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B-133209

Mr. Philip W. Buchen
Counsel to ‘he President
The White Ho se

£

Dear Mr. Buchen:

At your request, we have reviewed the White House 0Dffice
accounts from Juiy 1, 1969, to August 9, 1974, the date the
current administration took office.

Our review showed tnere was a need to improve accounting
controls and procedures to help insure that receipts and dis-
bursements are properly handled and that effe~tive accotunting
control is maintained over all f nds, property, 2nd other as-
sets. Our review showed that: :

-~Many disbursements were not supported by the deocumen-
tation needed to show that the qouods ard services pro-
cured were properly authorized and received,

~~Funds totaling $33,656 vere transferred during fiscal
y=ar 1971, without legal authorization, from the Cen-
tral Intelligence Agency to the White House Office
for use in paying printing and mailing costs. The
President's Commission On CIA Activities Within The
United States also reporzed to the President on the

impropriety of the transactions.

~-Equipment was lost or missing indicating that property
accounting controls, including physical inventory pro-
cedures, needed improvement.

~~-Improvements were needed in controls and procedures
for preparing payrolls, keeping time and attendance
records, and accounting for employees' leave to pre-
vent erroneous salary payments,

==-The limitation of $10,000 for official reception
2nd repr.sentation expenses was exceeded by about
$200 in fiscal year 1971.

--Financial reports to the Office of Management and

Budget for fiscal vears 1970 through 1974 did not
properliy report reimbursements and other income.
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ienerally, when expenditures are improper or unsupported, .
the General Accounting Office has the authority to take formal
sxceptions to them. However, expenditures out of the Special
Projects fund and expenditures falling under Presidential cer-
tification are not subject to exception by this office. Also,
most of the disbursements which were not adeaguately documented
were for small purchases of j0oods or services that appeared to
be for normal administrative-tvpe operations. We believe _hat
no useful purpose would be s=2rved by taking formal exceptions
now based on our audit because of the resources required to
properly document the many small procu :ments years after they
took place. In discussiny the unsurported expenditure transac-
tions, the white House Administrative Officer said he was aware
of the fact that some transactions were not documented and that
completa docurmentation was now being reguired.

In discussing our findings with the White House Adminis-
trative Officer and his staff members, we were also told that
the White House Office is planning to redesign its accounting
system and to make more use of automatic data processing.
White House Office officials have asftired us that the finan-
cial management iaprovements suggested in this report will be
included in the revised accounting system and that the re-
vised accounting system design will be submitted to the Comp-
troller General for approvai.

In a proposed report sent to the White llouse Office
for comment, we suggested that the White House Administrative
Officer: .

--Require that appropriate documentation be submitted
before certifying vouchers for payment.

~-Require that periodic physical inventories of
property be taken.

--Provide written instructions to white House Office
personnel Keeping leave, time and attendance, and
retirement racords.

--Properly report reimbursements and other income to
the Cffice of Management and Budaet as reguired.

We did not suggest return of the funds transferred
by CIA because an amount of authorized funds, in excess
of the amount transferred, was not used by the Wwhite House
Office in 1971 and was later returrned to the Treasury.

In commenting o. our oroposed report (see app. I), you
concurred with our assessment that most of the deficiencies

2
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discussed would not have occurred if approved accounting
procedures had been followed. You stated that the following
corrective actions had been taken.

~—Procurement documents are being filed together and
uniform procedures are being established to reauire
proper documentation for certification of vouchers
for payment, such as authorization for purchase and
evidence of receipt of gqoods.

-~-Physical inventories are being made on a reqular basis
and property records are b2in3 uodated to show the re-
sults of these inventories. Improved procedures are
being implemented for property accountability.

—=-Payrol) procedures are being changed to establish
uniform practices for personnel keeping leave, time and
attendance reports, and retirement records.

--Reimbur sements are now bein3a reported to the Office of
Management and Budget as required.

--Automatic data processing systems are being studied
with a view toward improving the accounting system
and internal controls.

