deficiencies
were brought 1o light by GGD's general
MANagement reviews.

... 4 GGD report required by the Immigration
Reform and Control Act noted that the
employer sanctions provision of the law had

prompted a widespread pattern of employment

The response to the oil spill was

FINANCIAL INTEGRITY ACT:
Inadequate Controls Result
in Ineffective Federal
Programs and Billions

in Losses

the gov crnmcm's‘f[nnnd;lt mange- Analysis of the Commis- clearly inadequate. A single authority
ment system. (AFMD-90-10) . . should be responsible for national
s1011'S Reahgnment and prevention measures. (RCED-90-44)

FEDERAL CREDIT AND
INSURANCE: Programs May
Require Increased
Assistance in the Future
Growing tederal credit assistance and
insurance programs have exposcd

taxpayers 1o more than 83 trillion in
potential liahilities.  TAFMD-90-11}

12

Closure Recommendations

While the commission’s methodology
wis generally sound, savings were
exaggerated and miscalculations were
made in recommending bases to be
closed. (NSIAD-90-42)

COAST GUARD: Adequacy
of Preparation and
Response to Exxon Valdez
Oil Spill

GENERAL SERVICES
ADMINISTRATION:
Sustained Attention
Required to Improve
Performance

GAQ's management review assesses
whether a centralized or decentral-
ized approach is most appropriate to




GSA's mission. Major management
problems need to be overcome
hefore C8A cun adopt the decentral-
ized approach. (GGD-90-14)

Testimories

MEDICAL DEVICES: Complroller
General Charles A Bowsher and
Assistant Comptrolier General
Eleanor Chelimsky on the public
health risks of recalled medic
devices. (T-PEMD-90-2 and
T-PEMID-G0-3)

DEPARTMENT OF ENERGY:
Assistant Comptroller General

1. Dester Peach on DOE's S-year plan
lor environmental restoration and
waste nanagement. (T-RCED-90-16)

PUERTO RICO: Director of
Intergovernmental and Minagement
Issues Linda G Morra on the future
political status of Puena Rico,
{T-HRD-9O-7)

HOUSING: Dircctor of Housing and
Community Development Issues
John M. Ols [r. on the financial
impact of policy changes on the
Federal Housing Administration’s
mortgage insurance fund.
(T-RCED-G0-17)

RATLROAD SAFETY: Dircctor

ol Transportation lssucs

kenneth M. Mead on the Federal
Railroad Administration’s hazardous
materials inspection progran.
(T-RCEI--13)

13

Assistart Compiroller General for
General Government Programs
Kichard 1. Fogel (right) with (left
lo right): Director for
Administration of justice [ssues
Lowell Dodge, Assoctate General
Counsel Robert P, Murphy.
Director for Tax Policy and
Adminsstrotion Ksues Jennie S. Stahis,
and Director for Government
Business Operations fssues

1. Nye Stevens.

CEMBER 1989

52 Reports to Congress
3 Testimonies

PRISON CROWDING: Issues
Facing the Nation’s Prison
Systems

Unprecedented growth of the inmate
population in federal prisons already

outdistances plans o double prison
capacity. (GGND-90-1BR)




t1efi o right): Director for
Federal Human Resource
Management Issues

Bernard L. Unger, Director for
Federal Management Issues

| William Gadsby. Senior
Associate CGeneral Conisel
Heniry R. Wray, Assoclate
Divector for Tax Policy and
Adminisiration Patil L. Poswer,
and Director for GGD Plunning
and Reporting jobnny €. Finch

Senators William V. Roth [r. and
Jubn Glenn with Comptroller
Generdl Charles A. Bousher did
Assisternl Comiptioller Geveral
Richard 1. Fogel prior to
testimony before the Senate
Conmitice on Governmental
Affairs,

FEDERAL OFFICE SPACE:
Increased Ownership Would
Result in Significant Savings

The tederal budget structure hinders
the government from building its own
office space, costing taxpayers bil-
lions for more expensive leasing
arrangements. (GGD-90-11)

AVIATION SECURITY:
Training Standards Needed
for Extra Security Measures

at Foreign Airports

The Federal Aviation Administration
cannot be assured that ULS, airlines
are applying the necessary seeurity

measures at high-risk foreign airports,

(RCED-H0-601

DEFENSE ACQUISITION
PROGRAMS: Status of
Selected Programs

14

discrimination. The finding led the Congress to
consider improvements in the law’s
employment verification system.

... GGD examined ways of making
government more competitive with the private
sector in recruiting and retaining a quality work
force. GGD's findings helped the Congress
develop legislation establishing locality-based

pay for federal workers. O

A review of the requirements, sched-
ule, pertormance, cost, and funding
support for 13 defense acquisition
programs. (NSIAD-90-30%

FOOD ASSISTANCE: The

National WIC Evaluation:
Reporting and Follow-up
Issues

Department of Agriculture reporting
of 2 1986 evaluation of the nutrition
program for needy women, infunts,
and children was misleading since it
diluted favorable conclusions about
the program. (RCED-90-3)

HOUSING PROGRAMS:
Increased Use of
Alternatives to Foreclosure
Could Reduce VA’s Losscs
‘The Department of Veterans Affairs
could save millions of dollars each
vear if it used alternatives 1o loan
foreclosures more often. (RCED90-4)

ICBM MODERNIZATION:
Rail Garrison Production
Decision and Launch Car
Decision Should Be Delayed




Human
Resources
Division

ederal health, education, employment,
and income security programs are the
focus of the Human Resources Division
(HRD?. Through its reviews and
evaluations in these areas, 1HRD assists the
Congress in its oversight of the Departments of
Health and Human Services (1S), Labor,
Education, and Veterans Affairs (VA),
In fiscal year 1990. ..
... acting on HRD recommendations, the
Congress and HHS took steps to reduce the
government’s Medicare costs for fiscal years
1990 and 1991 by over §1.2 billion. One HRD
review, for example, led the Congress to put
limits on Medicare payments to suppliers of
home dialysis equipment, resulting in financial
benefits to the government of $276 million.

... alse acting on HRD recommendations, VA
took steps to recover from private insurers its
costs for services to non-service-connected
veterans—an action that could lead to
recoupments of about $230 million in the next
2 years. In addition, the Secretary of VA,
responding to the initial findings of HRD's
general management review of the Department,

The Air Force should give fuller con-
sideration to operational test and
evaluation results before deciding to
hegin production of this system.
(NSIAD-90-19)

JANUARY 1990

developed a strategic management plan to
improve VA's provision of services to 27
million veterans.

... the National Tnstitutes of Health (NIH)
adopted all of HRD's recommendations to fully
implement a policy of encouraging the
inclusion of women in study populations used
in NIH-funded rescarch,

... several health care professionals cited
HRD's study of infection control programs in
government and private sector hospitals as the
foremost study of the subject in recent times. As
part of the study, a list was prepared of the
factors contributing to the successful control of
infection; the list was reprinted by GAO and
distributed to the more than 5,400 member
hospitals of the American Hospital Association.
In addition, a Spanish language edition was
provided to an international infection control
symposium in Mexico and distributed
internationally by the World Health
Organization.

... the Social Security Administration (SSA)
completed a 6-year 17.000-position reduction in

linancial management systems, GAO
targets for special scrutiny 14 areas
that are especially vulnerable to
waste, fraud. and abuse. (OCG-90-1)

52 Reports 1o Congress
& lestimonies

GOVERNMENT FINANCIAL. ~ TRANSFER: Oversight of
VULNERABILITY: Fourteen  Critical Banking Systems
Areas Needing Special Should Be Strengthened
Review Given the international banking

Neting costly breakdowns in the fed-
eral government's internzl control and

industry’s reliance on these systems
for S1trillion in transfers every day,
GAO believes oversight efforts should
be intensified. (IMTEC-90-14)

FINANCIAL AUDIT: Farmers
Home Administration’s
Financial Statements for
1988 and 1987

Mulibillion dollar delinquencies and
[osses continue to grow in FmHA
lending programs despite the
improved agricultural economy.
Fiscal yeur 1988 losses were $13.8
billion and delinquencies tomlled
S12.5 hillion. (AFMD-90-37)




Director of Education and
Emplovment Issues Franklin Frazier
testifies on case processing by the
National Labor Relations Board
hefore the House Subcommittee
on Employment and Housing,
chaired by Representative

Tom Lantos.

