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THE WHITE HOUSE

ACTION
Qbs " WASHINGTON
q§p : Last Day: September 7
September 2, 1976
7 9

MEMORANDUM FOR THE PRESIDENT ’Jﬂ’“/

FROM: JIM CANNO

SUBJECT: H.R. 11009 - District of Columbia

Financial Systems Audit

Attached for your consideration is H.R. 11009, sponsored
by Representative Diggs.

The enrolled bill would establish a "Temporary Commission
on Financial Oversight of the District of Columbia"”

and would provide for an independent audit of the financial
condition of the D.C. Government.

A detailed discussion of the provisions of the enrolled
bill is provided in OMB's enrolled bill report at Tab A.

OMB, Max Friedersdorf, Counsel's Office (Lazarus) and I
recommend approval of the enrolled bill.

RECOMMENDATION

That you sign H.R. 11009 at Tab B.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

SEP 1 1978

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 11009 - District of Columbia

Financial Systems Audit
Sponsor - Rep. Diggs (D) Michigan

Last Day for Action

September 7, 1976 - Tuesday

Pur pose

To establish a commission to improve the financial systems of
the District of Columbia Government and to provide for an
independent audit of the financial condition of the D.C.
Government.

Agency Recommendations -

Office of Management and Budget Approval
District of Columbia Government . Approval
Department of the Treasury No objection -
Department of Justice No objection
Discussion

The Congress and the General Accounting Office (GAO) have long
been concerned over the quality of the District Government's
financial management. In the wake of New York City's financial
crisis, Senator Eagleton, Chairman of the Senate Committee on
the District of Columbia, halted a proposed sale of D.C.
municipal bonds and contracted with the public accounting firm
of Arthur Andersen and Company for a survey of the accounting
and financial management practices of the District. The
Andersen survey found much of the city's bookkeeping to be
unreliable, inefficient, and poorly controlled. While the



basic soundness of revenue sources and their estimation was
affirmed, the report identified a number of improvements

needed in the financial controls and reporting of the

District Government before an independent audit could be under-
taken. It concluded that a full audit would not be possible
for at least two years. Senator Eagleton subsequently intro-
duced S. 3608, a bill to insure that the necessary improvements
were designed and implemented by the District in accordance with
the timetable outlined in the Andersen report. Earlier, after
the Senate Committee had blocked the city's bond sale,
Representative Diggs had introduced H.R. 11009, requiring
congressionally approved changes to the city's financial
management systems, regular progress reports on them, and
annual audits. The enrolled bill combines features of each
bill, relying heavily on the recommendations of the Andersen
report to describe the work to be accomplished.

Major Provisions

H.R. 11009 is intended to institute, as soon as possible,
improvements to the financial planning, reporting, and control
systems of the District of Columbia Government. To initiate
and oversee this activity, the enrolled bill would establish a
"Temporary Commission on Financial Oversight of the District
of Columbia." The Commission would consist of eight members:
three members of the Senate, appointed by the President of

the Senate, three members of the House, appointed by the
Speaker, and the Mayor and the Chairman of the Council of the
District of Columbia. Each member may designate an individual
to act in his or her stead.

The enrolled bill would authorize the Commission (with the
advice of the Comptroller General) to select contractors to
develop plans, on behalf of the District of Columbia Govern-
ment, to improve the city's financial systems. The plans
would also include procedures for establishing training
programs for D.C. government personnel involved in the opera-
tion of the systems. The recommended plans of each contractor
would be submitted to the Comptroller General for his review
and approval, disapproval, or modification, after consultation
with the Commission, within 60 days. If approved by the
Comptroller General, the plan would have to be implemented by
the D.C. Government. Plans modified by the Comptroller General



and approved by Congress would also be required to be imple-
mented by the D.C. Government. Action by the Comptroller
General disapproving or modifying a plan could be overturned
by concurrent resolution of the Congress within 45 legislative
days.

The enrolled bill would also authorize the Commission to
contract for a "balance sheet" audit of the financial position
of the District of Columbia as of September 30, 1977, and for
full audits in fiscal years 1978 and 1979, if practicable.

The results of each audit would be submitted to the President,
the Congress, the Mayor, the D.C. Council, and the Comptroller
General. After fiscal year 1979, the enrolled bill would
require that an audit be conducted annually by the District
Government. If the Mayor and City Council cannot agree on the
selection of an independent auditor, the Chairmen of the House
and Senate Appropriations Committees would jointly select an
auditor, with whom the Mayor would be required to contract.

Finally, the enrolled bill would authorize the appropriation

of $16 million to the Commission -- $8 million in Federal

funds and $8 million in "funds in the Treasury to the credit

of the District of Columbia." Staff support for the Commission
would be provided by the D.C. Government, several congressional
committees, and the General Accounting Office.

Comment

Committee reports cite a history of congressional responsi-
@ility and continuing congressional financial involvement as
gustification for the Commission. Despite the bill's provisions
imposing considerable short-term (perhaps 3-4 years), Federal
control over some of the District Government's internal
management, the legislative history calls the bill supportive
of home rule. That is, given the irregular Federal-local
relationships of the past, these are seen as one-time improve-
ments that should have been made before home rule took effect.
It is argued that such improvements can only "enhance the
independence of the elected Government..." and "... minimize
?he future requirements for federal support." The bill is also
intended to improve investor confidence in the local government
and to inform Congress better with regard to local financial
conditions.



With home rule, Federal responsibility for District finances
—-= through the Federal appropriations process -- did not
disappear. The District Government, at the same time, retains
the day-to-day control over the financial management systems
(now under scrutiny), which it has always had. Because

these financial relationships are not significantly altered --
with the exception of the new local bonding authority -- there
remains a strong Federal interest in reliable statistics and
reports on the financial condition of the District.

On the other hand, several provisions are obnoxious to the
exercise of maximum self-government under the Home Rule Act.
The enrolled bill calls only for local government "consultation,"
it structures a Federal (congressional) majority on the
Commission, and it does not require the D.C. Government's
consent to implement contractor recommendations. It therefore
conflicts with the general authorities for financial management
vested in the Mayor by the Home Rule Act. Some progress has
already been made by the District, with the help of the GAO,

in instituting better financial systems. But the activity of
the Commission will supercede these efforts and keep Congress
involved -- although it might choose to remain so anyway --
while this work is being carried out.

On balance, now that the D.C. Committees have taken such a
forceful posture toward quick improvement of local financial
management shortcomings, it would be difficult to regularize
the Federal financial contributions to the District, envisioned
in the Home Rule Act, without taking the actions outlined in
the enrolled bill. That is, phase~out of Federal short-term
cash advances and loans for capital improvements, and entry
of the District into the municipal bond market for these
purposes, will be nearly impossible in the immediate future
without improvements to basic fiscal controls and recordkeep-
ing. In addition, the investment and commercial community
will remain skeptical of the District's financial stability --
regardless of indicators to the contrary —-- as long as these
concerns are current and there are no explicit Federal
guarantees for local obligations.

Given the fact that the Constitution vests plenary legislative
power in the Congress over the District of Columbia, Justice
informally advises that it does not believe that the provisions
of this bill providing for congressional membership on the



Commission and for concurrent resolution override of the
Comptroller General's determinations present the kind of
constitutional issues that would be involved if the bill
dealt with agencies or functions of the Executive branch.

In its attached views letter, the District of Columbia
Government states that there should be an increased Federal
payment to the District to finance the additional responsi-
bilities placed upon it by the enrolled bill "... since the
problems which are sought to be remedied had their origin
during the period when the Federal Government proscribed
the city's financial management systems." We believe that
the regular annual budget process is the appropriate forum
in which to take up this issue.

“140&¢-777‘<:5;—
ssistant Director for

Legislative Reference

Enclosures



THE DISTRICT OF COLUMBIA

. NGTON
WALTER r—.;mv:::m ere WASHINGTON, D. C. 20004

September'l, 1976

Mr. James M. Frey

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D. C. 20503

Dear Mr. Frey:

This is in reference to the facsimile of an enrolled
enactment of Congress entitled:

H.R. 11009 - To provide for an inde-
pendent audit of the financial con-
dition of the government of the
District of Columbia.

The enrolled bill establishes a Temporary Commission on
Financial Oversight of the District of Columbia to
develop plans and to assist in the implementation by
the Mayor of such plans to improve the financial plan-
ning, reporting, and control systems of the Government
of the District of Columbia.

While many of the District Government's suggestions
offered during the legislative process have been incor-
porated into H.R. 11009, the enrolled bill will pose an
additional burden on the city's limited resources. The
bill authorizes to be appropriated $16 million, of which
$8 million is to be from funds in the Treasury to the
credit of the District of Columbia, to finance the
systems development and audits required by sections 2
and 3 of the bill. Under the terms of the bill, the
requirements of sections 2 and 3 are to be executed by
the close of fiscal year 1979. Accordingly, the District



will have to provide $8 million over the course of the
next three fiscal years.

The District Government believes that there should be
an increased Federal payment to finance the additional
responsibilities placed upon it by the requirements of
H.R. 11009. The Federal payment is an appropriate
source of funds for this purpose since the problems
which are sought to be remedied had their origin during
the period when the Federal Government proscribed the
city's financial management systems.

Nonetheless, the District Government recommends the
approval of H.R. 11009,

Sincerely yours,

/;ALTER E. WASHINGXO
Mayor



THE WHI!FE HOUSE

ACTION MEMORANDUM WASHINGT N LOG NO.: 1
Date: SepvemMer 1, 1976 L 700pm
- Jack Marsh
FOR ACTION: steve McConahey /°  cc (for information): yim Cavmnaugh |
Max Briederddorf "’ Ed Schmults .
Ken Lazarus &6 ‘
Robert. |

FROM THE STAFF SECRETARY

DUE: Date: Spptmmber 2 Time: 500pm

S ohh

H.R. 11009~-DC Financaal Systems Audith

SUBJECT:

ACTION REQUESTED:

For Necessary Action For Your Recommendations

Draft Reply

Prepare Agenda and Brief
— X For Your Comments —___ Drait Remarks

REMARKS:
please return to judy johnston, ground fldor west wing

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the required material, please K. R. COLE, JR.
telephone the Staff Secraicny immediately. For the President




THE GENERAL COUNSEL OF THE TREASURY
WASHINGTON, D.C. 20220

AUG 2 7 1976

Director, Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Attention: Assistant Director for Legislative
Reference

Sir:

This letter responds to your request for the views of this Depart-
ment on the enrolled enactment of H.R. 11009, “"To provide for an in-
dependent audit of the financial condition of the government of the
District of Columbia.,”

The enrolled enactment would establish the Temporary Commission on
Financial Oversight of the District of Columbia consisting of Members
of Congress and District officials. The Commission would select qualified
persons to develop and implement plans for the improvement of certain
functions performed by the District. The Commission would also arrange
for an audit of the District as of September 30, 1977. In additionm,
the enrolled enactment would require an audit for the fiscal year begin-
ning October 1, 1979 and each fiscal year thereafter., There would be
authorized to be appropriated to the Commission the sum of $16,000,000,
of which $8,000,000 would be from funds in the Treasury not otherwise
appropriated, and $8,000,000 from District funds.

The Department would have no objection to a recommedation that the
enrolled enactment be approved by the President.

Sincerely yours,

/ gﬁ/
e %%ﬁgélal Co"ﬁﬁse




ASSISTANT ATTORNEY GENERAL
LEGISLATIVE AFFAIRS

Bepartment of Justice
Washington, B.¢. 20531

August 31, 1976

Honorable James T. Lynn

Director, Office of Management
and Budget

Washington, D. C. 20503

Dear Mr. Lynn:

In compliance with your request, I have examined a
facsimile of the enrolled bill H.R, 11009, "To provide for
an independent audit of the financial condition of the
government of the District of Columbia."

The bill establishes a "Temporary Commission on
Financial Oversight of the District of Columbia," which
is charged to improve the system of financial planning and
management of that government by arranging management
contracts and studies for it. The bill also authorizes
the commission to conduct audits of the District's accounts
and operations through October 1, 1979, and provides that
thereafter the District government itself shall conduct
continuing annual audits through an auditor appointed by
the Mayor and Council of the District.

The Constitution vests Congress with the exclusive
power of legislation over the seat of government of the
United States, Art. I, Section 8, clause 17. Under that
authority, the Congress has long exercised a special role
in the close oversight of District government. That role
continues even under the recent Home Rule provisions of
Public Law 93-198, 87 Stat. 774. See, e.g9., §§ 601, 602, 604,
731 of that Act. The need for congressional oversight is
particularly acute in view of the very significant role
which annual federal contributions play in the District's
budget process. In consequence, the Department of Justice
has no objection to Executive approval of this bill.

Sincerely,

- -

Michael M. Uhlmann
Assistant Attorney General
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e ¢ THE WHITE HOUSE

*  ACTION MEMORANDUM WASHINGTON " LOG NO.:
Date:goptember 1, 1976 Time:  550pm
‘ . Jack Marsh
FOR ACTION: Steve McConahey cc (for information): Jim Cavanaugh

Max Friedersdorf Ed Schmults
Ken lLazarus— L

o e o

FROM THE STAFF SECRETARY

DUE: Date: September 2 o Time: 500pm

SUBJECT:

H.R. 11009-DC Financial Systems Audit

ACTION REQUESTED:

For Necessary Action | . —— For Your Recommendations
— Prepare Agenda and Brief __..._. Draft Reply
X_ For Your Comments —— Draft Remarks -
REMARKS: |

please return to judy johnston, ground floor west wing

No objection -- Ken Lazarus 9/2/76

PLEASE ATTACH THIS COPY TO MATERIAL. SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the required material, please

telephone the Staff Secretary immediately. fmen M. Coanon

LT A



THE WHITE HOUSE

WASHINGTON

September 3, 1976

MEMORANDUM FOR: JIM CAVANAUGH
FROM: MAX L. FRIEDERSDORF/M.
SUBJECT: H.R. 11009 - DC Financial “Systems Audit

The Office of Legislative Affairs concurs with the agencies

that the subject bill be signed.

