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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548
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Dear Dr. VePlroy:

We have made a review of financial records and provedures for the
purpoge of sebttlement of the accounts of the certifying officers at the
Yationsl Science Foundation (WSP) through June 30, 1970. Our review
was direchbed primarily towvard an evaluabtion of the elfectiveness of the
financial mwansgement system under which WSF's accounteble officers ave
carrying out thelir respousibilities.

We made such tests of financiasl transactions as we considered
appropriate under the cireumstances, ineluding exemination of dis-
bursement vouchers: verification of imprest fund casgh balances; ro-
view of travel procedures, meilroom operations, and properiy mensge-
nent: and reconcilistion of statements of transactions and baslances
ghown rn U, 8. Treasury bhooks. Our work 4id not include & detalled
exsminabion of payrolls snd related transactions nor a test of the
current vavrell procedures pending the conversion of H8F's pgyroll
to its dets processing gystem, which is curvently in process.

Cur review disclosed certain wesknesses in procedural mebtters
which we helileve merit your attention. These matters were discussed
with sppropriate NBF officianls and consideration has been given to
their comments in this report. Our findings and recommendatlons
are presented below for your information and appropriate corrective
action,

¥EED FOR DPROVED Accorvmerizey ovir  BEST DOCUMENT AVAILABLE

PROPERTY

Our review showed thet NEP's procedures end practices for
controlling property did not provide readily for accuraste, timely,
and current accountebility for serially-mumbered equipment such as
typewriters, adding nachines, and calculstors.

H8F's properdy system was designed to provide s perpetusl inventory
of its property. X8F's instruetions for maintalning sccountability and
control of proverty reguire that a record be maintained for each item
of serially-numbered equipment showing, smong other things, the sssipgned
locetion of the item. However, the ingtruction did not provide for
prompt reporting of the relocation of such equipwent so that the pro-
perty records can reflect the new loeation.
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HEF's inventory records for serielly-numbered eguipment showed
that, on the basis of its latest snnual physicsl invenwbory talken in
April 1970, ¥SF had on hand 679 typewriters, including electric and
nanual types, and 280 sdding machines snd calewlstors. In July 1970
we made a test of the property records for 111 typewriters and 40
adding wachinss and caleulstors and Pound thet 56 typevriters end 25
adding machines were not loecated in the offices indicabted on the
property records.

We brought this wmebier to the attentlon of the Supply and
Mainterance Officer. He pivized us that WEF persomnel were not
raquired to notify his office when equipment was relocated from iis
aewlgned location and that = physical sesreh involving conglderable
affort vould be reguired to determine the loestion of all the equip-
ment whick wve were not able to loeste. He agreed, however, to try to
loeste 10 of the unloecated items. Afber s physiesl search, nine of
the items were located. One 2dding mechine which hsd cost about $200
could not be found and was pubsequently declared lost or stolen.

The Supply snd Maintenence Officer advised us that geveral
HEF offices had moved their physical locstlion at sbout the time of
our test, which probebly was the reasgon that s large number of pro-
perty control records ware not current. He gsid thet HSF was develop-
ing a computerized propsrity control systen which was expected to further
strengthen its control over property by providing an sccurate and cur-
rent record of the property location.

Recommendation

We recommend that, until such time as the computerized property
control system beocomes operational, NSF implement procedures to assure
that itz property control records show the current location of NEF-owmed

properby.

TMPREST FUND SHORTAGE NOT SETTLED BEST DOCUMENT AVAELABLE

An umannounced casgh count of H3F's imprest fund by the NSF Audit
Office on June 30, 1960, disclosed o shortage of $5290.15. OQur review
showed thet this loss had not been getbled as of December 18, 1970, and
thaet NSF had not vigorously pursued Its sebtitlement, At the time of the
digolosure of the shortage, the total emount suthorized for the imprest
fund was %1,000 but was subsequently incressed to $3,000.

As s result of this shortape, the Audid O0ffice reviewed the
procedures and practices regarding the operations of the imprest fund.
The resultant report unoted that, in sccordance with pertinent Tressury
Department reguletions, the mastter was reperted to the Chief Disbureing
Officer, U.B. Treasury, and the Decret Serviece. The vreport also pointed up
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the need for strengbthening controls in several areas in the operations
of the imprest fund. Purguant to recommendetions in the sudit report,
NS8F has taken certain mesgures to reduce the posaibility of similar ir.
regularities and to etrengthen control over the administration of the
fund.

An Audit Office diary note dsted September 9, 1969, on its follow-
up of actions taken regerding the fund shortage, states that NSF had
demanded thet the cashier, who was relieved of a&ll casghier duties and
subsequently resigned, make restitution of the cash shortape., At the
advice of sn attorney the cashier has not complied with the demand and,
econsequently, HSF decided to seek recovery of the shortage through the
surety hond wvhich covered the cashler,

NSF, however, 4id not reguest reimbuveement of the loss under the
bond until December 5, 1069, about 5 months sfter the loss was discovered,
On Degember 11, 1969, the bonding company requested NSF to furnish certain
additional information relating to this matter, but HSF 4id not comply
with the request unbil April 6, 1970, sbout 4 months later. ¥SF records
which we exsmined showed thet, since April 1¢70, NSF's only follow-up
of its claim with the bonding company was on September 23, 1970.
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To assure thet the financial interests of the Covernment are adequately
protected, we recommend that WSF teke more sggressive and eoffeetive sotion
for ths setilement of the shortage in its imprest fund.