INFECTION CONTROL: VA
Programs Are Comparable
to Nonfederal Programs but
Can Be Enhanced

GAO Lists 50 basic elements of an
effective infection control program
and uses the list 1o assess VA medical
centers. (HRD-00-27) List: (HRD-G0-23)

{estimonies

MEDIGAP INSURANCE: Director of
Health Financing and Policy Issues
Janet Shikles on anticipated 1990
premiums following repeal of the
Medicare Catastrophic Coverage Act.
(T-HRD-90-9)

CENSUS: Director of Govern-

ment Business Operations [ssues

L. Nye Stevens on the timing and data
quality of the post cnumeration sur-
vey, (T-GGD-90-15)

16

£1.1 hillion.o

NAVY SHIPBUILDING: Director of
Navy Issues Martin M. Ferber on the
cost and schedule problems of the
NDG-51 AEGIS Destroyer program.
(T-NSIAD-90-1-4)

FINANCIAL MARKETS: Director of
General Government Information
Systems Howard G. Rhile on the
need for tighter computer security in
the securities markets
(T-IMTEC90-2}

its work force. A serics of HRD reports
throughout the period documented the fact
that SSA’s services were not being impaired,
and persuaded the Congress that the cuts
should not be curtailed. The financial benefits
to the government amounted to about

FEBRUARY 1990

74 Reports to Congress
28 Testimonies

STRATEGIC BOMBERS: B-2
Program Status and
Current Issues

Faced with huge cost overruns,
slipped schedules, and design prab-

lems, the B-2 “Stealth” bomber pro-
granv's funding and pace of produc-




Assistarit Compirofler General for
Human Resources Programs
Lawrence H. Thompson (second
Sfrom left) with (lefi fo vight):
Director for Education and
Emplenment Ksues Franklin Frazier,
Associate Director for National
and Public Health lssies

Mark V. Nadel, Associate Divector
Jor Income Security Issies
Gregory [ McDonaid, Director
Jor Health Financing and Policy
Issues Janet Shikles, and Dirveclor
Sfor ncome Security Issues
Joseph Defico,

tion should be reduced until critical
performance elements have been
fully tested. (NSIAD-90-12(0

FINANCIAL AUDIT: Air
Force Does Not Effectively
Account for Billions of
Dollars of Resources
Inadequate accounting systems have
caused the Air Force to misstate by
billions of dollars the costs of buying

tLeft to right). Director of the
Office of Program Planning
William /. Gainer, Director for
Intergovernmentel! dnd
Management Isues Linda & Mo,
Manager of the Detroit Regional
Office Jobn R. Liske, Divector for
Federal Health Care Issues
Davtd P. Baine. Direcior for HRD
Operations Savab F. Jaggar, and
Director for HRD Planning and
Reporting Edward A. Densmore.

and operating weapons and mainiain-

ing equipent inventories.
(APMD-Y0-23)

HAZARDOUS MATERIALS:

Inadequate Safeguards over
Sales Pose Health and

Environmental Problems

DOD and the General Services
Administration have sold hazardous
materials 10 buyers who stored and
used thera impropetly.
(NSIAD-90-7(0)

TAX SYSTEM
MODERNIZATION: IRS’s
Challenge for the 21st

Century

The Internal Revenue Service has sev-

eral projects underway o modernize
its tax processing, but still needs a
strategic plun. (IMTEC-90-13)

Testimonies

DEPOSIT INSURANCE: Compuroller
General Charles A, Bowsher on the
decisions facing the Congress in
reforming the nation's deposit insur-
ance system. (1-GGD-90-20)
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NUTRITION: Associate Director
tor Food and Agriculture Tssues
Flora H. Milans ¢ the adequacy of
autrition programs on [ndian
reservations, (T-RCED-90-30)

STUDENT LOANS: Director of
Education and Employment [ssues
Franklin Frazier on the status of the
Stafford Student Loan Program—a
major source of loans for students
seeking postsecondary education,
(T-HRD-90-13)




[ntormation
Management and
Technology Division

S agendies iy 1o aequire and put to
soud use the Tatest information
technology, GAON Information
Management and Technology
Division (IMTEC) reviews the federal
government's activities involving automated
duta processing (ADP), telecommunications,
and information management, IMTEC évaluates
how well the government's major information
systems are performing: how well agencies are
managing their hardware, software, personnel,
and data; and whether agencies are acquiring
the most effective, economical, and efficient
information technology to accomptish
their missions.

In fiscal year 1990 . ..

... IMTEC’s wide-ranging reviews of ADP
acquisitions resulted in financial benefits to the
government of nearly $1.1 billion this year.
IMTEC reports on major systems acquisitions
that were poorly planned or designed, such as
the multibillion-dollar systems for the Strategic
Defense Initiative, the Forest Service's
nationwide geographic information program,
and the Federal Aviation Administration’s
computer resources project, led the Congress
and the agencies to delay or improve these
procurements.

... the Federal Reserve corrected a number of
internal control weaknesses in its electronic
funds transfer system, which processes over
$250 trillion in transfers for the banking
community each year. IMTEC had identified
these weaknesses for the Federal Reserve and
warned of their effects on the system’s security
and operations.

PUBLIC LANDS: Director of Natural
Resources Management Issues
James Duffus 1T on the stewardship
of the public Jands by the Bureau of
Land Management and the (LS.
Forest Service, (T-RCED-90-24)

MARCH 1990 LAWN CARE PESTICIDES: Magnetic tapes containing scientific
R . ) . . . data from more than 260 NASA space
RISkS Relnafn.Uncemm missions face a serious risk of becom-
While Prohibited Safety ing unusable due to deplotable stor-
01 Reports to Congress Claims Remain age conditions. (IMTEC-90-1)

46 Testimonies

IMMIGRATION REFORM:
Employer Sanctions and the
Question of Discrimination
The Immigration Reform and Control
Act has produced o widespread pat-
tern of hiring discrimination against
people with foreign appearances or
aceents. (GGTHO0-142)

18

EPA is doing little to protect con-
sumers from false and misleading
claims made by the lawn pesticide
industry. {RCED-50-134)

SPACE OPERATIONS: NASA
Is Not Properly
Safeguarding Valuable Data
from Past Missions

U.S. WEAPONS: The Low-
Intensity Threat Is Not
Necessarily a Low-
Technology Threat

GAO examines the recent history of
low-intensity warfare and the technol-

ogy required for this type of conflict.
(PEMD-90-13)
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... following IMTEC recommendations, the
Internal Revenue Service, the Resolution Trust
Corporation, the Department of Veterans Affairs,
and the U.S, Coast Guard all took specitic
organizational and policy actions to improve
the planning and management of their

information resources systems
and programs.

... the Securities and Exchange Commission
and some stock exchanges took steps to
improve security in the exchanges’ antomated
information networks after IMTEC reviews
pointed out the possibilities of

security intrusions. 0

Assistant Comptroller General
Jor Information Management
and Technology Programs

Raiph V. Carlone (third from fefi)
with (left to right). Senior
General Counsel Seymoiir Efros;
Divector for General Government
Information Systems

Heward G. Rhile Jr.; Director for
Resources, Community, and
Ecomomic Development
Information Systems

Jaykiia Z. Hecker, Sewnior Associate

General Counsel Robert H. Hunter:
and Director of Government
Information and Financiol
Management Jack L. Brock.

DEFENSE INVENTORY:
Top Management Attention
Is Crucial

GAO summuarizes 20 years of reports
critical of DOTY inventory manage-
ment. conipaces DODYs management
activities with those of the private
sector. and makes recommendations
for improvements. (NSTADR-90-145)

SECURITIES TRADING:
Action Needed to Address
National Market System
Issues

GAQ recommends measures to the
Securities and Exchange Commission
to improve efficiency, effectiveness.
and fairness of TS, securities
markets. {GGD-90-52)

Testimonies

DEFENSE BUDGET: Comptroller
General Charles A, Bowsher on

defense spending and program issues
in the tiscal year 1991 budget.
(T-NSIAD-90-18)

FOOD SAFETY & QUALITY:
Director of Food & Agriculture Issues
John W. Harman on the efforts of five
Latin American countries to meet U.S.
requirements on imported produce.
(T-RCED-90-57)

COMPREHENSIVE QUALITY
MANAGEMENT: Director of
International Trade and Finance
[ssues Allan 1. Mendelowitz on the
impact of comprehensive quality
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management systems on American
companies. (T-NSIAD-93-22)

MILITARY HEALTH CARE: Director
of Federal Health Care Delivery
Systems Issues David P. Baine on
access to health care at overseas mili-
tary hospitals. (1-HRD-90-20)

MILITARY PROCUREMENT:
Director of Research, Acquisition, and
Procurement Issues Paul F. Math on
legislative proposals to establish a
professional acquisition corps in each
military service. (T-NSIAD-90-27)




CHILD LABOR: Director of
Educution and Employment Tssues
Franklin Frazier on child Labor viola-
tions und the proliferation of “sweat-
shops.” (T-HRD-90-18)

]
Nationad Securnty
and International
Affairs Division

sourans amed 1t protecing the United
Sttes and advancing its political.
ceonomic. and militry interests are
reviewed by the Natonal Security and
rernational Affairs Division (NSTADY, ts focus
includes the activities of the Department of
Defense. the Department of State. the National
Acronautics wnd Space Administration ¢ NASA),
the Ageney for International Development,
and the defense and international programs of

dozens of other federal agencies.