Attachments



941 CoNaress | - HOUSE OF REPRESENTATIVES ReporT
2d Session | ‘ No.94—1094

FINANCIAL PLANNING, REPORTING AND CONTROL
SYSTEMS FOR THE GOVERNMENT OF THE DISTRICT
OF COLUMBIA

Ma¥ 6, 1976.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. Dicas, from the Committee on the District of Columbia,
submitted the following

REPORT

[To accompany H.R. 11009]

The Committee on the District of Columbia, to whom was referred
the bill (H.R. 110092, to provide for an independent audit of the
financial condition of the government of the District of Columbia,
having, considered the same, reports favorable thereon with an amend.
ment and recommend that the bill as amended do pass.

The amendment strikes out all after the enacting clause and inserts
in lieu thereof a substitute text which appears in italic type in the
reported bill. '

PURPOSE OF THE BILIL

The purpose of H.R. 11009, as amended, is to provide for a financial
sEstems analysis, design, and implementation for the Government of
the District of Columbia to insure that the financial statements of the
Government of the District of Columbisa accurately reflect the finan-
cial condition of the District of Columbia, and in order that an in-
dependent audit of the financial condition of the District of Columbia
can be conducted with meaningful results.

BACKGROUND

H.R. 11009, a bill to provide for an independent audit of the govern-
ment of the District of Columbia, was introduced by Chairman Di
with seven cogponsors, including the ranking minority Member of the
District Committee. It was introduced because there has never been an
audit of the District of Columbia by an independent entity, and Mem-
bers of the Committee recognize that an audit of the city’s finances will

provide all who share responsibility for the effective administration

57-006
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anghmanagemgnt of tho dity with a comthon séf 6f date which will

fpirly present the financial position of the city; and thus aveid con-

ing inconsistent or spurious data.

‘When the District officials elected under home rule took office, they
inherited from the Congress vast and complex financial management
systems, along with the new governmental responsibilities for these
systems.

The it ingerpprated in this bill is necessayy in prday to previde
the new Tocal government with the information necpssary to ascertain
thte finaheia) condition of the ity and make appropriate manggement
judgments and adjustments. It is also necessary to dsstire the ngress
that the city’s management systems and financial situation are sound.

The sponsors of the bill opted for an outside audit condueted by an
independent auditor, rather than utilize the services of the General
Accountinm ©Office; bbtansb it was felt that an independeént muditor
would be able to dewote & full staff to the dudit! and also perhaps bring
a new and different approach to the review—of the District’s finances.

NEED FOR THIS LEGISLATION,

The Comptroller Gengral of the | 'nited Sbakes, in his testimony be-
fore the Committee on December 8, 1975, stated that the District’s
problems are such that if an andi} of the fimpncial operations and state-
ments was made, the auditor ‘wéhld rost tikely conclude that the rec-
ords and controls were not ad te to enable him to indicate whether
or not the financial staterﬂéhfse%gﬂiv@d ffom thém presented fairly the
District Government’s financial condition and results of operations.

Berauge af thie bitwatioh| neither the Distiict Government nor the
Compiess can atbest to thie walidity or the necuraecy-of financial reports
issued b the Distriet Groverniment and whether théy reflect' planning,
reponting and eontrol systems, the Cotinéil shall prdvide for an in-
dependent audi& of the riet Government’s accotmting records and
prousthires in order fér an opihion to be rerdered that the financial
statéments faivlys Pradenit the financial positionl 6f the funds and ac-
counting records of the D.C. Government. Such an independent audit
would be required every three yeats thereafter.

The Comptroller General in his testi bedore the (iommittep
gi‘%h‘aéiﬁ?di? ‘t‘h;' Prime Impottan ¢ of ;f 1g'g the systerxg in shap?:
rétraditiond] andit s made, stated ;
St {restiir or THE CoMPTROLLER GENERAL
SYSTEMS IMPROVEMENT NEEDED

The old saw says “first things first.” Trite but true. And we
believe—as we have long Ibelaie‘ae&%hat thbe “first” need herﬁ
is systems improvement. Indeed, we have been wopking wit
%{H%rgm&ﬁd for Sevgrsil ears to get theﬁ*‘ ;lé]cqgming
sydteing IProvét to the jioint that we can approve fhem. As
v RnB, thesé Systemy are subject to our appraval across

jobuitfeh! , _ ; ,

Ve were éncouqige& with the interest shown by the District
#rt developing' an adéquate finaticial management system fol-2

H.R. 1094

3

lowing the retheyr éxtensive study.of its financial affairs about
3 years ago by the Nelseh Commission.

Shortly: thereafter, in February 1973] we approved a state-
ment of acdewnting principles and standerds for tive Distriet,
which set forth the major coneepts and secounting printipies
¢hiat were to setve as ti’m framework for the improvement of
i4s financial accounting ; that is, its Systems.

The Distritt has made some progress sinee that time, How.
ever, we have been disappointed that its accounting systems
dre still far from noceptable. In Septémber 1975, I brought
our disappointment to the attention of the Mayor. A copy
of my ‘letldr t0 him and his response are attached (attach-
ments ¥LT and IV). : ,

We believe that a systbms improvement effort must be
undertaken before an efficient and effective audit of the Dis-
trict of Clolunbia financial situation can be accomplighed. If
additional resources are to be provided, we urge ithey e
applied first to imprdvimg the procedures and systems.

¥While an outside contractor can no doubt be of congiderable
help in this process, there must also be significant involement
by !J))istrict personnel. We would urge also thtt'any such ¢on-
tra;:ct&fmvidel for ‘dontractor help in implementing the new
procediiresy inclading training of District of Columbia
personnel.

GAO ACTIVITIES RE THE DISTRICT

The Compirolier General. testified that GAO has long been con-
cerned over %Qéuali%q;'frﬁé financial management of the Disgrict of
Columbis. Government. GAQ has a staff of 25 working on a contipnipg
basis reviewing the District’s activities in an effort to imxproye the
m%}}?ggment of District pperations. b
* T'he following gxchange of ‘Corréspindenté bétween the ‘Cpm‘ptr%i(}’
General and the Méyor of the District jlitistrates the concerns of eﬁ
about thé prbblems this bill seelts to addreéss.

CoMPRORLER GENERAL OF TR UNTED SPaTES),
W ashingtan, D .6k September 28, 1974.

%—Ion Warrer E. WASHINGTON,

it ayor of the District of Colusubia,

Drear Mavor Wasainerow : I have recemtly reviewgd the status of
Youw accovipting systems imgprovement effort and ain disappainted, as
1 am sure you must be, at. the slow progtess being made.

‘When we gpproved your accouiting pitihoiples and standards almost
314 years ago, we had high hopes that that awas the begimning of a
Yslﬁoﬁ'%ﬁ syptemg improvement effort in the District of Columibia.
L zeahize that followipg our report of Mdrch 18, 1972, on violations
of the Anti-Deficigney Act, you were under pressure to do a lot of
“dikerpatching.” T am also aware of the refinganization and strength-

ing of youy financial managément grticture that has since taken
place. Nevertheless, progress in developing systems which meet our
requirements for approval appear mjnimal, as indicated in the en-
closed spmmary which is to be included in our 1975 repert to the (on-
Zress ON QUT Jecopnting system work.

HR., 1094
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From our ppint. of view-—based on observing accounting systems
developments in Federal agencies+we believe that a major obstacle to
progress in the District has been the problem of clearly identifying
and defining boundaries of the various accounting systems and subsys-
tems used by District of Columbia organizations. This must be done
to permit several designs to be prepared simultaneously, which is
necessary if all of the District’s numerous accounting systems are to be
approved and operating within a reasonable period of time. This in-
formation is also necessary to determine whether the system which has
been informally submittelg7 for our evaluation meets our standards and
is therefore approvable.

We urge that you and your staff, as soon as possible, address this
issue and the related issues of what level in the IBisbrict organizations
will be responsible for designing and operating the various systems
and segments. Once these basic issues are settled, the design and docu-
mentation work can be planned and undertaken more effectively.

We are appealing to you again on this matter because we are very
much interested in seeing that the District has an effective accountin,
and financial management system. You can count on our continu
cooperation.

Sincerely yours,
Ermer B. StaaTs,
Comptroller General of the United States.

TaE Districr oF CoLUMBIA,
Washington, D.C., October 21, 1975.
Hon. ELMER B. StaaTs,
Comptroller General of the United States, General Accounting Office,
ashington, D.C.

Dear Mr. Staars: Thank you for your letter of September 23, 1975,
in which you expressed your concern regarding the District of Colum-
bia’s progress in improving its accounting systems. In my judgment,
the District has been moving in a responsible and timely manner in
that area, especially when the District’s efforts are viewed in the con-
text of its particular requirements as a municipal government.

In your letter you cite experiences with Federal departments and
agencies in evaluating the District’s efforts:

“From our point of view—based on observing accounting systems
developments in Federal agencies—we believe that a major obstacle
to progress in the District has been the problem of clearly identifying
and defining boundaries of the various aceounting systems and sub-
systems used by District of Columbia organizations.”

The District is subject to pressures that are different in many im-
portant ways from those being felt by Federal departments, however.
‘The city must operate within stringent funding constraints, thus
putting a premium on effective monitoring of obligations and reve-
nues. In addition, city officials and managers need highly detailed
program and financial data to respond to the public’s demands for
accountability by those officials.

In response to the city’s special requirements and the overall require-
ments of sound financial management, we are carrying out concur-

o
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rently a number of systems development projects, including the work
that you have suggested defining the various systems and subsystems:
in the District. ‘

As the attachment to your letter points out, the city is planning to
put in operation by October 1, 1976, a new appropriation-allotment
system. That system will improve the timeliness, availability, and
accuracy of information on obligations and financial plans at the
agency level and at the central level. It will also frovide for better
safeguards against over-obligations. A more detailed description of the
planned system is included in the attachment to this letter.

At the same time, we are planning to make major improvements in
personnel management and position control by October 1, 1976. The
personnel management system will provide for better information
and control.

Preliminary meetings have been held on the development of a new
revenue accounting system.

We are also working to identify and define all accounting subsys-~
tems in the District, as called for by your letter.

I strongly believe that it is essential that these various improve-
ment efforts be carried out concurrently. The planned improvements
in obligation and personnel control are vital to responsible financial
management in the District Government and cannot be delayed until
all accounting subsystems have been identified and defined. Because
of the complexity of the programming and systems design required,
it will be difficult to achieve the planned starting date of October 1,
1976, for the systems. Any delay would push the starting date back
to Fiscal Year 1978 or later. I believe that such a delay should be
avoided if at all possible.

I am hopeful that the concurrent work on the inventory and sys-
tems definition will provide the necessary information for the develop-
ment of the new system. Agencies will be better able to assess their
needs as a result of their experience with the design of the new obli-
gation and personnel systems. They will also gain a better under-
standing of how the new system will meet their needs if they see the
system itself under development rather than the design documents
for the system.

'While we may not agree on the specific steps to be taken in the de-
velopment of the new system, I am confident that we share the same
goal of significantly improving the District’s financial management
system. I appreciate the ongoing assistance provided by your office
in this effort.

Sincerely yours,
Wavrrer E. WasaiNeToN, Mayor.

FINANCIAL PROBLEMS OF THE DISTRICT

The Comptroller General staated a few specific examples of some of
the financial problems which GAO has found in the District.

(1) GAO over the years issued several reports on inadequacies in
the District’s payroll system; the most recent of which was issued
in October 1972. This report recited numerous instances of persistent
and widespread pay and leave errors. i

HR. 1094
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(2) A 1974 rewiew of the Distriet school systemis prededwrsd for
condrollihng persennel and funds showed that. substantial problems
existed including an inability, as one example, even to determine the
number of employees at each schoal.

(3) In April 1974 GAQ reported that its audit of the Distriet’s
Forest Haven Home for the Retarded had been hampered and limited
because of inadequacies in the accounting system, the unavailability
of acconnting records and unzeliable and inaceurste hoecounting data.

GAQ reported that the Department of Humen Respwrces, which
runs Forest Haven, may have improperly spent grant funds. Brrors
and shortcomings in the Distriet!s accounting records for Forest Haven
raised questions concerhing the Department’s ability to effectively
control the use of its funds,

(4) In August 1975 GAO reported to the District that a proposed

biliingisystem for water and sewer services would result in over-
charging many of the 41,000 households in one section of the eity. The
ameunt of the potential overchavge could have beéen as mueh as $300,-
000. GAO assisted the Distrietan developing a billing system that
would resalt in correct charges for water and sewer servicés.
- §5) The District assumed added probloms when it sequited the
Bedevelopment Land Agency. GAQ’s recent reviow of the Ageney’s
14th Street Urban Renéwal Project was hampered by the lack of
records. The agency did not knbw the number of properties acquired,
or their acguisition cost. The rent accounts included uplicate elariges
as well as improper charges for vacant properties. ,

There was @ loss of between $9,000.and $12,000 on 232 Wpartments
for which thd Agency eollected no rent because léase agreements had
not been obtained. These cases were identified by & GA (¥ search.:

- {6) During the past few years various in-house task force teams
and auditors have identifled deficiencies in billings and collections at
Department of Human Resources health faeilities. G:AO’s work showed
that $5 million in billings'on 8,000 patient accounts had not beeir sub-
mitted for medicaid reiznbuisement because the accounts did not con-
tain zip codes or completé addresses. Bills were submitted as a result
of GAQ’s findings. In April 1974 one of these task forces reportet
several problems in accounts receivable. It said that the balince was
wneertain—between $100 and $125 million, and that collections were
very slow. Some aeccounts had been outstanding since befors 1966
baeklogs existed in piosting payments to accounts; bad debts had not
been written offy and ‘epllection efforts were minimal. The task force
said that a detailed analysis of all the accounts—a very tim¢ eonsumsug
task—would be necessary to come up with an accurate figure of the
accounts receivable. .

These examples, the Comptroller General testified, are supportive
of his findings of the need for major improvements in the District’s
financial management system. And he insisted : “Clean up the records

and straighten up the system before undertaking a post audit to issue
an opinion on the financial statements.” :

- T the past 4 years GAO has provided 27 reports to the Congress,
Qorrgressiondl Committees, and Members on the ptoblems and needed
improvements of the District of Columbia Government. In addition,
it has issued 12 reports to District officials.
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Attached is a listing of these reports (Appendix Ij. GAO staff is
currently working on a number of other assignments not yet reportd.
The more important of these are listed in Appendix IL. T reports
illustrate qiite clearly that there is a need for major mprovement in
the financial management system of the District.

