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1.  Overview

Letter from the Administrator

GSA's Mission


We Provide Expertly Managed

 Space

Products
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At the Best Value

And Policy Leadership

To Enable Federal Employees to Accomplish Their Missions
GSA's Organization and Performance
Public Buildings Service
Federal Supply Service
Federal Technology Service
Office of Governmentwide Policy
GSA Staff Offices
GSA Regions
II.  Consolidating Financial Statement
Letter of Transmittal from the Inspector General
Report of Independent Public Accountants
Inspector General's Report on Selected Performance Measures
Consolidating Financial Statements
Supplemental Schedules
III.  Federal Manager's Financial Integrity Act Report

IV. Supplemental Information

Inspector General's Semiannual Reports to the Congress-Executive Summaries
Administrator's Semiannual Management Reports to the Congress-Executive Summary

The 1997 GSA Annual Report is an Accountability Report produced under the guidelines of the Government Management Reform Act of 1994. This report provides a 360-degree view of the General Services Administration by augmenting the traditional audited consolidated financial information, as required under the Chief Financial Officers Act of 1990, with performance information and reviews of management controls. Reports consolidated within this document include: the financial statements and associated auditors' reports; the Federal Managers' Financial Integrity Act Assurance Letter; Prompt Payment Report; Cash Management and Electronic Payments, Receivables Management and Civil Monetary Penalties; and Executive Summaries of the Inspector General's Semiannual Reports and the Administrator's Semiannual Management Reports to the Congress.
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We provide expertly managed space, products, 

services and solutions, at the best value and policy 

leadership, to enable Federal employees to accomplish 

their missions.
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To the President, the Congress and the American People:
In 1997, GSA finds itself in a vortex of change. Society, Government, our culture and our customers are changing. Like every successful institution around us, GSA is driving change. The workplace of the future has its roots in the GSA planning process today. We are streamlining Government policies, bringing cutting-edge ideas and state-of-the-art technology into the Federal work environment.

While this is not your father's GSA, we continue to be firmly grounded in our mission. GSA was created to save Federal agencies the cost and effort of obtaining the space, products, services, and policies they need to accomplish their missions. In today's world, this means we must be experts in providing tomorrow's great workplace environments.

GSA is moving on all fronts to identify the best practices, negotiate the contracts and write the policies that will make these emerging workplaces effective. Our challenge is to acquire the skills to cope and win in this new environment. Our challenge is to open ourselves to competition and become self-supporting. Our challenge is to learn to manage our business with a workforce that is almost 29% below our 1993 levels.

Throughout GSA, we are taking major steps to successfully meet these challenges. Management introduced the concept of strategic improvisation so we can learn to think on our feet. We focused on the four domains that will spell success in a changing world-marketing, skills, culture and measurement. We committed to meet our challenges by building a road-map in the strategic plan we delivered to Congress under the Government Performance and Results Act.

We reorganized several services to adapt for the future while maximizing our institutional expertise. Our Federal Technology Service consolidated five services to two to concentrate on the new opportunities offered by the 1996 Telecommunications Reform Act. The Public Buildings Service and Federal Supply Service reorganized to improve their accountability and to increase responsiveness to customers. Our National Capital Region became a customer service reinvention laboratory.

We believe that these steps and others described in this Annual Report will prepare our organization for the challenges of a changing workplace. Through our powerful combination of innovation, planning and action, we will achieve our goal of providing, at best value, the workplace of the future for a Federal workforce which, in turn, will deliver America's promise to the world.
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David J. Barram
Administrator
September 30, 1997

PRIVATE
We Provide Expertly Managed . . .



The U.S. General Services Administration (GSA) was created in 1949 to efficiently and economically provide workspace, furnishings, services, supplies and procurement support for Federal civilian agencies--to enable Federal employees to do their jobs, and to save taxpayers money. Today, GSA supports both civilian and military agencies, doing business with every part of the Federal workforce.

GSA encompasses the Public Buildings Service (PBS), the Federal Supply Service (FSS), the Federal Technology Service (FTS), the Office of Governmentwide Policy (OGP), and the staff offices that support them. Working together, GSA leaders and employees, regions and headquarters, policy-writers and service-deliverers join forces day after day in a concerted effort to thrill our customers as we fulfill our mission. This Annual Report discusses what we did and how we did it in Fiscal Year 1997.

GSA provides for Federal agencies. We get things for them, do things for them, deliver things to them, and make it possible for them to get what they need to serve the taxpayers. We provide space they work in, products they work with, technology tools they use, services they need daily, and solutions to their own unique problems. We write common-sense regulations that enable Federal agencies to get their money's worth when they spend nearly $200 billion a year for top-quality products and services. We formulate policies, promote best practices and innovation, conduct training and provide databases. We foster good management practices, assist in managing Government assets and advance Government social objectives.



While GSA's mission hasn't changed since 1949, the nature of our business is no longer as clearly delineated as when the agency was established. In 1997, after years of reinventing, downsizing and revising the way we do business, we provide more and better choices at better value than ever. The following table compares GSA services in 1949 and 1997 and illustrates the difference between then and now.



We Provide
What it Meant Then
What it Means Now

Federal workspace
Constructing, leasing and maintaining Government buildings
Acquiring and managing real-property assets, creating "virtual" offices and sponsoring telecommuting centers

Products that Federal employees need to do their work
Procuring just paper, pencils, desks and chairs
Negotiating a contract for "seat management" of computer workstation

Federal telecommunications
A row of operators at a switchboard
E-mail, cellular phones, beepers, voice-mail, direct dialing to anyone, anywhere

Procurement
Complex solicitations, lengthy competitions, regulations, supervision
Typing a charge-card number into a form on the Internet for routine purchases

Best practices
A Government determination of what cost least
The latest and best, what the customer wants now, at the very best value

Skills
Available in-house expertise
The best public or private-sector expertise

Choice
Use of GSA products and services was mandatory
Use of GSA is becoming non-mandatory; agencies may choose other providers if they offer better value

Governmentwide management policies
Command and control
Interagency collaboration





PRIVATE
Space
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GSA is the Federal Government's civilian landlord. We provide office space, warehouse space, laboratory space, courthouses, border stations and mobile homes. We provide storage space in underground caves and space for telecommuters and child care providers. We buy, lease, manage, transfer, secure, design, furnish and alter space for our customers. We dispose of unneeded real estate, including office buildings and missile silos, lighthouses and rights-of-way, by transfer, donation or sale. We commission public art and architecture, preserve national landmarks and protect the environment.

In FY 1997, the Environmental Protection Agency, the Agency for International Development and the Customs Service became the first tenants in the Ronald Reagan Building and International Trade Center. This 3.1-million-square-foot edifice will house numerous Federal agencies along with international trade businesses, restaurants and retailers. Larger than any Federal building except the Pentagon, the Reagan Building completes the Federal Triangle complex by filling the last undeveloped site on Pennsylvania Avenue, the nation's main street, between the White House and the Capitol. The building will be dedicated in 1998. Eventually, it will provide workspace for 7,000 Federal employees and private tenants.
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The Federal courthouse construction program continued in FY 1997, with completion of new courthouses in Minneapolis, MN, Concord, NH, and Portland, OR. In FY 1997, as part of the biggest courthouse building program in 50 years, GSA also completed renovation of eight courthouses and had 25 new courthouses under construction and 17 others under renovation. The new courthouses contain many innovative features that reduce energy consumption, improve security and introduce state-of-the-art technology to the courtroom. After completion of the courthouse program, GSA's role in constructing large-scale public buildings will be sharply reduced. Meeting Federal space needs in the future will call on our skills in efficient property management, leasing, space alterations, preservation, security and disposal of property.

In FY 1997, GSA expanded its non-mandatory relationships with its customers by permitting agencies to choose their leasing and space alterations providers from GSA or other public or private sector sources. Can't Beat GSA initiatives in FY 1997 led to the reinvention of two of GSA's fundamental services. The Can't Beat GSA Leasing program streamlined procedures, eliminating paperwork and time-consuming levels of approval in GSA's $2.5 billion leasing program. The Can't Beat GSA Space Alterations program reduced the time it takes to perform workspace alterations by as much as 60% for jobs costing up to $100,000 and offers a 5% refund if the work is not completed on time. Both initiatives have achieved notable success throughout the country. 
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In FY 1997, GSA for the first time contracted with private real estate firms to provide leasing services for Federal agencies. The unprecedented National Real Estate Services contracts will help the Government lease privately owned property and obtain other pre- and post-acquisition realty services, including initial space requirements, administrative services, market surveys, renegotiating leases and out-leasing. The contracts are with five real estate brokers across the country and cover a three-to-five year period.
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In FY 1997, GSA launched its Good Neighbor program to help revitalize America's cities through public-private partnerships. GSA recognizes that the Federal presence in local communities can benefit civic life. GSA partnerships with local government and business groups enable GSA to participate in community planning efforts, carry out Executive Orders 13006 and 12072, which direct agencies to locate Federal workers downtown and in historic districts, provide space for public events and activities, and contract for local services when possible. In FY 1997, GSA entered into Good Neighbor agreements with 12 cities.
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GSA's real estate expertise was recognized by the industry's Building Owners and Managers Association (BOMA), and GSA's Chief Architect was named Outstanding Architect. Six GSA buildings won The Office Building of the Year (TOBY) Awards in FY 1997. BOMA recognized these buildings for excellence in all facets of building management, including tenant relations, community involvement, energy management, emergency evacuation procedures, and education for building personnel. The U.S. Courthouse in Shreveport, LA, won BOMA's International Award for Government Buildings. Regional TOBY awards went to the Harold D. Donohue Federal Building in Worcester, MA; the Oakland (CA) Federal Building; the Richard B. Russell Federal Building and Courthouse in Atlanta; the Romana L. Mazzoli Federal Building in Louisville; and the Federal Center in St. Louis.
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The Chicago Athenaeum Museum of Architecture and Design awarded Chief Architect Edward Feiner its prestigious Louis B. Sullivan Outstanding Architect award. The museum cited the "compelling portfolio of new Federal projects" and described Feiner as "a walking reform movement for the Federal Government."
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GSA will donate the Oklahoma City site where the Alfred P. Murrah Federal Building stood for a memorial to the victims of the April 1995 bombing. GSA will transfer the site to the Oklahoma City Memorial Foundation which will finance and oversee construction of a memorial. Two American architects and their German associate won the memorial design competition in FY 1997. Their winning design centers on 168 glass and stone chairs lighted from beneath, representing those who died in the bombing. It also incorporates the only tree left standing in the vicinity, an American elm called the "Survivor Tree," which represents the other victims of the blast.
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PRIVATE
Products
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We make it easy and cost-effective for Federal workers worldwide to obtain more than 4 million different products for use in their work.

In FY 1997, GSA simplified the use of multiple award schedules and blanket purchase agreements; and the President, Vice President and Defense Department (DoD) endorsed the use of GSA's schedules. The FY 1997 procurement reform enabled GSA to expand the use of its multiple award schedules. Numerous Federal agencies issued blanket purchase agreements (BPAs) against Federal Supply Schedule contracts, thus eliminating many time-consuming and labor-intensive steps in the Federal acquisition process. In the Blair House Papers published by the National Performance Review, the President and Vice President recommended that agencies take advantage of the GSA procurement reforms to achieve savings. Also, the Under Secretary of Defense, in a departmental directive, endorsed GSA schedules as the preferred source for DoD.

GSA made over 310,000 products available on-line through its GSA Advantage! Internet-based ordering system. In its second year on-line, GSA Advantage! offers Federal buyers a 24-hour Internet-based ordering system, where over 310,000 GSA products and services can be procured with a few keystrokes and an IMPAC/VISA purchase card or a Government account number. FY 1997 sales through GSA Advantage! rose to $28 million. All 4 million commercial products and services will soon be offered on-line, making GSA Advantage! an increasingly available "shopping center" for Federal employees.
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GSA opened 10 "virtual stores" for state-of-the-art ordering in FY 1997. For more than a decade, GSA has offered a telephone ordering, rapid desktop delivery option to its customers via its Customer Supply Centers. In FY 1997, it added "virtual stores" as another shopping option, in Federal facilities from Atlanta to San Francisco and in military facilities from Norfolk, VA, to Wurzburg, Germany, and Yokosuka, Japan. Virtual stores provide walk-up, on-line access to a wide variety of products and services via GSA Advantage! as well as a variety of non-automated source materials to help them shop for and order GSA products . Federal workers can use the virtual store to view products, place orders, and arrange payment for prompt delivery.

GSA sales of computers and telecommunications equipment, software, and related products and services increased by over $1 billion in FY 1997. Federal agencies' purchases of off-the-shelf computer products and services through GSA increased from $1.7 billion to over $2.7 billion in FY 1997 as Federal agencies upgraded their technological capabilities. GSA cut several months off the lead time required to acquire information technology, and negotiated purchase prices that are well below commercial prices, saving taxpayers millions of dollars.
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GSA offered 3,000 environment-friendly products in FY 1997. GSA provides thousands of products made from recycled materials-including motor oil, paints and paper-in compliance with numerous environmental laws and executive orders. Overall, GSA offered about 3,000 environment-friendly items, which generated sales of over $400 million.



PRIVATE
Services



By leveraging the buying power of the Federal market, GSA provides its customers top-quality services at discount prices from world-class providers. We also support services, such as child care and innovative automotive technologies, for the public good.

Use of commercial charge cards provided through GSA contracts continued to grow in FY 1997, as the first commercial fleet cards were issued. 

Commercial cards were used in FY 1997 to pay for over $4.9 billion in purchases, $3.6 billion in travel and related services, $72 million in fuel and other fleet services, and $25 million in telephone calls. GSA contracts provided Federal employees with 264,505 IMPAC/VISA purchase cards, 1.5 million American Express cards for travel, and over 478,000 Sprint and AT&T cards for telephone calls. In addition, Wright Express issued the first commercial fleet cards to 330,000 users of GSA fleet vehicles and those of 75 other agencies. The use of these cards saves the Government over $616 million a year in administrative costs.

In FY 1998, GSA will award new contracts for the next generation of charge cards to a number of providers who will offer a wide variety of card services. The new programs will provide flexibility, richer transaction detail and state-of-the-art technology while streamlining payments for products, fuel and travel services.

After telecommunications reform in 1996, GSA developed new acquisition strategies for long-distance and local telephone services. GSA initiated two innovative programs to provide local and long-distance telecommunications services worldwide into the 21st century. Both take advantage of the reforms of the Telecommunications Act of 1996 to increase responsiveness and expand services to FTS customers. For the first time, contractors will be able to offer Federal agencies both long-distance and local services. Those who win the long-distance contracts will be able to offer optional local services, and those who win the new local service contracts may offer optional long-distance service.

In FY 1997, Congress approved the FTS2001 strategy to provide future long-distance voice and data services. GSA initiated the procurement process for what will be the largest Government contracts outside the Defense Department. Worth an estimated $5 billion to $8 billion in total, the FTS2001 contracts will replace the current 10-year long-distance service contracts with AT&T and Sprint that expire in November 1998. The new comprehensive contracts will offer all telecommunications services worldwide.

The Metropolitan Area Acquisition (MAA) program for local telecommunications services will take advantage of competition to achieve an immediate, substantive and sustained price reduction for several layers of local service. The first MAA contracts, to be awarded in the last quarter of 1998, will be available to more than 100,000 Federal users in New York City, San Francisco and Chicago. MAA contracts will be awarded in 20 to 24 other cities in 1999.



GSA interagency partnerships with telephone companies produced user-friendly blue pages-where Government numbers are listed in telephone directories. GSA is redesigning the Federal blue pages in local telephone directories to make it easy to find phone numbers for Federal services. Since Government numbers have traditionally been listed by organization, Federal services have been difficult to locate-e.g., passport offices are listed under "s" for State Department. The redesigned blue pages are organized by service-e.g., passport offices are listed under "p," Medicare under "m," and education and housing loans under "l." Listings are further identified by small icons, which are consistent in all redesigned blue pages. In partnership with GSA, several telephone companies produced revised blue pages in 15 cities in FY 1997, including Cleveland, OH, Fayetteville, NC, and 

Naples, FL.