Some of the problems identified in our audit migjht have
been corrected sooner if the white Hcuse Office had an inter-
ral audit staff to rewview its operations on a reaular tasis.
We eare therefore recommending that an interual audit function
be established as one means of assuring mor: effective control
over and accountapility for all funds, property, and other
assets. We are also recommending that provision be made for
providing internal audit coverage of other agercies in the
Executive Office of the President and the Office of the Vice-
President.

In your comments on our proposed repcrt (see app. 1),
you stated that the feasibility of estatlishing an internal
audit staff will be studied further and nursued with other
agencies in the Executive Office of the President.

We are sending copies of this report to the Chairmwen
of the House and Senate Committees on Government Operations
and Appropriations, and to the Director, Office of Manage-
ment and Budget.
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We shall appreciate receivina your comrents on anv
additionzl actions taken or planned on the matters dig-
cussed in this report.

Sincerely vours,

/(’?.kd'/q,

&3 comptroller Gereral
of the United S-ates
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CHAPTER }

INTRODUCTION

We have audited the White House Office accounts in
response to a request from the Counsel to the President. We
evaluated the syst:m of controls over receipts and disburse-
merts for the operation of the White House Office from
June 30, 1969, through August 9, 1974, the cdate the current
administration took office.

The White House Office Salaries and Expense Appropria-
tion finances the operating sctaff and administrative support
services for the white ‘iouse Office; the Special Projects
Appropriation finances expenses necessary to provide staff
assistance for the President in connection with special proj-

ects. The appropriations for fiscal vears 1970 through 1374
are shown below.

Fiscal Salaries and Special
year expenses projects
1974 $11,260,000 $ 414,000
1973 9,767,000 1,500,000
1972 9,342,000 1,500,000
1971 8,899,000 1,500,000
1970 ' 3,940,000 2,500.000

Tne Ccmptroller General approved the accounting system
for the White House Office in October 1969. However, many
transactions were not processed through the system in accord-
ance with the GAO Policy and Procedures Manual for Guidance
of Federal Agencies. If the guidance manual had been fol-
lowed, most of the deficiancies discussed in this report
would not have occurred.

The White House Office is planning major revisions to
its accounting system, including extensive use of automatic
data processing. It plans to submit the revised accounting
System to us for approval.

SCOPE OF REVIEW

In making our review we examined:

--The system of accounting for r2ceipts ani disburse-
ments.,

--The controls over procurement »>f g00ds and services
and payroll operations.
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--The system for property accountability.

--Pertinent laws and the legislative histories relating
to White House Office -appropriations.

-iSelected transactions occurcing from July 1, 1969, to
August §, 1974.

Each White Hnuse Office appropriation act provides for
certain funds to be spent by the President solely on his
" certificate. Such amounts spent were not questioned for
sufficiency 2f documentation.
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CHAPTER 2

WHY IMPROVEMENTS ARE NEEDED

IN ACCOUNTING SYSTEM OPERATIONS

The accounting system and related controls over receipts
and disbursements the White House Office followed from July 1,
1969, to August 9, 1974, needed improvement to provide effec-
tive control over and accountability for all funds, property,
and other assets. Tie following sections describe the improve-
ments needed and the corrective actions taken or planred.

BASIC KRESPONGIBILITIES OF
CERTIFYING OFFICERS

The responsibilities for certifying officers are estab-
lished by law (31 U.S.C. 82¢c). Guidance for fulfilling these
responsibilities is orovided by titie 7 of the General Account-
ing Office Policy and Procedures Manuai for Guidance of Federal
Agencies. Although the certifying officer has responsibilicy
for determining the propriety of payments, his responsibility
ends with the proper certification of a voucher. However, if
the goods or services obtained are used for improper, unauthor-
ized, or illegal activities, the responsibility shifts from the
certifying ofticer to the ofricijal directly responsible for
those activities,

Our review was directed at evaluating the system ot con-
trols over receipts and disbursements which  the certifying
officers relied on in fulfilling their responsibilities for
determining that the procurement of goods or services were
legal, proper, and correct.

PROCUREMENT DOCUMENTATION
NEEDS TO BE IMPROVED

Numerous expenditures for procurement transactions were
made without nroperly documenting that the transactions were
proferly authorized and the goods and services were received.