JUSTIFICATIONS FOR THE LEGISLATION

The General Accounting Office, in its r_eport of February 27, 1976
to the House District Committee, entitled “Improvements Needed in
Accounting Systems and Suggestions for Their Tinprovetents”, iden-
tified the existing problems of the Distriet governmert management
systems; the extent to which attempts by the District have been success-
ful, and the recommendationg for design and implementation improve-
ments.

The report had been re%u.ested by the Chairman, and it outlines the
improvements needed in the District Government’s accounting system
District Government’s plans for improvement, and an evsluatim‘oi
those plans on the basis of planned time frame, gosts, and technigal
approach. The report concludes with sugge'sted priorities if a contrac-
tor is hired to improve the accountirig systeins a,xgd guggestions for
improved financial management and findncial reporting for the District
through their efforts, combined with the efforts of Congress and GAO.

APPENDIX I

Title B-number Date
i)
L o g P TSR T LG ¢ b O : § T 1T 7

GAO reports to Congress, congressipnal committees, and individual membess:
Study of child care activities in the District of Eslumbia_____.____._.________________ 174895 Jan. 24,1972
L ‘'Letter report on whether or not the District of Columbia was in violation of the Anti-Defi-

ciency Act in connection with its fiscal year 1971 appropriations or allotments_______ 118638 WMar. 13,1972
Activities of Blackman's Develogment L S N e 164031 Apr. 28,1972
Examination into financing and other matters related to preliminary surveys aad construc-

tion services for the capital improvements program... .. ... ... ____..__._ 118638 May 5, 1872
Problems in financial and property management at the District of&mwﬂk

UL N R R e A SR RS L AR e 167006 May 16,1972
Improvements needed in policy for establishing regulatory fees..__.__.___._......_.. 118638 July 12,1
¥|ol€‘tions.off_the An}i-DgﬁmencaAcﬁ._,.._si._t:_...tm‘..____......c.»..__.“_.'.éﬁ‘;m... 118638 Sept 15,1972

roblems in financial and property administration a ington nical |w , Dis

Al A ] i _,R ......... B 167006 Oct. 27,1972
Payroll operations of the District of Columbia government need improvement ik 118638 ch, go, 1972
Controls over funds available to the District of Columbia public schools..........._._. 118638 Oct. 31,1972
Child-care activities in Chicage, !ll., and St. Louis, Mo_ ... ... .o oo ... ... 174895 HNbv, 17,
Study of Federal programs for manpower setvices for the disadvartaged in tite District of

()] T )T A S~ e 4 FyEore webd el bl anadlo Ml ezl 146879 Jan. 90,1973
Regarding persontel need for new ccrrectional facitities, District of Columbia___._____. 118638 Mar. 7,1973

Municipal audit and inspection (OMAI) of the expenditure of funds by the District of
Columbia public schools (DCPS) during fiscal years 1970 and 1971.. .
Review of the solid waste collection program o 118638 May 2,1973
District of Columbia courts’ personnel needs FRE 175428 May 10,1973
District’s expenditures for telephone services and the adequacy of its controls over such
.................................................................... 118638 May 31,1973

118638 Mar. 8,1973

P N I NI N 118638 July 31,1973
Review of the District's police and fwemen retirement and relief system.__._.________ 118638 Apf 10,1974
Better management needed for tighter security at Lorfon Cerrectional Institutions....... 118638 Jung 21,1974
Raview of inthate and employees’ welfere funds and Department of Corrections and

Bureau of Prisons selected costs. oot oo iiao b i ndo o carapea s 118638 De,

o waste disposal activites (Lorton fandfill)_____________________________________ 118638 Sept. 26, 1974
Out-of-city travel, Department of Human Résources Public School System, District of Co-

i Bl b Sl T il S TR D e 118638 Dec. 4,1974
What is being done about individuals who fail to file a District income tax return_...__ 118638 Mar. 20,1975
Resource management can be improved by greater use of productivity techniques in the

Dystttior Colambinl b L0a Lo ca Ll LA ded s ot o A L s e, e 163762 Apr. 16,1975
Comprehensive child care plan. ... it iiiaicaaien 118638 Qct. 8, 1975

A case for providing pay-as-you-go privileges to military personnel for State income taxes. 125036 Nov, 19,1975
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ArPENDIX I-—Continue
7 1

ey Y byttt
Title B-number Date

GAO reports to District officials:

Implementation of the supplemental food program, District of c«;umb'
Closeout letter—Review of billings and col ectglons. ORI e ;:ll':'. 1(11', }g%

Lead-based paint poisoning of children in the District of Columbia____ - ___7 _77777"
Review of licensing and inspection activities, District of Columbia government_ . ...._____ }}?ﬁ?{;. m:; 233' g%
Review of the award of negotiated personal services contracts and controls over non- é
mappmpnated funds, District of Co ';‘m;bia |I)_l;‘l;licp ﬂl:hnnlns ’ b ksl Tt e Aug. 31,1973
p needed in assigni etropolitan Police Department officers.__._____ "~ o2l
Suné?s/ of the District of Columbia ‘budget as a management device to improve effective- e B
ness and p e e e et e e ARl
Department of Human ’Rqsources, administration of the medicaid program......._. = 164031 l’\d:gr %g B;:
District of Columbia public schools warehousing operations..__..____.___________.~.. Jan. 24,1975
Correction of water and sewer overcharges to northwest county customers._...._________ " T""""C Aug. 21.' 1975
Supply management in the Department of Environmental Services, District of Columbia.............. July 18,1975
Housing issues which need consideration by the District government. . ... ooooooooooos Oct. 20,1975

ST § ¥ T T T
AprENnDIx IT

Disrricr or Corumsra GoverNMENT Avuprr—Aorive Joss,
Novemser 1975

Pudlic safety
Office of Youth Opportunity Services.

Motor Equipment Management. 1
Solid Waste Collection Program. i

Finance and revenue
Administration of Self-Assessed Taxes.

Property Tax Administration. ;

H oming i
Urban Renewal Activities, 14th Street. . :
Abandoned and Vacant Housing in District of Columbia.

Public schools ;
Long Range Capital Improvement Plan. y
Resource Management Sgrstems '

Procurement activities
Procurement and Supply Activities.

Health and welfare

Eligibility in the District AFDC Program.
Program to Reduce Welfare Rolls by Providing Employment with
Career Potential.

ACCOUNTING SYSTEMS OPERATED BY AGENCIES OF THE
DISTRICT GOVERNMENT

Some indication of the need for overhaul of the financial manage-
ment and accounting systems of the District of Columbia Government
isreadily apparent from the GAO’s listing of the 16 various accounting
2y%tems presently operated by agencies of the District Government, as

ollows :
Armory Board : Multipurpose accounting (Stadium operatin
iung; ; Revolving fund accounting (Armory working capita
und ).
HR. 1094
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Department of Corrections: Grant accounting; Multipurpose
accounting 3Capital outlay) ; Multipurpose accounting (Inmate
welfare fund). .

Department of Environmental Services: Cost accounting;
Revenue secotnting. ' - /

Department of- General Services: Multipurpose accounting
(Educational surplus property) ; Project accounting (Construe-
tion services) ; Revolvin fung accounting (Postaige) ; Revolving
fund accounting (Printing and reproduction) ; Revolving fun
accounting (Plant repairs and improvement).

Department of Human Resources: Multipurpose accounting
(D.C. General Hospital) ; Multipurpose accounting (Glendale
Hospital) ; Multipurpose accounting (Departmental central
system).
yDepa?rbment of Manpower: Grant accounting.

Department of Recreation: Multipurpose accounting. = *

Department of Transportation: Project accounting (Highway
construction) ; Revolving fund accounting (Maintenance and
repa)ir of vehicles) ; Revolving fund accounting (Street restora-
tion). y

Executive Office of the Mayor: Multipurpose accounting (Pub-
lications fund).

Metropolitan Police Department: Cost accounting.

Office of Human Rights: Grant accounting. .

Office of Planning and Management : Multipurpose accounting
(Share computer center).

Office of the Surveyor : Cost accounting.

Public Schools: Multipurpose accounting (Food services fund).

‘Washington Technical Institute : Multipurpose accounting.

Youth Opportunity Services: Multipurpose accounting.

GAO SUGGESTED PRIORITIES IF A CONTRACTOR I8 HIRED TO IMPROVE THE
ACCOUNTING SYSTEMS

The sequence of tasks in this chapter represents our suggested prior-
ities for the work which can best be accomplished with a contractor
during the next 2 years. The objectives of most of these tasks were ex-
plained in chapter four.

The sequence of tasks which we are suggesting includes an identi-
fication of the financial information which must be produced and, if
necessary, a restructuring of the accounting systems. Although these
tasks may duplicate or negate certain work that has been performed
on the financial management information system (FMIS), we believe
that they are necessary to insure that the District government’s im-
proved accounting systems will be capable of groducmg all needed fi-
nancial information and will produce it most effectively and efficiently.
These tasks. were not adequately performed before the FMIS design
was started.

Our suggested sequence of tasks follows.

1. Design, in conformity with generally accepted accounting prin-
ciples, financial statements which will present fairly the financial posi-
E](::i and results of operations of the respective District government

S.
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2. Identify the finangial information needed hy the congressional
committees with responsibilities for the District government, the City
Couneil, and the Mayor and his staff.

3. With the assistance of District governmen personnel, identif
alt financial information needed by each District agency. A, special ef)-7
fort, should be made to identify the information needed by the heads
of the agencies and their staffs, intermediate level managers, and the
managers of major programs and funetions, because little attention
,haz bf)en glvenf to their nfee%s in the pas}&. ¥

.<'repare 1ormats of the reports that must be produced to satisf
the identified needs for financial information and obtain veriﬁcatior{
4rom the intended recipients that the reports will be adequate. In per-
forming this task, the reports formats prepared for FMIS should be
used to the extent. possihle.

5. Identify the most lo%ipa,l source for each item of financial infor-
mation en the formats of the financial statements and reports.

6. Group the identified sources of information into a logical struc-
ture of accounting systems, establish the boundaries for each system,
prepare a description of each system, and identify the interfaces be-
tween systems.

7. Evaluate the work that has been performed on FMIS and incor-
porate as much as possible into the new structure of systems.

8. Design as many of the new systems as possible during the re-
mainder of the 2-year period, starting with those most vital to produc-
ing the information needed to prepare financial statements and re-
ports to the Congress, City Council, and Mayor.

9. After the desigms have been approved byiour Office, the contractor
should help the District government implement the systems, train Dis-
trict government fersonnel to operate the systems, and prepare an ac-
counting manual for each system.

Although a contractor could possibly apply sufficient resoyrces in 2
years to design and implement all of the new accounting systems, it is
not probable. If the work is not completed in 2 years, we believe that
the tasks which we have suggested would bring the work to a péint
where it could be completed within a relatively short time by the same
cantracter, another contractor, or by District government persennel,

HISTORY OF HIR. 11609

Hearings on this bill were held by the Full Committee on Decem-
ber 8, 1975%3 and March 1, 1978, 9 - o

From the testimony elicited, particularly from the Comptroller Gen-
eral and other representatives of the General Accounting Office, it was
the cencensus that, the initial emphasjs should be placed on improving
the financial management system of the District. :

On March 24 and 30, 1976, the Subcornmittee on Government Qper-
ations held further hearings on the proposed legislation. Among those
testifying as to the need for the major provisions of this bill were
the Eg%et Officer and Special Assistant, to the Mayor; a representa-
tive ¢ Chairman of the Council of the District of Columbia ; the
Director, Financial and General Management Studies Division. of the
General Accounting Office; and the President of the District of Colunz
bia Institute of Certified Public Accountants. Also written testimony
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was submitted by the Office of Management and Budget, and By the
President of the American Institute 'of Certified Pyblie Aecountdhits.

Thereafter, the Subcommittds on Government Operations ﬂlghpreved
an amendment to H.R. 11009 in the nature of a substitute. The sub-
stitute alters the scope of the bill in ofdeér to encompass a Bnancial
systems analysis, design, and implementation, which 1s essential if a
meaningful Aidlt 6F Ehainsic Governmentts Eriansial situstion is to
take place, Provisipns for such an audit are retained in the bill.

e Full Committee gpproved the substitute as reported heréwith,
amending the funding provision to providé that the cost for the man-
agement systhms gtudy and implementation shall be shared by both
the Federal and the District Government. Once the §ystem is in pla
the cost for the conduct of an independetit addit shall' be assume
by the District Government,

SECTION-BY-SECTION ANALYSIS
Secison 1 i1

() Provides for)ths Compizolldr General to determine the scope
of the wark to be eptiracted select the eoniragior to performi each
contract, and determine completion schedule. He is required to con-
sult with the Chairmen and ranking Members of the House District
of Columbia Committee, House Committee on Appropriations, Senate
District of Golumbie: Colnmittes, Committee on Appropuistions of
the Sendte, and also the Chairman of the District of Columtbia
Council.

(b) Tihe seope and schedule for each tontract shall bé seb forth.

(¢) Contractors shall have full access to District records, files, and
other resourdes.

:d) Quarterly schedule for issuance of repogs on the status of

contract to the Congress, the Presidént, thd Distriet of Columbia
COdr#il, and the Comptroller General.

(e) Upon completion of each eétitrict; bofitradtor shall submit re-
ports to the District Government, the Congress, the President, and
the Comptroller General with tecoihritéridati6ns, and time schedule for
improvements, = N ,

- () Mayar, to jmplement recommended ehfingés in accordance with
time frame, and submit reports to the same parties as to the status of
the implementation thereof.

Section 2

Requires that the District of Columbia Cquncil gppropriak¢ funds
to conduct an thdependent audit of the financidl positjon, of the Gov-
ernment of the District of Columbia. Such funds raust ‘be allocated
within six months after the fitst day of the first elapsed fiscal year
ff}{ owitlg comiplets implementation by the Mayor of tha ge:ommenda-
tions of tHe contractors. Such an indépendent audit fiust
evetry three years, thereafter.

Section 3

Reqizires the Distriot to provide 50 percent of the costs of the fi-
nancial systems improvement contracts and limits the Federal contri-
bution to $750,000 for each of the fiscal years from 1977 through 1979.

conducted
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Section } 13

! . . | in-
de?)%?llcclzsn:};ené) litll&g%lilx‘x}:g ﬁaégnglb:s g?%gpglﬁmqeglgsnﬂ,tﬁg (Ill)ls?ltrilclzlt. aﬁld ng t:xore than $2,250,000 over three years, as the Federal share of
: the co!