GSA was key to security at the Oklahoma City bombing trial. The FY 1997 trial of convicted bomber Timothy McVeigh was held without incident in the Federal courthouse in Denver, under extremely tight security. As an integral part of the law enforcement team assembled for the trial, GSA assisted the U.S. Marshals Service and local law enforcement agencies with security services. GSA provided protection and access for the news media and employees who worked in the Denver Federal Complex, producing more than 8,000 identification smart cards specifically developed for this use. Since the 1995 incident, GSA has upgraded security in all Federal buildings nationwide and hired hundreds more uniformed Federal Protective Police Officers and contract guards.



To keep agencies equipped with up-to-date technology and IT support services at best prices, and to partner with contractors to minimize the risk of obsolescence, GSA initiated operational leasing and "seat management." In FY 1997, Government agencies spent over $2.7 billion on off-the-shelf computer hardware and software. Because of the continuous and rapid change in the IT industry, much of this equipment will be obsolete within a very few years. GSA's leasing program allows 15 vendors to enter into short-term leases for IT equipment ranging from personal computers to mainframes. For the first time, agencies may lease new IT equipment without having to purchase it at the end of the lease period. They will not incur the costs of purchasing soon-to-be-obsolete equipment or disposing of it. Several agencies have begun to use this option to acquire equipment ranging in cost from a few thousand dollars to millions.
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GSA's "seat management" program builds upon the concept of leasing by fully outsourcing all desktop automation services. Private-sector vendors will take responsibility for acquiring, managing, and upgrading Federal agencies' desktop configurations and support, providing a full range of IT services, including computers, local area networks, service, help desks and software. The vendors will assume the risks of obsolescence, the costs of training and the responsibility for disposing of unwanted equipment. GSA issued a request for proposals in FY1997 and expects this service to be available in April 1998.



Affirming its support for a family-friendly work environment, GSA provided 108 quality child care centers for the Federal workforce and sought ways to make Federal child care more affordable. With the growing demand for affordable quality child care close to the workplace, and the need to support the Administration's Welfare-to-Work program, GSA opened three new on-site child care centers in FY 1997 and now manages 108 of the 225 Federal child care facilities. GSA-managed child care facilities serve Federal employees in 68 cities, 31 states and the District of Columbia, which serve more than 7,000 children. Seventy percent of GSA's child care facilities are professionally accredited by the National Association for the Education of Young Children, a far higher percentage than the 5% accreditation rate for all child care centers nationwide.

A 1997 GSA report on the affordability of child care for Federal employees found that the Federal child care system needs more adequate funding, better information and cohesion, more flexibility to pursue new funding and partnering initiatives, and a combination of strategies to address these needs. In submitting this report to the President, GSA's Administrator offered a plan to raise $8 million to $10 million to subsidize child care tuition for children of low-income families.



GSA fleet experiments with innovative automotive technologies, such as alternative-fuel vehicles (AFVs), led to GSA's induction into the Clean Air Hall of Fame. GSA has purchased over 14,500 AFVs since the program began in 1991, more than any other organization. GSA has taken a lead role in working with automotive manufacturers to move AFVs from test vehicles to large scale production-line vehicles. GSA is also helping the commercial sector develop a maintenance, repair and refueling infrastructure to support AFVs, which generate less air pollution than gasoline-powered vehicles. The alternative fuels used include ethanol and methanol, which are renewable fuel sources, as well as compressed natural gas.






PRIVATE
And Solutions
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The flexibility built into our programs enables us to seek innovative solutions to meet our customers' needs. We recognize that one size no longer fits all, so we help our customers tailor our services to create exactly what they need, when and where they need it.

GSA is equipping the mobile workforce of tomorrow-and today-with wireless technology, Internet access and telecommuting centers. GSA provides Federal agencies many ways to allow their employees to work outside the office. We offer Federal workers across the country access to 25 satellite work locations. These telecommuting centers save travel time, conserve energy, and make it possible to work despite inclement weather and other local problems. For employees who work at home, GSA can provide computers, fax machines and other equipment with links to agency Local Area Networks. The new CINEMA contracts provide discounted Internet access, E-mail and other services. For those who work while on the road, GSA offers virtual offices with cellular telephones, laptop and hand-held computers, automobiles and other equipment necessary to perform their jobs, wherever they may be.

GSA provided $18 million in space, supplies and services for emergencies and special events. The Federal Government turns to GSA for 24-hour on-call emergency services. We provide office space, products and services, transportation, and telecommunications-whatever is needed to support the Federal response to emergencies and special events. For example, in FY 1997, we delivered snow-blowers to help in a South Dakota snowstorm. We transformed a Seattle-area furniture store, over a holiday weekend, into a 100-workstation blizzard-relief center for the Federal Emergency Management Agency. We provided meeting space, workstations, fleet vehicles, office supplies, security and logistical support for the G-8 Summit meeting in Denver.
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GSA took the lead on electronic commerce and pioneered the use of electronic smart cards in FY 1997. As the civilian agency designated to lead the Government's electronic commerce development, GSA is pioneering the use of smart card technology. We provided 7,500 identification cards for the FY 1997 Presidential Inaugural Committee staff, reducing the need for security personnel. We provided more than 8,000 identification cards for workers in the Federal building complex in Denver during the Oklahoma City bombing trial. Working jointly with the Navy, GSA expects to introduce a universal Government smart card in 1998. In the future, this single card could be used for identification, access and purchasing products and services.

GSA is instrumental in fulfilling many Government social responsibilities. GSA operates like a well-managed business, but unlike most private-sector businesses, our priorities include advancing Government social objectives. In FY 1997, we hired 38 employees in entry-level jobs to support the President's Welfare-to-Work initiative. We extend contracting opportunities to the National Industries for the Blind; to NISH, which employs the severely handicapped; to the Federal Prison Industries; and to small, disadvantaged, and women-owned businesses, which received 40% of GSA's obligated contract dollars in FY 1997. We participate in development of desirable health and safety features such as air bags in automobiles, alternative-fuel vehicles, ergonomic tools, and computer technology that is accessible to people with impaired vision, hearing or mobility. We also make unused space, excess equipment and supplies available to groups that serve the homeless.
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GSA solved a problem for wireless telecommunications companies by letting them install their antennas on Federal property; now, GSA is collecting nearly a million dollars in rent for the 58 antenna leases currently in place. In FY 1997, GSA brought Federal agencies and the telecommunications industry together in three forums to discuss issues surrounding the placement of commercial wireless antennas on Federal property. A working group that grew out of the forums used input from industry to revise Federal guidelines for antenna-siting.
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GSA's 12 Hammer Award-winning projects provided solutions in FY 1997. Hammer Awards are given by the Vice President to teams that contributed dramatically to improving the way Government works. Awards are made in four categories: improving customer service, cutting red tape, empowering employees, or getting back to basics. Teams in which GSA participated have won 35 Hammer Awards since the program began in 1994.



PRIVATE

FY 1997 Hammer Awards
Streamlining the Navy's Computer Acquisition Process

Revising the Telephone Book Blue Pages

Energy Conservation through Utility Partnerships

FAST Program

Domestic Violence Outreach Project

GSA/IRS Redemption Program

Travel Reform

Streamlining Elevator Maintenance, Repair 
and Contract Administration

GSA/DOE/HUD Streamlining Property Disposal Process

Safety and Environmental Management

Packaged Room Concept

Disposal of Navy Puerto Rican Properties



 

PRIVATE
At The Best Value
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The President, the Vice President and the National Performance Review recommend the use of GSA schedules to "select goods and services that are 'best value' instead of lowest price." But GSA usually delivers the lowest price as well as the best value. We get great deals for the Government by leveraging vendor-competitiveness and the size of the Federal market to contract for top-quality products and services at a discount. Because of GSA, for example:

· Airfares for Federal travelers in FY 1998 will be 70% less than normal unrestricted coach fares. 

· Overnight package delivery is priced 44% lower than comparable corporate rates, with a money-back guarantee for late delivery.

· Charge cards that make it easier for Federal employees to purchase what they need to have to do their work saved the Government over $616 million this year in administrative costs.

· E-mail and Internet access cost 33% less than comparable commercial services.

· Vehicle fleet services are the most cost-effective anywhere, with a 4-door compact sedan leased at a low $146 per month, plus a mileage charge for fuel and maintenance.

· The costs of space alterations under the new Can't Beat GSA Space Alterations program are discounted 5% if the work is not completed on time.

· Sales of surplus Federal real estate brought in prices 8% higher on average than the property's previously determined fair market value.

· Long-distance telecommunications service costs our customers as little as 2 cents a minute for calls within the FTS network.

· Prices for FTS cellular telephone services and equipment are highly competitive with equivalent commercial rates. 



PRIVATE
And Policy Leadership



GSA has been changing its focus from operational support to central management and policy-making, but not in the traditional command-and-control sense. GSA's role in policy development provides leadership for interagency teams collaborating in the development of Governmentwide policies that will affect them.

As one of three agencies responsible for Federal procurement policy, GSA worked with Congress, the Office of Management and Budget, and other agencies to effect Federal acquisition reform. The results simplified procurement procedures across the Government. In FY 1997, GSA developed guidelines and policies to implement the 1995 Federal Acquisition Reform Act. By reengineering the Federal Acquisition Regulation (FAR) Part 15 processes used to contract by negotiation, GSA reduced the resources necessary for source selection and the time needed to award contracts. The objectives of the new rules are to ensure that the Government receives the best value and that prospective contractors are treated fairly. GSA has developed a special Internet course on FAR Part 15, which will be the first offering on its Federal Acquisition Institute's new On-line University for Federal acquisition personnel.

GSA developed Year 2000 policy guidance to help agencies upgrade their technology and acquire only products that will work in the year 2000. Like the private sector, the Federal Government owns thousands of computers that only recognize years beginning with 19. Upon the turn of the century, these computers may read the year 2000 as 1900. There is widespread concern that many computers will not work in 2000 unless they are upgraded. The new guidance helps agencies acquire IT products and systems that accommodate the necessary changes.

GSA guidelines preserved artifacts uncovered during Federal construction that are providing invaluable information about the lives of Africans who lived and died in 18th century New York. GSA provides guidance for determining the cultural significance of artifacts uncovered during new construction. One of the best known cases centers on the site where GSA discovered a centuries-old African burial ground in lower Manhattan during construction of the Foley Square Federal Office Building. It afforded a rare glimpse back on the lives of Africans in colonial New York. Construction at the site was temporarily halted as archaeologists uncovered, identified and moved the remains of some 390 skeletons. Part of the site was reserved for a memorial to commemorate the men, women and children-slave and free-who will be reinterred when studies at Howard University are completed. GSA is supporting ongoing analysis of other artifacts found in the vicinity.

GSA influenced legislation that will reform obsolete travel policies and save hundreds of millions of dollars a year. As coordinator of the Joint Financial Management Improvement Program (JFMIP), GSA was instrumental in developing a package of legislative and regulatory reforms of obsolete Government travel policies. Most of the recommended legislative changes were enacted in the 1996 Federal Employee Travel Reform Act. An additional 15 changes were made to the Federal Travel Regulations in March 1997.

GSA policy guidance enables agencies to donate surplus Federal computers to schools and nonprofit organizations. In FY 1997, Federal agencies donated more than 90,000 pieces of computer equipment. GSA itself donated over 5,000 computers to schools throughout the country. The agency has also developed a model program for Federal Executive Boards across the country to identify needy schools. The computers-to-schools initiative implements Executive Order 12999 designed to "ensure that American children have the skills they need to succeed in the information-intensive 21st century."



In a partnership to dispose of Governors Island in New York Harbor, GSA is providing the leadership to ensure preservation of the newly vacant historic site. A strategic military base for over 300 years-and the Coast Guard's North Atlantic headquarters since 1966-Governors Island is just a half-mile off the tip of Manhattan. The Coast Guard closed its facility and turned the island over to GSA for disposal in FY 1997. To encourage maximum public participation in determining its future use, GSA held a series of public forums. The public's comments were used to develop a land-use study which, in turn, will shape the Environmental Impact Statement that begins the formal disposal process. The study outlined several options, all of which gave primary consideration to preservation of the island's 92-acre historic district.



PRIVATE
To Enable Federal Employees To Accomplish Their Missions



GSA serves Federal agencies. We provide the workplace infrastructure, policies and procedures that enable Federal employees to do their work efficiently. We keep pace with the changing nature of Government work and shifts in the composition of the Federal workforce. We anticipate the changing needs of our customer agencies to ensure that all segments of GSA are working together proactively to meet those needs.

GSA takes "thrilling our customers" seriously. Delivering the best customer service is not only our goal, it is also part of our action plan. In FY 1997 meetings with the chief executive officers of Motorola, United Airlines, Nordstrom, the Ritz Carlton and Starbucks, a GSA team identified best practices in customer service. The team produced a brochure for employees to delineate the differences between "satisfying" and "thrilling" customers.

 

GSA's customers speak:
"I have never seen a better example of customer service, either in the Coast Guard or in any Federal entity, than what GSA provided to us [on Governor's Island]. . . We saved $20 million this year alone by this rapid deployment. Thank you, GSA!"
-Coast Guard, New York
"GSA's help in procuring our systems furniture, conference room furniture and seating was unbelievable. They did whatever was necessary to satisfy the VA"
-Veterans Affairs, Philadelphia
"They were as good as their word. GSA got the construction money, did the work, and delivered the building back to us as they promised and when they promised. And what a beautiful job they did." 
-Customs Service, San Francisco
"I wanted to pay a compliment to the General Services Administration for making good on a promise. You don't always in this Government get a promise and have people work hard and get the job done. But they told us that during the course of the President's three-week vacation they would be able to renovate this entire space And, by God, they did it."
-The White House, Washington, DC
"It is reassuring to me that there are professionals like you to provide maximum assistance when called upon to support the Submarine Force."
-Navy, Connecticut
"GSA's creativity and negotiating skills were most helpful in this project. We look forward to working with you again on future space actions."
-U.S. Public Defender, Portland, OR


GSA's Organization and Performance
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Administrator 
David J. Barram 
Deputy Administrator 
Thurman M. Davis, Sr. 
Chief of Staff 
Martha N. Johnson 
Employees: 14,398 
Funding: $11.5 billion 
Federal Buildings Fund: 
     $4.8 billion (direct) 
     $0.6 billion (reimbursable) 
General Supply Fund: 
$2.8 billion 
Information Technology Fund: 
$2.5 billion 
Appropriations: $0.6 billion 
Other Funds' Revenue: $0.2 billion
The U.S. General Services Administration (GSA) encompasses: 
three services- 

Public Buildings Service (PBS) Federal Supply Service (FSS) 
Federal Technology Service (FTS)- 
formerly the Federal Telecommunications Service, which was renamed on October 1, 1997 

· the Office of Governmentwide Policy (OGP) 

· nine major staff offices 

· 11 regional offices.

GSA's budget was $12.9 billion in FY 1997. Of that, $557 million was appropriated by Congress. More than 98% of GSA's budget comes from reimbursable funding, with the Federal agencies that use GSA's services paying GSA directly for the services they receive. 

Changes in the past four years have left GSA, in FY 1997, leaner, more flexible, more innovative and less encumbered by the regulatory burdens of the past. Major organizational changes that have had a significant impact on GSA include: 

· the separation of policy and service delivery and creation of the Office of Governmentwide Policy 

· the changes in GSA oversight responsibilities for information systems across Government 
 the consolidation of local and long-distance telecommunications with information technology within FTS 

· legal and regulatory changes to the Federal procurement system. 

One change that has had a major impact on GSA is the continuous downsizing of the agency. Since 1993, GSA's workforce has dropped nearly 29%, from 20,248 to 14,398, as of September 30, 1997. Although this reduction has been achieved entirely through attrition and voluntary separations by employees who accepted the Government's buyout offers, the loss of much institutional knowledge and expertise has had a major impact. To fulfill our mission, we have had to streamline our operations and reinvent the way we do business. In FY 1997, we increasingly relied on services provided by contractors rather than in-house expertise. We recognize the need to provide a standard of quality equivalent to the best the private sector has to offer and we have become customer-centered. 