In fiscal year 1990. ..

.. changing East-West relations and the Iragi
invasion of Kuwait prompted significant
clnges in NSIAD's work, [n response 1o
congressional concerns, NSIAD began reviews
and studies in such areas as the restructuring of
U, armed torces, arms control, the changing
1S, role in NATO, future econoniic relations
with Fastern Furope, the cost and cfficiency of
Operation Desert Shield. and the effects of
international cconomic sanctions on lrag.

... NSTAD continued to examine the cost
growth, delivery schedule slippages, and
operational capacities of many major weapon
systems now in development or production.
NSIAD evaluators found that some systems—
the B-1 Bomber and the Apache Helicopter. for
example—had been rushed into production
without adequate testing and, as a result, had
significant operational shortcomings. NSIAD
cautioned that production of other systems—
among them the B-2 Bomber, the C-17A
aircraft, and the Advanced Combat System for
Submarines—had been scheduled along a
similar pattern.

... actions in response to NSIAD
recommendations resulted in about $8.8 billion
in measurable financial benefits to the United
States. For example, NSIAD recommendations
led the Congress to pare the fiscal year 1990
Defense budget by $375 million for Airhorne
Self-Protection Jamumers for Air Force and Navy
aireraft and by §200 million for ammunition
for the Army,

APRIL 1990

71 Keports (o Congress

35 Testimonies

GASOLINE MARKETING:
Consumers Have Limited
Assurance That Octane
Ratings Are Accurate

The federal government is doing little
1o prevent gis stations from selling

low-octane fuel at high-octane prices.
(RCED-00-5(1
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1990 FARM BILL:
Opportunities for Change

Major changes should he considered
in price und income support pro-

Qrams Lo encourage greater opportu-
nities for marketing. (RCED-90-142)

CREDIT MANAGEMENT:
Deteriorating Credit Picture
Emphasizes Importance of
OMB’s Nine-Point Program
Drespite an increased emphasis by
federal agencies on credit manage-

ment, delinquent debts owed to the
federal government remain high and
the risk of loss on receivables and
guaranteed loans continues (© grow.
(AFMD-90-12)

NAVY SHIPS: Status of
SSN-21 Ship Construction
Program

The Seawolf Nudear Attack
Submarine construction program may
face turther cost increases and sched-
ule slippages. (NSIAD-90-163}




(Neari: NSIAL and Dallus
Regional Office staff observe
Sield operations of the Armys
Apache belicopler.

tFart: Assistant Comptrofler
General for National Secitrity
and iternational Affairs
Programs Frank . Conabu.

P e E

{Seated, left 1o right); Associate
Director for Research,
Development, Acquissition,

and Procurement Issues

Michael £. Motley: Director of Air
Force [ssies Nancy R. Kingsbury;
Divector for Army ssues

Richard A. Davis; and Director
Jor Command, Confrol,
Commnication, and intelligence
Isues Lowis | Rodrigties.
(Standing, feft to vightl: Associate
Divector for Air Force Bsues
Norman J. Rabkin; Direclor for
Nawy Issres Martin M. Ferber:
and Direclor for Intevnational
Trade. Energy, and Finance
Issues Allan 1 Mendelowitz.

Testimonies

S&L CRISIS: Comptroller General
Charles A, Bowsher on the substantial
and rapid growth of the estimaied
cost of the savings and loan bailou
and the need to give the wxpayers a
complete and accurate accounting of
this cost. (T-AFMD-90-15)

MEDICAL MALPRACTICE:
Compiraller General

Charles A Bowsher on the Far-reach-
ing implications of medical malprac-
tice on health care costs
(T-HRD-20-2:0)

FEDERAL FINANCIAL

MANAGEMENT: Assistant Comptroller

General Donald 11 Chapin on the fod-
eral government's intemal control and
finuncial management system
weiknesses, (T-AFMD-90-14)

EMBEDDED COMPUTER SYSTEMS:
Assistant Comptroller General

Ralph V. Carlone on the importance
of embedded computer systems in
military weaponry and the need for
oversight by the Office of the
Secretary of Defense. (T-IMTEC-90-8)

METRIC CONVERSION: Assistant
Compiroller General J. Dexter Peach
on plans. progress. and problems
related 1o the federal government's
conversion o the metrte system.
(T-RCED-90-G1)

APACHE HELICOPTER: Dircctor of

Army [ssues Richard A Davis on the
muny operational and maintenance
problems of the Army's most
advanced helicopler gunship
CIENSIAL--33)

MAY 1990

100 Keports 10 Congress
35 Testimonies

FDA DRUG REVIEW: Post-
Approval Risks 1976-1985
serious drug side eftects not detected
in FDA preapproval testing led to the
withdrawal or relubeling of more thun
half of the drugs approved for mar-
keting hetween 1976 and 1983,
(PEMD-90-19)




tLefi to right): Associate Director
for Army Issies Henry L. Hinton,
Director for Foreign Economic
Assistance Issues Harold ] Jobnson:
Director for Defense Force
Mandagement Issues Paul L. Jones:
Director for Logistics Issues
DNonna N. Heiviling Direcior for
Security and nternational
Relations Issues Joseph £. Kelley:
and Direcior for Research,
Development. Acquisitivn, and
Procurement Issues Paul F. Math.

... production of the U.S./German Rolling
Airframe Missile was terminated as a result of a
joint NSIAD/German Court of Audit review of

the program, resulting in financial benefits for

the United States of about $88 million during
fiscal year 1990. In tiscal year 1991, benefits
will amount to about $70.5 million for the
United States and about $90 million for

Germany.

... NSIAD's examination of aid to Somalia led
the Congress and the administration to cut these
programs by about $65 million.

... responding in part to NSIAD's questioning
of the cost-effectiveness of developing the
Orbital Maneuvering Vehicle, NASA terminated
the program and avoided estimated future costs

of about $476 million. o

PEACE CORPS: Meeting the
Challenges of the 1990s

The Peace Corps enters its fourth
decade facing serious problems in
recruiting, assigning. and keeping
volunteers. (NSIAD-O0-122)

TRADE and HEALTH ISSUES:
Dichotomy Between U.S.
Tobacco Export Policy and
Antismoking Initiatives

While discouraging smoking in the
United States, the tederal government
promotes the sale of US. cigarettes
overseas. (NSIAD-90-190)

NATIONAIL COINAGE
PROPOSAILS: Limited Public
Demand for New Dollar
Coin or Elimination of

the Penny

While the United States could poten-
tially save about $318 million annual-
ly by replucing dollar bills with coins.

[a)
[ %]

widespread public acceptance is
unlikely. (GGD-90-76)

FUROPEAN COMMUNITY:
U.S. Financial Services’
Competitiveness under the
Single Market Program

An examination of the extent to
which LS. financial firms participate
in European Community markets and
the efforts of US. government agen-
cies to ensure full and fair access to
European markets. (NSIAD-90-99}

TRAINING STRATEGIES:
Preparing Noncollege Youth
for Employment in the U.S.
and Foreign Countries
Compared with England. Germany,
Japan, and Sweden, the United States
gives insufficient attention to employ-

ment preparation for noncollege
vouth. (HRD-90-88)




I
Program
Evaluation and
Methodology
Division

he Program Evaluaion and Methodology

Division (PEMD ¥ develops and applies

state-of-the-art evaluation methods and

gathers, synthesizes. and analyzes data
on federal programs, PEMD cvaluations cover
such diverse program areas as weapon systems,
environmental protection. transportation,
agriculture. health, income seeurity, education
and training, immigration, and urban
development. PEMDYs work is intended to
complement that of other GAO divisions and to
advance program evaluation in both the public
and private sectars,

In fiscal year 1990. ..
... the cancellation of the Bigeye bomb
weapon system, under a bhilateral accord
hetween the United States and the Soviet
Union, culminated over 4 years of PEMD
evaluations and reports on the program. The
termination of this highly problematic weapon
system will result in financial benefits for the
United States of about $560 million.