SraremeNTs REQUIRED BY RULe XI(1)(3) or House RuLes The District will pay the costs of the audits.

COMMITTEE VOTE
The bill, H.R. 11009, as amended, was favorably reported to the

OVERSIGHT FINDINGS AND RECOMMENDATIONS

The Committee’s oversight findings with respect to the matters with : . .
which the bill is co(x);:errrigd remain as a artg)f its continuing Con- House on May 8, 1976, by unanimous voice vote of the Committee.
gressional oversight required by the Constitution and specifically pro- r O

vided for in the Home Rule Act (Sections 601, 602, 604 and 731 of
Public Law 93-198; 87 Stat. 774).

BUDGET AUTHORITY

This local legislation for the District of Columbia creates no new
budget authority or tax expenditure by the Federal Government.
Therefore, a statement required by Section 308(a) of the Congres-
sional Budget and Impouridment Control Act of 1974 is not necessary.

CONGRESSIONAL BUDGET OFFICE ESTIMATE AND COMPARISON

No estimate and comparison of costs has been received by the Com-
mittee from the Director of the Congressional Budget Office, pursuant
to Section 403 of the Congressional Budget and Enpoundment Con-~
trol Act of 1974. (See cost estimate below by this Committee.)

COMMITTEE ON GOVERNMENT OPERATIONS SUMMARY

No oversight findings and recommendations have been received
which relate to this measure from the Committee on Government Op-
erations under Clause 2 (b) (2) of Rule X.

INFLATIONARY IMPACT

. The bill, if enacted into law, will have no foreseeable inflationary
impact on prices or costs in the operation of the national economy.

COSTS

Various estimates as to the cost of this legislation were made to the
Committee, from the GAQO rough estimate of a total of $2 to $3 mil-
lion for a 2- to 8-years undertaking, to the District Government figures
of $6 to $9 million ($2 to $3 million each year for 8 years).

The Committee having weighed the testimony and the nature of the ¢
project decided to go along with the GAO estimate since GAO will
define the scope of the work and will be the contracting agent. How-
ever, the Committee amended the Subcommittee substitute to require
that the District should provide 50 percent of the costs of the financial
Eystems improvement contracts and that, in any event, the Federal

overnment shall appropriate no more than $750,000 in any one year,

HR. 1094 | .,
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941 CONGRESS : SENATE { REePORT
2d Session _ No. 94-1015

FINANCIAL PLANNING, REPORTING AND CONTROL SYS-
TEMS FOR THE GOVERNMENT OF THE DISTRICT OF
COLUMBIA

JUNE 29 (legislation day, JUNE 18), 1976.—Ordered to be printed

Mr. EacrLETON, from the Committee on the District of Columbia,
submitted the following

REPORT

[To accompany H.R. 11009}

The Committee on the District of Columbia, to which was referred
the bill (H.R, 11009) baving considered the same, reports favorably
thereon with an amendment in the nature of a substitute, and recom-
mends that the bill as amended do pass,

The purpose of H.R. 11009, as amended, is to provide for a financial
systems analysis, design, and implementation for the Government of
the District of Columbia to insure that the financial statements of the
Government of the District of Columbia accurately reflect the finan-
cial condition of the District of Columbia, and in order that an inde-
pendent audit of the financial condition of the District of Columbia can
be cenducted with meaningful results.

BACKGROUND

As a result of the state and local government fiscal crises of 1975-76,
many governments have had to re-examine their financial structures,
their economic base, and their ability to meet the increasing economic
demands which are being placed on them. The need for sound financial
reporting in the public sector has become increasingly apparent, both
as warning device and management tool. Washington, D.C., is no
exception to this pattern. It is unique in one respect, however: As the
nation’s capital, it has been under the control of Congress, and there-
fore the responsibility of Congress. There was thus an urgent need for
Congressional action. ,

On February 24, 1976, the Committee on the District of Columbia
entered into a contract with the public accounting firm of Arthur
Andersen & Co. to perform a survey of the a,ccoungmg and financial
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management practices of the District of Columbia government. Ander-
sen submitted its report to the Committee on June 19, 1976. It listed a
series of problems, many of them previously disclosed, which Andersen
concluded make “fajn audit of the District * * * not practicable at
this time.” The firm also noted that the ‘“lack of reliable financial in-
formation results from weaknesses in financial controls which have
evolved over a long period of time.”

The Andersen report describes a number of improvements which
must be made in tge area of financial controls and reporting if the
District is to receive an unqualified opinion on an annual independent
audit. Tt is necessary to redirect the current effort to replace existing
systems, and to train District personnel in the new systems which
may be installed. As these systems are being developed, immediate
improvements must be made in the present accounting system to
provide as much information as possib{t)a on the financial situation of
the District of Columbia.

To enable such work to be carried out, the Chairman and Ranking
Minority Member of the Committee and the Chairman of the D.C.
Appropriations Subcommittee introduced S. 3608 on June 23, 1976.

NEED FOR LEGISLATION

The Constitution requires that Congress maintain an oversight
function with respect to the District of Columbia. While the city is
substantially self-governjng, the Federal Government does contribute
sizeable amounts of support in recognition of the special demands

laced on the Nation’s (gapital. Hence the Congress must ensure that
he elected District ‘Government is able to make efficient use of the
available resources to meet the needs of its citizens and those of the
Federal Government within its boundaries.

Historically, the District has used the federal system of accounting
and financial controls. This was completely appropriate prior to home
rule. The Andersen report, however, indicated a number of changes in
the financial systems that would have to be made in order to meet
the re&:lxirements of a municipality, requirements which did not exist
when the District was treated as an arm of the Federal Government.
These changes should have been implemented prior to the granting of
home rule, %ut the need was not foreseen at that time.

This legislation is intended to assure the continued viability of
the District of Columbia, enhance the independence of the elected
Government in the District, and minimize the future requirements for
federal support. These are important goals, and are entirely consistent
with Congressional oversight requirements.

The Andersen report noted deficiencies in a number of areas.
Inadequacies in billing procedures, records of accounts receivable and
%rant accounting reduce the revenues which are collected by the

istrict Government from various sources. Deficiencies in payroll
control, purchasing and material management, and welfare payment
accounting can lead to expenditures in excess of those actually re-
quired. Improvements in these areas would be useful in closing the
prc]agected gap between income and spending.

fficiencies in the operation of government can be realized, thus
reducing cost and increasing productivity. For example, the provision
of timely financial information to District management, and the
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elimination of duplicate or wasteful systems, would permit fewer
employees to be even more responsive to changing needs. -
: I‘Elna.lly, the provisien of accurate financial reports to the public
can have beneficial effects. Such information, especially if attested to
by an independent public accountant, would undoubtedly improve
investor confidence in District securities. The District will have to go
to the municipal bond market to finance capital improvements, and
the improvements to be wrought through this legislation could
substantially merease demand and reduce borrowing costs. ‘
It should also be pointed out that such information would permit
Congress to exercise more effectively its oversight function. The
Committees on Appropriations could have greater confidence in the
budget data presented to them, and the Committees on the District of
Columbia would be in a better position to evaluate District requests
for additional sources and amounts of funding. ;
The General Accounting Office, which by law has a key role in
monitoring the financial operations of the District, has repeatedly
stated the need for improvements in the District’s bookkeeping and
reporting practices. The Comptroller General of the United States
has expressed his support for this legislation. .
Many of these potential cost-benefit improvements are specified
later in this report.

DESCRIPTION OF THE LEGISLATION

The legislation reported to the Senate is designed to facilitate the
upgrading of the financial management and reporting system of the
District of Columbia. H.R. 11009, as amended by the Committee,
would provide both a method for Congressional oversight of the
development of new systems and financing with federal funds, since
the Committee believes that this work should have been done prior
to the granting of home rule. i

In order that this modernization program be properly implemented,
it is the view of the Committee that experts from outside the govern-
ment should be retained to design the needed new systems. This view
is shared by the consultants to the Committee (Arthur Andersen & Co.)
and by the Comptroller General. 1 o7

Especially important in such a program is the training of the
operational personnel who will be called upon to operate such new
systems as are installed. The legislation therefore requires consultation
with the District during the design phase and training of District
employees during the installation of new systems, thus placing an
obligation on any contractor not only to install & system but also to
ensure its proper use. The Mayor and the Council of the District of
Columbia would of course be kept informed of the progress of all such
work.

It is expected that the design and implementation of the new sys-
tems will take three to four years. For this period, a joint Congressional
committee will be created, composed of the chairmen of the Senate and
House District Committees and the chairmen or their designees of the
Senate and House Appropriations Committees. w, .

Tt is our hope that the chairmen of the Appropriations Committees
will designate the chairmen of the subcommittees on the District of
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Columbia (if such a committee continues to exist) as his delegate on
such joint committee. The joint committee in consultation with the
Mayor, Chairman of the D.C. Council and with the advice and tech-
nical assistance of the Comptroller General and his staff will determine
how best to proceed to update the financial reporting system of the
District of Columbia. y

It is the Committee’s hope that the Andersen report will form a
basis for the discussion of how to proceed and that, as in the Andersen
report, the job will be subdivided into a number of contracts so that
various of the certified public accounting firms which might be used by
the District to conduct the annual audit will gain experience in work-
ing with the District Government. It is also hoped that local and
minority firms will be able to take part in this process, not only as
subcontractors, but also as a prime contractor on at least one of the
contracts. X

Although the legislation provides for substantially all of the work
that is thought at this time to be necessary, that is not meant to imply
that all of the projects are to be undertaken simultaneously. Rather,
it is expected that the joint committee, relying heavily on the exg_er-
tise of the Comptroller General and his staff, will seek to establish
interim goals to be achieved, awarding additional contracts only upon
successful completion of earlier steps. In his report of February 27,
1976, the Comptroller General suggested a sequence of tasks that may
be an appropriate method of pacing the work to be done: )

1. Design, in conformity with generally accepted accounting
principles, financial statements which will present fairly the
financial position and results of operations of the respective Dis-
trict Government funds.

2. Identify the financial information needed by the Congres-
sional committees with responsibilities for the District govern-
ment, the City Council, and the Mayor and his staff. -

3. With the assistance of District Govemment_z pe}'sonnel, iden-
tify all financial information needed by each District agency. A
special effort should be made to identify the information needed
by the heads of the agencies and their staffs, intermediate level
managers, and the managers of major programs and functions,
because little attention has been given to their needs in the past.

4. Prepare formats of the reports that must be produced to
satisfy the identified needs for financial information and obtain
verification from the intended recipients that the reports will be
adequate. In performing this task, the report formats prepared
for FMIS should be used to the extent possible._ 1

5. Identify the most logical source for each item of financial
information on the formats of the financial statements and reports.

6. Group the identified sources of information into a logical
structure of accounting systems, establish the boundaries for each
system, prepare a description of each system, and identify the
interfaces between systems.

7. Evaluate the work that has been performed on FMIS and
incorporate as much as possible into the new structure of systems.

8. Design as many of the new systems as possible during the
remainder of the 2-year period, starting with those most vital to
producing the information needed to prepare financial statements

- and reports to the Congress, City Council, and Mayor.
8.R. 101F
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9. After the designs have been a proved by our office, the
contractor sl}ould_hel_p the District ovemmen);; implemen;; the
systems, train District Government personnel to operate the
systems, and prepare an accounting manual for each system. The
requirements of the Distriet of Columbia to meet ongoing needs
must not be ignored while new systems are being designed and
installed.

While the chairman of the joint committee will be the official
responsible for signing the contracts, it is expected that the actual
work of supervising the contracts and their implementation will fall
upon the Comptroller General and his staff. This is not only because
he ultimately will be responsible for approving any system changes
but also because he iz the Congressional advisor on accounting and
financial systems. Of course, prior to the im lementation any
system, the approval of the Comptroller Generaf will be required.

The bill further indicates that a balance sheet, audit and as many

as two complete audits will be conducted under contracts entered into
by the joint committee. The Committee hopes that a limited balance
sheet audit of the books and records of the District of Columbia can
be undertaken for Fiscal Year 1977, and that fairly complete audits
can be performed at the close of Fiscal 1978 and Fiscal 1979. As it is
conceivable that unforeseen events would make any or all of such
audits either impossible or prohibitively expensive, the Comptroller
General is empowered to specify what auditing requirements are to
be met for Flgcal Years 1977, 1978, and 1979. The joint committee
should determine the desirability of having the firm, which is awarded
the contraet to create and implement the ﬁnancial management infor-
mation system, do these audits. Such firm will by the nature of the
work be the lead firm charged with the responsibility of harmonizing
the work of other firms. However, we would expect that the joint
committee will award the other major components of the system to
different firms.
. When the Mayor, who is elected in November, 1978, assumes office,
1t will be his responsibility with the advice and consent of the Council
to select an auditing firm which will conduet an annual audit for each
of the four succeeding years. At the end of that period, a new firm
will be selected, and the firm which had the previous contract may
not succeed itself. If a firm were to resign or be replaced for cause
during the four-year period, a new firm could be chosen to continue
the contract. That successor firm, it is expected would be allowed to
bid for a full contract period.

The bill also creates an audit commission, modeled after audit.
committees which have been created in many large corporations which
would be composed of the Chairman or his designes of the Senate and
House and Senate Ap ropriations Committee, the Chairman of the
D.C. Council, and the Chairmen of the Council Committees on Budget
and on Finance and Revenue. It is expected that, as in the private
sector, it is to this commission that the auditors will report. And if
there should be any problems that the auditors are unable to resolve

with the executive, it would be to this commission whieh ultimately
holds the purse strings of the District that the auditors would turn.
Of course, at the time that the District takes over the choice of selecting
the auditor, it will also take over the obligation of paying for such work.

S.R. 1015
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Hearings on H.R. 11009, as it passed the House of Representatives,
and 8. 3608, the text of which was substituted as the Committee
amendment, were held on June 28, 1976. The Comptroller General
of the United States, the Mayor of the District of Columbia, the

financial reporting and management capabilities of the District of
Columbia.

The Committee unanimously approved reporting H.R. 11009 with
the text of S. 3608 substituted on v})une 29, 1976.