Good accounting practice requires that, when an ajency
receives a bill, it matches the bill with the purchase order
or other authorizing document showing :hat the goods or
services were ordered by someone having authority to do so
and with a receiving report or other document showing that
the goods or services were received. Also, each bill or
invoice should be approved for payment vy the proper admin-
istrative official who is aware of the facts as required by
title 7, section 23.1 of the GAO Policy and Procedures Manual,.

LI
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| AT LELLALYMINU ULLICEL BO0ULIG TNEN autnorize a qalsbursement
from the Treasury. If the system of controls ovsr disburse-
ments does not function properly, there are no assurances
that goods or services were properly authorized or received,
possibly resulting in payment of improper or unauthorized ex-
penses. '

To test the effectiveness of the W-ite House Office SyS§~
tem of controls over disbursements, we reviewed all recorded
transactions, excluding payroll and Presidential travel, for
the first 3 months of fiscal year 1970 and the last 3 months
of fiscal year 1974.

In this category, 367 transactions involved expenditures
of about $416,000 for fiscal year 1970 and 254 transactions
involved expenditures of about $364,000 for fiscal year 1974.
Of the 367 transactions examinri in fiscal year 1970, 37 either
did not have a procurement authorization or 2vidence of receipt
and 31 had neither. Therefore, about 1S percent of the sample
transactions did not meet the I .sic documentation requirements
for certification. Of the 254 ° ansactions examined in fiscal
Year 1974, 114 either did not I_ve a procurement authorization
or evidence of receipt and 41 had ucither. Therefore, about .
61 percent of the sample transactions did not meet the basic
documentation requirements for certification.

Also, many transactions examined for fiscal years 1970
through 1974 were not adequately documented for procurement
authorization and receipt. For example:

~-Informal and incomplete memorandums were used for
processing procurement transactions rather than using
standard White House Office purchase ouders.

--Payments were made on the basis of veadors' invoices
initialed by various White House Office employees rather
than evidence of receipt signed by an appropriate White
House Office employee. )

--Many invoices had check marks and other indications of
some form of review, but the purpose of the markings
were not shown or fully explained by White House Office
personnel,

The following examples selected from the entire period
under audit show the lack of supporting documentation for
payments made. We believe that, in these and the other cases
identified, there was inadequate supporting documentation for
the certifying officer to assure himself that the transac-
tions were legal, proper, and correct.
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o TEwes mSweSiowas (eL170arted $347.47 for prenszal oot g
conference r:--, T Tllo ot yimanr ony Lhatvioe or
other supperz.-: docuro 2TT3ILLOn other than an incere
office memoraz M ostating, "Forward %> [stals A2mheor |
a check for z confarenca 90T N2 nad to rent 347,47,

~-A privata fir- was paid $3,734.62 for magaz:ine and
newspaper sucscriptions. The sSupport in the account-~
ing records f:r the Payment was the vaondor's invoicae
and delivery receipts.  Tnere ware no recor iz showing
who was authorized to rec2ive the mayazines and News-
papers.

--A reimburseme~t was mags of $2,739.11 for » Gianer
party. The a:zcounting racords did noat contain i copy
of the bill =<r any indization of 3 procurem-nt authori-
zation. Paytent was bysed unly on a nandwritton note.

==A staff member was reirozrrsed $71.65 ‘or tela2ohona

expenses. Tre files did Aot contain a copy f the bill
or the requi:red certificasa of the head of tra 1ency
{or his desiures) that lony-distance calls Were neces-—
sary in the ins=zrest of tno Sovernmant (31 2.s.C. 6803).
The only suvps-rs for tha paymen* WIS 37 dnteratffiga
memorandum thzt stated fseaft Temver o has iacureed the
attacned* telezhone charans In connestion witn work he
is porformina 371.65. - RO oat.achment in records