.., the Office of Personnel Management and
the Merit Systems Protection Board
implemented PEMD recommendations for
evaluating the quality of the federal work force.

... the Department of Agriculture began o
target its outreach efforts under the Food Stamp
program toward specitic populations of eligible
household participants. PEMD had
recommended this action, based on an
evaluation finding that the Department was
using a “blanket” approach to outreach—a key
reason that only about 50 percent of eligible
households were participating in the Food
Stamp program.

FOREIGN AID: Efforts to
Improve the Judicial System
in Fl Salvador

Despite some positive effects from
LS. aid to the Salvadoran judicial sys-
tem, the system still does not routine-
ly deliver fair and impartial justice to
Salvadorans. (NSIAD-90-81)

FAA PROCUREMENT: Major
Data-Processing Contract
Should Not Be Awarded

FAA's proposal for a $1.5 billion com-
puter resources project was not prop-
erly planned and has major unre-
solved problems. (IMTEC-90-38)

Testimonies

CONGRESSIONAL OVERSIGHT:
Assistant Comptroller General
Richard L. Fogel on ways in which
congressional oversight of federaf
agencies and programs can be
enhanced. (T-GGD-90-40)

BATTLESHIP EXPLOSION:
Assistant Comptroller General

Frank C.Conahan on issues arising from

the April 1689 explosion aboard the
C.SS. lowa, (T-NSIAD-90-40)

WEAPONS SYSTEMS:

Assistant Comptroller General

Frank C. Conahan on the problems
stemnming from concurrency—ithe
overlap between the development
and production phases—in the aequi-
sition process, (T-NSIAD-90-43)

SOCIAL SECURITY: Dircctor
of Income Security [ssues

Joseph F. Delfico on the accuracy of
the information provided to the pub-
lic over the Social Security
Administrations’s 800 service line.
CT-HRD-90-30)

RADON TESTING: Director for
Environmental Protection Issues
Richard L. Hembra on improvements
needed in EPAs testing program for
companies that measure radon,
(T-RCED-90-54 and T-RCED-90-81)




(Left to right): Director for PEMD
Planning and Reporting

Curl E. Wisler, Assisiant
Comptroller General for Program
Evatuation and Methodology
Eleanor Chelimsky, and Director
Sor Program Fvaluation in
Hivman Service Areds

Lois-Ellen Dattg.

_.. PEMD findings on the number of losses that
could be expected among low-income housing
units cue to the process of morigage
prepayment under the Housing Act prompted
legislation 1o provide incentives for owners of
these units to stay in the program.

of 1990. o

... PEMD findings and recommendations
concerning the public health risks of certain
medical devices became the bases for many
provisions of the Safe Medical Devices Act

RESOLUTION TRUST
CORPORATION: Director of Federal
Manzgement Issues ], William Gadshy
on the clements that must be in place
before R1TC begins its asset marketing
and sales efforts, (T-GGD-90-38)

FEDERAL FIRE MANAGFMENT:
Director of Natura] Resources
Management Issues James Dutfus 11
on changes in the Federal govern:
ment's fire management program
resufting from the 1988 tires in
Yellowstone National Pack.
(T-RCED-D0-84)

TECHNOLOGY TRANSFER: Dircctor
for Planning und Reporting, Program
Evaluation and Methadology
Division, Carl E, Wisler, on GAO's
preliminary assessment of the imple-
mentation of the Technology Transfer
Act (T-PEMD-90-4)

JUNE 1990

81 Reports to Congress
4 Testimonies

DRUG-EXPOSED BABIES: A
Generation at Risk

Drug-expused babies generate enor-
mous future financial and social costs
for taxpayers, vet less than one per-
cent of the federal drug war budget is
targeted @ women's substance abuse
and treatment efforts. (HRD-90-138)

TELECOMMUNICATIONS:
Follow-up National Survey
of Cable Television Rates
and Services

Since deregulation of rates in 1986,
there has been a 29 percent increase
in cable subscribers’ average monthly
bills {or basic services. (RCED-90-199)

PROMISING PRACTICE:
Private Programs
Guaranteeing Student Aid
for Higher Education




Resources, Community,
and Econoniic
Development Division

OVErNMent progrims mvolving

energy. food snd agriculture,

wransportition. environmental

protection, housing and community
development. and natural resourees are
reviewed by the Resources, Community, and
Economic Development Division (RCED). The
Division assists the Congress in its oversight of
the Departments of Agriculture, Commerce.
Energy, Housing and Urban Development, the
Interior, and Transportation, as well as the
Environmental Protection Agency (EPA), the
National Science Foundation, the Federal
Emergency Management Agency, the Small
Business Administration, and the Nuclear
Regulatory Commission.

... the Department of Transportation, acting on
a long-standing RCED recommendation, issued
a comprehensive National Transportation
Policy. In addition, the Federal Aviation
Administration followed RCED
recommendations to improve security measures
at high-risk foreign airports and to ensure the
airworthiness of aging aircraft. Also in response
1o an RCED recommendation, the National

Highway Traffic Safety Administration began
requiring that light trucks and vans be equipped
with passive restraints—a ruling that is expected
to save some 2,000 lives each year.

... RCED advised the Congress and the
Department of Energy on the need for a
national energy strategy, focusing on such
issues as the Strategic Petroleum Reserve,
demand restraints on oil, transportation
efficiency, and the environmental effects of
energy consumption. In addition, RCED’s
examination of the Exxon Valdez disaster and
other oil spills contributed to legislation
requiring il spill contingency plans,

... Avariety of RCED studies documented the
extent of the nation’s unmet environmental
needs. RCED reported, for example, that EPA
was not effectively monitoring the lawn
pesticide industry. RCED also reported that
many water systems around the nation were
violating federal drinking water standards, and
that EPA enforcement was often ineffective.

Severd| guaranteed aid programs for
disadvantaged students have shown
promise, particularly “sponsorship”
programs that include eatly interven-
tion, personal mentoring, and inten-
sive academic help in addition w
financial assistance. (PEMID-90-160)

RENTAL HOUSING:
Inefficiencies from
Combining Moderate
Rehabilitation and Tax

Credit Subsidies

Developers of low-income rental
housing projects can use government
subsidies to realize cash proceeds far
in excess of their costs.
(RCED-90-168)

Testimonies

NATIONAL INSTITUTES OF
HEALTH: Associate Director for
National and Public Health Issues
Mark V. Nadel on problems sur-
rounding the implementation of NIH's
policy to encourage the inclusion

of women in study populations
CT-HRD-90-38)

NUCLEAR WEAPONS COMPLEX:
Director of Energy Issues

Victor 8. Rezendes on correcting envi-
ronmental problems facing the nucle-
ar weapons complex.

(T-RCED-90-85)

PENSIONS: Director of [ncome
Security Issues Joseph F. Delfico on
the federal government's oversight of
pension and welfare funds.
(T-HRD-90-37)

AIRCRAFT PRODUCTION:

Director of Air Force Issues

Nancy R. Kingsbury on the status of
the Air Force's C-17 aircraft program.
(T-NSIAD-9{-48)

ENDANGERED SPECIES: Director
of Natural Resources Management
Issues James Duffus 1T on issues
involving the Mt. Graham red squirrel
and the construction of a University
of Arizona astrophysical facility,
(T-RCED-90-92)




... RCED helped the Congress as it considered
the 1990 farm bill, identifying potential
improvements in virtually all aspects of
American agriculture policy and ways of
reducing the Department of Agriculture budget.

federal lands.