COST ESTIMATES, PURSUANT TO SECTION 252(a) OF THE LEGISLATIVE
REORGANIZATION ACT OF 1970

Pursuant to Section 252(a) of the Legislative Reorganization Act
of 1970 (Public Law 91-510), the Committee estimates the cost that
would be incurred in carrying out this legislation is as follows:

o e Llacel yolrd0VRI 0 il sel 1o i tidc ity adn gt $5, 000, 000
¥ 4he Hooal MRnuIE. cuseri] ol seompleran oy AL, 10, 000, 000
For $he Hatab Sommiarn’ yig Do f o G Sehstane oied 5, 000, 000

SUMMARY OF POTENTIAL SAVINGS IF THE ANDERSEN REPORT RECOMMENDATIONS ARE FOLLOWED

Andersen report

Volume No. Page Description of problem Possible savings

I 11 Possible loss of water/sewer billings and cash Thousands if not several millions.!

vi 20 flow from interest on money.

V{ 25_29} Loss of solid waste and special services revenue.__ Several millions,1

| 12" Neighborhood health clinics lacks billing and Several hundred thousands, possibly mil-
v 10 collection efforts. 3 i lions.1 J1

13 3d-party reimbur. s for medicare, medicaid, Probably several mition,t
and insurance programs are inadeguate, Aty

! 13 Hospital receivables for delinquent accounts are $10,000,000 to $20,000,000 (plus medicaid

v 11 over $100,000,000.

. reimbursements 1),
14 Grant programs can be overspent causing claim Several millions.t
i 117,171 disallowances or advances can be underspent

resulting in refupd.

! 15 Inaccurate accumulation of cost being incurred for Do.
mn 118 ﬁrants are resulting in disallowance of reim-
ursement.

17 Erroneous t;))ul:'lic assistance payments could be Hundreds of thousands.1
reduced by improved Iinformation systems,

18 Loss of interest due to inability to properly plan Do.

45 and use cash float.

24 Poor internzl controls over payroll system result- Unknown, probably hundreds of thousands.!
” gg ing in potential fraud,

High operating cost of present payroll system.____ Thousands.1
Duplicate parallel financial systems at major Hundreds of thousands.2

=-32-
8

R ——

L=t
-3 g.k
~3
—

3 agencies.
1l 1 Budgetary controls are inadequate which allows Several thodsands.1
i 166 authorized spending levels to be overspent.

46 Numerous activities are still performed manually Several millions.s
A7 requiring ;ubstantial clerical effort. Some of

these include—
See footnote at end of table.
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SUMMARY OF POTENTIAL SAVINGS iF THE ANDERSEN REPORT RECOMMENDATIONS ARE FOLLOWE

Andersen report
e il
Volume No. Page. Description of prablem

. 2
Budget preparation.

4 lgg A:nﬁal gndpsick leave balances.

111 Various tax revenue systems.

120 Vendor invoice processing. ,
I 139,%1451 The %ﬁ?l:)‘::rresmg%t system is cun:ll;z;,rsome and Thousands.
1F 109, l112 Tar;((mu“dant aﬁgniqbsmnn:%r‘naq s taxes (i.e. ‘Several millions.!

+ >

be increased.
114 Colction of s raceivables could b improved. ... Hundreds of thousands.

i Several millions.!
improvements could generate
i calsehssr?:ﬂ:rgz;n::;onsg or greater interest income. Aol
H Proper inventory planning and control could reduce  Millions.!
i e current and future investment levels. T
v 148 Depreciation accounting computations could in- Possibly millions.

a : 1
crease ":‘,’,’{}‘.ﬁi for intragovernmental services Thousands.

Possible savings

T

152 Improvedg o ;
156 Us?:g‘: service bureau for motor fleet management $50,000.
i in- ‘esources. Gty
160-169 1:43?.',313 °€éé‘n"a‘i"?§a$age;nem of ADP efforts, Several millions.
3 ipment and organization. ik
vit 12,13 RLB;\]?:F NCHA billings are not controlied. ... Thousands

1 Represents estimated annual possible savings for a minimum of 5 subsequent years.
SECTION-BY-SECTION ANALYSIS

The first section of the bill establishes a tham gfra 'Jo'll‘nlfecjgirﬁt

ittee on Financial Qversight of the District of Colum g.h Lot
o mittee will consist of four members, the .respectnif Ca !
zﬁm Committees on the District of Columbia and the ( omtl,ntives

eA riations of the Senate and the House of Repres&;ri af g
OTI}11e Ppig:;pcommittee will be authorized, with the apﬁrgv Oittees
apprggriate chairman thereof, to utilize employees of such Comm

in carrying out its functions.

t. 2 . . . -
SegZZZOn 2(a) of the bill immposes on :}I:e ]j(t))lirrlft cggx&%:get}é% tf)eurl;ﬁ;;;;g
to select such qualified persons as the X i g

lopment and implementation of :
necgiiaa% (f? rtlf(}al ego(if:r%m%nt of the District of Columbia fox('i thg 1&%1
Ogse of improving the financial planning, reporting, an - ;:0 i
gystems of such government(.}The ]{)mtt},-1 collﬁr;;g;ee ;; é'egﬁlér% o
vi Comptroller General, the Mayor, .
z}ﬂth?%loggil (?f &e‘ District of Columbia prior to selecting such
pegstfl?sséction (b) of section 2 requires each such contx;actt; f(i:ntl:g
development and implementation of a system improvemeén: thiII)1 =g
Onttﬁlll) ‘a provision requiring the contractor to include wi -
g)lan proceSures for the establishment of %n tp'lclhg:lI[;;gs g&?ﬁgc%ll'ggﬁé
i rsonnel of the government o 1 ;
v?ll;o()sgegitligsg ilr)lirolve matters covered by such 1117'1&11 in order to glf'osvdgﬁ
training for such personnel in connection with the operation
£yl Ssiﬁgééqtion (c) of sec}:ltion hﬁpaovides tltat,d :\t;ﬁprsﬂﬁﬁﬁiﬁpi};l 211112
joi mmi ified ‘person to ] em,
i, o R L i hall enter into a
any such plan, the chairman of the joint committee s .
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ggg&:ggtpmﬁh that person for the development and implementation
ubsection (d) (1) of section 2 sets forth certaj risi i
are required to be included within each such aégnﬁ.:g&%?:hm}il;cgh
among others, scope of work to be performed and schedules for report:
mgS, ai)nd (%(_)mp%gt)uczn)ar}d implementation dates. :
ubsection 2) of section 2 requires periodic reports by the con-
tractor to the joint committee an. i cerm'ngy o
tovSvaid compl«zt%c{l(l of such contracatl,. £ -Bhe e e Nl
ubsection (e) (1) of section 2 requires the contractor -
gllzfl;lm% :tfe ;n%rosggil pl:,n 01}'1 palrt thegeof relating to the dés?gglzfcg?y
mit suc
forSh{)s < ad et Plan or part to the Comptroller General
ubsection (e) (2) of section 2 Tequires the contractor, upon the
:ﬁ;zlxlplggim oi fmslgcﬁu;h plzg ort partbthereof relating to vgvorI]): other
system to i
Cosmlp;trolt‘er G(ex)lzerf,l fFr is consideil;tilf)lllltj e e Pashotn the
ubsection (e)(3) of section 2 requires each contrac i
sugm}ttmg any such plan or part qto the Com trollertoé'enlzr'lglr :g
submit such plan or part to the lead contractor (tlll)e contractor ha\;ing
responsibility for the development and implementation of a financial
Mmanagement system improvements plan pursuant to section 2(a)
of the bill) for his review, comments, and recommendations in order to
coordinate such plans. A copy of such comments and recommenda-
tions shall be made available to the Comptroller General.
'flll{bseﬁtlog (e)(4) of section 2 authorizes the Comptroller General,
VVll n the sixty-day period following the receipt by him of any such
11})}1:111 o;' part, to approve, disapprove, or modify any such plan or part
hereo » 10 whole or in part, after he has first consulted with the Mayor
the Council of the District of Columbia, and the joint committee. An;y;
SLIC{I plan or part approved or modified by the Comptroller General
? all be submitted by him, as so approved or modified, to the Congress
or 1its information. ith respect to any such plan or part which the
Comptroller General disapproves, the Comptroller General is re-
quired to submit such plan or part so disapproved to the Congress for
its_information, together with his reasons for such disapproval.
Subsection (f) of section 2 deems each such plan or part so approved
oi' modified by the Comptroller General to be a part of the financial
planning, reporting, accounting, control, and operating procedures of
Jt:\lIle government of the District of Columbia as so approved or modified.
eff(:a c;t);lan or part disapproved by the Comptroller General shall take
Subsectipn (g) of section 2 requires the District Government, with
the assistance of the appropriate contractor, to implement such gf;n
or part so approved or modified in accordance therewith.. The Comp-
troller General has the responsibility of monitoring such implementa-
tion and reporting to the joint cemmittee.

Sectron 3

Subsection (a) of section 3 requires the joj i
: joint committee to under-
{;)ake if the Comptroller General advises that such work is feasib?g
Cylmeal}s of a certified public accountant lcensed in the District of
olumbia, a balance sheet audit of the financial position of the
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District of Columbia as of September 30, 1977, and preseribes the
manner in which such sudit is to be carried out.

Subsection (b) of section 3 requires the joint committee to under-
take if the Comptroller General advises that such work is feasible,
by the same means as provided under subsection (a) of section 3,
an audit of the financial position and results of operations for Fiscal
Years commencing October 1, 1977, and October 1, 1978, and pre-
scribes the manner in which such sudits are to be carried out.

Subsection (¢) of section 3 provides that such audits are to be
carried out in accordance with generally accepted auditing standards
and the financial statements are to be prepared in accordance with
generally accepted accounting principles. The results of such audits
are to be submitted to the Congress, the President, the Council, the-
Mayor, and the Comptroller General.

Subsection (d) of section 3 gives each contractor access to books,
accounts, records, étc., of the government of the District of Columbia.

Section 4

Subsection (a) of section 4 requires the government of the District of
Columbia, commencing with the fiscal year beginning October 1, 1979,
and each fiscal year thereafter, to conduct, out of funds of the govern-
ment of the District of Columbia, an audit of the financial operations
of the government of the District of Columbia. Such audits are required
to be conducted by a certified public accountant licensed in the District
of Columbia and carried out in accordance with generally accepted
auditing standards and the financial statements prepared in accordanep
with generally accepted accounting principles.

Subsection (b) of section 4 requires such audits under subsection (a)
of section 4 to be carried out by a qualified person selected by the
Mayor, subject to the advice and consent of the Council. Each person
so selected shall conduct audits for each of four fiscal years. The person
selected for one four-year period shall not suceeed himself. The Council
shall have 30 days within which to act on any such selection. If the
Council rejects any such person so selected, the Mayor is required to
submit a second selection. If such second selection is rejected by the
Council, the Chairman of the Committee on Appropriations of the
House of Representatives shall, jointly, select a qualified person to
conduct such audits. If the Council fails, within the prescriged time,
to act on any such person so selected by the Mayor and submitted to
the Council, the Mayor is authorized to enter into a contract with that
person providing for the conduct of such audits.

Subsection (¢) of section 4 requires the Mayor to submit copies of
each such audit so conducted to the Congress, the President, the
Council, the Mayor, and the Comptroller General.

Subsection (d) of section 4 establishes an Audit Control Cemmission
of the District of Columbia to be comprised of the Chairman of the
Appropriations Committee of the Senate or his designee, the Chairman
of the Appropriations Committee of the House of Representatives or
his designee, the Chairman of the Council of the District of Columbia,
the Chairman of the Committee on the Budget of the Council of the
District of Columbia, and the Chairman of the Committee on Finance
and Revenue of the Council of the District of Columbia. The functions
of the Commission shall be to discuss with the auditing firm prior to

S.R. 1015



10

the beginning of an andit, the scope of the audit, the District’s account-
ing principles, policies, and practices, recent developments in account~
mi principles or reporting practices that may affect the District, and
other relevant matters. The Commission is further required to discuss
with the auditing firm after the completion of each year’s audit, the
results of the audit, and other relevant matters. The (z:ommission shall
come into existence on the date of the execution by the Mayor of a
contract for the conduct of such audits pursuant to the first sentence
of subsection (b) of section 4.

Section 5

Subsection (a) of section 5 provides that gll costs and expenses
arising out of any contract entered into pursuant to the bill fl())r the
development of a systems improvement plan (including its imple-
mentation) referred to in section 2 of the bill shall be an obligation of
the Distriet of Columbia to be paid out of federal appropriations
authorized in subsection (c).

Such subsection further provides that any and all assistance provided
by the Comptroller General in connection with the carrying out of
this Act shall be on a reimbursable basis.

Subsection (b) of section 5 provides that, upon certification by the
Chairman of the joint committee to the Mayor of any amounts due
and payable to any person on the basis of a contract entered into
pursuant to section 2 of this Act, or to the Comptroller General on
the basis of assistance furnished by him pursuant to this Act, that the
Mayor shall pay such amount to that person or to the Comptroller
General in accordance with such certification.

Subsection {¢) of section 5 authorizes appropriations for making
payments under contracts entered into by the chairman of the joint
committee pursuant to section 2 of the bill, including audits contracted
for by the joint committee pursuant to section 3 of the bill, and for
making payments to the Comptroller General by way of reimburse-
ment to him for costs which he incurs in providing assistance under
the bill. The amount authorized to be appropriated is such sum as
may be necessary, but not to exceed $20,000,000.

Section 6
Section 6 defines ‘““person” as any individual, partnership, firm,
corporation, or other entity, and defines “government of the District
of Columbia’” to include the Mayor of the District of Columbia, the
Council of the District of Columbia, and all agencies (as defined in
garagraph (3) of section 3 of the District of Columbia Administrative
rocedures Act (D.C. Code, sec. 1-1502 (3), (4), and (5)).

Section 7

Section 7 proyides for the termination of the joint committee thirty
days after notification by the Comptroller General to the joint com-
mittee of the completion and implementation of all plans and designs
and after final payment of all contracts entered into pursuant to
section 2 and 3 of the bill.