The reau emen: ¢5r Propar certificstion was noss mot ho-~
fore the ai- S8SemMeat 1n the ahove exTnples. Generally,
when disbur. .ents wara made wiLhout Troper dacumentation to
evidence tha‘ the trinsactions were }nq=], Lrepar, 214 cor-
rect, we haite tha AdLLITILY to make 2XCOrtions to s,0h DAY -
ments until such ti~= 33 the nrooar ')Ldmﬂntdtlo“ i obtained
and presented. idowo - roexpenditures out of rae sperial broj-
ects tund and expendi-ures faliing undor Presidential certitfy-
cation are not subject +o exception by this otffice. Also,
most of the expenditurs tranuactlund 2xamined, excluding pay-
roll and travel, wers - -r small puarchases of consumarnle 1toms
of the types that acqurnd to us <o b2 normal and necessary for
admninistrative Support 2f the white lisagse Office.  we boliove
no useful purpose woili pe servad oy takina formal o reptions
now vased on our audic secause of the f“SOUfC“H required to
properly document the Tany small orocu rerents - years atter they
took place,

We discussed the need to fallow prover certiticarion
procedures with Whits :ouse Offi1ce otticials who sai. tnoy
were aware of the tact thnat nany disbursements nad not been
pProperly documnented. Tney statei Shere nag Hren oa re'uctance
to require seniosr Whieo douse Utfice oifficials and toelr
staff{s to submit the fr3dlced docamene ition and Paymenats wore

H
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S but comnlete

made som2tirts on the nasis of sral direc ‘e
{ 2. 11.3;

i
B.oATenTatlon wad now 02iny reac:ired. Sae

&HPPJPEK IH\VSELR Or FUVD: FRU

During fiscal year 1971 the Central I~<elligence Agency
(CIA) reimbursed the ~hite House Office for printing and
mailing costs of replying to persons who wrote the President
atter the invasion of Cambodia in the spri=z of 1Y70. In
cJr opinion, the reitbursements were not oroper and the use
of CIA funds for such purooses was impropér. The reimburse-
m2nts, two separate gayments totaling $33,535,68, were
credited to the white House Offiza Salaries and Expense Ap-
propriation. The President's Cormission O~ CIA Activities
within Tne United States also cecorted on t-=2 impropriety of
the transactions and recommended *hat steps should be taken
t? insure agiinst repatition of such an in-:dent.

witnout 2xpress orovision of law, the =ransfer of funds
cetwaen appropriations is not authorized (zz2 31 U.S.C.
$6J38) (33 COMP. GEN. 216 (1953)). There is no clear statu-
tory autnority that tne white douse Jffice -nuld r2ly on for
ClAa relir-ursemant of tne printina and maili ~3 expenses,

Section 403f, title 50, United States Jode, as amended,
dous orovide the CIA and other Governmant 33eaci=s with broad
transfer auatnority.

“In tne operformance of its functions, =he Central
Iatellizenca Aqancy is authorized to-- 3) Transfer
to and receive from other Governis t 3at2ncies such

o f

S4T3 as may be acproved by tne Uftice - Managa-
Tent and Budiet, for the performance -7 any 2% tne
functions or activitieos autrndrized unair Sectinns
403 and 485 of tnis title, 224 any otr=r Govern-
T2t cqdency is authorized to transfer =5 or ro-
Jelve from the Azency such sivs withoos regard to
any Srovisions of law limiting or pron:-itinn

transfers netween aprropriatzions. Su~:z trans-

fercad to tne Agency in accordance wit- this para-

‘jragn may ne expended for tne onurposes =3nd under

the authority of section 4032-403j of --is title

Without reaard to limitations of approcriatinnsg

Lro~ wilch transiecrred; * = = -

A tniak §403f coulid not he relied upo-, however, as
1LTnority for the susiect reimpursament. -3 section livits
1utnority for toe transfer and en- receipt % CIA funds only
Eor tne partormance 4f any JIA fonctions or sctiviti?s auathor-
L2t undaer sectinns 4.3 (1ncludin: 4duda-4493- . and 4u5. None
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VI Laude dwlLiuvis appeat U aUTNOrize the transter and
rec2ipt ot JIA funds for fandiniy : Jorestic activity un-
related to che primary mandate of toreign intelligences gath-
ering, such as printing and mailiny letters by the Whita
House Dtlice to persons in the United States. A ClA official
concurred with our position. :

At the end cf fiscal year 1971 the white House Office re-
turnaed unused appropriated funds 5 the Treasury in excess of
the CIA reimbursemants. we are therefore not recommending
any actAon to adjust tne accountirz records of the agencies.