.. . the Congress studied legislation based on
RCED proposals to ensure the government a
fair return on the sale or use of minerals,
renewable resources such as timber and grazing
rights, and other natural resource assets on

JULY 1990

80 Repurts to Congress
24 Testimonies

STRATEGIC DEFENSE
SYSTEM: Stable Design and
Adequate Testing Must
Precede Decision to Deploy

Because of recent design changes
and insufficient evaluation plans, a

1993 decision to deploy the Strategic
Defense System would be risky and
premature. (IMTEC-90-01)

HOME VISITING: A
Promising Early
Intervention Strategy for
At-Risk Families
Home-visiting services for high-risk
pregnant women and high-risk
infants should be incorporated into

federally funded health care or social
support services. (HRD-90-83)

26

SPACE TRANSPORTATION:
NASA Has No Firm Need for
Increasingly Costly Orbital
Maneuvering Vehicle

A firm requirement for the multipur-
pose space tug, whose capabilities
have already been reduced in the
face of soaring costs. does not exist.
INSIAD-90-192)

EMPLOYEE BENEFITS:
Extent of Multi-employer
Plan Retiree Health
Coverage

While just over six percent of all
retirees in company-sponsored health
plans are covered by multi-employer
plans, these plans are an important
source of coverage in certain
industrics—most notably construc-
tion—where few individual firms
have retiree healih benefits.
(HRD-50-132)

FINANCIAL AUDIT: Federal
Savings and Loan Insurance
Corporation’s 1989 and
1988 Financial Statements

If the economy suffers a downtum
and interest rates rise, the wtal funds

{




... RCED’s findings that rental housing
developers could realize excess profits led the
Congress and the Depanment of Housing and
Urhan Development to revise portions of the
low-income rental subsidy program. G

needed to pay off existing obligations
and resolve S&L problems could
reich 5300 billion. (AFMD-O0-793

ELECTRONIC WARFARE:
Need to Strengthen Controls
over Air Force Jammer
Programs

Severul Air Force electronic warfare
jamming devices do not work
because they were not adequately
tested before procurement and
deplovment. (NSIAD-90-168)

Testimonies

DEPARTMENT OF DEFENSE:
Comptroller General

Charles A.Bowsher on the need to
correct longstanding defense manage-
ment problems. (T-NSIAD-90-57)

GOVERNMENT-SPONSORED
ENTERPRISES: Assistant Comptroller
General Richard L. Fogel on the need
for greater oversight and tighter capi-
tal standards for these congressionally
chartered private corporations, which

include Fannie Mae, Freddie Mac,
and Sallie Mae. (T-GGD-90-59)

GOVERNMENT PRINTING OFFICE:
Director of Federal Management
Issues ). William Gadsby on the rea-
sons GPO contributes to inefticiency
and cost ineffectiveness in federal
printing. (T-GGD-9Y0-57)
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Assistant Compirofler General for
Resources, Community, and
Economic Development Programs
I Dexter Peach (seated, right)
with (seated, left to right )
Director for Transportation ssues
Kenneth M. Mead and Director
Sfor Natural Resources Issues
James Duffus i, (Standing, lefi
{o rightj: Divector for KCED
Planning and Reporting

Keith O. Fuftz, Divector for
Housing and Community
Development Issues fjobn M. Ols Jr.,
and Associate Director for

Transportation Issues fobn W Hill jr..

(Far page, left to right ). Direcior
and Associate Director for Energy
Issues Victor S, Rezendes and
Judy England-joseph, Associate
Director and Divector for
Environmental Protection Issues
Peter Guerrero and

Richard L. Hembra, and
Associate Direclor and Director

for Food and Agriculture fssues

Flora Mians and fobn W. Harman.

AUGUST 1990

80 Reports to Congress
12 Testimonies

FARMERS HOME ADMINIS-
TRATION: Changes Needed
in Loan Servicing under the
Agricultural Credit Act
Measures need o be taken to ensure
that bad-faith borrowers do not bene-

fit trom the debt relief provisions of
the act. (RCED-90-169)




NAVY SHIP DEFENSE:
Concerns About the Strategy
for Procuring the Rolling
Airframe Missile

Inajoint review, GAO and the
German Federal Court of Audit con-
clude that it is premature 1o proceed
with tull-scale production of the
Germun-American ship defense
program. (NSIAD-90-208)

Regional and
Overseas Offices

Imost one-hall of GAOY's evaluators,
auditors, und teehnical specialists
work inits 14 regional and 2 overseas
offices. The field structure provides
GAO with broad geographic coverage and the
kind of locally based knowledge and expertise
that wllows tor more etfective data gathering
and in-depth examinations of national and
international issues. The field staff directly
support the headquarters lssue Area Directors
in performing audits and evaluations, preparing
repotts, and presenting testimony before

the Congress.

In fiscal year 1990 . ..
... the San Francisco, Seattle, Atlanta, and New
York Regional Offices studied the effectiveness
of federal, state, and Jocal government
emergency disaster assistance. San Francisco
staff studied responses to the Loma Prieta
arthquake, Seattle staff reviewed the Exxon
Valdez oil spill, and Atlanta and New York staff
examined the aftermath of Hurricane Hugo.

. staff from nearly all of GAO's tield offices
worked with headquarters in reviewing
Department of Defense (DOD) programs,

auditing DOD's finances, and evaluating DOD's
automated information systems. For example,
10 regional offices and the 2 overseas offices
provided staff to conduct fieldwork for the first
financial audit of the Air Force. Los Angeles
and Cincinnati regional staff examined
prohlems relating to the B-2 bomber and the
C- 17 transport plane. Staff from the Boston and
Norfolk Regional Offices visited Navy shipyards
and defense contractors in their areas,
reviewing cost and schedule problems related
to such major weapon systems as the SSN-21
Seawolf submarine and the DDG-51 Aegis
destroyer. The Kansas City Regional Office
documented the difficulties of maintaining the
Apache helicopter. Staff from Chicago, Detroit,
and Philadelphia looked into the Army’s
procurement of supplies, such as chemical
protective suits, ammunition, and spare parts.

... staff from the European Office (located in
Frankfurt) and the Far East Office (located in
Honoluln) reviewed the overseas operations of
the Peace Corps. compared the health care
practices and job training programs of other
nations with those of the United States, and

AIRLINE COMPETITION:
Industry Operating and
Marketing Practices Limit
Market Entry

The goal of the Atrline Deregulation
Act—to increase competition—has
been hindered by industry practices
that raise harciers to ket entry.
(RCED-910-147)

MANAGEMENT OF VA:
Implementing Strategic
Management Process Would
Improve Service 1o Veterans
GAO's management review of VA
offers i seeretarial-level strategic man-
agement process that could be adapt-

ed to the depurtment.
(HRD-D0O-104)

COMPUTER PRIVACY: How
the Government Obtains,
Verifies, Uses, and Protects
Personal Data

An overview of personal information
prictices on the part of 178 federal
agencies operating about 2,000 pre-
dominantly compurerized personal
information systems.
UMTEC-H0-70BR)




Tostirioatios

FINANCIAL IRREGUILARITIES:
Compteolior Gererad!

Chirles A Bowsher or the eed Do
improved auditing of compa aes <l
ject to the Secusitics and B ang
ACL CT-ARMDY 90275

FINANCIAL MANAGEMENT: Special
Assistant (o the Comptroiter General
Milton [ Sacolar on the government s
uwse of expired and lapsed appropria-
tion accounts. CT-AFMD-90- i

BONDS T MEXICO: §ccmor o

e aoo e el
ENTE e el
Mra e sy e
AT S sodd Ton s
Mexie et sing s commmier sl
anh Ll TSI A

MASS TRANSPORTATION: Assooite

Prirecter o frmsportation [ssues

John WL Iroon [ rbun s

Transportcon Admmistration over
sight of abows sa3billion in grants o
licad ransitthoritios, C1-RCED-Yt-
2 ard T RCED2 103)

Atlania Regional Qffice staff conduct field reviews of NASA
vperdtions al the Kennedy Space Center. {Clockwise from upper left):
Akeem Abdul Rashid, Leo B. Sullivan Jr, Joanna M. Stamatiades,
and Thomas L. Gurdon underneath the Orbiter Discovery in the

processing facitity where ihermal protection tles dare attached, in the

Vehicle Assembly Buitding with solid rocket booster nose cones, and
next (o the Crawler-Transporter Vebicle at the launch pad for ihe

Shuttle Columbia.