©)
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94TH CONGRESS } HOUSE OF REPRESENTATIVES { RreporT
2d Session : No. 94-1381

FINANCIAL PLANNING, REPORTING AND CONTROL SYS-
TEMS FOR THE GOVERNMENT OF THE DISTRICT OF
COLUMBIA

Aveusrt 3, 1976.—Ordered to be printed

Mr. Digas, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accommpany H.R. 11009]

The committee of conference on the disagreeing votes of the two
Houses on the amendment of the Senate to the bill (H.R. 11009) to
provide for an independent audit of the financial condition of the
government of the District of Columbia, having met, after full and
free conference, have agreed to recommend and do recommend to their
respective Houses as follows:

That the House recede from its disagreement to the amendment of
the Senate and agree to the same with an amendment as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

That there is hereby established the Temporary Commission on Fi-
nancial Oversight of the District of Columbia (hereinafter referred
to as the “commission”).

(b) The commission shall consist of eight members as follows :

(1) three Members of the Senate appointed by the President of
the Senate (or any designee of any such Member so appointed,
which designee shall act for such Member in his stead) ;

(2) three Members of the House of Representatives appointed
by the Speaker of the House of Representatives (or any designee
of any such Member so appointed, which designee shall act for
such Member in his stead) ; _

(3) the Mayor of the District of Columbia (or any designee of
the Mayor, which designee shall act for the Mayor in his stead) ;

(4) the Chairman of the Council of the District of Columbia
(or any designee of the Chairman, which designee shall act for
the Chairman in his stead).

(¢) Five members of the commission shall constitute a quorum.

(@) (1) A chairman and vice chairman. of the commission shall be
selected by a majority vote of the full commission from among the
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members thereof. The vice chairman shall act in the place and stead
of the chairman in the absence of the chairman.

(8) The commission is authorized to establish such operating pro-
cedures as it determines necessary to enable it to carry out its functions
under this Act.

(e) The first meeting of the commission shall be called by the
Majority Leader of the Senate and the Speaker of the House of Rep-
resentatives, jointly.

(f) The commission is authorized to utilize the personnel of the
government of the District of Columbia, with the approval of the
Mayor, or the Chairman of the Council of the District of Columbia,
as the case may be, and the Committee on the District of Columbia of
the Senate, the Commiittee on the District of Columbia of the House of
Representatives, the Committce on Appropriations of the Senate, or
the Committee on Appropriations of the House of Representatives,
with the approval of the Chairman of such Committee. The commis-
sion is authorized to utilize, on a reimbursable basis, the services and
personnel of the General Accounting Office to assist the commission in
carrying out its functions under this Act.

Skc. 2. (a) For the purpose of meeting the responsibilities imposed
by the Constitution on the Congress with respect to the District of
Columbia, it shall be the function of the commission, after consulta-
tion_with the Comptroller General, to select such qualified persons
as the commission may determine necessary for the development of
certain plans on behalf of the government of the District of Colum-
bia (including assistance in the implementation thereof) for the pur-
pose of improving the financial planning, reporting, and control sys-
tems of such government. Plans to be considered for development
and, implementation pursuant to this Act shall include, among others,
plang. for the following : immediate improvement in financial control
and reporting ; assessing the scope of further necessary improvements ;
financial management system. improvements; personmel-payroll sys-
tem improvements; water-sewage billing and information system

improvements; purchasing and material management system om-
provements; property accounting system improvements; real prop-
erty system improvements; welfare payments system improvements;
human resources eligibility, payment, and reporting system improve-
ments; health care financial system improvements; and traffic ticket
system conirol improvements.

(8) Each contract entered into with a person pursuant to subsection
(¢) of this section for the development of a system improvements plan
shall contain a provision requiring that person to include within such
plan procedures. for the establishment of an ongoing training pro-
gram for operating personnel of the government of the District of
Columbia whose duties involve matters covered by such plan or part
thereof in order to provide training for such personmel in conmection
with the operation of such system. Each such contract shall further
contain provisions compamgﬁ to those provided by Standard Form.
32, section 1-16.901-32 of title 41, Code of Federal Regulations.

(¢) Upon the selection by the commission of each qualified person
to develop and implement a plan pursuant to this section, the chairman,
of the commission shall enter info a negotiated fixed price contract or
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conémcts with that person for the development and implementation of
such plan.

(d) (1) Each such contract so entered into shall set forth the scope
of the work to be performed, amounts to be thereunder, and a
schedule of reporting and completion dates, including a schedule of
implementation dates, for each portion of such work. Each contractor
shall have full access to such books, individuals, accounts, financial
records, reports, files, and other papers, things, or property of the
government of the District of Columbia as such contractor deems nec-
essary to complete such contract. The Comptroller General shall have
full access to all documents produced wunder each contract.

(2) After establishment of the schedule for completing each such
contract and until the completion of such contract, each contractor
shall report, at such. time as such contract shall provide, to the commis-
sion and the Comptroller General on the progress toward completion
of such contract, except that each such contractor shall report af least
once during the one-hundred-and-eighty-day period after establish-
ment of such schedule for completion of such contract.

(e) (1) With respect to any such contract or part thereof involving
the design (including a preliminary design) of a system referrved to in
subsection (a) of this section, the contractor, wpon the completion of
the plan or part relating to such design (z’nelmgng procedures for its
implementation), shall submit such plan or part, together with a
schedule for its implementation, to the Comptroller General,

(2) With respect to any such contract involving work other than
the design of such a system, the contractor, upon the completion of the
plan or part thereof relating to such work, shall submit such plan or
part thereof, together with a schedule for implementing suck plan or
part, to the Comptroller General.

(3) Notwithstanding the foregoing provisions of paragraphs (1)
and (2) of this subsection, in no case shall any contractor under this
Act submit a plan, part, or schedule to the Comptroller General unless
such plan, part, or schedule has first been submatted by that contractor
to the contractor responsible for the development and implementation
of a financial management system improvements plan for such con-
tractor’s review, comments, and recommendations, 4 copy of such com-
ments and recommendations, if any, shall be submitted, together with
such plan, part, or schedule, to the Comptroller General in accordance
with paragraphs (1) and (2) of this subsection.

(4) Within the sixty-day period following the date of the receipt
by him of such plan or part thereof, and after consultation with the
commission, the Comptroller General shall approve, disapprove, or
modify such plan or part (including any schedule for the implementa-
tion thereof), in whole or in part. On or before the expiration of such
sizty-day period, the Comptroller General shall submit such plan or
part, as 8o approved, modified, or disapproved to the Congress for its
consideration, together with his reason for such modification or
disapproval.

(Y (1) Each such plan or part thereof so approved by the Comp-
troller General without modification shall be deemed on the date of~
such approval, to be a part of the financial planning, reporting, ac-
counting, control, and operating procedures of the government of the
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District of Columbia. Each such. plan or part thereof modified by the
Comptroller General shall, upon the expiration of the Forty-five-day
period of continuous session of the Congress following the date on
whick such modified plan or part thereof is so submitted to the Con-
gress, be deemed to be a part of the financial planning, reporting, ac-
counting, control, and operating procedures of the government of the
District of Columbia, wunless within such forty-five-day period, the
Congress adopts a concurrent resolution disapproving the action of
the Comptroller General with respect to such modifications. In any
case in which any such concurrent resolution is so adopted by the Con-
gress, such plan or part thereof, as it existed immediately prior to any
such modification, shall be deemed a part of such procedures as of the
date of the adoption by Congress of such concurrent resolution. No
such plan or part thereof disapproved by the Comptroller General
shall take effect, unless, within such forty-fwe-day period following
the date of its submission to the Congress, the Congress adopts a con-
current resolution disapproving the action of the Comptroller Gen-
eral in disapproving such plan or part thereof. If such action of the
Comptroller General is so disapproved, such plan or part thereof shall
be deemed a part of such procedures as of the date of the adoption by
Congress of such concurrent resolution. .

(£) For purposes of this section, the continuity of a session of Con-
gress is broken only by an adjournment of the Congress sine die, and
the days on which either House i3 not in session because of an adjourn-
ment of more than three days to a day certain are excluded in compu-
tation of such forty-five-day period.

(g) With respect to any such. plan or part so deemed to be a part of
the financial planning, reporting, accounting, control, and operating
procedures of the government of the District of Columbia under sub-
section (f) (1), the Mayor of the District of Columbia, with the as-
sistance of the contractor responsible for such plan or part, shall im-
plement such plan or part for the government of the District of
Columbia in accordance therewith. The Comptroller General shall
monitor such implementation and report as he deems appropriate to
the commission.

Skc. 3. (a) (1) For the purpose of meeting the oversight responsi-
bilities imposed by the Constitution on the Congress with respect to
the District of Columbia, the Congress hereby authorizes the commis-
séon, in accordance with the provisions of paragraph (2) of this sub-
section, to cause to be undertaken, on behalf of the government of the
District of Columbia, by a certified public accountant licensed in the
District of Columbia, a balance sheet audit of the financial position
of the District of Columbia as of September 30, 1977. Such audit
may—

(A) include an identification of assets, liabilities, accumulated
surplus or deficit; and

(B) emclude statements of revenues and expenses, changes in
fund balances, statements of changes in financial position for en-
terprise funds, and property and equipment. v

(2) The balance sheet audit authorized by paragraph (1) of this
subsection shall cover the financial position of the District of Colum-
bia as of September 30, 1977, unless the commission, on or before

-
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August 1, 1977, is notified by the Comptroller General to the effect
that such an audit as of that date is not practicable, in which case the
commission is authorized to couse to be undertaken a balance sheet
audit of the financial position of the District of Columbia as of such
date as the Comptroller General shall recommend to the commission.

() The commission is further authorized to cause to be under-
taken, on behalf of the government of the District of Columbia, by
a certified public accountont licensed in the District of Columbia, an
audit or audits of the financial position and results of operations of
the District of Columbia for each fiscal year or years newt following
September 30, 1977, or the date recommended by the Comptroller
General for the conduct of a balance sheet audit pursuant to subsection
(@) of this section, whichever last occurs, and which precede the fis-
cal year commencing October 1,1979.

(¢) Upon the selection by the commassion of each qualified person
to conduct an audit pursuant to this section, the chairman of the com-
mission shall enter into a negote’atefdﬁzed price contract with that
person for that purpose. Each such audit shall be carried out in accord-
ance with generally accepted auditing standards and the financial
statements shall be prepared in accordance with generally accepted
accounting principles. The results of each such audit shall be submstted
to the Congress, the President of the United States, the Council of
the District of Columbia, the Mayor of the District of Columbia, and
the Comptroller General. ‘

(d) Such contractor shall have full access to such books, individuals,
accounts, financial records, reports, files, tax returns, and other papers,
things, or property of the government of the District of Columbia as
such contractor deems necessary to complete each such audit required
by such contract.

Sec. 4. (a) For the fiscal year beginning October 1, 1979, and each
fiscal year thereafter, the government of the District of Columbia shall
conduct, out of funds of the government of the District of Columbia,
an audit of the financial operations of such government. Each such
audit shall be conducted by a certified public accountant licensed in
the District of Columbia and carried out in accordance with generally
accepted auditing standards and the financial statements shall be pre-
pared in accordance with generally accepted accounting principles.

(86) For the purpose of conducting an auwdit for each such fiscal
year as required by subsection (a) of this section, the Mayor of the
District of Columbia shall, on or after January 2, 1979, select, subiect
to the advice and consent of the Council of the District of Columbia,
a qualified person to conduct such audits for the fiscal year com-
mencing October 1, 1979, ond the next following three fiscal years.
Thereafter, each individual elected as Mayor in a general election held
for Mayor of the District of Columbia sholl, on or after January 2
newxt following his or her election to, and the assuming of, the Office
of Mayor, select, subject to the advice and consent of the Council of
the District of Columbia, a qualified person to conduct such audits for
the fiscal year commencing October 1 of the calendar year in which
such Mayor takes office, and the newt following three fiscal years. The
person, previously selected for a four-year period shall not succeed him-
self or herself. I'f the Council fails to act on any such selection within
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a thirty-day period following the date on which it receives from the
Mayor the name of such person so selected, the Mayor shall be au-
thorized to enter into a contract with that person for the conduct of
such audits. If any person so selected by the Mayor to conduct any
such audits for such fiscal years is rejected by the Council, the Mayor
shall submit to the Council the name of another qualified person. se-
lected by the Mayor to conduct such audits. In the event that the
Council rejects the second person so selected by the Mayor, the M ayor
shall, within thirty days following that rejection, notify the chairman
of the {Jommgttee on Appropﬁiations of the Senate and the chairman
of the Committee on Appropriations of the House of Representatives,
i writing, of that fact. Within fifteen days following the receipt of
that notice, such chairmen shall jointly select a person to conduct such
audits and shall inform the Mayor, in writing, of the name of the
person so selected. Within ten days following the receipt by the Mayor
of such name, the Mayor shall enter into a contract with such person
pursuant to which that person shall conduct such audits for such fiscal
years as herein provided.

(¢) The Mayor shall submit a copy of the audit report with respect
to each such audit so conducted to the C'ongress, the President of the
United States, the Council of the District of Colwmbia, and the Comp-
troller General.

Skc. 5. (a) For the purpose of making payments under contracts
entered into under sections 2 and 3 of this Act, for reimbursing the
Comptroller General under subsection (f) of the first section of this
Act, and for meeting other expenses incurred by the commission under
this Act, there is authorized to be appropriated to the commission the
sum of $16,000,000, of whick $8,000,000 shall be from funds in the
T'reasury not otherwise appropriated, and $8,000000 shall be from
funds in the Treasury to the credit of the District of Columbia. Sums
appropriated pursuant to this section are authorized to remain avail-
able until expended.

(b)Y No funds appropriated pursuant to subsection (@) of this sec-
tion out of funds in the Treasury to the credit of the District of Colum-
bia may be used for any payment under any contract entered into pur-
suant to section 2 or 3 of this Act, for any payment as resmbursement
to the General Accounting Office, or for ewpenses of the commission,
in an amount greater than 50 per centwm. of the total amount of any
such paymend. ,

(¢) The chairman of the commission may enter into contracts under
sections 2 and 3 of this Act only to the extent and in such amounts as
are ided in appropriation Acts.

£c. 6. As used in this Act,the term— .

(1) “person” means any individual, partnership, firm, corpo-
ration, or other entity; and ,

(2) “government of the District of Columbia” includes the
Mayor of the District of Columbia, the Council of the District
of Columbia, the courts of the Dustrict of Colwmbia, and all
agencies (as defined in paragraph (3) of section 3 of the District
of Columbia Administrative Procedure Act (D.C. Code, sec.
1-1502 (3))).