In FY 1997, in compliance with the Government Performance and Results Act (GPRA), GSA adopted an agencywide strategic plan that directs our energies toward achieving GSA's long-standing goals: 

· to manage Government assets wisely and to disseminate best practices in asset management to all Federal agencies 


· to expand the use of GSA's programs throughout Government-because they offer the best value to the customer and cost savings to the taxpayer 


· to thrill our customers by providing excellence in customer service 


· to be ahead of the curve in anticipating future workforce needs. 

Each GSA service and OGP developed its own performance plan, aligning its organizational performance objectives with the agency's strategic plan. The plans set forth performance goals that will contribute to achieving the agencywide performance goals. 

This section describes the agency, its major achievements and its performance in FY 1997.
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FY 1997 Achievements
 

PRIVATE
October 1996
GSA launches its Good Neighbor Program

 
Contract renegotiation brings FTS2000 long-distance rates down

 
Can't Beat GSA Leasing delegates leasing authority to agencies

November
Federal Wireless Telecommunications Service contract awarded to GTE

 
Can't Beat GSA Space Alterations launched

 
Presidential Inaugural Committee support offices open

December
GSA initiates disposal of Governors Island with a land use planning study

 
The first Federally recognized tribal nation contracts for FTS service

January 1997
The National Performance Review recommends use of FSS services

 
GSA downsizing continues, as 710 employees leave under buyout authority

February
GSA Office of Public Affairs convenes agencywide Marketing Council

March
National Capital Region becomes a Customer Service Reinvention Lab

 
Defense Undersecretary endorses FSS Schedules as DoD's preferred source

 
Another 204 GSA employees leave under buyout authority

 
OGP issues revised Federal Travel Regulations, which will save millions each year

April
PBS Property Management awarded prestigious ISO 9001 certification

 
CINEMA contracts for Commerce, Internet, and Electronic Mail Access

May
Wright Express distributes the Government's first commercial fleet card

 
David J. Barram confirmed as GSA Administrator by Senate acclamation

June
PBS reorganizes its headquarters operations

 
GSA simplifies reimbursable work authorization form from nine pages to one

 
GSA supports G-8 summit in Denver

July
PBS offers money-back guarantee for space alterations work under $100,000

 
Eight National Broker contracts awarded for real estate services

 
The first tenants move into the Ronald Reagan Building

August
GSA Business Technology Council commits to agencywide IT architecture

September
FTS awards up to $3 billion for Technical and Management Support Services contracts

Public Buildings Service


Commissioner 
Robert A. Peck
Deputy Commissioner 
Paul Chistolini 
Chief of Staff 
Anthony Costa 
Assistant Commissioners 
· Frederick T. Alt 
Financial and Information Systems 
· Michael Vaughn (Acting) 
Portfolio Management 
· Clarence Edwards 
Federal Protective Service 
· Anthony Artigliere (Acting) 
Business Performance 
· Joel Odum 
External Affairs 
· Sharon Roach 
Strategic Innovations 
· Brian K. Polly 
Property Disposal 
· John A. Petkewich 
Centers of Expertise 
Employees: 7,414 
Funding: 
· $4.8 billion - Federal Buildings Fund (Direct) 
· $0.6 billion - Federal Buildings Fund (Reimbursable) 
Other Funding: $0.4 billion - Appropriated

The Public Buildings Service (PBS) provides real estate and related services for more than 100 Federal organizations. It develops, constructs, leases, manages and maintains other facilities such as Federal courthouses, border stations, laboratories and data processing centers. It disposes of surplus Government properties. 

PBS provides 39% of all Federal office space, in Government-owned buildings and in space leased from the private sector. It oversees 257 million square feet of office space, providing centralized management and procurement services, and quality work environments.

PBS manages space in approximately 8,300 buildings: 1,900 are Government-owned and 6,400 leased from the private sector. Nationwide, PBS has 198 buildings listed on the National Register of Historic Places; more than 300 others are likely to be eligible for the National Register based on their age, building type, architectural style, or involvement in culturally significant events. PBS customers include all Federal Departments, independent agencies and commissions, the Judiciary and Members of Congress. In FY 1997, 92% of PBS program dollars flowed through contracts to the private sector. 

The financing mechanism for PBS activities is the Federal Buildings Fund, a fund authorized and established by the Public Buildings Amendments of 1972. The fund receives rental income, set at commercially equivalent rates. Income in excess of operating expenses is used to finance new construction or needed repair and renovation projects. PBS is currently executing $6.3 billion in new construction and repair projects nationwide.

Actual Federal Buildings Fund rent revenues for FY 1996 and FY 1997 were $634 million less than initially had been projected. This was due to several factors, including a policy decision in 1994 to bring rents into line with lower prevailing market rates that reduced rents in major metropolitan areas for FY 1995 and FY 1996. Overly optimistic assumptions regarding when new space would be available to produce income were another factor. The rent gap did not represent a financial loss to the Government. It reflects a difference between actual and projected rent revenue. It did not delay the execution of any major GSA capital projects. GSA took action immediately to ensure its operations fell within budget, reviewed and revised its income estimates, and took other steps to improve projection procedures.

GSA identified the shortage as a material weakness in its Federal Managers' Financial Integrity Act (FMFIA) Report for 1997, which is part of this Accountability Report. [See page 112.]

PBS also began adopting a new rent policy more closely aligned to private sector practices. It is designed to provide customers with better, more accurate information about their rent bills and to afford increased flexibility in negotiating occupancy agreements. The new policy was approved by the Office of Management and Budget for use in new leasing actions for FY 1997. 

PBS revitalizes urban areas with Good Neighbor initiatives. GSA helps revitalize American cities through a broad range of civic initiatives that are consistent with its mission. Partnering with cities, customer agencies, and community groups, GSA provides safe, lively environments in and around Federal buildings, offering space for activities like farmers' markets, festivals, exhibits, restaurants, and shops. GSA also implements Executive Orders 12072 and 13006 to locate Federal workers in central business areas and downtown historic districts, and promotes use of the nation's historic buildings. In FY 1997, GSA renewed over 800 downtown-area leases, worth more than $2 billion, and hosted more than 5,000 community events and activities in Federal buildings and plazas. The agency worked with 50 cities in 35 states and entered into Good Neighbor contracts with 12 cities. Under these contracts, GSA will purchase services through downtown organizations in Atlanta, Baltimore, Birmingham, Ft. Worth, Memphis, Minneapolis, New Orleans, New York, Philadelphia, Portland, OR, Tacoma, WA, and Tallahassee.



PBS Central Office operations were reorganized in FY 1997, to enhance customer service; to foster the development of innovative products, practices and strategies; to ensure proper accounting and performance measurement; and to improve PBS products, services and key processes. The reorganization also created Centers of Expertise, teams in key areas committed to delivering critical services at the best price. The first six Centers of Expertise were established in Property Disposal, Retail Tenant Services, Energy and Public Utilities, Design, Historic Buildings and Art, and Presidential Libraries. 

PBS has six major real estate functions: 
· Property Management 
· Leased Space Acquisition 
· Property Development 
· Federal Protective Service 
· Portfolio Management 
· Property Disposal 
These are performed out of GSA's 11 regional offices. 

Property Management
GSA manages properties in all 50 states and the U.S. territories, through 11 regional offices and 32 property management centers. PBS operates GSA's buildings and handles repairs, minor alterations and tenant services.

Customer satisfaction ratings increased in FY 1997 tenant surveys in low-performance buildings. PBS is using customer satisfaction surveys of a random sample of its tenants to drive its performance improvement efforts. The surveys were developed and administered by The Gallup Organization. Baseline surveys taken in 1994 and 1995 yielded an average customer satisfaction rating of 74%. After PBS concentrated its improvement efforts in the larger buildings housing most of our customers, customer satisfaction scores in those buildings rose from 71% to 77%. PBS plans to survey half its building inventory each year using this survey questionnaire, which is similar to those used by the International Facility Management Association and the Building Owners and Managers Association.

Operating costs per square foot in 71% of PBS-managed office space were equivalent to or lower than comparable private sector costs in FY 1997, according to a benchmark study conducted by the Logistics Management Institute (LMI). LMI compared cleaning, utilities and maintenance costs for 86 million square feet of GSA office space with private sector costs for the same type of space. (Inclusion of certain fringe benefits in the calculation of private sector-but not GSA-labor costs may account for some of GSA's favorable results, but does not shift the overall findings.) The study also found GSA's operating costs to be higher than private sector costs for 29% of the office space examined. GSA improved its performance over FY 1996 in all three categories of comparison.

PBS is experimenting with innovative energy conservation projects, many in partnership with local utility companies, to comply with Executive Order 12902, which mandates reduction of energy consumption in Federal buildings. In FY 1997, the energy consumption rate in GSA buildings was 73,000 BTUs per square foot, less than the FY 1996 rate but still short of the FY 2000 target of 67,800 BTUs per square foot and the 59,300-BTU target for FY 2005. 

The Can't Beat GSA Space Alterations program reduced the cost and time required for space alterations. Initiated in November 1996, the program quickly led to improvements in customer satisfaction. The program features fixed-price projects and a timeliness guarantee which commits GSA to reduce its price by 5% if alteration work is not completed within an agreed timeframe. 

PBS conducts Federal recycling efforts in approximately 1,100 buildings housing over 600,000 Federal employees. Recycling diverted approximately 45,000 tons of recyclable materials (primarily paper) away from landfills in FY 1997, saving more than $2.7 million in landfill and transportation costs. Sales of recycled materials provided more than $260,000, which was distributed among the participating agencies. GSA uses its recycling income for tuition assistance to users of Federal child care facilities. 

Property Management in GSA's Central Office earned ISO 9001 certification in FY 1997, becoming the first Government service organization, and the first public or private real estate organization, to earn this prestigious, internationally recognized designation as a quality organization. ISO 9001 certification is a "quality assurance seal of approval" that is viewed worldwide as a key indicator of performance excellence.

Leased Space Acquisition
GSA leases space for Federal agencies in approximately 6,400 buildings at an annual rental of $2.4 billion. The agency has streamlined its leasing program, dramatically reducing the time and cost to deliver space, and providing service compatible with private real estate practices. 

GSA implemented its Can't Beat GSA Leasing program with customer agencies in October 1996, following its internal launch in July 1996 with the adoption of dramatically simplified leasing procedures. PBS now offers agencies the opportunity to continue to use GSA as their provider of choice or lease on their own, an option that was exercised for only 14 of 900 leases in  FY 1997. Can't Beat GSA Leasing has expanded the use of lease re-negotiation-a practice which has saved $361 million since 1994-and reduced the average lease transaction times, raising customer satisfaction ratings to 90%.

In FY 1997, GSA contracted with five private real estate firms to provide leasing services for Federal agencies. To compensate for its smaller workforce, GSA awarded the National Real Estate Services contracts to help the Government lease space in local real estate markets. They will also provide a variety of other services, including requirements development, lease administration services, market surveys, lease re-negotiation and out-leasing. 

    

Property Development
PBS manages the construction of new buildings, complex repair, modernization and alteration projects, and major lease-construction projects, through the Property Development program, which also provides a range of architectural, engineering and project management services. In FY 1997, Property Development helped develop physical-security and blast-design criteria for new Federal construction and modernization projects.

Three new U.S. courthouses-in Portland, OR, Minneapolis, MN, and Concord, NH-were completed in FY 1997, 25 others were under construction and 10 courthouse construction contracts were awarded as part of the largest Federal courthouse construction program in 50 years. Renovation work was completed on eight courthouses during the year, and was underway on 17 others. Contracts were awarded for courthouse construction in Montgomery, AL, Phoenix, AZ, Tucson, AZ, Tallahassee, FL, Albany GA, Hammond, IN, Omaha, NE, Cleveland, OH, Knoxville, TN, and Beckley, WV. 

Congress has approved $3 billion in new obligational authority for 40 courthouse projects since 1990. GSA anticipates needing $5 billion for 120 additional projects to meet the U.S. Courts' increasing space requirements. As chair of the interagency Courthouse Management Group, GSA is working with Congress and the Administrative Office of the U.S. Courts to create more efficient and economical means to complete the program. 

The PBS Design Excellence Program attracts well-known architects and "emerging designers," and exemplifies the commitment to design excellence that is the hallmark of all PBS construction and renovation projects. The Design Excellence Program continues to receive international recognition. In FY 1997, projects developed under the program were exhibited in major cities in cooperation with the American Institute of Architects.

The Art-in-Architecture program dedicates funds to art in public buildings, a tradition that goes back to the nineteenth century. Approximately 90 PBS Art-in-Architecture projects are in process across the country. In FY 1997, for the first time, four PBS commissions won prestigious GSA Design Awards-Diana Moore's 11-foot concrete head of Justice for the Martin Luther King, Jr. Federal Building and U.S. Courthouse in Newark, NJ; Clyde Lynd's bas-relief of fiber optics and concrete at the Federal Office Building in New York, NY; Doug Hollis' sculptural waterworks for the Vincent E. McKelvey Federal Building in Menlo Park, CA; and John Valadez's 50-foot long mural for the Federal Building in El Paso, TX.

Federal Protective Service
The Federal Protective Service (FPS) manages GSA's nationwide physical security and law enforcement programs. FPS also conducts preliminary investigations of incidents and criminal complaints occurring on GSA-controlled property, coordinates the Occupant Emergency Program, conducts risk assessments of Federal facilities and provides expert advice on security systems.

In the aftermath of the bombing of the Alfred P. Murrah Federal Building in Oklahoma City on April 19, 1995, FPS has contended with a new level of threat from domestic terrorism by upgrading security in GSA buildings, nearly doubling its ranks of uniformed officers, and developing new security standards.

In FY 1996 and FY 1997, GSA obligated $233.8 million for security upgrades, including substantial capital improvements and equipment in each of four critical areas: perimeter, entry and interior security, and security planning. About 6,700 of the 7,930 recommended and approved security countermeasures identified in the post-Oklahoma City Vulnerability Assessment of Federal Facilities have been fully implemented. Ninety percent of the highest-priority recommendations-those for large, multi-tenant buildings-have been reported as complete. 

FPS increased the ranks of its uniformed Federal Protective Police Officers to 621, approaching the goal of 724 officers recommended in a FY 1996 Booz-Allen Hamilton workload study. Contracts for security guards were also expanded to 4,923 positions.

Portfolio Management
Portfolio Management has broad responsibility for managing GSA's portfolio of Government-owned and leased buildings. Its mission is to maximize the value and performance of the portfolio, following four principles of asset management in the Federal Government: (1) to support the missions of our customers, (2) to support Federal social and economic programs, (3) to provide incentives for cost-effective operation and utilization of assets, and (4) to practice sound financial management. Its principal activities include strategic and business planning, capital investment and divestment decision-making, and analysis of portfolio and asset performance. 

Portfolio Management uses asset business plans to monitor the performance of each Government-owned building and major lease. Asset business plans provide a common direction for the management, operation and use of assets, focusing performance management down to the individual building and forming the basis for investment and divestment decisions.

To maximize the value of the PBS portfolio, Portfolio Management is responsible for minimizing the amount of non-revenue producing space in GSA's inventory. The vacancy rate as a percent of GSA's total inventory rose from 3% in FY 1993 to peak at 7% for the month of September 1996, before declining to an average 6% in FY 1997. This increase reflects the effect of downsizing on the PBS inventory. The GSA vacancy rate is lower than the comparable 10%-12% rate experienced in the private sector in FY 1997.

Property Disposal
Property Disposal manages the use and disposal of the Government's excess and surplus real properties, which are redistributed to other Government entities and to eligible non-profits, or sold to the general public. Property Disposal provides assistance and advice on complex disposal issues to Congress and other organizations in the public and private sectors, primarily on a reimbursable basis. 

Real property sales increased 29% in FY 1997, largely due to Government downsizing. The value of properties disposed rose from $309 million in FY 1996 to $398 million in FY 1997. On average, sales prices were 10% higher than anticipated fair market value.

Property Disposal coordinates Government-Owned Real Estate (GORE) sales for Federal agencies through joint real estate fairs and auctions. The GORE program provides coordinated advertising and public access through the Internet and toll-free telephone numbers. Revenues from GORE sales rose 56% from $41 million in FY 1996 to $64 million in FY 1997. Participating Government agencies realized savings of up to 50% in marketing and associated costs by using shared resources for GORE sales and eliminating the costs of holding multiple auctions.