INTERNAL REVENUE SERVICE:
Associate Director for Tux Policy and
Administration Tssues Paul L. Pasner
on the failure of TRS o collect billions
of dollars in delinguent taxes—ahout
SO0 billion in 1989 (T-GGD-90-60)

DRINKING WATER: Director of
Environmental Protection Issues
Richard L. Hembra gn tailure by the
states 1o comply with EPA quality
standurds for drinking water.
(T-RCED-90-97)
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118 Keports to Congress
20 Testimonies

BANK INSURANCE FUND:
Additional Reserves and
Reforms Needed to
Strengthen the Fund

The insurance fund may not be suffi-
ciently capitalized to deal with poten-

tial bank failures in the event of 2
recession, (AFMD-90-100)



exatined DO and Stane Lepanie e

responses T the changes 1 bt Westreloons,

Cregional offices witngor Ierna, Revenue

Uhe Al
Offices examined nudiear weapons plants in

jenverand Seatle Regional

their areis, foctsing on wiste manigenient and

service LIRS faeilities located nearby—sich as

Boston. Chicago. Cincinmi, Kansas City, New
York, and San Francisco—identilied mubi-
million dollar problems in 1he nanagement of

IRS resources. services, and tax collection.

Nuel production practices.

. fieldwork by the Atanta, Chicago. Kansas
City, and Dallas Regional Offices on agriculture
policy—especially Departiment of Agriculture
food assistance dand crop subsidy programs—

RURAL DRUG ABUSE:
Prevalence, Relation to
Crime, and Programs

Rural communities face serious drug
abuse problems and are ill-cquipped
to address them effectively
(PEMD-O0-24)

THE BUDGET DEFICIT:
Outlook, Implications,
and Choices

The tederal hudget defictt is out of
control, .nd hodes il tor future
investment and eeonomic growth
GAQ presents options for policy
nakers © consider in order 1o reverse
the trend toward ever-higher deticits.
(OCGHN-)

Tostimonios

RESOLUTION TRUST
CORPORATION: Compuroller
Generd) Charles A. Bowsher on RTCs
additional funding needs for the S&L
crisis and on the importance of eftec-
tive RTC controls over the contractors

30

who manage the assets of failed
thrifis. CT-AFMD-90-32 and
T-GGD-O1-33)

FEDERAL COMPUTER
PROCUREMENTS: Special

Assistunt 1o the Compiroller General
Milion 1. Socolar on problems related
1o the wcquisition of computer hard-
ware and software by federal agen-
cles, C-IMTECH0-12)

LONG-TERM CARE INSURANCE:
Assistant Comptroller General
Lawrence . Thompson on the need
10 closely serutinize proposals to link

privite long-lernt cue insurance and
Medicdid. (T-HRD-I0-53)

DEPOSIT INSURANCE: Assistant
Comprroller General Richard L. Fogel
on the actions needed 1o better align
the deposit insurance systems and
finencial regulation with the realities
of 1oday's markets. (T-GGD-90-46)

NATIONAL ENERGY POLICY:
Director of Energy Issues

Victor 8. Rezendes on the long-term
iniplicutions of receat oil supply dis-
ruptions, (T-RCED-90-105)



comiriliter 1o GADYs input to deliberations on

the 190 il

. the Deaver, Deroit. New York, and Los
Angele s Regionad Offices reviewed various
aspects of the nation’s housing. Staff from
Denves ane Detroit examined low-income
housiry issues: stfl from New York directed
GAO's reviews of programs involving the

INFORMATION RESOURCES:
Dircaor of Resources, Community,
and Economic Development [nfor-
nuation systems JavEie 7. Hecker on
the cost growth, schedule delays, and
unmet user needs refated o wo
major computer systems at the
Agricultaral Stahilization and
Consenvation Service.
(T-IMTEC-90-13)

CAMBODIA: Director of Foreign
Economic Assistance Issues

Harold ]. Johnson on U.S. nonlethal
assistance 1o the Noncommurnist
Cambaodian Resistance and the status

homeless; and the Los Angeles staff studied the

activities of the Federal Housing Administration.

of the Cambuodian seat at the United
Nations. (T-NSIAD-90-63)

HARD ROCK MINING: Director of
Natural Resources Management Issues
James Duffus 111 on changes needed
in the Mining Law of 1872 to encour-
dge timely mineral development
while keeping lands under federal
ownetship. (T-RCED-Y0-100)

... congressional hearings were held in New
York, Pennsylvania, and Texas on the field
operations of the 1990 census, making use of
observations by GAO staff from the New York,
Philadelphia, Kansas City, and Dallas

Regional Offices. O

To request copies gf these reports
and testimonies, please see the
instructions on the last page

of this report.
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San Francisco Regional Office
staff reviewed and reporied on
the activities of federal, state,
and local governimeni agencles
responding to the October 1959
edrthguake. (Far page): Key
San Francisco staff who worked
on these assignments included
(iefi to right) Judy K. Hoouler,
Larry J. Calboun, Karen S
Zuckersiein, Regional Manager
Thomas P. McCormick, and
Belinda F. fones.




WE THINK EVERY MAJOR

FEDERAL AGENCY SHOULD

PRODUCE A SET OF AUDITED

FINANCIAL STATEMENTS FACII

YEAR. THE REASON IS SIMPLE:

RELIABLE FINANCIAL SYSTEMS

AND THE DATA THEY

PRODUCE ARE ESSENTIAL TO

RESPONSIBLE MANAGEMENT,
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Results from

Financial Integrity
Reviews

Internal Controls

GAO maintains a system of internal controls over its operations. The system is designed to provide
reasonable assurance, at an appropriate cost, that GAQ's assets are protected, that transactions are
properly executed and recorded, and that operations are conducted in accordance with established
policies and procedures,

GAO is firmly committed to the spirit and intent of the Federal Managers' Financial Integrity ACT
(FMFIA) of 1982, GAO has instituted a series of steps to ensure compliance with the act's objectives.
Those steps include

e atop level internal control advisory committee to provide policy oversight, review work in progress,
and provide guidance in meeting the FMFIA objectives,

e 2 management control plan to guide GAO's FMFIA efforts and ensure that internal controls
throughout the organization are evaluated,

o a requirement that all GAO units test selected internal controls as part of their annual FMFIA self-
assessments, and

o o quality review system which evaluates adherence to GAO's auditing and reporting standards,
policies, and procedures.

Tests of agency-wide internal controls are conducted over a 5-year cycle. Three years have been
completed. Work to date has resulted in strengthened internal controls and operational improvements in
several areas. These tests and the other steps we have described above, give us no reason to believe
that GAO's internal controls do not fully comply with the internal control objectives of FMFIA,

Other Steps

Ap internal review of GAO’s accounting system found that GAQ's accounting system conforms in all
material aspects with the principles, standards, and related requirements contained in Title 2 of GAO’s
Policy and Procedures Manual for Guidance of Federal Agencies. However, certain areas in the system
needing improvement were identified during the review. GAO has an effort underway to bring about
those improvements.

As an integral part of their audit of GAO's Financial statements, Price Waterhouse issued separate reports
on GAQ's internal control structure and compliance with laws and regulations Those reports, which
describe the scope of their reviews and testing and the results thereof, are on pages 45 and 46.

Concluston

As a result of steps taken by GAO to insure compliance with the objectives of the FMFIA, the internal
review of GAO's accounting system and the work of Price Waterhouse, [ am satisfied that GAO has an
cffective system of internal controls over its operations.

“

.

Assistant Comptroller General
for Operations
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Finao ol Intormation

This secnon ot the il Keportincludes commentary on GAO's financial resources and expenses.
GAOYS | fiscal years 1990 and 1989 are also included, together with the opinion of

s, Price Waterhouse, who audited the statements.

Hements

Financi The accompanying linancial statements sumimnarize the financial position of GAQO, disclose the cost of
pamy g p

Resources and operations during fiscal vears 1990 and 1989, and present all significant sources and uses of resources

Operating during the 2 fisedl ver

Expenses o ._‘_J,c Cost ;.:_#_m_::n A,,:ﬁ ) during fisc: g..,,.,dﬁm 6@0 and 1989 w_Ec:Eni to about $363 .::.Ec:
and 339 million. respectively. Over 99 percent of its operations were financed through appropriations
from the Congress. The remainder came from reimbursements from other government agencies. The
pereentage of operating expenses financed by appropriations has been about the same over the
last five v

During tiscal year 1990, expenses for salaries and related costs totaled $273 million and
constituted ubout 75 percent of GAO's total operating expenses. This supported a staffing level of
5.070 full-time equivalent staff-vears, most of which were employed in carrying out GAO's audlit and
evaluition activities, This staffing level has remained relatively constant during the past decade.