Skc. 7. Thirty days after notification by the Comptroller General
to the commission of the completion and implementation of all plans
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and designs under this Act, or thirty days after final payment of all
cow,tmc;g entered into Wsrz;anﬁ to sections 2 and 3 of this Act, which-
ever last ocours, the commission shall cease to exist.
And the Senate agree to the same.

Cuarres C. Diges, Jr.,

Warter E. FAUNTROY,

Taomas M. Rues,

Romax L. Mazzowa,

Jamzs R, Maxnw,

HzereerT E. Harris 1T,

Dax Dawier,

Gureert GUDE,

Cuaries W. WHALEN, JT.,

S. B. McKINNEY,

Mamagers on the Part of the House.

Tuaomas F. KacLeTON,
Dantei K. INoUYE,
Aprar E, STEVENSON,
Joux GLENN,
Cuaries McC. MaTHias, Jr.,
Dewuy F. BARTLETT,
Jake GARN,
Managers on the Part of the Senate.



- JOINT EXPLANATORY STATEMENT OF THE
COMMITTEE OF CONFERENCE

The managers on the part of the House and Senate at the Conference
on the disagreeing votes of the two Houses on the amendment of
the .Senate to the bill (H.R. 11009) to provide for an independent
audit of the financial condition of the government of the District of
Columbia, submit the following joint statement to the House and
Senate in explanation of the effect of the action agreed upon by the
managers and recommended in the accompanying conference report.

The Senate amendment struck out all the House bill after the en-
acting clause and inserted a substitute text.

The Committee of Conference has agreed to a substitute for both
the House bill and the Senate amendment to the text of the bill. The
Conference substitute conforms to the format of the Senate amend-
ment. Except for clarifying, clerical, and conforming changes, the
major differences are noted below.

COMMISSION

The House bill and the Senate amendment differed in the provisions
establishing the contracting authority for the design, development and
implementation of financial planning, reporting and control systems
for the District of Columbia in the following respects :

The House bill authorized the Comptroller General of the United
States (after consultation with the Chairmen and ranking minority
members of the Senate and House Committees on the District of
Columbia and the Appropriations Committees, and the Chairman of
the Council of the District of Columbia) to determine the scope of
the work to be contracted, select the contractor to perform each con-
tract, and determine the completion schedule.

The Senate amendment established a 4-member Joint Congressional
Committee (called the Temporary Joint Committee on Financial
Oversight of the District of Columbia) to consist of the Chairman of
the Senate and House Committees on the District of Columbia, and of
the Appropriations Committees, or the latter’s delegates, and author-
1zed the Committee (after consultation with the Comptroller General,
the Mayor of the District of Columbia and the Chairman of the Coun-
cil of the District of Columbia) to select one or more contractors to
develop plans (and assist in the implementation thereof) in specific
areas to improve the financial planning, reporting and control systems
of the District of Columbia Government.

The Conference substitute establishes an eight-member Commission
(called the Temporary Commission on Financial Oversight of the
District of Columbia) to consist of three members of the House ap-
pointed by the Speaker of the House, three members of the Senate
appointed by the President of the Senate, and the Mayor and the

(9)
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Chairman of the Council of the District of Columbia. The Conference
Committee stated its expectations that the Congressional appointees
shall be the Chairmen of the Senate and House Committees on the
District of Columbia and Chairmen of the Senate and House District
of Columbia Appropriations Subcommittees, and one ranking minor-
ity Member from either the District of Columbia Committee or the
Appropriations Subcommittee on the District of Columbia of each
House. Each Member of the Commission is authorized to name a des-
ignee to act in his absence.

The Conference substitute (Section 1) conforms to the Senate
amendment regarding the selection and functions of a Chairman and
- Vice Chairman of the Commission. The Conference substitute au-
thorizes the Commission to establish its own procedures for carrying
out its duties and to utilize the personnel responsible to the Members
of the Commission with that Member’s consent.

The House bill designated the Comptroller General as the actual
contracting officer. The Conference substitute conforms to the Senate
amendment in designating the Chairman of the Commission as the
person to sign all contracts authorized by the Commission.

SCOPE OF CONTRACTS

(1) Both the House bill and the Senate amendment provided for
contracts to be entered into for plans for improving the financial
planning, reporting, and control systems for the Government of the
District of Columbia. .

The House bill authorizéd the Comptroller General to determine the
scope of the contracts. The Senate amendment authorized the Joint
Committee to negotiate the scope of each contract, the amounts to be
paid, and the schedule for completion and implementation. The Senate
amendment also itemized certain plans, among others, to be considered
for development and implementation and imposed a requirement on
all contractors to establish an ongoing training grogram for operating
personnel of the District of Columbia, whose duties involve matters
covered by the system improvement plans developed by the contractor.

The Conference substitute (Section 2) conforms to the Senate
amendment. The Conference substitute provides for negotiated fixed
price contracts. The Conference Committee agreed that there shall be
periodic reports by the contractors on their expenses to date, their esti-
mate of additional costs which may be incurred, and their estimate of
total cost of the job. :

It is the Conference Committee’s belief that while a fixed cost con-
tract is most desirable, the Commission should be given some leeway
in determining contract details, since price is one factor to be consid-
ered. To permit the effective control of the contractor cost associated
with systems improvement work, the Commission should have the
authority to cancel contracts at any time. The liability for payment to
the contractor is limited to the charges for work actually performed,
even though the amount allocated for the work may be higher.

It is the intent of the Conference Committee that any contract en-
tered into as provided herein shall be executed by the Chairman of the
Commission and not by any person designated by him.

-
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(2) The House bill required the contractor to make progress reports
at least once each quarter to the Congress, the President, the District of
Columbia Council and the Comptroller General.

The Senate amendment required each contractor to make progress
reports at least once every 180 days until the termination of the con-
tract to the Joint Committee and the Mayor and Council of the District
of Columbia.

The Conference substitute (Section 2) conforms to the Senate
amendment and requires the contractor to make progress reports ac-
cording to the terms of the contract but requires such reports at least
once during the 180-day period after the establishment of the sched-
ule for completion of the contract.

(3) The House bill required contractors, upon completing each con-
tract, to report to the Congress, the President, the Mayor and Council
of the District of Columbia (1) his recommendations for changes in
the financial planning, reporting, and control systems of the District
of Columbia Government deemed necessary before an audit could be
conducted and (2) his schedule for implementation of such changes by
the District of Columbia employees (Sec. 1).

The Senate amendment required the contractors to submit their plans
and schedule for implementation to the Comptroller General for his
consideration.

The Conference substitute conforms to the Senate amendment and
(Section 2(e)) requires (1) the contractor to submit to the Comp-
troller General his plans, together with procedures for implementing
same, with respect to any contract involving the design of a systems im-
provement plan, or other work, upon completion of such plan or part
thereof ; and (2) prior to such submission to the Comptroller General,
the contractor shall submit such plan, part or schedule to the con-
tractor responsible for the development and implementation of a fi-
nancial management system improvements plan for his review; his
comments and recommendations thereon shall thereafter be submitted
to the Comptroller General along with such plan, part or schedule of
the contractor as per (1) above.

ROLE OF COMPTROLLER GENERAL AND CONGRESS

The Senate amendment authorized the Comptroller General (after
consultation with the Mayor and Council of the District of Columbia)
to approve, disapprove or modify plans within 60 days of receipt.
Plans and parts of plans so approved shall be submitted to the Con-
gress for its information within the 60-day period. Plans disapproved
by the Comptroller General were also to be submitted to Congress
within the same time period together with reasons for the disapproval.
The Senate amendment provided that approved plans and parts there-
of were to be deemed part of the District of Columbia’s systems. Plans
disapproved were not to take effect.

The House bill contained no such provisions.

The Conference substitute generally conforms to the Senate amend-
ment by authorizing the Comptroller General (after consultation with
the Commission) to approve, disapprove, or modify plans within 60
days of receipt (including a schedule of implementation). The same
é‘gqélirements for reporting to Congress are imposed within the same

ays.
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Each plan or part thereof modified by the Comptroller General shall
not become effective until receipt by Congress and the expiration of a
45-day period when the Congress is in continuous session, and provided
that during such time, the Congress does not adopt a concurrent resolu-
tion disapproving the action of the Comptroller General. If such dis-
approval resolution is adopted, then the plan or part, as it existed prior
to modification, becomes effective. _ .

Any plan disapproved by the Comptroller General is also subject to
the 45-day lay-over referred to, and the disapproval becomes fina] if
no concurrent resolution of disapproval is adopted by the Congress.
If, however, a resolution is adopted disapproving the Comptroller
General’s action, then such plan or part thereof is effective immediatey.

The Comptroller General is directed to monitor and report on the
implementation of plans.

ROLE OF THE DISTRICT GOVERNMENT

The House bill provided that: (1) the Mayor, assisted by the con-
tractors, should implement the changes in the District’s financial plan-
ning, reporting, and control systems, as recommended by the con-
tractors, and make quarterly reports on the status thereof to the Con-
gress, the President, the District of Columbia Council and the Comp-
troller General; (2) the Council would contract for an audit by an
independent certified public accountant upon completion of the im-
plementation of the changes, and once every three years thereafter;
and the results of the audits to be submitted to the Congress, the Presi-
dent, the Mayor and Council of the District of Columbia, and the
Comptroller General; (8) the District Government would provide
each contractor full access to its books and necessary records.

The Senate amendment provided that: (1) the Mayor implement
plans as approved by the Comptroller General; (2) the District Gov-
ernment undertake and finance annual audits for the fiscal year com-
mencing October 1, 1979; (3) the District Government shall provide
each contractor full access to its books and records, and the GAQ ac-
cess to all documents produced under each contract.

The conference substitute (Section 2(g)) generally conforms to the
Senate amendment in that it provides that the Mayor, assisted by the
contractor responsible for such plan or part, shall implement same
for the District Government; and the Comptroller General shall
monitor same, and, as he deems appropriate, report to the Commission.

The District Government is required to provide full access to its
books and records, and the Comptroller General such access to all
documents produced under each contract.

The initial audits (Section 3) are to be by contractor selected and
paid for by the Commission.

Audits of the District’s financial operations for the fiseal year be-
ginning October 1, 1979 and thereafter are to be conducted by an
auditor selected by the Mayor with the advice and consent oty the
Council of the District of Columbia, and paid for by the District
of Columbia Government (Section 4).
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AUDITS

The Senate amendment authorized the Joint Committee: (1) to
contract with a Certified Public Accountant for a balance sheet audit
of the District’s financial position as of September 30, 1977, or such
other date as the Comptroller General recommends; (2) to contract
with a Certified Public Accountant for audit of the District’s financial
position and results of operations for fiscal years commencing Octo-
ber 1, 1977 and October 1, 1978; and (3) to submit the results of such
audits to the Congress, the President, the Mayor and Council of the
District of Columbia and the Comptroller General. The Senate amend-
ment also provided that the Mayor, with advice and consent of the
Council, should, after January 2, 1979, select an auditor to serve for
4 years and conduct the annual audits beginning with the fiscal year
commencing October 1, 1979. A new auditor was to be selected every
four years. If the Mayor and the Council failed to agree, the selection
was to be made by the Chairmen of the Senate and House Committees
on Appropriations.

The House bill provided that the Council of the District of Colum-
bia authorize funds for an audit within six months after the first day
of the first full fiscal year after the Mayor had implemented the plans
and recommendations of the contractors. The House bill provided for
an audit every three years thereafter.

The Conference substitute (Section 3) conforms to the Senate
amendment and authorizes the Commission to contract for such audits
as are authorized in the Senate amendment language referred to
above. The Conference substitute also conforms to the Senate amend-
ment regarding the annual audit by the District Government.

AUDIT CONTROL COMMISSION

The Senate amendment established (Section 4(d)) a 5-member
Audit Control Commission to whom auditing firms would report prior
to beginning an audit, as to the scope thereof, and, after completion of
the audit as to the results thereof.

Neither the House bill nor the Conference substitute contains such
provision.

COSTS

The House bill required the District of Columbia to pay 50 percent
of the costs of the financial systems improvement contracts and au-
thorized the appropriation of no more than $750,000 in any one year,
and no more than $2.25 million over 8 years, as the Federal share of the
c}?stj %}so, the District would pay the costs of the audits required by
the Act.

The Senate amendment authorized a Federal payment of not in ex-
cess of $20 million of Federal funds to be appropriated to the District
to cover (1) all costs and expenses arising out of contracts made pur-
suant to the Act and implementation thereof, which would be obliga-
tions of the District of Clolumbia Government; (2) any assistance
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furnished by the Comptroller General in connection with his review
of plans called for by this Act; (3) cost of the balance sheet audit of
September 30, 1977, and the audits of the financial position and results
of operations for fiscal years commencing October 1, 1977 and Octo-
ber 1,1978.

The Conference substitute (Section 5) provides that all costs and
expenses from contracts made pursuant to this Act, and in connection
with the implementation thereof, shall be paid from the funds pro-
vided by the Act, namely, by authorization for the appropriation of
a total of $16 million, of which $8 million should be from the Treasury
(as the Federal share) and $8 million from Treasury funds credited
to the District of Columbia (as the District’s share) ; and further, that
the Treasury funds to the credit of the District may not be used for
more than 50 percent of the total payment under any contract or re-
imbursement to the General Accounting Office.

TERMINATION OF CONTRACT

The Senate amendment provided that thirty days after notification
by the Comptroller General of completion and implementation of all
plans or 30 days after the final payments are made to contractors,
whichever occurs last, the Joint Committee would cease to exist.

The House bill contained no such provision.

The Conference substitute (Section 7) conforms to the Senate
amendment with respect to the termination of the Commission.

Cuarres C. Drcos,

Warrer E. FAUNTROY,

Traomas M. REgs,

Roman L. Mazzorr,

James R. Mannw,

HerBerT E. Harris,

Dan Danrer,
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CuarLes W. WHALEN, Jr.,

S. B. McKinnEY,

Managers on the Part of the House.
TuaoMmas F. EacrLETON,

DanteL K. INouyes,

Aprar E. STEVENSON,

JouN GLENN,

CuarLes McC. MaTH1as, Jr.,
Dewey F. BarrirETT,

JAKE (GARN,

Managers on the Part of the Senate.
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H. R. 11009

Rinetp-fourth Congress of the Wnited States of America

AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the nineteenth day of January,
one thousand nine hundred and seventy-six

An Act

To provide for an independent audit of the financial condition of the government
of the District of Columbia.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That there is hereby
established the Temporary Commission on Financial Oversight of the
District of Columbia (hereinafter referred to as the “commission”).