Property Disposal is handling disposal of historic Governors Island in New York Harbor, partnering with the Coast Guard and private sector experts to ensure that the public's interests are protected in the disposal process. A strategic military site for over 300 years-and the Coast Guard's North Atlantic headquarters since 1966-Governors Island is just a half mile off the tip of Manhattan. 

Property Disposal is a significant player in the Administration's Brownfields program to clean up contaminated, abandoned sites in urban areas, integrating Federal real property disposal with community redevelopment plans. Property Disposal's role in the program includes: (1) identifying surplus Federal land-holdings in urban areas, (2) performing environmental baseline surveys of Federal property to be re-deployed, and (3) working with other public organizations to effect property transfers.

Family-Friendly Initiatives
PBS supports a family-friendly Federal work environment with a variety of programs, including child care and telecommuting.

GSA is a leader in designing and managing quality child care facilities. With the growing demand for affordable quality child care close to the workplace, GSA opened three on-site child care centers in FY 1997, bringing the total to 108 child care facilities serving Federal employees in 68 cities, 31 states and the District of Columbia. Seventy percent of GSA's child care facilities are professionally accredited, a far higher proportion than the 5% accreditation rate for all child care centers nationwide. More than 7,000 children are served in GSA's facilities. 

GSA has developed telecommuting facilities that provide employees of all Federal agencies with satellite work locations. GSA now offers Federal telecommuters across the country access to 25 centers. These centers save travel time, conserve energy, and facilitate a family-friendly workplace for Government employees.

GSA also sponsors the Cooperative Administrative Support Program (CASU). CASUs are Federal agencies' cooperative arrangements to get the best price for commonly-used support services-e.g., photocopying, warehousing, labor, moving and property management-on a fully reimbursable basis. The CASU program was moved to GSA's Office of Governmentwide Policy at the start of FY 1998.

Federal Supply Service
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Commissioner 
Frank P. Pugliese, Jr. 
Deputy Commissioner 
Donna D. Bennett 
Assistant Commissioners 
· Jon A. Jordan 
Controller 
· Gary Feit 
Business Management and Marketing 
· Patricia M. Mead 
Contract Management 
· William N. Gormley 
Acquisition 
· Raymond J. Hanlein 
Chief Information Officer 
· John R. Roehmer 
Distribution Management 
· Allan J. Zaic 
Transportation and Property Management
Employees: 3,436 
Revenue: $2.8 billion - 
General Supply Fund 
Other Funding 
· $26.9 million - Appropriated (Direct) 
· $0.3 million - Appropriated (Reimbursable)
The Federal Supply Service (FSS) provides Federal agencies with $14.2 billion a year in direct and contract support, fleet services, travel and transportation services, and disposal of excess personal property. FSS makes these available-predominantly on a reimbursable basis-through its four business lines:

·Supply and Procurement
·Fleet Management
·Travel and Transportation
·Personal Property Management.
Supply and Procurement
In FY 1997, Supply and Procurement programs made it possible for FSS customers to purchase more than $8.1 billion worth of commercial products more easily, with faster delivery and at significant savings. The reimbursable costs of operating these programs continued to decline overall, and dropped from $4.67 per $100 sales in FY 1996 to $4.48 per $100 in FY 1997. 

FSS offers more than 4 million commercial items, including office equipment and supplies, paint, tools, furniture, vehicles, and an array of commercial services such as charge cards, temporary clerical assistance, and financial management services. Making products more accessible and easy to obtain, GSA has introduced GSA Advantage!TM, its 24-hour Internet-based Government shopping service at www.fss.gsa.gov. Customers can shop for the items they need, select delivery options and place their orders electronically. They can pay using an IMPAC/VISA Card or a GSA account number and be assured of the highest level of security. Sales on GSA Advantage!TM grew from $5.7 million in FY 1996, its first full year on-line, to $28 million in FY 1997. 

FSS offers three methods of professional buying and delivery services.

The FSS Stock Program sales were $880 million in FY 1997. Over 18,000 items are economically procured in bulk and redistributed to Federal customers worldwide through 11 distribution centers. The reimbursable costs per $100 sales increased from $24.04 in FY 1996 to $28.11 in FY 1997, as sales for this program declined by 12% from $990 million in FY 1996 and costs increased marginally. These developments can be attributed to Department of Defense downsizing and commercial credit card ordering. Increasingly, Stock Program customers are changing from centralized logistics, procurement, and administrative offices to mission managers. From a Governmentwide perspective, agencies are benefiting from lower administrative costs and inventory investments by relying on FSS.

Special Order sales rose to $1.5 billion in FY 1997, 7% higher than FY 1996 sales of $1.4 billion. The Special Order program provides products related to special needs or those for which stocking is not desirable but consolidated contracting and ordering is beneficial-e.g., vehicles, 

appliances and furniture. Shipments are direct from vendor to user. FY 

1997 sales included $519 million in purchases for the FSS Interagency Fleet Management System.

Federal Supply Schedules provided a record $5.6 billion direct from vendors. Federal Supply Schedules cover goods or services characterized by the need for broad choice or rapidly changing technology. Customers order from commercial vendors, receive delivery and pay for their orders directly, benefiting from the terms and conditions negotiated by GSA. FY 1997 was the first full year the FSS Schedules Program was covered by an industrial funding mechanism. Because the program is significantly different from the Stock and Special Order Programs, which have been industrially funded for a decade, a distinct cost recovery method was devised for Schedules. Though all costs of the program were successfully funded in FY 1997 through a 1% fee on Schedule sales remitted to FSS by contractors, the new procedures helped identify needed improvements in the reconciliation of sales data and fee payment. In addition, FSS is developing an electronic process that will rely on quarterly Internet reporting of sales and electronic funds transfer instead of paper processing.

FSS Simplifies Procurement
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Through its direct service delivery and skilled contract negotiations, FSS facilitates procurement for Federal agencies. FSS contracts with vendors and its direct supply services-such as its Customer Supply Center telephone ordering and new "virtual stores"-let agencies obtain products and services with a minimum of paperwork and delays. In addition, FSS contracts provide charge cards that facilitate routine purchases for Federal agencies, travel for Federal employees and driving Federal vehicles. In FY 1997, GSA Advantage!,TM the FSS on-line catalog, let agencies shop and place orders for over 310,000 products with a few keystrokes. GSA's objective is to minimize the effort required for Federal workers to get what they need to do their work. By simplifying procurement, we help them focus their energies on accomplishing their own missions. 

The FSS Multiple Award Schedule (MAS) program, under which FSS awards contracts to multiple vendors of a broad array of products and services, has experienced the greatest growth for FSS sales. Reengineered to simplify ordering, relax small dollar procedures, reduce prices and improve delivery times, this program is highly popular with FSS customers. Drawing on its MAS contracting expertise, FSS has distinguished itself in contracting for services. These include management, organizational and business improvement services, equal opportunity and employee relocation services. Multiple award schedules for professional temporary support services, auditing and financial system services will be available in FY 1998.

FSS contracts for Government charge cards to pay for products and services. Beginning with the travel card it has provided since 1983, FSS has contracted for charge cards that simplify Federal procurement, employee travel and vehicle use, and eliminated administrative processes that would have cost an estimated $616 million in FY 1997. In addition, use of the cards provides regular management reports with a clear audit trail. 

The next generation of purchase, travel and fleet cards will offer a variety of products and services through many different card service providers. The new programs will provide flexibility, richer transaction detail and state-of-the-art technology while streamlining payments. New five-year contracts will be awarded in early 1998, bringing closer the day when all card services might be integrated in a single card.

The popular IMPAC/VISA Purchase Card is used by 264,505 Federal workers Governmentwide. In FY 1997, the card was used to make over $4.9 billion in Government purchases, 69% more than in FY 1996. The number of cardholders rose 26% from 209,295 in FY 1996. Use of the IMPAC/VISA card brought $7 million in refunds that were allocated among user agencies for the year ending July 1997.

American Express Travel Cards offer savings, convenience, documentation. Federal employees purchased $3.6 billion in travel and related services in FY 1997, using American Express Travel Cards provided through FSS. Individually billed travel cards are issued to Federal employees, reducing administrative costs for Government travel and providing information that can be used to monitor travel funds. Refunds of $20 million were paid to the Government in FY 1997 and distributed proportionally among the user agencies. The number of travel card users increased 7% from nearly 1.4 million in FY 1996 to nearly 1.5 million in FY 1997, continuing a steady rise in the use of Government travel cards. 
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Interagency Fleet Management System
The Interagency Fleet Management System (IFMS) provides vehicle services to 75 Federal agencies, offering a modern fleet and timely replacement of vehicles, low lease costs, professional maintenance management, and a selection of alternative-fuel vehicles. It is the largest civilian U.S. Government fleet outside the Postal Service. 

GSA's fleet size is growing. IFMS business volume totaled $787 million in FY 1997. During the year, GSA's fleet size increased with the consolidation of 4,795 vehicles, including the first 1,650 vehicles from the Army-Europe's non-tactical fleet. The remaining vehicles were consolidated from the Marine Corps, the Army Corps of Engineers, the Navy, NASA and the Environmental Protection Agency. 

Over the past 11 years, GSA's fleet has grown by nearly 61,000 vehicles to total 155,000 automobiles, passenger vans, light, medium and heavy trucks, buses, ambulances and special purpose equipment. In FY 1997, annual savings attributable to consolidations grew to $58 million. The IFMS now manages 41% of the Government's vehicle inventory and will consolidate another 11,000 vehicles by FY 2000. 

GSA contracted with Wright Express Corp. in FY 1997 to provide Fleet Service Cards for users of Government fleet vehicles. These are the first Government-provided commercial charge cards for use in purchasing fuel and services for its fleet vehicles. In addition to the cards provided for use with the 155,000-vehicle GSA fleet, FSS also provided cards for 175,000 customers from more than 75 other civilian agencies. Use of the cards helps fleet managers identify unauthorized purchases, time and place of purchase, and fuel consumption, and provides other information essential to efficient fleet operations.

GSA provides the most economical, effective and efficient fleet management. IFMS provides Federal agencies with automobiles at lease prices as low as $146 a month, plus fuel and mileage, for a 4-door sedan. Reimbursable costs per mile increased 4% to 28.5 cents for FY 1997. Most of the higher cost can be attributed to a one-time increase in reported petroleum expenses for FY 1997. Lower-than-expected proceeds from sales of IFMS used cars was another factor. 

GSA Maintenance Control Centers (MCCs) provide immediate advice on vehicle maintenance. IFMS customers and maintenance and repair vendors rely on the trained automotive technicians at the MCCs to give advice and approval on maintenance and repairs of fleet vehicles. In FY 1997, to ensure a prompt customer response, the IFMS installed a new calling system that extends hours of service and virtually eliminates hold time. In the past, maintenance operations were controlled by regional MCCs. Now, customers and vendors alike can access IFMS technicians and vehicle repair histories through a single nationwide toll-free number.

IFMS Pioneers Alternative-Fuel Technologies. GSA's Fleet Management program helps implement new and advanced automotive technology, in the spirit of the Alternative Motor Fuels Act of 1988, the Clean Air Act of 1990, the Energy Policy Act of 1992 and various Executive Orders. GSA has been proactive in development of alternative fuel vehicles (AFVs), purchasing over 14,500 AFVs since 1991. It has been instrumental in moving AFVs from test units to production line vehicles and in organizing a refueling site infrastructure, especially ethanol and methanol refueling sites in the Midwest and California. 

The GSA fleet provides vehicles for emergency and special use. GSA provided over 300 fleet vehicles to the Secret Service, the State Department and various other agencies, during the June 1997 G-8 Summit meeting in Denver. 

Travel and Transportation Services
FSS helps control and reduce Federal costs through its commercial travel and transportation programs. Travel services include negotiated airline contracts, travel agency services, hotel and motel discounts, and a travel expense payment system. Transportation services include the shipment of parcels, freight and household goods.

FSS programs save billions in travel costs. Federal employees spent $8 billion on travel and related services in FY 1997. By leveraging the size of the Federal travel market, FSS is able to negotiate favorable prices for Government travel and accommodations and offer significant savings through several programs:

The Contract Airline City-Pair Program provided airfares at 62% discounts. This program offered Federal travelers unrestricted discount airfares on 6,100 routes that yielded $2.4 billion in savings in FY 1997 under contracts with 18 commercial airlines. Rates negotiated for FY 1998 will save 70% over full, unrestricted fares and produce an estimated $2.65 billion in savings. Discounts will be available on only 5,800 routes, however, apparently reflecting about 300 routes found to be less economical or unprofitable to the airlines, and changes in government travel patterns.
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Travel Management Centers (TMC) cut administrative costs. The TMC program enables Federal agencies to shift the administrative burdens of arranging travel from in-house staff to commercial travel agents at no cost to the Government. Use of Travel Management Centers also ensures that Federal travelers take advantage of City-Pair and other cost-saving programs. 

FSS provides low-cost shipping services for Federal agencies through industry-negotiated agreements and contracts with private sector providers. These include next-day and second-day express small-package deliveries, freight shipments and transport of relocated employees' household goods.

FSS customers saved $82 million on overnight and second-day deliveries. Federal shippers sent over 17.9 million shipments in FY 1997 at rates 44% less than the cost of comparable corporate customer service. Small-package business volume totaled almost $101 million in FY 1997, over 36% more than the $74 million spent to send 11.6 million shipments in FY 1996. Federal Express holds the contract for Government small-package delivery. It offered two new services in FY 1997-second-day delivery and overnight delivery by 10:30 a.m.-with a money-back guarantee if delivery is even one minute late. The contract also provides for weekend and holiday pick-up and delivery.

FSS-negotiated agreements saved $47 million on freight shipments, with motor carriers charging FSS customers 45% less than regular tariff rates. 

FSS agreements with household goods carriers save 49% on employee moves. Government agencies spent a total $62 million in FY 1997 to relocate employee households. Savings from this program are estimated to be as high as $73 million based on equivalent commercial rates. 

FSS oversees audits of Federal freight and passenger transportation vouchers to recover or avoid excess charges. Government transportation costs were reduced by $3 million by auditing transportation bills prior to payment. Savings have exceeded $37 million over five years. 

Personal Property Management
FSS manages and operates an asset management program for Governmentwide personal property through its utilization, donation, and sales programs. Reuse of Government-owned property saved taxpayers over $1.9 billion by avoiding new purchases and making the most of the investment already made. 

FSS transfers excess property among Federal agencies. Under this program, property no longer needed by one agency is screened for use by others. In FY 1997, property having a replacement value of approximately $1.1 billion was transferred among agencies, thereby avoiding an outlay of Federal tax dollars for new purchases.

Property unneeded by the Federal Government may be donated to State Governments for use by public agencies and certain nonprofit, tax-exempt activities, saving State and local tax dollars. Of the $617 million in this category in FY 1997, over $7 million went to public and nonprofit agencies that assist the homeless.

Surplus property no longer needed by the Government is sold to the public. In FY 1997, sales totaled $216 million. This includes the "exchange sale" of Government-owned personal property where sales proceeds are applied to offset the cost of replacements. Vehicles, furniture, computers, cameras and tools are some of the most popular items sold.

Federal Technology Service
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Commissioner 
Robert J. Woods 
Deputy Commissioner 
John Okay 
Assistant Commissioners 
· Sandra N. Bates 
Service Delivery 
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Regional Services 
· Bruce Brignull 
Service Development 
· Thomas R. Burke 
Information Security 
· Al Olson 
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· Abby Pirnie 
Strategic Planning and Business Development 
· Charles A. Self 
Information Technology Integration 
· Linda Vandenberg 
Controller
Employees: 1,316 
Revenue: $2.5 billion - Information Technology Fund 
Other Funding: 
$15.8 million - Appropriated (Direct)

The Federal Technology Service (FTS) delivers reimbursable local and long-distance telecommunications, information technology (IT), and information security services to Federal agencies. In FY 1997, FTS reorganized to better provide its customers around the world with best value, innovation, integration, and interoperability through two business lines: (1) Network Services and (2) Information Technology Solutions. 