[
e
»

0 w0 A0 90 106
GAO’s Operating
Expenses slaie

and
Benefits

Rent,
Communications
and

Utilities

Travel

Automatic
Data
Processing

Other




Report of
Independent
Accountants
on Financial
Statements

T U
Comptroller General of the United States

We have audited the accompanying statements of financizl position of the General Accounting Office, an
agency of the Jegislative branch of the government of the United States of America, as of September 30,
1990 and 1989 and the related statements of operations and financing sources and of changes in
financial position for the years then ended. These financial statements are the responsibility of the
General Accounting Office’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards and the
Government Auditing Standards issucd by the Comptroller General. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. Also. in accordance with those standards and as an integral part of our
examination, we issued separate reports that describe the scope of our review and findings related to
internal accounting controls and compliance with laws and regulations. An audit includes examining on
4 test hasis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements audited by us present fairly, in all material respects, the
financial position of the General Accounting Office at September 30, 1990 and 1989 and the results of
operations and the changes in its financial position for the years then ended in conformity with generally
aceepted accounting principles.

Washington, D.C.
December 14, 1990
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Frvine ol St ments

U.S. General Accounting Office
Statement of Financial Position
as of September 30, 1990 and 1989

Diotterrs i (hoisentds ]-_;9() " 1959
Assets
Funcs with US Treasun § 47811 $ 46,769
Future appropriations due 24,604 24,201
raved and other advances 1.027 1,144
Accounts receivible 4,037 2406
supplies inventory 309 465

Building and kand., net of $1,253

and 8626 accumulated depreciation.

respectively 15.602 16,229
Improvements to the building, net

of $2,178 and $337 accumulated

depreciation, respectively 5,128 2,108
Furniture and cquipment, net

of $9.717 and $8,111 accunmulated

depreciation, respectively 10,161 8,298
Total Asscts CoS10893%  $101,680
Y
Liabilities

Salaries and benefits S 16,495 § 15575

Employee travel 2,029 1.882

Accounts payable 11,414 8439

Other liabilities 0,571 4,186

Accrued annual leave 23324 22,979
Total Lisbilies o sse8B $ 53061
Net Assets $ 49,106 $ 48,619

The accompanying notes are an integral part of the financial statements.
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U.S. General Accountlng Ofﬁce
Statement of Operations and Financing Sources
for F1scal Years Ended September 30, 1990 and 1989

[)()l[(m md 7mmana’s 1990 1959
Operating Expenses
Salaries and benefits §273,291 §258,241
External training 2132 1,586
Travel 17,900 17,377
Rent, communications and vtilities 21,290 21,401
Computer and other ADP services 13,309 12,730
Other contract services 20,245 15,361
supplies and materials 4,044 4,825
Printing and document copying’ 3,085 2,833
Depreciation 5,036 3719
Other 760 1,388
Total Operan;g E;petges o s36sd52 - $339R1
Financing Sources
Appropriations expended $302.887 $330,743
Funds to be provided by future
appropriations 403 1,205
Rents, reimbursable audits and other
reimbursable services 10,084 10,129
Less amounts remittable
to U.S. Treasury {8.582) (8,676)
Total Financing Sources ~ §365452  $339461

The accompanying notes are an integral part of the financial statements.
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U.S. General Accounting Office
Statement of Changes in Financial Position
as of September 30, 1990 and 1989

Dollars in Thousands 1990 1989
Sources of Funds
Appropriations and other financing sources $365,452 $339,401
Increase in receivables, advances, and
future appropriations due (1.977) (1,498}
(Increase)/decrease in supplies inventory (44) 20
Increase in liabilities 6,772 2,190
Total Sources of Funds - $370,203 $340,173
Funds Used in Operations
Operating expenses $303,452 $339,461
Less expenses not requiring funds:
Depreciation and amortization (5.630) (3.719)
Loss on disposal of furniture and equipment (51) (380)
Total Funds Used in Operations $359,765 $335,362
Other (Sources) and Uses of Funds
Increase in net assets $ (487 $ (26,174)
Transfer of building and land 0 16,855
Acquisition of furniture and equipment,
and building improvements $ 9883 4,585
Net Other (Soﬁrces) and Uses of Funds $ 939 $ (4,734)
Total Uses of Funds $369,161 $330,628
Beginning of year $ 46,769 $ 37224
End of year $ 47,811 § 46,769

The accompanying notes are an integral part of the financial statements.
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Note 2.
Summary of
Significant
Accounting
Policies

Notes 1o Financial
Statements

S
The accompanying financial statements present the financial activity of the United States General
Accounting Otfice (GAOY, an ageney of the legislative branch of the federal government. The activity
presented relates 1o the exceution of the GAO's congressionally approved budget. The budget consists
of un appropriation covering sularies and expenses, and, as of fiscal year 1996, a building expenditure
appropriation. The activity does not include the effects of centrally administered assets and liabilities
related 1o the federal government as a whole, such as borrowing, which miay in part be attributable

to AL,

SeSSSSeSSS—— o
A. Basis of Accounting

The Sttement of Financial Position, Statement of Operations and Financing Sources, and Staternent of
Changes in Finuncial Position are presented in accordance with generally accepted accounting principles
as prescribed in title 2 of GAQ's Poficy and Procedures Manual for Guidance of Federal Agencies. These
principles differ from budgetary reporting principles. The differences relate principally to the
capitalization and depreciation of buildings. improvements, furniture and equipment and the recognition
of other Tong-term assets and liahilities in the accompanying financial statements.  Also, for financial
starement purpeses, hudgetary appropriations are realized as o financing source as accrued expenses

are recognized.

B. Accounts Receivable
GAO's accounts receivable are due principally from federal government corporations and other federal
agencies for qudit and other reimbursable services.

C. Fixed Assels
The GAO's headquarters building in Washington, D.C. is depreciated over 23 years,

Furniture and equipment costing more than $3,000 are capitalized and depreciated. Bulk
purchases of lesser-value items that aggregate more than $100,000 are also capitalized. Depreciation is
calculated on a straightdine basis over the estimated vseful life of the property, which ranges from 5 to
20 years,

Improvements to the GAO headquarters building and other leased office space costing $3,000
or more are capitalized and amortized over 3 years.

D. Annual Sick, and Other Leave

Annual leave is acerued as it is earned, and the acerual is reduced as leave is taken. The accrued leave
liability is principally long-term in nature. Sick Jeave and other types of leave are expensed as leave

is taken,
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Appropriations

GAO operates in a fashion that does not require permanent capital, and its operations are not expected to

generate an operating surplus or deficit. The composition of net assets is as follows:

Dollars in Thousands

Building and land
Other capitalized assets

Unliquidated obligations

1996 1959

Total Net Assets

7 Cossez 1620
14980 9,983

18524 2407

$49,106 48619

The increase in other capitalized assets from fiscal yvear 1989 to 1990 of $4,997 000 resulted from purchases

of furniture, equipment and improvements less depreciation.

Unliquidated obligations are represented by purchase commitments, The decrease in unliquidated
obligations of $3.883.000 is explained in the following analysis of fiscal vear 1990 appropriations:

Dotlars tn Thousands

Unliquidated obligations
at beginning of fisca] year 1990

Appropriations for fiscal year
1990 ¢and $144 restoration from
Prior year appropriations)
Appropriations applied to:

Operations

Capital assets
Appropriations withdrawn to
Treasury (net)

Unliquidated obligations
at end of fiscal year 1990

$22.407
363.805
(§357.605)
__(2,662‘) (367,207)
(421
$ 18524

Unliquidated obligations at the end of fiscal vear 1990 of $18,524 consists of $12 433 from 1990 appropriations; $3.813 from

1989 appropriations; and $2.276 from all prior years.
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N O T E s T 0 T H F For Ny A N CT1 AL S T A TUDEMENXNTS

In addition to unliquidated obligations, GAO had available funds at Treasury at the end of the year to
cover possible unrecognized obligations reluting to appropriations in fiscal year 1990 of $221,000; in fiscal
year 1989 of $1,470,000; and in fiscal vear 1988 of $483,000. As a result of changes required by the
National Defense Authorization Act for fiscal year 1991, (Public Law 101-510, sec. 1405 (b)3), dated
November 3. 1990) amounts for merged accounts prior to fiscal year 1988 are cancelled as of

December 3, 1990.

The following schedule reconciles operating expenses, as included in the Statement of Operations and
Financing Sources, to budgetary expenditures. This reconciliation is presented to facilitate an
understanding of the relationship and differences between information presented in the financial
statements and budgetary information.