(b) The commission shall consist of eight members as follows:

(1) three Members of the Senate appointed by the President
of the Senate (or any designee of any such Member so appointed,
which designee shall act for such Member in his stead) ;

(2) three Members of the House of Representatives appointed
by the Speaker of the House of Representatives (or any designee
of any such Member so appointed, which designee shall act for
such Member in his stead) ;

(3) the Mayor of the District of Columbia (or any designee
of the Mayor, which designee shall act for the Mayor in his stead ) ;
and

(4) the Chairman of the Council of the District of Columbia
(or any designee of the Chairman, which designee shall act for
the Chairman in his stead).

(c¢) Five members of the commission shall constitute a quorum.

(d) (1) A chairman and vice chairman of the commission shall be
selected by a majority vote of the full commission from among the
members thereof. The vice chairman shall aet in the place and stead
of the chairman in the absence of the chairman.

(2) The commission is authorized to establish such operating pro-
cedures as it determines necessary to enable it to carry out its functions
under this Act.

(e) The first meeting of the commission shall be called by the
majority leader of the Senate and the Speaker of the House of Rep-
resentatives, jointly.

(f) The commission is authorized to utilize the personnel of the
government of the District of Columbia, with the approval of the
Mayor, or the Chairman of the Council of the District of Columbia,
as the case may be, and the Committee on the District of Columbia
of the Senate, the Committee on the District of Columbia of the
House of Representatives, the Committee on Appropriations of the
Senate, or the Committee on Appropriations of the House of Repre-
sentatives, with the approval of the chairman of such committee. The
commission is anthorized to utilize, on a reimbursable basis, the serv-
ices and personnel of the General Accounting Office to assist the com-
mission in carrying out its functions under this Act.

Sec. 2. (a) For the purpose of meeting the responsibilities imposed
by the Constitution on the Congress with respect to the District of
Columbia, it shall be the function of the commission, after consulta-
tion with the Comptroller General, to select such qualified persons
as the commission may determine necessary for the development of
certain plans on behalf of the government of the District of Columbia
(including assistance in the implementation thereof) for the purpose
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of improving the financial planning, reporting, and control systems
of such government. Plans to be considered for development and
implementation pursuant to this Act shall include, among others,
plans for the foﬁowing: immediate improvement in financial control
and reporting ; assessing the scope of further necessary improvements;
financial management system improvements; personnel-payroll system
improvements ; water-sewage billing and information system improve-
ments; purchasing and materral management system improvements;
property accounting system improvements; real property system
improvements; welfare payments system improvements; human
resources eligibility, payment, and reporting system improvements;
health care financial system improvements; and traffic ticket system
control improvements.

(b) Each contract entered into with a person pursuant to subsec-
tion (c¢) of this section for the development of a system improve-
ments plan shall contain a provision requiring that person to inelude
within such plan procedures for the establishment of an ongoing
training program for operating personnel of the government of the
District of Columbia whose duties involve matters covered by such
plan or part thereof in order to provide training for such personnel
in connection with the operation of such system. Each such contract
shall further contain provisions comparable to those provided by
Standard Form 32, section 1-16.901-32 of title 41, Code of Federal
Regulations,

(¢) Upon the selection by the commission of each qualified person
to develop and implement a plan pursuant to this section, the chair-
man of the commission shall enter into a negotiated fixed price
contract or contracts with that person for the development and imple-
mentation of such plan.

(d) (1) Each such contract so entered into shall set forth the scope
of the work to be performed, amounts to be paid thereunder, and a
schedule of reporting and completion dates, including a schedule of
implementation dates, for each portion of such work. Each contractor
shall have full access to such books, individuals, accounts, financial
records, reports, files, and other papers, things, or property of the
government of the District of Columbia as such contractor deems
necessary to complete such contract. The Comptroller General shall
have full access to all documents produced under each contract.

(2) After establishment of the schedule for completing each such
contract and until the completion of such contract, each contractor
shall report, at such time as such contract shall provide, to the com-
misgion and the Comptroller General on the progress toward comple-
tion of such contract, except that each such contractor shall report
at least once during the one-hundred-and-eighty-day period after
establishment of such schedule for completion of such contract.

(e) (1) With respect to any such contract or part thereof involving
the design (including a preliminary design) of a system referred to
in subsection {a) of this section, the contractor, upon the completion
of the plan or part relating to such design (inciuding procedures for
its implementation), shall submit such plan or part, together with a
schedule for its implementation, to the Comptroller General.

(2) With respect to any such contract involving work other than
the design of such a system, the contractor, upon the completion of the
plan or part thereof relating to such work, shall submit such plan or
part thereof, together with a schedule for implementing such plan
or part, to the Comptroller General.
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(3) Notwithstanding the foregoing provisions of paragraphs (1)
and (2) of this subsection, in no case shall any contractor under this
Act submit a plan, part, or schedule to the Comptroller General unless
such plan, part, or schedule has first been submitted by that contractor
to the contractor responsible for the development and implementation
of a financial management system improvements plan for such con-
tractor’s review, comments, and recommendations. A copy of such
comments and recommendations, if any, shall be submitted, together
with such plan, part, or schedule, to the Comptroller General in accord-
ance with paragraphs (1) and (2) of this subsection.

(4) Within the sixty-day period following the date of the receipt
by him of such plan or part thereof, and after consultation with the
commission, the Comptroller General shall approve, disapprove, or
modify such plan or part (including any schedule for the implementa-
tion thereof), in whole or in part. On or before the expiration of such
sixty-day period, the Comptroller General shall submit such plan or
part, as so approved, modified, or disapproved to the Congress for
its consideration, together with his reasons for such modification or
disapproval.

() (1) Each such plan or part thereof so approved by the Comp-
troller General without medification shall be deemed on the date of
such approval, to be a part of the financial planning, reporting,
accounting, control, and operating procedures of the government of
the District of Columbia. ¥ach such plan or part thereof modified by
the Comptroller General shall, upon the expiration of the forty-five-
day period of continuous session of the Congress following the date
on which such modified plan or part thereof is so submitted to the
Congress, be deemed to be a part of the financial planning, reporting,
aceounting, control, and operating procedures of the government of
the District of Columbia, unless within such forty-five-day period, the
Congress adopts a concurrent resolution disapproving the action of
the Comptroller General with respect to such modifications. In any
case in which any such concurrent resolution is so adopted by the
Congress, such plan or part thereof, as it existed immediately prior
to any such modification, shall be deemed a part of such procedures as
of the date of the adoption by Congress of such concurrent resolution.
No such plan or part thereof disapproved by the Comptroller General
shall take effect, unless, within such forty-five-day period following
the date of its submission to the Congress, the Congress adopts a
concurrent resolution disapproving the action of the Comptroller Gen-
eral in disapproving such plan or part thereof. If such action of the
Comptroller General is so disapproved, such plan or part thereof shall
be deemed a part of such procedures as of the date of the adoption by
Congress of such concurrent resolution.

(2} For purposes of this section, the continuity of a session of
Congress is broken only by an adjournment of the Congress sine die,
and the days on which either House is not in session because of an
adjournment of more than three days to a day certain are excluded
in computation of such forty-five-day period.

<i) With respect to any such plan or part so deemed to be a part
of the financial planning, reporting, accounting, control, and operat-
in% procedures of the government of the District of Columbia under
subsection (£) (1), the Mayor of the District of Columbia, with the
assistance of the contractor responsible for such plan or part, shall
implement such plan or part for the government of the District of
Columbia in accordance therewith. The Comptroller General shall
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monitor such implementation and report as he deems appropriate to
the commission,

Skc. 3. (2) (1) For the purpose of meeting the oversight responsi-
bilities imposed by the Constitution on the Congress with respect to
the District of Columbia, the Congress hereby authorizes the com-
mission, in accordance with the provisions of paragraph (2) of this
subsection, to cause to be undertaken, on behalf of the government
of the District of Columbia, by a certified public accountant licensed
in the District of Columbia, a balance sheet audit of the financial
position of the District of Columbia as of September 80, 1977. Such
aundit may—

(A) include an identification of assets, liabilities, accumulated
surplus or deficit; and

(B) exclude statements of revenues and expenses, changes in
fund balances, statements of changes in financial position for
enterprise funds, and property and equipment.

(2) The balance sheet audit anthorized by paragraph (1) of this
subsection shall cover the financial position of the District of Colum-
bia as of September 30, 1977, unless the commission, on or before
August 1, 1977, is notified by the Comptroller General to the effect
that such an audit as of that date is not practicable, in which case the
cominission is authorized to cause to be undertaken a balance sheet
audit of the financial position of the District of Columbia as of such
date as the Comptroller General shall recommend to the commission.

(b) The commission is further authorized to cause to be under-
taken, on behalf of the government of the District of Columbia, by a
certified public accountant licensed in the District of Columbia, an
audit or audits of the financial position and results of operations of
the Distriet of Columbia for each fiscal year or years next following
September 30, 1977, or the date recommended by the Comptroller
General for the conduct of a balance sheet audit pursuant to subsec-
tion (a) of this section, whichever last occurs, and which precede the
fiscal year commencing October 1, 1979,

(e} Upon the selection by the commission of each qualified person
to conduct an audit pursuant to this section, the chairman of the
commission shall enter into a negotiated fixed price contract with that
person for that purpose. Each such audit shall be carried out in
accordance with generally accepted auditing standards and the finan-
cial statements shall be prepared in accordance with generally accepted
accounting principles, The results of each such audit shall be sub-
mitted to the Congress, the President of the United States, the Council
of the District of Columbia, the Mayor of the District of Columbia,
and the Comptroller General,

(d) Such contractor shall have full access to such books, individuals,
aceounts, financial records, reports, files, tax returns, and other papers,
things, or property of the government of the District of Columbia as
such contractor deems necessary to complete each such audit required
by such contract.

Sro. 4. (a) For the fiscal year beginning October 1, 1979, and each
fiscal year thereafter, the government of the District of Columbia shall
conduct, out of funds of the government, of the District of Columbia,
an audit of the financial operations of such government. Each such
audit shall be conducted by a certified public accountant licensed in
the District of Columbia and carried out in accordance with generally
acecepted auditing standards and the financial statements shall be
prepared in accordance with generally accepted accounting principles.



H. R. 11609—5

(b} For the purpose of conducting an audit for each such fiscal
year as required by subsection (a) of this section, the Mayor of the
District of Columbia shall, on or after January 2, 1979, select, subject
to the advice and consent of the Council of the District of Columbia,
a qualified person to conduct such audits for the fiseal year commenc-
ing October 1, 1979, and the next following three fiseal years. There-
after, each individual elected as Mayor in a general election held for
Mayor of the District of Columbia shall, on or after January 2 next
following his or her election to, and the assuming of, the Office of
Mayor, select, subject to the advice and consent of the Council of the
District of Columbia, a qualified person to conduet such audits for
the fiseal year commencing Qctober 1 of the calendar year in which
such Mayor takes office, and the next following three fiscal years. The
person previously selected for a four-vear period shall not succeed
himself or herself, If the Council fails to act on any such selection
within a thirty-day period following the date on which it receives
from the Mayor the name of such person so selected, the Mayor shall
be authorized to enter into a contract with that person for the conduct
of such audits. If any person so selected by the Mayor to conduct
any such audits for such fiscal vears is rejected by the Council, the
Mayor shall submit to the Council the name of another qualified person
selected by the Mayor to conduct such audits. In the event that the
Council rejects the second person so selected by the Mayor, the Mayor
shall, within thirty days following that rejection, notify the chairman
of the Committee on Appropriations of the Senate and the chairman
of the Committee on Appropriations of the House of Representatives,
in writing, of that fact. Within fifteen days following the receipt of
that notice, such chairmen shall jointly select a person to conduct
such audits and shall inform the Mayor, in writing, of the name of
the person so selected, Within ten days following the receipt by the
Mayor of such name, the Mayor shall enter into a contract with such
person pursuant to which that person shall conduct such audits for
such fiscal years as herein provided.

(¢) The Mayor shall submit a copy of the audit report with respect
to each such audit so conducted to the Congress, the President of the
United States, the Council of the District of Columbia, and the Comp-
troller General.

Suc. 5. (a) For the purpose of making payments under contracts
entered into under seetions 2 and 3 of this Act, for reimbursing the
Comptroller General under subsection (f) of the first section of this
Act, and for meeting other expenses incurred by the commission under
this Act, there is authorized to be appropriated to the commission the
sam of $16,000,000, of which $8,000,600 shall be from funds in the
Treasury not otherwise appropriated, and $8,000,000 shall be from
funds in the Treasury to the credit of the District of Columbia. Sums
appropriated pursuant to this section are authorized to remain avail-
able until expended.

(b) No funds appropriated pursuant to subsection (a) of this section
out of funds in the Treasury to the credit of the District of Columbia
may be used for any payment under any contract entered into pursuant
to section 2 or 3 of this Act, for any payment as reimbursement to the
General Accounting Office, or for expenses of the commission, in an
amount greater than 50 per centum of the total amount of any such
payment.

(¢) The chairman of the commission may enter into contracts under
sections 2 and 3 of this Act only to the extent and in such amounts as
are provided in appropriation Acts.
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Sec. 6. As used in this Act, the term—

(1) “person” means any individual, partnership, firm, corpo-
ration, or other entity ; and

(2) “government of the District of Columbia” includes the
Mayor of the District of Columbia, the Council of the District
of Columbia, the courts of the District of Columbia, and all
agencies (as defined in paragraph (38) of section 8 of the District
of Columbia Administrative Procedure Aect (D.C. Code, sec.
1-1502(3) ) ).

Sec. 7. Thirty days after notification by the Comptroller General
to the commission of the completion and implementation of all plans
and designs under this Act, or thirty days after final payment of all
contracts entered into pursuant to sections 2 and 3 of this Act, which-
ever last occurs, the commission shall cease to exist.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.