On October 1, 1997, FTS changed its name from the Federal Telecommunications Service. 

FTS conducted its first agencywide customer satisfaction survey in FY 1997. Results showed 84.5% overall satisfaction with FTS products and services and 86.4% overall satisfaction with FTS representatives. However, the survey results also indicated a need for FTS to make customers better aware of the roles and capabilities it has in finding solutions to their technology needs. In response to this, FTS has undertaken an Information Outreach Initiative.

Network Services
To take advantage of the deregulation of the telecommunications industry which will result in greater integration of local and long-distance services, FTS consolidated its long-distance program, regional telecommunications and network applications into one business line-Network Services. 

FTS2000 Long-Distance Telecommunications Service
FTS2000 provides low-cost long-distance service to 1.7 million users in the Federal Government. It carries an average of 485 million minutes per month of voice traffic-a total 5.9 billion minutes in FY 1997. Through innovative public/private partnerships, FTS2000 uses digital telecommunications and fiber optics to provide a full range of long-distance voice, data and video telecommunications services.

FTS2000 generated $681 million in revenues in FY 1997. Revenues were 9% lower than in FY 1996, because rates dropped dramatically as a result of the renegotiation of the FTS2000 contracts, which became effective October 1, 1996. The renegotiated rates provide on-network long-distance services for as low as 2-cents a minute. The FTS2000 overhead percentage remained at 8% (including a 1% surcharge to fund National Performance Review IT initiatives). FTS2000 continued to reduce employment levels and to streamline operations.

FTS2000 services are provided under two 10-year contracts with AT&T and Sprint that are due to expire at the end of 1998. FTS worked with Congress and the Executive Branch to develop a "Post-FTS2000 Program Strategy"-now known as FTS2001-to provide telecommunications 

services worldwide into the 21st century. Long-distance services will be delivered through comprehensive contracts that provide minimum revenue guarantees for vendors, leverage the high volume of the Federal market, and maximize competition and the range of customer options. 

FTS long-distance services will no longer be mandatory for Federal agencies under FTS2001. Agencies will be able to select their own service provider. Another change will permit the vendors who win FTS2001 contracts, after a one-year forbearance period, to offer optional local services, while vendors in GSA's new Multiple Area Acquisition local service program will be able to offer optional long-distance service. Because of these competitive features, as well as rapid change in the industry and the impact of the 1996 Telecommunications Act, the FTS2001 strategy emphasizes commercial practices, flexibility, responsiveness and comprehensive contracts that offer all telecommunications services worldwide. Worth $5 to $8 billion, these will be the largest non-Defense Government contracts.
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FTS manages several other related service acquisition projects:
· The $300 million Federal Wireless Telecommunications Service contract, awarded to GTE, Inc. in November 1996, provides nationwide cellular telecommunications services and equipment at prices that are highly competitive with equivalent commercial rates. 

· The International Direct Distance Dialing contract, awarded in July 1997 to AT&T, provides a consolidated international direct dialing service for civilian and Defense Department agencies, at a 35%-40% discount from published tariff rates. 

· Two FTS contracts for Commerce, Internet, and Electronic Mail Access (CINEMA), offer Federal agencies dial-up subscription services for Internet access, electronic commerce and E-mail at prices 33% lower than comparable commercial service. 

· The Nationwide Wire and Cable Contract, to be awarded in early FY 1998, will enable users to economically upgrade and maintain cable and wiring to support Local Area Networks. 

· The FTS Telecommunications Management Support Contracts, awarded in September 1997, provide cost-effective, high-quality telecommunications support services, and offer a choice of contractors. Under the contracts, Federal agencies and other authorized users worldwide can obtain support for engineering and analysis, operations and maintenance, testing and evaluation, and program management, as well as transition to the FTS2001 network.

For the first time, FTS is providing long-distance service to Native American tribal organizations. An agreement was signed in December 1996 with the Quileute Tribal Council of LaPush, WA. Ten other tribal organizations signed similar agreements with FTS in FY 1997, and more than 40 others have expressed an interest. Over 550 

Native American organizations are eligible to receive FTS2000 long-distance, Internet and other telecommunications services.

FTS offers the Federal Information Relay Service (FIRS) for the hearing- and speech-impaired. FTS ensures that hearing- and speech-impaired individuals who use a teletypewriter have access to its telecommunications services. In FY 1997, FIRS handled 190,000 calls.

Regional Telecommunications Services
FTS Regional Telecommunications Services provides local voice and data telecommunications to Federal agencies. Due primarily to a monthly rate reduction, revenue declined 13% from $279 million in FY 1996 to $243 million in FY 1997. The number of FTS phone lines also declined, dropping from 556,314 in FY 1996 to 554,366 in FY 1997. The two primary factors contributing to this reduction are the downsizing throughout the Government and the fact that GSA local telecommunications services are no longer mandatory. Regional Telecommunications provides two major reimbursable activities: Switched Services and Purchase of Telecommunications.

FTS provides Switched Services through over 400 local telecommunications systems. They offer all the features of modern telecommunications systems-conferencing, voice mail, call forwarding, call pick-up, abbreviated dialing, integrated services and digital network lines. The FTS monthly line rate has fallen steadily over the past five years and dropped 17% from an average $24.16 in FY 1996 to $19.98 in FY 1997. An $11.1 million cut in overhead costs contributed to this year's savings.

In FY 1997, FTS adopted new acquisition strategies for low-cost local services. The Metropolitan Area Acquisition (MAA) program will take advantage of competition in major markets to achieve an immediate, substantive, and sustained price reduction for several layers of local telecommunications services. The first MAA contracts will be awarded in 1998 in New York City, San Francisco and Chicago. In the Washington, DC, area, FTS is initiating a new local telecommunications service-WITS2001. Starting in 1999, FTS will turn over to a contractor the 170,000 Government-owned telecommunications lines in the WITS network, under the contract that will enhance the infrastructure and consolidate FTS telecommunications services in the Washington area. 

The $50 million Purchase of Telecommunications Services (POTS) program provides the contracts for Federal agencies to purchase telecommunications systems and services. The 20 POTS contracts provide new and reconditioned telephone station equipment, digital private branch exchange systems, digital electronic key systems, cellular equipment, telecommunications devices for the deaf, installation, relocation, wiring, cabling and maintenance.

Emerging Technologies
FTS provides GSA's customers with cutting-edge technologies, including top-level home page development, intergovernmental technology integration and Internet training development. 

Government Information Exchange (GIX). GIX provides a road-map to a vast array of Government information in a user-friendly platform, with links to Government websites. The GIX search service allows users to search and retrieve information from a database of more than 1.6 million documents. In FY 1997, GIX teamed with the Federal Information Center to form a seamless network to help the American public locate Government information quickly. 

Federal Information Center (FIC): 2 Million Customer Inquiries. The FIC provides a toll-free "800" number which the public can call to inquire about Federal agencies, programs and services; about Federal publications; and about the laws and regulations under which Federal agencies operate. Serving all 50 states, the FIC fields about 2 million inquiries annually.

Iowa Communications Network (ICN) is a Federal-State partnership that is developing a statewide network to improve delivery of Government services. ICN has piloted use of the network for many applications, including Social Security claims hearings, Veterans Affairs (VA) appeals, Federal Court arraignments, and telemedicine applications at VA medical centers. In FY 1997, FTS established six regional video-conference centers connected to the ICN and helped implement a Citizens Information Network.

Information Dissemination Management
Center for Electronic Messaging Technologies. Electronic Messaging includes Governmentwide E-mail and electronic infrastructure development, X500 directory services and E-mail technical services. In FY 1997, the Center agreed to assume responsibility for managing the Federal Government gateway on the Internet. Effective October 1, 1997, all agencies creating Federal Internet addresses must register new .gov domain names with GSA. 

FTS manages the Blue Pages Project, to make it easier for the public to find Federal telephone numbers in 6,200 telephone directories around the country. The project is a partnership among GSA, other Federal agencies, local Federal Executive Boards and Associations, and the publishers of telephone directories. More than 200 individuals from 24 agencies worked with directory publishers, including Ameritech and Sprint, to make the Government listings easier to use. By the end of FY 1997, 14% of all U.S. households were provided with new blue pages listings. More than 50% will be reached by the end of FY 1998.

Information Technology Solutions
In FY 1997, GSA consolidated its IT programs within Information Technology Solutions. These centers of expertise help agencies acquire, manage, integrate and use automated data processing resources securely. They are non-mandatory and fully self-supporting.
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Information Technology Integration
The four major Information Technology Integration (ITI) programs grew by 53% overall to a total business volume of $1.4 billion in FY 1997.

(1) Federal Information Systems Support Program (FISSP) provides agencies with systems definition and design, business and scientific software services, computer security studies and risk analyses, facilities management, and related services, through contracts with private sector vendors. Its business volume grew 25% from $312 million in FY 1996 to $389 million in FY 1997.

(2) Federal Computer Acquisition Center (FEDCAC) delivers reimbursable full-service management of computer acquisitions worth more than $100 million.

(3) Federal Systems Integration and Management Center (FEDSIM) helps agencies acquire and use IT and information systems, on a fully reimbursable basis. FEDSIM analysts provide cradle-to-grave technical and acquisition services, including outsourced data processing, Global Positioning Systems services and equipment, and disaster recovery services. Business volume for FEDSIM and FEDCAC totaled $481 million in FY 1997, double the $240 million in FY 1996.

(4) Federal Acquisition Support for Technology (FAST) sales grew strongly in FY 1997. In its second full year, the program provided $552 million in technological contracting support for Federal agencies, 47% more than the $379 million in FY 1996 sales. Offering quick procurement of commercially available off-the-shelf software, equipment and non-complex integration services, FAST was popular with customers. However, managing its rapid growth was cumbersome for GSA. FTS is addressing the factors that contributed to the program's problems, such as contractors' inability to meet the accelerated FAST schedule; late payment by the Defense Department, the primary FAST customer; a large volume of accounting transactions which had to be reconciled manually; and overlapping regional marketing. Late payments by the Defense Department resulted in severe cash shortages in the IT Fund and exposed a liquidity problem, which management reported as a material weakness in the FY 1997 Federal Managers' Financial Integrity Act Report.  [See page 110.]

FTS awarded three Virtual Data Center Services contracts in FY 1997, to meet agency needs for data processing while furthering a White House objective to reduce by half the number of Government-managed data centers. Under the contracts, worth as much as $6 billion, agencies currently using IBM, Unisys, Digital Equipment, and Honeywell mainframes can order a full array of data processing services on a task order basis. 

FTS developed a "seat management" program that will allow agencies to fully outsource all desktop automation services rather than purchasing equipment that can quickly become obsolete and need to be replaced. Seat management contracts, potentially worth billions of dollars, will be awarded in FY 1998.

Information Security 
The Office of Information Security (OIS) provides worldwide information system security services and policy guidance for Federal agencies conducting national security and sensitive operations. In partnership with the National Security Agency, OIS provides digital signature and encryption for E-mail, and supports U.S. intelligence missions in Europe. OIS services are non-mandatory and reimbursable. Its $104 million in FY 1997 revenue is 70% higher than the FY 1996 revenue of $61 million.

OIS's Paperless Federal Transactions for the Public program is pilot-testing software that gives individuals access to their own Government records and allows them to conduct secure transactions on-line. The software is on a 3.5-inch "public key" diskette containing a "certificate" that identifies the user.

Office of Governmentwide Policy
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Electronic Commerce
Employees: 270
The Office of Governmentwide Policy (OGP) collaborates with the Federal community and others to develop policies and guidelines, to provide education and training, and to identify best practices in the areas served by GSA's business lines:

· real property and personal property 
· travel and transportation 
· acquisition 
· information technology (IT) 
· regulatory information 
· use of Federal advisory committees.
OGP is the Federal focal point for electronic commerce, Government collaboration, shared systems, professional development, acquisition, and regulatory information.

Electronic commerce is the comprehensive end-to-end electronic exchange of information needed to do business. OGP has taken the lead in coordinating Federal electronic commerce policies. It provides expertise on emerging IT applications, developing policies and guidance for software engineering, multimedia technology, cost models and the Internet. Co-chairing a Governmentwide electronic commerce program office, OGP provides continuity and a focus of activity for (1) Government card services; (2) electronic benefits transfer rollout; (3) acquisition of management and technical support; (4) design, development and prototyping technology; and (5) development of new policies to promote the use of electronic commerce. 

OGP is pioneering the use of smart card technologies to provide Federal users with charge cards embedded with tiny computer chips that contain identifying information, account balances and other data. One smart card will enable the user to purchase a wide variety of items, from computers to telephone calls to gasoline, and will lead to further efficiencies in Federal acquisition programs. OGP expects to award a smart card contract in FY 1998.

OGP is supporting the development of a nationwide standard Electronic Benefits Transfer (EBT) System to deliver Government benefits, such as food stamps, electronically by 1999. 

By September 1997, half of the States were using EBT systems to provide cash and nutrition program benefits to "unbanked" households. This enables participants to obtain cash at ATMs or to spend benefits at point-of sell devices in the same manner as bank debit card users. OGP coordinates the direction of the EBT rollout by the Federal EBT Principals, composed of executives from GSA and five other agencies.

OGP established the Interagency Electronic Grants Committee, as part of the Vice President's Access America Plan, to develop an electronic consolidated grants application system and other initiatives to reengineer the $250 billion Federal grants process. 

Governmentwide Collaboration
OGP works with over 70 interagency groups, including local, State and other national governments, in developing and refining Governmentwide policies. 

OGP is leading the effort to resolve intergovernmental IT issues with local, state and other national governments. It provides a variety of products and services to facilitate intergovernmental collaboration, including the State and International Government IT Directories, and publishes the Intergovernmental Solutions Newsletter, a publication that highlights emerging intergovernmental IT issues such as smart cards and electronic commerce. 

OGP chairs the U.S. Intergovernmental Advisory Board, which focuses on educating IT professionals nationwide. It participates in the Intergovernmental Enterprise Panel, which identifies issues and priorities and addresses IT challenges in delivering human services.

OGP also chairs the International Council for IT in Government Administration, which helps senior managers in 25 countries formulate IT policy to improve public administration. It supports the international G-7 Government On-line Project, which emphasizes innovation in service delivery to citizens. In 1997, OGP officials met with their counterparts from Norway, Sweden, Canada, Korea and Australia to discuss such issues as electronic commerce, Year 2000 programming, legislation, the Chief Information Officer concept, public key infrastructure, and Internet/Intranet policies.

OGP facilitates public/private information-sharing for effective real property use. Its comprehensive study of space-use standards and best practices in both sectors led to policy recommendations for improving real property management and space utilization throughout the Government. In addition, OGP has initiated the first comprehensive study of intergovernmental and local interests in community-based real property issues, which will result in an Interagency Community-based Master Plan. 

In FY 1997, OGP brought Federal agencies and the telecommunications industry together to discuss issues surrounding the placement of commercial wireless antennas on Federal property. A working group was formed to revise Federal guidelines for antenna-siting and, as a result, 58 antennas are currently installed on GSA buildings. OGP also participated with 15 other Federal agencies in an in-depth Governmentwide review of Federal real property disposal policies. 

OGP writes Federal travel regulations and determines travel expense reimbursement rates. It played a key role in the interagency project that developed a package of legislative and regulatory reforms enacted in 1996 and 1997 that will save the Government hundreds of millions of dollars a year. OGP develops and implements per diem rates (maximum reimbursement levels) for Federal travelers. The 1997 rates include the first change in the standard mainland U.S. lodging rate in eight years. 

OGP develops goals and performance measures for managing the Federal motor vehicle and aircraft fleets, working with the 28 agencies that manage vehicles and the 18 agencies that manage aircraft. OGP also helps agencies comply with legislation requiring an increase in the numbers of alternative-fuel vehicles in the fleet. 

OGP-led teams improve the return on investment for Federal personal property. OGP established four reinvention teams to review policies and procedures on exchange sale; to find ways to reduce the cost of the disposal/sale process; to streamline the process; and to design incentives for agencies to better identify property for disposal.

OGP's Committee Management Secretariat worked with over 50 agencies to implement a 1993 Executive Order that reduced the number of Federal advisory committees from 801 to 534. Largely because of OGP efforts, there were only 520 such committees in FY 1997.