PdYSICAL INVENPORIhb O" PROPERTY

- ——— e s o - - e o S ot o o s

The white Housz Office property accounting system ac-
counted for =quipment wvalued at azout 3741,005 as of June 30,
1975. Required annual physical inventories had not heen
taken to insure that ecuipmrent was on hand and had been prop-
erly protected from theft or other losc.

The Federal Property and Admninistrative Services Act of
1949 requires each executive agencw to “"maintain adequate in-
ventory controls and azcountabilit : systems f2r the proverty
under its contrnl,” (43 U.S5.C. §43¢ (»)). Title 2 of tne
GAO Policy and Procedures Manual f3r Guidance of Federal Agen-
ci2s generally orovijes that propsrty ac counting for rederal
agencies must include z2ppropriate =rocadures for keepina
records of pnysical auantities of Sovernmant-owned property
and 1ts location; makiny independe-t checks on the accuracy
of the accointina records tnrouqh neriodic vhvsical count,
w2ight, or othar measurement; and <aking ohysical inventories
of fixed acsets at regular intervals.

C
n
m
[

Further, the ahit= House
guires that a physical inventory
annually and reconciled with the
and the general ledger control ac

2 accounting manual re-

capitalized 1teins ne taken
taiini inventory records
nt.

ol orn g

0O 0nc
[

_ Durxnj the period covered Dy dur review, none of tne
required inv2antories was taka t.rther, w2 ware unanl= to
determine wnen th: last gomplete i-ventory had been taxen.
w2 were tol3 that osne »f the probl:a=ms of maintaining current
s ilnventory records was causad By wWnite House Uffice statf mem-
22rs chanaina offices i3nd nroperty locations without thne
property records ozing updated.

As a result of our inquiries, wne white douse dffice,
1n fiarcn 1975, took an inventory o: typewriters. Property
r2cords at June 30, 1973, snowad trnat the tyoewriters on
nand were valued a3t anoat $280,U000. Th= inventory show-d
that 58 tyvewriters recordedi on pDrinecty cards at cost o
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appraised value ot about §$18,000, were either lost, missing,
or traded-in witn nc record b2ing made of tne trade-in.

In our discussion with White House Office officials, we
PO .ted out that periodic physical inventories would make it
easier to locate missing property.

NEED FOR IMPROVED CONTROLS

——— o > g 40 —— - v e e et

OVER_PAYROLL OPERATICNS

During fiscal year 1974 the White House Office paid
salaries of $9,299,000 to about 500 employees. Although
there were no major weaknesses in the payroll system, the
White House Office needed to improve (1) accounting ror an-
nual leave to prevent incorrect lump-sum payments, (2) the
accuracy of time and attendance records, and (3) contcols
over employee retirement records,

Need to_improve accounting for annual leave
to prevent inccrrect—Iump—sum payments

——— e ——

The White Hcuse Office needed to improve its practice
tor determining accumulated and unus~d annual leave balances.
Although accuracy is always important, it is particularly im-~
portant when employees leave Government service because such
employees are entitled to lump-sum payments for accrued an-
nual leave at the time of separation. Our review disclosed
a number of cases In which incorrect payments for accrued
annual leave had been made.

We reviewed the records of 127 employees who had sep-
arated during calendar year 1974 and found that 79 employees
had received lump-sum payments for unused annual leave. Our
analysis of the computation of the lump-sum payments snowed
that incorrect separation payments were made to nine employ~-
ees--five overpaid and tour underpaid. These incorrect pay-~
ments were caused by errors in computing leave balances and
using improper pay rates. Errors ranged from an underpayment
ot about 3175 to an overpayment of about $750.

We notified White House Office officials of the incor-
rect payuents and they sent collection letters to the five in-
daividuals who were overpaid 51,890.04. Subsequently, one
collection was made for $51.84; two waivers were requested
and granted for $555.90; and two waiver reguests involving
$1,278.30 were granted by GAO in accordance with the provi-
sions of the Federal Claims Collaction Act (5 U.S5.C. § 5584).
The White House Office has paid the four former employees
$236.24 for which they nad been underpiaid.