CONTROLS OVFER COLLECTIONS NEVD STRENGTHENING

An important element of effective internsl mansgement control over
cach collections is the prompt recording of all collections st the point
of receipt. Buch s record could be reconciled with the accounting records
to assure that all collectlions are properly recordsd In the secounts and
promptly demosited in the Treaswry. We noted that FSF does not follow
such & practice for collections received through the meil, which in figeal
vear 1970 totaled sbout %3 millien.

WEP'e "Standard Administrative Procedure Wo., T¥ dated October 9,
1970, szets forth the procedure for handling monies received through the
mail, This procedure provides that the meilvoom open and exemine all
incoming mail not addressed to a specific person or office and forward
8ll monies contained therein to the ¥8F Cashler, exeept for monies re-
eeived for the purchase ofpublications. Monles for publicebions, to-
gether vwith accompanying correspondence, are forwsrded to the CGoverrment
Printing Office for fulfiliment of the purchsse request.

BEST DOCUMENT AVMNLABLE  ~ 3~



The procedure provides alao that all specifically asddressed
incoming mail is to be delivered to the addressee unopened, For the
convenience of the addressee. however, mailrcom personnel msy "mechine
alit” the envelope but not exemine its contents. Mailroom personnel
adviged us that, except in cases where addressees have made s apecific
request that their mail be forwarded unopened, all specifically addressed
mail is machine opened. Monies eontained in specifieally addressed mail
are forwvarded to the NEF Caghier by the addressess.

As a rule, no record is made of collsotions at the time the mail
is opened by elther the mailroom or the recipient office. The NBP
Audit Office in its "Report on Punds Remitted to the Nationsl Science
Foundation, September 1967," recommended that, in view of HSF's meil-
room procedures, each NBF division or office receiving meil having re-
mitteances of any deseription designate sn employee to be responsible
for maintaining a daily record of funds received at the time the mail
is opened,

This vecommendation had not been implemented and we discussed the
metter with the Finsneisl Manspement Officer. He advised us that he
had no evidence that remitiences had been misapprepristed. He stated,
however, that he would further congider the need for improvement of
HSF's procedures and practices for contrel over collections.

We believe thet effective internal mensgement eontrols should be
based on procedures that are deslgned to minimize the cccurvence of
jrregularities by providing a complete and szecurste record of receipts
and deposits.

Recormpndation

We recommend that HN8F require that all receipts recéived through
the meil be recorded at the time the msil is opened elther in the meil-
room oy progranm office,

LOST OR STOLEN DISBURSEMENT CHECES

Ve found that during the peried Jenuary 1, 1967 to June 30, 1970,
96 WSF disbursement checks totaling about $36,000 were lost or stolen.
These checks were primerily for salaries, consuliant fees, and fellow-
ship stipends. NSF TFinanciel Management O0ffice officials sdvised us
that some of these checks hod besen csshed by unsubhorized persons.

Most NEF checks for gmslaries, consultant fees, and fellowship
stipends are meiled by Treasury. However, the N8P Cashier sdvised us
that eertain of the lost or stolen checks were mailed by N8F., For ex-
ample, eight lost or stolen cheeks for vayvment of consultant services
dated May 27, 1970, totaling $5,359.20 were identified by the ceshier
ag ¢haeoks neiled by HEP.
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The ususl procedure followved by NSF for mailing checks 1s for the
eashisr to segl the chetks in window-type envelopes end hand carry them
to the mailrcom. There the checks are sorted, bundled, and begged with
other mall snd carried to the loading doek. Ve observed that on several
occasions meil bags were left uvnattended on the losding doek until they
wvere ploked up by & mail truck. We believe that NEF sghould exerecise
gregtey care over the wailing of Government checks to minimize the
possibility of thelr logs or theft.

The NOF Financisl Msnagement Officer advised ue thet many of the
lost echecks represent pesyments for consultant services and thet NSF
hag revized 1ts procedurez zo that all such checks will be mailed by
Tregsury. Algo, we vere advised by the HSF Cashier that most fellow-
ship stipend cheeks are nowv being mailed by Treasury. However, FEF
will continue to moil some checks for salsries snd other purposes.

Recompmendation

We racommend that NBF review its procedures end practices for
mailing checks snd meke such improvements ag warpranted to provide
maximum agsurance egainst the loss or theft of Covermment cheeks
dighursed through the mail,
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In aconrdance with feneral Accounting Office Policy and Procedures
Manusl for Guidance of Tederal Agencies {8 GAO 12), the records of the
financisl transactions of the National Felence Foundation through June 30,
1970, may be transferred to the Federal Records Center for storage, con-
sistent with the Foundation's epproved fiscal records mansgement progrsm.

¥We scknovledgs the cooperztion snd courteslies extended to our staflf
during the review. Your commends as to any actions taken or planned on
the mabtters discussed in this report will be appreciated.

Bineerely yours,

‘Tloyd G Smith

Lloyd G. Bmith
Associste Diresotor

The Honorable Wlliam 1. MeFlroy
Mreotor, National Sclence Foundation