Shared Systems
OGP develops and maintains computer systems and databases that are used Governmentwide. 

Modernization of the FIRM real property inventory system permits timely access to information on leasing, construction, renovation and asset management for about 25% of all civilian Government-owned and leased property. OGP now has installed FIRM software and provided training and technical support for 17 Federal agencies and bureaus. Five agencies were added to the system in FY 1997. 

The Federal Procurement Data Center assembles detailed information on more than 20 million contract actions for Federal contracts for $25,000 or more. During FY 1997, the Federal Procurement Data System was upgraded from a timesharing environment to an in-house, server-based system. It now offers on-line access and editing as well as batch data submissions, and it provides data on CD-ROM and the Internet.

The Acquisition Reform Network (ARNet) is the primary hub for Internet-based acquisition tools and information. It is the entryway to various databases such as the Federal Acquisition Regulation, the Commerce Business Daily, the List of Parties Excluded from Federal Procurement and Nonprocurement Programs, and electronic catalogs such as GSA Advantage!TM.

OGP operates the Federal Aviation Management Information System (FAMIS), which assembles data on Federal civilian aircraft inventories, costs, utilization, contract services, facilities and travel by senior Federal officials. 

Professional Development
OGP offers professional development opportunities for Federal acquisitions and IT personnel. 

Its Federal Acquisition Institute (FAI) develops training programs to help Federal procurement personnel learn the skills and knowledge they need to award and administer contracts competently. The FAI also provides career development services for the Federal acquisition workforce; helps agencies recruit highly-qualified personnel; and coordinates research to improve the procurement process. In FY 1997, FAI began pilot-testing its On-line University, a promising experiment in state-of-the-art distance learning. 

OGP provided mail management training for approximately 1,700 Federal employees in FY 1997. In response to an urgent need for training in handling potential letter bombs, OGP developed and delivered a course to more than 400 workers within two weeks.

OGP manages the Trail Boss program to train managers of Federal IT systems. By the end of FY 1997, almost 1,000 IT managers from various Federal agencies had been trained. Trail Boss graduates manage most of the major Federal IT systems.

The 1,000 by 2000 program to develop IT leaders is a cooperative effort with 28 universities around the country to prepare Government IT managers for leadership roles in information resources management (IRM). Its objective is to train 1,000 IRM professionals by the year 2000. There have been almost 500 graduates, 109 of them in FY 1997. Almost 700 students were enrolled at the end of the fiscal year.

Acquisition Systems and Support
As one of three agencies responsible for promulgating the Federal Acquisition Regulation (FAR), GSA is actively involved in implementing procurement laws that affect all Federal agencies. 

OGP's Office of Acquisition Policy supports the Federal acquisition system, through which the Government obligates $200 billion annually. OGP is leading the effort to create an efficient, timely and customer-focused procurement system. It provides cross-cutting management systems and support to the Federal community.

In FY 1997, OGP implemented fundamental changes affecting how the Executive Branch manages procurements of a wide variety of services.

OGP has the authority to suspend and debar contractors who are not responsible business partners. Suspension is temporary disqualification from Federal contracting and subcontracting; debarment results in disqualification for a specified period of time. In FY 1997, OGP completed 183 suspension and debarment actions. 

Information Technology
OGP provides executive and interagency IT support, including critical policy-level support to the CIO Council, in acquisition pilot projects, training, planning, outreach, and resolution of the Year 2000 computer programming problems. OGP also supports the Government IT Services Board and provides IT tools to support agencies' missions. In response to increasingly complex issues arising from use of the Internet, OGP created a Federal Webmasters Working Group to identify, discuss and collaborate on policy concerns imposed by the Privacy Act and the Freedom of Information Act. 

Regulatory Information Service Center 
The center compiles and disseminates information about Federal regulatory activity. Twice a year, under Executive Order 12866, it compiles and publishes the Unified Agenda of Federal Regulatory and Deregulatory Actions, which describes regulatory activities under development or recently completed at approximately 60 Federal Departments and agencies. The fall Agenda contains the Regulatory Plan, which discusses agencies' regulatory priorities and provides fuller descriptions of their most significant rulemakings.

Staff Offices
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Chief Financial Officer
Dennis Fischer 
Chief Financial Officer
The Chief Financial Officer (CFO) oversees GSA's financial management, including budgeting, accounting, cash management, payroll, financial reporting, strategic planning and performance measurement. GSA's CFO manages financial operations on a scale comparable to a Fortune 100 company.

The CFO has principal responsibility for GSA's administrative controls and for administering its funds and employment ceilings. This office manages Finance Centers in Kansas City and Fort Worth and operates the agency's core financial systems, e.g., the accounting system, executive information system, and the financial part of other systems. 

The CFO is responsible for preparing and administering GSA's budget, and for shepherding it through the approval process at the Office of Management and Budget and on Capitol Hill. The CFO analyzes, reviews and processes financial plans, and reviews legislation and regulations.

In addition to managing over 30 GSA funds, the CFO provides reimbursable accounting and payroll support for more than 40 agencies and commissions; supports the Department of Justice in litigating Indian Tribal Claims against the Government; and manages GSA's Commercial Activities Program. 

The CFO provided payroll services for 14,400 GSA and 9,600 client employees in FY 1997. All new employees and 96% of all GSA employees were paid by electronic funds transfer through GSA's Direct Deposit Program in FY 1997, an increase of 3% over FY 1996. 

The CFO billed Federal clients for over $10.2 billion in services and supplies in FY 1997. Although 70% of this amount was collected directly through the Department of the Treasury, the CFO's Office sent out 364,000 bills. 

Although 92% of GSA's vendor payments were made on time, other performance measures have declined in the past three years due to agency downsizing. GSA earned only $2.7 million, or 86% in discounts in FY 1997-an 11% reduction from the previous year; and paid 51% more interest on late payments to vendors in FY 1997-$124 per million dollars disbursed.

GSA's cash management function is increasingly electronic. Nearly half the $9.8 billion in disbursements, and 26% of all invoices, were paid electronically. GSA's credit card program, which receives electronic vendor invoices, increased over 200% to $76 million in FY 1997. These percentages will increase as more vendors provide electronic invoices. In FY 1997, only 7% of GSA's invoices were received electronically.

GSA pursues the assessment of civil monetary penalties, which include non-criminal penalties, fines and other monetary sanctions imposed by administrative proceedings or Federal court actions. In FY 1997, GSA assessed and collected over $46,000, and reduced $1 million by agreement, leaving an outstanding penalty balance of $50,000.

The CFO is responsible for the agency's financial management and all financial reporting, and produces the agency's comprehensive annual reports and audited financial statements. GSA's financial statements have been subject to an outside audit for the past 10 years and earned unqualified opinions each year. This standard of excellence is unmatched by any other large Federal agency. In cooperation with the Office of Public Affairs, the CFO produced this Annual Report, which incorporates the auditors' report and other required reports, including the Prompt Payment 

Report and the Cash Management and Electronic Payments, Receivables Management and Civil Monetary Penalties report.

The CFO oversees GSA's strategic planning process, coordinates the agency's quarterly General Performance Reviews and helps develop performance measures for all GSA business lines. In FY 1997, GSA submitted its first multi-year strategic plan to Congress under the Government Performance and Results Act.

Chief Information Officer
Joe Thompson 
Chief Information Officer
The Office of the Chief Information Officer (CIO) is responsible for applying state-of-the-art information technology to achieve GSA's business goals and to support agency programs. Established by Congress in 1996, the CIO is the principal advisor to the GSA Administrator and to all GSA offices on business-related information technology.

This office ensures the best possible return on GSA's technology investments by working with the agency's top leadership on its Business Technology Council, which guides the GSA information technology capital planning and investment process, required of all Federal agencies under the Clinger-Cohen Act. In FY 1997, GSA was the first agency to publish its own capital-planning and investment model.

A top priority for the GSA Business Technology Council is the creation of the agency's Corporate Information Network, which will give GSA one of the most comprehensive and efficient communications systems in Government. A model for other agencies, the Network is based on the innovative "seat management" concept, which offers short-term leases and timely upgrades of computer equipment and eliminates the need for agencies to purchase (and dispose of) soon-to-be-obsolete equipment. It will feature a single Local Area Network, electronically configured so it can be managed remotely by a contractor. It will also provide a National Notes Infrastructure; innovative applications and groupware, and a fully digital Wide-Area Band Network. 

With E-mail, Internet and Intranet service already in place, the agency is moving aggressively to implement well-designed and forward-thinking IT solutions to address our unique operating program requirements. Standard, modern computing tools, applications, and local network services will move information to our customers faster and more smoothly, under the guidance of the Chief Information Officer.

Congressional and Intergovernmental Affairs
William R. Ratchford 
Associate Administrator
The Office of Congressional and Intergovernmental Affairs is GSA's liaison with Congress. The Office coordinates meetings and testimony on Capitol Hill for the Administrator and other agency senior staff; helps Congressional offices resolve GSA-related problems; coordinates responses to Congressional inquiries; and shepherds the GSA legislative program and budget through Congress.

GSA works closely with the six Congressional committees that oversee GSA operations: the Senate Environment and Public Works Committee, the Senate Governmental Affairs Committee, the House Transportation and Infrastructure Committee, the House Government Reform Committee, and the Treasury, Postal Appropriations Subcommittees for both the House and Senate. 

GSA supports 1,413 home-state offices for Senators and Members of Congress. We provide office space, furniture, furnishings, furniture repair, property disposal, equipment and supplies, and storage and relocation services through a Congressional Services Representative in each GSA region.

The Office of Congressional and Intergovernmental Affairs responded to more than 1,000 Congressional inquiries in FY 1997. Most were in regard to cooperative purchasing, Governors Island, child care, Federal buildings, and the Federal Technology Service.

Enterprise Development
Dietra L. Ford 
Associate Administrator
The mission of the Office of Enterprise Development (OED) is to increase participation in Federal procurement by small, small disadvantaged, and women-owned small businesses. OED's multifaceted agenda has three major components: policy, program and outreach. It provides advice and access to Government contracting experts, and sponsors programs that nurture entrepreneurial endeavors and enhance technological capabilities. It works with the Small Business Centers in GSA's regional offices nationwide and Small Business Technical Advisors in each GSA service.

OED's small business outreach activities include marketing workshops, electronic commerce training sessions, interagency networking meetings, trade missions, roundtables, forums, procurement conferences, workshops for Historically Black Colleges and Universities and Hispanic Service Institutions, and panel discussions on contracting opportunities for women business-owners. 

OED also ensures that GSA policies and programs reflect the needs of small businesses and tracks the achievement of Government small business procurement goals. The $2.8 billion in GSA contracts for small, small disadvantaged and women-owned small businesses in FY 1997 constituted 40% of all GSA contract obligations reported to the Federal Procurement Data Center for FY 1997. This amount includes $738 million for minority-owned small businesses, $168 million for women-owned small businesses, $449 million for Section 8(a) businesses and $289 million for small disadvantaged businesses.

General Counsel
Emily C. Hewitt 
General Counsel
The Office of General Counsel (OGC) provides legal support to GSA's programs in a variety of areas, including Government contracting; personnel and labor relations; equal employment opportunity; appropriations and finance; the Freedom of Information Act; the Federal Advisory Committee Act; the Privacy Act and all aspects of ethics compliance.

Highlights of OGC's accomplishments in FY 1997 include the following:

· OGC helped to develop and lead nationwide training in the streamlined Can't Beat GSA Leasing practices, and advanced the new leasing program by helping to procure commercial leasing brokerage contracts for use by GSA's customer agencies.

· Based on innovative pilot programs in GSA's regions, OGC is teaming with the Office of Equal Employment Opportunity to make mediation the rule in resolving employment disputes rapidly and informally.

· OGC supported GSA's interagency initiatives to streamline the Federal Travel Regulation and reduce travel relocation and administrative costs by eliminating layers of paperwork.

· OGC helped design a procurement for a Government smart card.

· OGC helped negotiate and effect an agreement to enable GSA's economical FTS2000 long-distance service to be made available to the Quileute Tribe in La Push, WA. The Quileute Memorandum of Understanding is a model for future intergovernmental agreements.

Management and Workplace Programs
Susan Clampitt 
Associate Administrator
The Office of Management and Workplace Programs is GSA's human resource management and administrative support unit. Its primary responsibilities include personnel services, labor relations, employee development and incentive programs, and administrative services. It works with other GSA organizations to provide leadership and manage workplace activities such as child care and telecommuting.

It also provides graphics, print reproduction, warehousing, distribution and procurement services for GSA and 80 other Federal agencies. 

The Office is using technology to improve service while reducing costs. Using telephones, fax machines, InSite (GSA's intranet), and the Internet, GSA employees have unequaled access to human resources information such as awards, benefits, and vacancy announcements. In FY 1997, GSA introduced its electronic GSA Benefits-Line service to provide up-to-date information on life insurance, health insurance, and the Thrift Savings Plan. Employees may access the GSA BenefitsLine 7 days a week, 24 hours a day via a touch-tone phone. An estimated $15,000 savings was realized during the first 30 days of operation with over 2,500 calls logged into the system.

Since 1993, downsizing has reduced GSA's workforce by 29% to 14,398 as of September 30, 1997. This office has handled 4,271 voluntary separations under buyout authority during this period, 1,426 of them in FY 1997.

Public Affairs
Beth W. Newburger 
Associate Administrator
The Office of Public Affairs is GSA's marketing, communications and media relations department, with primary responsibility for fashioning the agency's message and disseminating information to the press, the public, other Government offices, and GSA employees. Public Affairs professionals deliver GSA's message through the media, in high-quality publications and videotapes, and on the Internet. They also produce videotapes and broadcasts for GSA and other agencies on a reimbursable basis. 

In FY 1997, Public Affairs created an agencywide Marketing Council to consolidate and focus GSA's marketing activities. The Council brings together decision-makers from all GSA services to build and promote a unified image for the agency, to avoid overlap and duplication in marketing efforts and to maximize the impact of all agency promotions. Public Affairs is also a lead player in GSA's strategic planning process.

The same strategic thinking processes are applied to the development of media strategies. Through regular contacts with print, broadcast and cable news media, Public Affairs obtains broad coverage of GSA, clarifying complex issues and enhancing public understanding of agency initiatives. In FY 1997, GSA's message was carried on all major television, cable, and radio networks, in major metropolitan newspapers across the country and in prestigious consumer publications such as Architectural Digest. 

Public Affairs also manages the Consumer Information Center (CIC), which helps Federal agencies disseminate information of broad consumer interest. Widely known for its Pueblo, CO, address, CIC distributed over 8 million copies of over 200 Government publications in FY 1997. They dealt with issues such as health, food, Federal benefits, housing, money, the environment, travel, cars and education. In the Fall 1997 CIC catalog, 52% of the publications listed were free and 33% cost 50 cents apiece. The most expensive cost $2.50. CIC publications are also available on the Internet

Board of Contract Appeals
Stephen M. Daniels 
Chairman
The GSA Board of Contract Appeals is an independent tribunal which hears and decides contract disputes between Government contractors and GSA, as well as between contractors and other Executive agencies, including the Departments of Treasury, Commerce, and Education. The Board encourages resolution of these contract disputes through alternative dispute resolution (ADR). It also makes available ADR services on contract-related matters to all Executive agencies. 

Since July 1996, the Board has heard and decided requests for review of transportation audit rate determinations and claims by Federal civilian employees regarding travel and relocation expenses.

In FY 1997, 157 appeals and cost applications were filed with the Board and 194 were resolved; 276 requests for transportation audit reviews and travel and relocation claims were filed and 298 were resolved. In all, the Board received 472 filings (including other types of cases) and resolved 527 cases during FY 1997.

Inspector General
William R. Barton 
Inspector General
The mission of the Office of Inspector General (OIG) is to promote economy, efficiency and effectiveness within GSA and to prevent and detect fraud, waste and abuse in GSA's programs and operations. The OIG conducts an independent, objective, comprehensive audit and investigative program covering GSA's internal operations and external contractors. It also reviews existing and proposed legislation and regulations that could affect GSA's operations and policies. The OIG works closely with GSA management to identify opportunities for program and operational improvements, participates in GSA improvement task forces, and keeps the Administrator and Congress fully informed about GSA's progress in meeting organizational objectives. 