BEST QOCUMENT AVAI AR 1



Neea IOr greater accuracy 1n_keeblng
time and attendance records

Time and attendance reports, used for determining
employees' biweekly earnings and unused leave balances, weve
improperly prepared primarily because of a lack of adequate
instructions.

White House Office staff members earn and use compensa-
tory leave. However, this leave was not always recorded on
the time and attendance reports, although this is required
by the GAO Policy and Procedures Manual. 1n addition, we
noted that the approving official‘'s name on some time and
attendance reports had been signed by several .individuals.

The White House Administrative Officer agreed with our
findings and told us that he would provide timekeepers with
written instcuctions for preparing time and attendance re-
ports.

Need to improve controls over
employee retirement records and
reporting to the Civil Service Commission -

The White House Office was not reconciling its retire-
ment records or filing required retirement reports with the
Civil Service Commission.

The Commission requires that each Government agency file
a calendar year report, Annual Summary Retirement Fund Trans-
actions, no later than March 31 of the following year. The
report is the means by which the Commission's Civil Service
Retirement Trust Fund i: reconciled with agency reports for
these transactions. 1In aidition, the annual summary assures
that retirement deductions have been properly accounted for
Ly the agencies and entered on individual retirement records.

A representative of the Civil Service Commission said
that the last anrual summary received from the White House
Office was for the calendar year ended December 31, 1972.
We were told by several members of the White House Offic o
payroll staff that, because they had difficulties reconcil-
ing the retirement reports Zue after 1972, the reports had
not been filed.

After we brought the retirement record problems to their
attention, a representative of the Civil Service Commission
and the White House Ofrice payroll staff worked toguther and
reconciled the records.
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THE WHITE HOUSE OFFICE EXCEEDED
AN _APPROPRIATION LIMITATION

The White House Office, in addition to receiving its
regular salaries and expense appropriations, receives an
annual appropriation for special projects to be used for pur-
poses for which other appropriations are not normally avail-
able. The appropriation for fiscal year 1971 provided $1.5 mil-
lion for special projects and contained a limitation of $10,000
for official reception and representation expenses. The limit
was exceeded by about $200 in fiscal year 1971, contrary to
the provisions of the Anti-Deficiency Act (31 U.S.C. 665 (a)).

The Anti-Deficiency Act provides in part that:

“No officer or employee of the United States shall
make or authorize an expenditure from or create or
authorize an obligation under any appropriation or
fund in excess of the amount available therein

The language of the statute applies to a limitation
within an appropriation, as well s to an entire appropria-
tion and violations are to be re. rrted to the Congress. The
White House Office spent about $.00 in excess of the $10,000
limitation for official reception and representation expenses
in fiscal year .971. The amount, althouch very small, con-
stitutes a violation of the statute. The violation was
caused by White House Office employees exceeding administra-
tively established spending limitations. It was not re-~
ported to the Congress.

NEZD TO PROPERLY REPORT
REIMBURSEMENTS ANL OTHER INCOME

For fiscal years 1970 through 1974, the White House
Office did not properly report reimbursements and othar in-
come to the Office of Management and Budget (OMB) as required
by its Circular A-34.

OMB requires agencies to submit reports designed to show
the status of budgetary resources and financial data related
to budget execution.

The White House Office rep:rts and financial statements
submitted to OMB for fiscal years 1970 through 1974, for the
two appropriations audited, did not show all reimbursements
or other income as required by OMB. The reimbursements and
other income received were used to reduce expenditures re-
ported. Durirg the period covered by our audit, the White
House Office accounting records showed that reimbursements

10
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" and other income of aoout $1.2 millicn were reccived but not
properly reported to O3

CONCLUSIONS, RECOMMENDATIONS, AND
AGENCY COMMENTS

During the period July 1, 1969, to August 9, 1974, the
white House Office financial operation needed considerable
improvement to conform tc Government regulations and jood
accounting procedures. Notwithstanding the high pressure
environment which officials told us were behind many of the
problems noted, we relieve that the White House Office can
have a good accounting system and meet the prescribed re-
quirements.