Reconciliation to Budgetary Accrued Expenditures
Dotlars in Thousands 1990 7089

Total operating expenses 4s included in
Statement of Operations and Financing
Sources S305.452 $330.401
Expenses financed by charges to agencics

and retained by the GAO (2,102 (1.453)

Increase in annual leave and retirement

benetit expenses recognized in financil

statements but not in budgetary expenditures (403) (1,265
Net effect of capitalizing assets in the

tinancial staterments which are recognized

as expenditures for budgetary purposes 4,380 408

Total Budgetary Accrued Expenditures $367,267 $337,211




Note 4.
Funds With
U.S. Treasury

Note 5.

Future
Appropriations
Due

Note 6.
Leases

Note 7.
Retirement
Benefits

GAO does not maintain cash in commercial bank accounts. Rather, its receipts and dishursements are
processed by the U.S. Treasury. The hulance of funds with the U.S. Treasury represents appropriated funds
that are available to pay current liabilities and finance authorized purchase commitments relative to goods
or services which have not been received,

The balance of future appropriations due represents the aggregate of amounts that will be included in
future years” appropriations to finance congressionally authorized long-term liabilities (annual leave and
retirement benefits for Comptrollers Generaly, which are financed (funds appropriated) in the year payment
is required.

A. Operating Leases

GAQ leases additional office space from the General Services Administration and the State Department and
has entered into various other operating leases for oftice communication and ADP equipment. These leases
are cancclabie without penalty. Lease costs for office space and equipment for fiscal years 1990 and 1989
amounted to approximately $15.100,000 and $15,500,000, respectively,

B. Capital Leases

GAO has entered into severai noncancelable capiral leases under which the ownership of the equipment
covered under the leases transfers to GAO when the leases expire. Lease payments of approximately
S5818,000 remained to be paid on these leases as of September 30, 1990. When GAO enters into these
leases, the value of the future lease payments is capitalized and recorded as an other liability.

Al permanent employees participate in the contributory Civil Service Retirement System (CSRS) or the
Federal Employees Retirement System (FERS) which became effective January 1, 1987 Temporary
employces and employees participating in FERS are covered under the Federal Insurance Contributions Act
(FICA). GAO makes matching contributions to the CSRS, FERS, and FICA and matches employee
contributions to the savings component of FERS up to 5 percent of hasic pay but has no liahility for future
payments to employees under these programs. GAO's costs associated with its employee retirement
programs during fiscal years 1990 and 1989 amounted to approximately $28.130,000 and $25,250.000.
respectively.

Comptrollers General and their surviving beneficiaries who qualify and so elect are paid
retirement benetits by GAO under a separate program. These benefits are funded from current year
appropriations. Since GAO s responsible for future payments under this program. the estimated present
value of future payments is included in future appropriations due and other liabilities. The estimated present
value of future payments was $1.340.000 as of September 30, 1990 and $1,222,000 as of September 30, 1989
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Note 8.
Contingent
Liabilities

Note 9.

Trust and

Other
Governmentwide
Functions

N O T F S T O T ok FiryxaNx il al S T ATEMENTS

GAO has certain claims and lawsuits pending against it. Where claims are expected to result in payments,
and the payment amounts can be reasonably estimated, appropriate provision has been included in the
accompanying financial statements. In the opinion of management and legal counsel, the resolution of
other claims and lawsuits will not materially affect the financial position or operations of GAO.

GAQ s responsible for conducting two trust functions for the federal government: (1) administering Davis-
Bacon Act receipts and payments and (2) administering assets of Americans who die abroad. GAQ is
accountable to the Congress and the public for the proper administration of the assets held in the trusts.
Trust assets under administration by GAO aggregated approximately $4,556.000 on September 30, 1990.
These assets are not the assets of GAO or the federal government and are held for distribution to
appropriate claimants. During fiscal year 1990 receipts and disbursements in these funds amounted to
$1,520,000 and $1,320,000, respectively. Since these trust assets and related liabilities are not assets and
liahilitics of GAQ, they are not included in the accompanying financial statements.

In addition to the trust activities, GAQ is also responsible for authorizing the payment of certain
adjudicated and administratively settled claims against the federal government from a special appropriation
maintained by the U.S. Treasury. During fiscal years 1990 and 1989, GAQO authorized approximately
§527,000,000 and $519.000,000 respectively, in claims for payment from this special appropriation.



Renort of Independent
Acooumtants on
Internad Controls

Compitol s Goness ol the [inted states:

We e dditee the nancid <saements of the General Accounting Office (GAO) as of and for the year
ended Seprembor 30 1990 s I e issued our report thereon dated December 14, 1990, We conducted
our audit in aceordanee withr generally aceepted auditing standards and the financial audit requirements

of Gueeriment Anditing Standeids issued by the Comptroller General of the United States. Those
stanclrels require that we plan and perform the audit to obtain reasonable assurance about whether the
financial staements are free of material misstatement. In planning and performing our audit of the financial
statements of the General Accounting Office for the year ended September 30, 1990, we considered

its internal control structure in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide assurance on the internal control structure,

GAQ management is responsible for establishing and maintaining an internal control structure,
It fulfilling this responsibility, estimates and judgments by management are required o assess the
expected benefits and refated costs of internal control structure, policies, and procedures. The objectives
ot an internal control structure ure 1o provide management with reasonable, but not ahsolute, assurance
that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are
executed in accordance with management’s authorization and recorded properly to permit the
preparation of financial statements in accordance with generally accepted accounting principles.

Because of inherent limitations in any internal control structure, errors or irregularities may
nevertheless oceur and not be detected. Also. projection of any evaluation of the structure to future
periods is subject to the risk that procedures may become inadequate because of changes in conditions
or that the effectiveness of the design and operation of policies and procedures may deteriorate.

For purpose of this report, we have classified the significant policies and procedures relative to
GAO's internal control structure of the following categories: Treasury and appropriations; revenues and
receivables; travel expenses; pavables and disbursements; payroll and emplovee advances; property and
inventory; Comptrollers General retirement plan; and trust functions.

For all categories lsted above, we obained an understanding of the design of relevant policies
and procedures which comprise the control structure, determined whether they have been placed in
operation, and wssessed control risk.

A material weakness is a reportable condition in which the design or operation of elements of the
internal control structure do not reduce to a relatively low level the risk that errors or irregularities, in
amounts that would be material in relation to the financial statements heing audited, may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions.
Qur consideration of the interna) control structure would not necessarily disclose all matters in the internal
contro! structure that would be material weaknesses as defined ahove. We noted no matters involving the
internal control structure and its operation that we consider to be a material weakness as defined.
However, we noted certain matters involving the internal control structure and its operation that we have
reported 1o management in a separate letter.

This report is intended for the information of GAQ's management. This is not intended to tmit
the distribution of this report, which is a matter of puhlic record.

Washington, D.C.
December 14, 1990



Report of Independent
Accountants on Compliance
with Laws and Regulations

Comptroller General of the United States

We have audited the financial statements of the General Accounting Office (GAOQ) as of and for the year
ended September 30, 1990, and have issued our report thereon dated December 14, 1990. We
conducted our audit in accordance with generally accepted auditing standards and Government Auditing
Standerds issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatenent,

Assuring compliance with laws and regulations applicable to the GAO is the responsibility of
GAO's management. As part of obtaining reasonable assurance about whether the financial statements
are free of material misstatement, we performed tests of GAO's compliance with provisions of applicable
faws and regulations noncompliznee with which could have a material effect on the financial statements
of the GAO. However, our objective was not to provide an opinion on overall compliance with
such provisions.

The results of our tests indicate that, with respect to the items tested, GAO complied, in all
material respects, with the provisions of the laws and regulations referred to in the preceding paragraph.
With respect to items not tested, nothing came to our attention that caused us to believe that GAO had
not comptied. in all material respects, with those provisions.

This report is intended for the information of GAO™s management. This is not intended to
limit distribution of this report, which is a matter of public record.

Weics lkaleolpents
Washington, D.C.
December 14, 1990
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Requests for the Comptroller General's 1990
Annual Report, or for any of the other GAO

documents mentioned in it, should be sent to:

11.S. General Accounting Office
Post Office Box 6015
Gaithershurg, Maryland 20877
Telephone 202-275-6241

The first copy of the Annual Report is free.
Subsequent copies are $1.25.
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