The OIG produces audit and investigative reports, advisory and evaluation reports and legal opinions; makes civil and criminal referrals to the Department of Justice and other authorities; and refers to GSA officials cases of wrongdoing on the part of GSA employees, contractors, or private individuals doing business with the Government. In FY 1997, the OIG reviewed 406 legislative and regulatory matters and received 3,914 hotline calls and letters.

In FY 1997, the OIG made recommendations that would achieve over $121 million in program savings and made 423 referrals for criminal prosecution, civil litigation, and administrative action. Criminal referrals resulted in 31 successful prosecutions. Management decisions agreeing with audit recommendations, civil settlements, and court-ordered and investigative recoveries totaled over $290 million. 

Canon U.S.A., Inc. paid $6 million to resolve its potential False Claims Act liability for misrepresenting its commercial discounting practices to GSA during negotiations for its 1988 Multiple Award Schedule contract. The case originated with a criminal investigation, which resulted in a former Canon official pleading guilty to mail fraud in 1994. 

GSA Regions
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Most of GSA's work is done through its 11 regional offices, where GSA provides housing and real estate services, supplies, telephones and telecommunications, fleet services, and property management for Federal installations in the regions and around the world. Following are some of the highlights of regional activities in FY 1997.
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New England Region
Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island, Vermont
Robert J. Dunfey, Jr. 
Regional Administrator
The New England Region, based in Boston, has 250 employees. Its real estate inventory includes 125 Government buildings and 237 leased buildings that house 30 agencies with 31,600 employees.

Two new courthouses underway in the region will house U.S. Supreme Court Justices. The Warren B. Rudman U.S. Courthouse in Concord, NH, dedicated in September, houses the U.S. District and Magistrate Courts, as well as chambers for the U.S. Court of Appeals and Supreme Court Justice David H. Souter. The Design Award-winning U.S. Courthouse in Boston has been widely acclaimed although it is not due to open until 1998. U.S. Supreme Court Justice Stephen Breyer will have chambers there.

The Property Disposal team based in the region, working with GSA's Northeast and Caribbean Region, initiated disposition of historic Governors Island in New York Harbor. The island was a strategic military site for 300 years until the Coast Guard vacated its North Atlantic headquarters on the island in FY 1997. In other Property Disposal activities, an Air Force facility in Columbus, OH, was sold to a local business for $15.3 million, and $6 million was generated through Government-Owned Real Estate (GORE) auctions of 500 properties.

A regional Can't Beat GSA Leasing team awarded a $50 million lease contract for 104,527 square feet in Concord, MA, where the U. S. Army Corps of Engineers will relocate from a Federal Center that is slated for disposal.

FTS in the region facilitates the new Information Technology Advisory Council for Greater Boston & New England. Representatives from 22 agencies participate in this Council, which was created to promote partnering for cost-effective IT solutions.

Northeast & Caribbean Region 
New York, New Jersey, Puerto Rico, U.S. Virgin Islands
Robert Martin 
Acting Regional Administrator
The Northeast and Caribbean Region is based in New York City. With 889 employees, the region manages 101 Government buildings and 384 leased locations, as well as a 14,000-vehicle fleet. GSA houses 42 agencies that employ 72,871 Federal workers in the region.

Several teams in the region won prestigious national awards in 

FY 1997. FSS received the President's Quality Achievement Award. The White House Closing the Circle Award went to a PBS/EPA project to combat indoor air pollution and reduce the risk of adverse reactions to cleaning solvents. Three PBS teams won the Vice President's Hammer Award, for (1) disposal of environmentally sensitive properties, (2) improving energy conservation, and (3) helping develop a handbook on domestic violence.

The FSS Office Supplies and Paper Products Commodity Center introduced task-order purchasing to lower and stabilize the price of recycled copier paper Orders for recycled paper increased by 144% after GSA announced it would provide recycled paper for less than "virgin" paper. Over 3,000 Federal offices now order recycled paper from FSS. 

FTS prepared to award the first Metropolitan Area Acquisition contract for low-cost local telecommunications services in New York City, one of the most competitive telephone exchange markets in the country, with 36,000 Federal users. 

In FY 1997, the region's PBS partnered with Property Disposal in the New England Region on disposition of Governors Island, the U.S. Coast Guard's historic base in New York Harbor, considered the most valuable real estate to come on the market in recent years.

The region commissioned three artists to create interior artworks for the Federal Office Building at 290 Broadway in New York City. The three works, selected in accordance with GSA's Art-in-Architecture procedures, will honor the adjacent National Historic Landmark African Burial Ground.

Mid Atlantic Region
Delaware, Maryland, Pennsylvania, Southern New Jersey, Virginia, West Virginia
Rafael Borras 
Regional Administrator
With headquarters in Philadelphia, the Mid-Atlantic Region has 1,338 employees, a real estate inventory of 147 Government buildings and 587 leased locations, and a 19,200-vehicle fleet. The region houses 156 agencies with 94,796 employees. The region's Property Management Division provides excess furniture and furnishings to special committees and task forces as needs arise. In FY 1997, they provided over 4,500 pieces of excess furniture for use by the Presidential Inaugural Committee.

The FSS National Furniture Center, based in the region, won the Vice President's Hammer Award in FY 1997 for its Packaged Room Concept. The program, developed in partnership with the Department of Defense, allows a furniture customer to place an order for an entire room of color-coordinated furniture with a single purchase order. This new program saves thousands of dollars in administrative costs and provides quality living environments for U.S. military personnel throughout the world.

Expanding the FSS Virtual Store concept, the region opened new GSA Express stores at the Naval Base in Norfolk, VA, and McGuire Air Force Base in Wrightstown, NJ, along with virtual stores throughout Germany. The Norfolk store is co-located with "Uncle Sam's Club" a Navy retail store, in which GSA and the Virginia Industries for the Blind are partners. High-demand GSA services and products can be purchased there; others can be ordered through GSA Advantage!TM, telephone or computer.

Southeast Sunbelt Region
Alabama, Florida, Georgia, Kentucky, Mississippi, North Carolina, South Carolina, Tennessee
Carole A. Dortch 
Regional Administrator
The Southeast Sunbelt Region is headquartered in Atlanta and has 1,233 employees. It manages 188 Government buildings, 1,154 leased locations and 29,000 vehicles. The region houses 45 agencies with 131,648 employees.

This region will be the hub of GSA construction activity in the next few years. The region awarded a contract for construction of a U.S. District Courthouse in Montgomery, AL, connected to the historic Frank M. Johnson Federal Building and Courthouse. The site plan and design will acknowledge the historical significance of the downtown Montgomery Bus Station, the site of several important events associated with the civil rights movement. 

The Atlanta Federal Center, the largest Federal building outside the Washington, DC, area, was dedicated in October 1996, and now houses 6,000 employees of 22 Federal agencies. The complex incorporates a 24-story skyscraper, a mid-rise building and two historic buildings in the Five Points area of downtown. 

The GSA fleet in the region took over full responsibility for disposal of its own vehicles and now controls its own vehicle auctions. The new program reduces disposal time by about a month, allowing FSS to hold more frequent auctions in more places. It saves about $1.2 million a year and provides a quicker return to the General Supply Fund.

Great Lakes Region
Illinois, Indiana, Michigan, Minnesota, Ohio, Wisconsin
William C. Burke 
Regional Administrator
The Great Lakes Region, based in Chicago, has 1,050 employees. Its real estate inventory includes 160 Government buildings and 762 leased locations. The region houses 185 agencies with 90,000 employees and manages an 11,700-vehicle fleet.

A new high-tech U.S. Courthouse in Minneapolis was dedicated in June 1997, becoming the largest Federal courthouse constructed in the region since the 1960s. The City donated the building's 2-acre site and participated in the planning process for the award-winning landscaped plaza.

Construction was started on a new Federal courts building in Hammond, IN, and on the first Federal courthouse to be built in Cleveland in nearly a century. Design work began for expansion of court facilities at the Potter Stewart U.S. Courthouse in Cincinnati and elevator replacement got underway in a continuing renovation program at the Dirksen Federal Building in Chicago.

GSA is upgrading two major facilities for Defense Department agencies. PBS completed renovation of the Battle Creek Federal Center, a former Army hospital in Michigan where former U.S. Senator Bob Dole and other World War II veterans recovered from their injuries. Renovation of 77,000 square feet of office space in three buildings at the Center will allow the Defense Logistics Agency to consolidate worldwide cataloging operations for military equipment and spare parts and to make room for 450 new personnel. The region also began a $100 million renovation project at the 1.6 million-square foot Emmett J. Bean Center near Indianapolis, home of a major Defense Finance and Accounting Center. 

With little more than a day's notice, PBS leasing specialists found 25,000 square feet of office space-free-for the Federal emergency teams brought in to help victims of flooding in Minnesota. 

GSA held interactive "Internet Surfing with GSA" workshops for about 700 Federal employees in six cities around the region, demonstrating how agencies are using the Internet as a management tool for research, electronic commerce, and improved communications.

The Heartland Region 
Iowa, Kansas, Missouri, Nebraska
Woody Overton 
Regional Administrator
The Heartland Region, based in Kansas City, has 978 employees. It manages 94 Government buildings and 301 leased locations that house approximately 50 agencies and 59,000 employees, as well as a 6,620-vehicle fleet.

The Heartland Region is the site of the GSA Tools and Appliances Center, the national and international Household Goods Program, and the FSS National Customer Service Center. In addition, one of GSA's two Finance Centers, which provides payroll services for approximately 50 independent agencies and commissions, is located in the region.

In FY 1997, The Heartland Region awarded its third largest lease in Kansas City, MO, to consolidate nine Department of Agriculture (USDA) offices currently housed in two Federally owned and eight leased locations. Workspace for about 1,800 USDA employees will be consolidated into 310,000 square feet in January 2000. The consolidation will save taxpayers about $500,000 annually. 

In St. Louis, Kansas City, MO, and Omaha, new courthouses were located in downtown areas to serve as catalysts for urban development. In Kansas City, KS, and Kansas City, MO, leased facilities were located on downtown sites chosen by the cities themselves.

The Heartland team that developed the new Federal Acquisition Service for Technology (FAST) Program-which provided $552 million of technology contract support nationwide in FY 1997-received the Vice President's Hammer Award. Another Hammer-winning team developed a multi-region elevator contract that saves almost $5 million a year by consolidating 138 contracts in five. The Region also won a White House Closing the Circle award for recycling, and a Department of Interior Water Conservation Award.

Greater Southwest Region 
Arkansas, Louisiana, New Mexico,Oklahoma, Texas
John C. Pouland 
Regional Administrator
The Greater Southwest Region, based in Fort Worth, has 1,324 employees. It houses 46 agencies with 88,300 employees in 306 Government buildings and 748 leased locations, and manages a 36,500-vehicle fleet.

GSA is donating the site of the former Alfred P. Murrah Federal Building to the Oklahoma City Memorial Foundation for a memorial to the victims and survivors of the April 19, 1995 bombing that killed 168 people there. GSA's Design Excellence program was used to select the architect/engineer for a new campus facility a few blocks away for many agencies that had been housed in the Murrah building.

GSA's General Products Center in the region teamed with the Department of Energy to form a basic ordering agreement for acquiring chillers to cool Federal buildings. This first-of-its-kind agreement reduces procurement time from a year or more to approximately two months. It could earn up to $2.5 billion in savings from reduced energy use, recovery of ozone-depleting substances and acquisition efficiencies.

The region began disposal of 450 Minuteman II missile launch facilities, 45 launch control facilities, and approximately 25,000 easements at Air Force bases in North and South Dakota and Missouri. Sites are sold to adjacent landowners at fair market value. 

An interagency real estate team, with members from PBS Property Disposal received the Vice President's Hammer Award for streamlining the process for disposal and off-site removal of excess Federal structures and facilities in Albuquerque, NM. 

The new U.S. Courthouse in Shreveport, LA, was named the International Government Building of the Year by the Building Owners and Managers Association.

Rocky Mountain Region
Colorado, Montana, North Dakota, South Dakota, Utah, Wyoming
Polly B. Baca 
Regional Administrator
The Rocky Mountain Region, based in Denver, has a workforce of 413 employees. It manages 220 Government buildings and 371 leased properties that house 27 agencies with 58,100 employees.

GSA's Federal Protective Service (FPS) contributed logistics, planning and security for the Oklahoma City bombing trials in Denver. Security was greatly increased in and around the Byron Rogers Federal Building/Courthouse, where Timothy McVeigh was convicted of murder in the 1995 bombing. An integral part of the law enforcement team assembled for the trial, FPS provided access and protection for the news media and employees who worked in the Federal Building. They were required to wear special credentials developed for this purpose. FPS issued 8,000 smart cards for identification using this new badging system.

The region also supported the G-8 Summit of world leaders in June. It provided meeting space-complete with translator booths-in a converted library reading room, temporary offices with 200 workstations, logistical support and security services. GSA Regional Counsel staff provided legal advice and assistance and GSA volunteers worked at the Summit's media headquarters.

FPS built the first of four security "megacenters" in the region, where FPS personnel monitor security cameras and other sensing devices at Federal facilities in 17 states. When they detect a break-in or other illegal activity at a building, they alert local police immediately. 

The region broke ground for the U.S. Geological Survey's new National Water Quality Laboratory in Lakewood, CO, in FY 1997. This $22 million project, the largest GSA award to a minority contractor, is scheduled for completion in 1999.

Pacific Rim Region
Arizona, California, Guam, Hawaii, Nevada, Pacific Trust Territories, American Samoa, U.S. installations in the Far East
Kenn N. Kojima 
Regional Administrator
The Pacific Rim Region is based in San Francisco. With a workforce of 1,315, the region houses approximately 45 agencies that employ 95,060 Federal workers. It has a real estate inventory of 178 Government buildings and 838 leased buildings, and manages a 25,164-vehicle fleet.

U.S. courthouses were under design or construction in Las Vegas, Phoenix, Tucson, Santa Ana and Sacramento, many of them winners of GSA's Design Awards. The new full-service border station facility at Calexico, CA, is another Design Award winner. 

The Oakland (CA) Federal Building, also a Design Award winner, was cited for exemplifying GSA's civic role in activating urban downtowns and is credited with spurring development in the surrounding area. Its "smart maintenance" systems, controlled by a single computer in the basement, has attracted internetional attention.

In San Francisco, the region completed renovation and state-of-the-art seismic upgrades of two historic "living landmark" buildings, the classic U.S. Court of Appeals and the U.S. Custom House, which had been structurally weakened by a 1989 earthquake. 

Enhancing its reputation as a facilitator between the Department of Defense and the community, the region assisted with six military base closures. Regionally, FSS and FTS sought to expand their markets in U.S. military installations in Hawaii and the Far East. 

The region opened the first GSA Access Store, an interactive environment in which customers can learn about GSA products and services and use the latest technology to access GSA and GSA suppliers. They can also buy supplies and equipment off the shelf.

Northwest/Arctic Region 
Alaska, Idaho, Oregon, Washington
L. Jay Pearson 
Regional Administrator
The Northwest/Arctic Region is GSA's largest region, covering 815,000 square miles. Based in Auburn, WA, near Seattle, the region has 569 employees. It houses 85 Federal agencies with 36,000 employees in 175 Government-owned and 393 leased buildings. The region also manages a 12,844 vehicle-fleet.

The region dedicated a new border station at Point Roberts, WA, in FY 1997. Constructed by a minority contractor under the 8a program, the $4 million facility is in a unique location not connected to the contiguous U.S. In Portland, OR, construction was completed on the $128 million, 17-story Mark O. Hatfield U.S. Courthouse, winner of several design awards. 

The FSS Paints and Chemicals Center was restructured to encourage inventory managers to use individual initiative in determining competitive selling prices, taking into consideration inventory stocking ceilings and backorder constraints. The Center has reduced the inventory it keeps on hand from $40 million to $8 million, and achieved savings on inventory costs.