Ofticials at the ahite House Office told us thezt they
had taken or were taking action to correct all the deficien-
cies noted.

In a proposed report sent to the white House Office f(
comment, we suggested that the White House Administrative
Officer:

—?Require that appropriate documentation be submitted to
, the certifying officer pbefcre certifying vouchers for
payment.

--Reguire that periodic physical inventories of property
be taken. ,

-=-Provide written instructions to white House ODffice
personnel keeping leave, time and attendance, and
retirement records.

--Properly repcrt reimbursements and other income to the
Office of Management and Budget as required,

In commenting on ocur proposed report (see app. 1), the
Counsel to the President concurred with our assessment that
mcst of the deficiencies discussed would not have occurred
if the approved accounting system procedures had been fol-
lowed., The letter stated that tne following corrective ac~-
tions had been taken by the current administration.

--Procurement documents are ceing filed toge:her and
uniform procedures are being established to reguire
proper documentation for certification of vouchers
for payment, such as autnorization for purchase and
evidence of receipt of goods.

REST DOCUMENT Avarni apy r
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--Physical inventories are being conducted on a regular
basis and property records are being updated to show
the results of these 'nventories, Improved procedures
are being implemented for proparty accountability.

--Payroll procedures are being changed to establish uni-
form practices for personnel keeping leave, time and
attendance reports, and retirement records.

-=-Reimbursements are now being reported to the Office
of Management and Budget as regvired.

--Automatic data processing systems are being studied
with a view toward improving the accounting system
and internal controls.

We also learned that the White House Office is planning
to redesign its accounting system which will provide for the
extensive use of automatic data processing. White Hcuse Of-
fice officials have assured us that the financial management
improvements suggested in this report will be incorporated
in the revised accounting system design.
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CHAPTER 3

NEED FOR INTERNAL AUDITING

The White House Office does not have an internal audit
staff.

The Congress recognized the role and usefulness of in-
ternal auditing when it passed the Budget and Accounting
Procedures Act of 1950 (31 U.S.C. §§ 65 et. seg.). This act
placed responsibility for instituting this element of inter-
nal control on top agency management by providing (31 U.S.C.
§ 66a) that:

“The head of each executive agency shall establich
and maintain systems of accounting and internal con-
trol designed to provide * * * effective control
over and accountability for all funds, property,

and other assets for which the agency is respon-
sible, including appropriate internal audit; * * *_»
(underlining suppiiled)

The overall objective of internal auditing is to assist
agency management in attaining its goals by furnishing infor-
mation, analyses, appraisals, and recommendations pertinent
to management's duties and objectives.

Management of an office, such as the White House Office,
can benefit from timely information on problems on which
remedial measures can oce taken before an organization's
function is impaired. This information, once it hos been
examined and appraised, often leads to opportunities for
achieving lower costs, increased efficiency, and faster ways
of doing things.

Internal auditing can be of special benefit to managing
of smaller organizations, such as the White House Office,
where the customary separation of duties among employees is
not always economical or practical. .

As stated previously, internal auditing is an essential
element of management control. In this report we have
‘pointed out a number of weaknesses in management control
over financial operations. Some of the basic responsibil-
ities of an internal auditor should include examining finan-
cial transactions, accounts, and reports and evaluating
agency compliance with applicable laws aand regulations. Had
the White House Office been subjected to periodic internal
audits, we believe that the deficiencies described in this
report could have been reported to management earlier and
management would have been afforded the opportunity to take
corrective action sooner.
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In addition to the White House Cffice, we noted that
other agencies in the Executive Office of the President-~
National Security Council, Council of Economic Advisers,
Domestic Council, and Office of Management and Budget--do
not have internal audit staffs. Also, the Office of the
Vice-President does not have an internal audit staff.

CONCLUSION

In our view, because the White Hquse Office does not
have an internal audit staff, it does not have an important
element of management control. This element of management
control is particularly important in an office, such as the
White House Office, that frequently employs many individ=-
uals who have not had prior experience with many complex
Government fiscal regquirements.

AGENCY COMMENTS

In his comments on our proposed report (see app. I),
the Counsel to the President stated that the feasibility of
establishing an internal audit staff would be studied fur-
ther and pursued with other agencies in the Executive Office
of the President.

RECOMMENDATICONS

We recommend that the Staff Secretary to the President
provide for an internal audit function at the White House
Office either by creating a small internal audit staff or by
obtaininy internal audit services from another agency, such
as the General Services Administration, which provides this
service on a reimbursable basis. We also recommend that in-
ternal audit coverage be provided for other agencies in the
Executive Office of the President and the Office of the Vice-
Presijent. '

BEST DOCUMENT AVAILABLF
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"APPENDIX I |  APPENDIX 1
THE WHiTE HOUSE -

WAS=INGTCAN

July 27, 1976

Dear Mr, Staats:

Thaanlk you for the opportunity to comment on the draft report of
the audit of the White House Office for the period July 1, 1969,
through August 9, 1974, the closing date of the previous adminis-
tration, The audit was directed at evaiuating the system of con-
trols over receipts and disbursements for the operation of the
Office.

As noted in your report, the accounting system for the White House
Office was approved by the Corm:ptroller General in 1969. We agree
with your assessmeut that most of the deficiencies discussed in the
report would not have occurred if the approcved procedures had been
followed. The audit points to the need Zor improvements in docu-
menting procurement actions, in property accounting and physical
inventory procedures, in the system of controls over receipts and
disbursements, and in reporting reimcursements. The report lists
examples to support these fincings and makes specific recommenda-
tions to improve operations, It also re.ommends that an internal
audit staff be established to insture effecdve control over and
accountability for all funds, prcperty azd other assets.

As the report states, a number of corrective actions have already
been taken, These include:

. Procurement documents are being filed together
and uniform procedures esmblished to show
authorization for purchase and receipt of goods.

. Physical inventories are being conducted on a
regular basis and property records are being
up-dated to reflect the resuits of these inven-
tories. Improved procedures are being
‘implemented for property accountability.

. Reimbursements are now Seing reported to the
Office of Management and Budget as required,

15
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APPENDIX 1 : APPENDIX I

In addition, the following actions are being taken to improve
Jperations:

Payroll preccedures are beingz changed tv establish
uniform practices for personnel keeping leave,
time and attendance reports and retirement records.

Automatic data processing systems are being studied
with a view toward improving the accounting system
and internal controls.

The feasibility of establishing an internal audit staff
will be studied further and pursued with other
agencies in the Executive Oifice of the President,

We appreciate the constructive nature of this audil ang trust that
our planeed improvements will remedy the deficiencies,

Sincerely,

Buchen
Counsel to the President

The Honorable Elmer B, Staa::
Comptroller General of the United States
Washington, D, C. 20548
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5.

APPENDIX II APPENDIX Il
PRINCIPAL OFFICIALS OF

THE AWHITE HOUSE OFFICC

RESPONSIBLE fOR ADMINISTERING ACTIVITIES

DISCUSSED IN THIS REPORT

Tenure of office

From 29

STAFF SECRETARY TO THE PRESIDEX: :

John R. Brown III July 1969 Mar 1971

Jon M. Huntsman Mar. 1971 Feb. 1972

Bruce A. Kehrli Feop. 1972 May 1974

Jerry H. Jones June 1974 June 1975

James E. Connor . June 1975 Present
CHIEF bXECUTIVE CLERK:

William J. Hopkins Apr. 1968 May 1971

Noble M. Melencamp (note a) May 1971 Apr. 1973

Robert D. Linder Apr. 1973 Present
ADMINISTRATIVE OFFICER:

Carson M. Howell Auz. 1961 Jan. 171

Wilbur H. Jenkins Mayv 1971 Present
CERTIFYING OFFICER: .

william J. Hopkins , Jan. 1966 May 1971

John J. Ratchford Apr. 19458 fep. 1973

Noble M. Melencamp (note a) May 1971 Feb. 1973

Robert D. Linder Feb. 1973 Present

Wilbur H. Jenkins Fep. 1973 Present

a/Noble M. Melencamp was detailed from the State Department
from May 29, 1971, to April 14, 1973.

BEST DOCUMENT ‘Avan agy p
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