Revenues for FTS Information Technology Solutions programs increased in FY 1997. Growth was concentrated in FISSP revenues for high-end database development services, and rapid start-up of the FAST program for procurement of off-the-shelf computer technology. FTS Network Services' cost reductions led to $1.2 million in savings for telephone customers.

A GSA/IRS team received the Vice President's Hammer Award for reinventing the IRS process for redeeming real estate that has been foreclosed. Under the improved process, GSA provides real estate and marketing advice, recommends properties to redeem and handles the sale. Redemptions increased from $23,000 to $1.4 million over two years.

National Capital Region 
Washington, DC area
Nelson B. Alcalde 
Regional Administrator
The National Capital Region manages more historic Federal buildings and houses more Federal employees than any other region. With a workforce of 1,849, a real estate inventory of 186 Government buildings and 459 leased buildings, the region houses 91 Federal agencies with 305,012 employees.

The National Capital Region (NCR) became a Customer Service Reinvention Laboratory in FY 1997, changing the way it operates to focus on "thrilling" GSA's customers. Seven agency liaisons are assigned to facilitate cross-functional service delivery, improve communications with customers, and be customer advocates, while building excellent long-term relationships. As a reinvention lab, NCR can deviate from all policies and procedures not legally mandated, to be responsive to its customers. 

The Ronald Reagan Federal Building and International Trade Center welcomed its first tenants in FY 1997. The 3.1 million square-foot building, which completes the Federal Triangle complex in the heart of the capital, will be dedicated in 1998. This year, NCR dedicated the new Internal Revenue Service headquarters in New Carrollton, MD. It consolidates more than 30 IRS offices, housing half the IRS staff in a single building. 

NCR established a partnership with the District of Columbia in FY 1997 to spur revitalization of the nation's capital. The region agreed to lease space in DC's historic John Wilson District Building, making renovation affordable for the District. The region also repaired roofs and boilers in DC public schools, donated computers to the public schools and provided support for the DC Police Department.

Consolidating Financial Statements
February 26, 1998

MEMORANDUM FOR DAVID J. BARRAM 
ADMINISTRATOR (A)

THOMAS R. BLOOM 
CHIEF FINANCIAL OFFICER (B)

FROM: WILLIAM R. BARTON 
INSPECTOR GENERAL (J)

SUBJECT: Audit of the General Services 
Administration's Fiscal Years 1997 and 1996 
Financial Statements 

This letter transmits Arthur Andersen LLP's (AA LLP) report on its Fiscal Years 1997 and 1996 financial statements audit of the General Services Administration (GSA), and the Office of Inspector General's (OIG) report on selected performance measures.

Audit of Financial Statements and Management's Assertion Regarding Its Internal Controls 

The Chief Financial Officers (CFO) Act of 1990 (P.L. 101-576) requires GSA's Inspector General or an independent external auditor, as determined by the Inspector General, to audit the Agency's financial statements. Under a contract monitored by the OIG, AA LLP, an independent public accounting firm, performed the audit of GSA's Fiscal Years 1997 and 1996 financial statements. The contract required that the audit be performed in accordance with Government Auditing Standards issued by the Comptroller General of the United States, and the Office of Management and Budget's Bulletin No. 93-06, "Audit Requirements for Federal Financial Statements."

AA LLP issued unqualified opinions on GSA's Fiscal Years 1997 and 1996 consolidated and individual funds' (Federal Buildings Fund, General Supply Fund, and Information Technology Fund) financial statements. Also, as of September 30, 1997, AA LLP issued an unqualified opinion on GSA management's assertion regarding the internal controls over financial reporting and reported one instance of noncompliance with laws and regulations. In addition, AA LLP reported an update to the status of a 1996 non-compliance issue. 

The instances of noncompliance disclosed were:

· The Office of Inspector General reported a violation of the Public Buildings and Anti-Deficiency Acts related to the repair and alterations of a building for the 1997 Presidential Inaugural Committee; and

· In 1996, the Office of Inspector General reported a violation of the Debt Collection Act regarding GSA's legal authority to compromise the debt for the sale of the U.S. Custom House to the City of Boston. GSA management believes it has authority to compromise debts related to the sale of surplus property. In 1997, both the Office of Management and Budget (OMB) and the General Accounting Office (GAO) issued advisory legal opinions on this matter, with OMB agreeing with the Agency's position and GAO finding that GSA did not have the authority to compromise such debts. While GSA management considers this matter to be closed, the Office of Inspector General still seeks a final and binding resolution.

OIG Evaluation of AA LLP's Audit Performance

To ensure the quality of the audit work performed, we conducted a review of AA LLP's audit of GSA's Fiscal Years 1997 and 1996 financial statements. Specifically, we:

· reviewed AA LLP's approach and planning of the audit; 

· evaluated the qualifications and independence of the auditors; 

· monitored the progress of the audit at key points; 

· examined working papers related to assessing internal controls over GSA's financial reporting process and reviewed AA LLP's audit report; 

· coordinated issuance of the audit report; and 

· performed other procedures we deemed necessary.

However, due to the timing for completing the GSA Fiscal Year 1997 Annual Report, we have not completed our review of the working papers prepared by AA LLP. 

AA LLP is responsible for the attached auditor's report dated November 19, 1997 (except with respect to the matter discussed in the section entitled Findings about Compliance with Certain Laws and Regulations, as to which the date is December 15, 1997) and the conclusions expressed therein. Our review, as differentiated from an audit in accordance with generally accepted government auditing standards, was not intended to 

enable us to express, and accordingly we do not express, an opinion on GSA's financial statements or management's assertion about the effectiveness of its internal controls; or the report on compliance with laws and regulations. However, our review, as qualified above, disclosed no instances where AA LLP did not comply with generally accepted government auditing standards.

Audit of Selected Performance Measures

We did not contract with AA LLP to perform audit work to determine the adequacy of information presented in the financial statements with respect to reported performance measures. However, in our continuing effort to implement the CFO Act as prescribed by the Office of Management and Budget, we completed a review of two performance measures: Federal Technology Service's (FTS) "Minutes of Use," and the Federal Supply Service's (FSS) "Savings Over Competition for the Market Basket." Our preliminary risk assessment of the internal controls over the FTS "Minutes of Use" is low. Regarding the FSS Market Basket performance measure, FSS decided not to report this measure in the Fiscal Year 1997 Annual Report as a result of issues raised during our review. Accordingly, we are not reporting a preliminary risk assessment of the internal controls over this performance measure. 

We appreciate the courtesies and cooperation extended to Arthur Andersen LLP and to the Office of Inspector General audit staff during the conduct of the audit and review. If you or your staff have any questions, please contact William E. Whyte, Jr., Assistant Inspector General for Auditing or me.

Report of Independent Public Accountants

To the Inspector General of the United States General Services Administration:
This report presents our unqualified opinions on

· the fiscal year 1997 and 1996 financial statements and supplemental schedules of the United States General Services Administration (GSA), and its three primary revolving funds -- the Federal Buildings Fund (FBF), the General Supply Fund (GSF) and the Information Technology Fund (ITF);

· management's assertion that the FBF, the GSF and the ITF maintained effective internal control structures over financial reporting at September 30, 1997; and

· management's assertion that GSA maintained an effective internal control structure over financial reporting for the consolidated financial statements at September 30, 1997.

This report also presents our findings about GSA's compliance with certain laws and regulations and management's assertion regarding the internal control structures over financial reporting of GSA and the individual funds referred to above. Lastly, this report describes management's responsibilities for financial reporting, the internal control structures over financial reporting and compliance with laws and regulations and our responsibilities for auditing the financial statements, examining management's assertion relating to internal control structures over financial reporting and reporting on GSA's compliance with laws and regulations. 

Opinions on Financial Statements

In our opinion, the consolidated financial statements of GSA (GSA Consolidated), and the individual fund financial statements of the FBF, GSF and ITF as of and for the years ended September 30, 1997 and 1996, present fairly, in all material respects, the 

· financial position of GSA Consolidated and the FBF, GSF and ITF as of September 30, 1997 and 1996, and

· the results of operations of GSA Consolidated and the FBF, GSF and ITF for the years ended September 30, 1997 and 1996, 

in conformity with the accounting principles described in Note 1 to the financial statements, which constitute a comprehensive basis of accounting other than generally accepted accounting principles. 

As discussed in Note 1-B, effective October 1, 1996, GSA implemented Statement of Federal Financial Accounting Standards No. 5, "Accounting for Liabilities of the Federal Government." 
We did not audit and, accordingly, are unable to express and do not express, an opinion on the financial statements of funds included within Other Funds as of and for the years ended September 30, 1997 and 1996.

Supplemental Schedules

Our audits were made for the purpose of forming opinions on the consolidated and individual fund financial statements referred to above, each taken as a whole. The Supplemental Consolidating Statements of Cash Flows for the years ended September 30, 1997 and 1996 and the Supplemental Schedules of Other Budgetary Results as of and for the years ended September 30, 1997 and 1996, are presented for purposes of additional analysis and are not a required part of the basic financial statements. This information has been subjected to the auditing procedures applied in our audits of the 1997 and 1996 consolidated and individual fund financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the 1997 and 1996 consolidated and individual fund financial statements, each taken as a whole.

Other Information
Our audits were performed for the purpose of expressing opinions on the 1997 and 1996 consolidated and individual fund financial statements referred to above. The other information contained in the Annual Report is presented for purposes of additional analysis and is not a required part of the basic financial statements under the comprehensive basis of accounting described in Note 1-B to the financial statements. However, the information contained in the section entitled "GSA's Organization and Performance" is a required part of the financial statements under Office of Management and Budget (OMB) Bulletin 94-01. This information has not been subjected to the auditing procedures applied in our audits of the 1997 and 1996 consolidated and individual fund financial statements and, accordingly, we express no opinion on it.

Opinions on Management's Assertion Regarding the Internal Control Structures Over Financial Reporting
In our opinion, management's assertion (included in its representation letter to us dated November 19, 1997) is fairly stated, in all material respects, based on the objectives stated below in relation to GSA's consolidated financial statements and each Fund's financial statements. Management's assertion, based on its evaluation required under the Federal Managers' Financial Integrity Act and the results of our audits, is that, as of September 30, 1997, it maintained effective internal control structures over financial reporting for GSA Consolidated, the Federal Buildings Fund, the General Supply Fund and the Information Technology Fund.

The objectives of an internal control structure over financial reporting are to provide management with reasonable, but not absolute, assurance that:

· Assets are safeguarded against loss from unauthorized use or disposition.

· Transactions are executed in accordance with budgetary authority and with the laws and regulations to which GSA and each Fund are subject.

· Transactions are recorded properly to maintain accountability over assets and to permit the preparation of GSA's and each Fund's financial statements in accordance with the comprehensive basis of accounting described in Note 1-B to the financial statements. 

Because of inherent limitations in any internal control structure over financial reporting, errors or irregularities may occur and not be detected. Also, projection of any evaluation of an internal control structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the degree of compliance with the procedures may deteriorate.

Under standards established by the American Institute of Certified Public Accountants, reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control structure over financial reporting that, in our judgment, could adversely affect GSA's ability to record, process, summarize, and report financial data consistent with the assertions of management in the consolidated and individual fund financial statements.

A material weakness is a reportable condition in which the design or operation of the internal control structure over financial reporting does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions.

As discussed in management's assertion, the following reportable conditions, none of which we believe to be a material weakness, existed in the design or operation of the internal control structure over financial reporting in effect at September 30, 1997 for GSA Consolidated and the indicated fund. The reportable conditions are more 
fully described in a separate letter to management of GSA dated 
November 19, 1997.

Reportable Conditions
Federal Buildings Fund
1. Although, the Public Buildings Service (PBS) has addressed certain deficiencies in its internal control structure that were reported in prior years, sustained attention to improving its business and financial processes is required to effectively assess, improve and report the results of program performance. 

2. In fiscal years 1994 through 1996, we reported that procedures to identify completed construction projects were insufficient to ensure the accuracy of property account classifications. In fiscal year 1997, procedures continued to be insufficient. As a result, reclassifications among property accounts of $130 million were recorded in the financial statements. 

3. In accordance with the comprehensive basis of accounting described in Note 1-B to the financial statements, an asset and related liability should be recorded for capital leases. PBS did not properly conclude that the lease for the Atlanta Federal Building constituted a capital lease. As such, assets and liabilities were understated by $256 million in FBF's financial statements. 

General Supply Fund
4. The design of the security and access controls over the Federal Supply Service's information systems require improvement to prevent and detect errors or irregularities that could occur due to intentional or unintentional changes in programs or data. These weaknesses could result in a misappropriation of assets or misstatement of financial or operating information. 

These matters were considered by us during our audits of the financial statements and our examinations of management's assertion relating to GSA's and each Fund's internal control structure and do not modify the opinions expressed above. We also noted other matters involving the design or operation of the internal control structures that we have reported to management of GSA in a separate letter dated November 19, 1997.

Findings About Compliance With Certain Laws and Regulations
We performed tests of GSA's compliance with certain provisions of laws and regulations, noncompliance with which could have a direct and material effect on the determination of financial statement amounts and certain other laws and regulations specified in OMB Bulletin 93-06, as amended, including the requirements referred to in the Federal Financial Management Improvement Act (FFMIA) of 1996. 

Under FFMIA, we are required to report whether GSA's financial management systems substantially comply with Federal financial management systems requirements, applicable accounting standards, and United States Standard General Ledger requirements. To meet this requirement, we performed tests of compliance using the implementation guidance for FFMIA issued by OMB on September 9, 1997. 
The results of our tests of compliance with laws and regulations disclosed the following instances of noncompliance that are required to be reported under Government Auditing Standards (1994 Revision) and OMB Bulletin 93-06, as amended. Additionally, the results of our tests disclosed no instances where GSA's financial management systems did not substantially comply with the requirements of FFMIA discussed above. However, the objective of our audits of the GSA Consolidated and individual Fund financial statements was not to provide an opinion on overall compliance with provisions of certain laws and regulations. Accordingly, we do not express such an opinion. 

Additionally, the objective of our audits was not to determine whether GSA's systems are Year 2000 compliant. GSA's management is solely responsible for Year 2000 compliance for its systems and any other systems that impact GSA's operations, such as those of GSA's vendors, service providers, or any other third parties. Accordingly, we have no responsibility to determine, and provide no assurance on, whether GSA has addressed or will be able to address the affected systems on a timely basis.

In November 1997, the Office of Inspector General issued a final report noting that PBS violated the Public Buildings and Anti-Deficiency Acts by incurring costs in excess of the prospectus level without prior approval from Congress. These costs, which approximated $3.3 million, were related to renovation work in the Suitland Federal Building No. 2. The OIG report is currently being addressed through GSA's formal audit follow up system. 

In July 1996, the Office of Inspector General reported that GSA "exceeded its legal authority when restructuring the debt for the sale of the U.S. Custom House to the City of Boston," resulting in a violation of the Debt Collection Act. GSA's Office of General Counsel "is of the opinion that GSA was well within its statutory authorities on all aspects of the U.S. Custom House transaction." The Office of General Counsel of the Office Management and Budget reviewed this issue, and on May 19, 1997, issued an opinion supporting GSA's authority to compromise the City of Boston's debt. On December 15, 1997, in response to the request of the Office of Inspector General, the General Accounting Office's (GAO) Office of General Counsel concluded that GSA does not have the authority to compromise this debt under Section 204 (g) of the Federal Property and Administrative Services Act of 1949. GAO suggested that GSA "formally request a decision from the Attorney General interpreting Section 204 (g)" as the Attorney General has the sole authority to compromise debts exceeding $100,000. GSA management considers this matter closed. The issue is still under consideration by the Office of Inspector General. 

Management's Responsibilites
Management is responsible for:

· Preparing the financial statements and supplemental schedules referred to above in conformity with the comprehensive basis of accounting described in Note 1-B to the financial statements and for preparing the other information contained in the Annual Report.

· Establishing and maintaining internal control structures over financial reporting. In fulfilling this responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of internal control structure policies and procedures.

· Complying with laws and regulations applicable to GSA.

Auditors' Responsibilities
We have audited the accompanying consolidated financial statements of GSA (GSA Consolidated) as of and for the years ended September 30, 1997 and 1996. Also, we have audited the individual fund financial statements of the FBF, GSF and ITF as of and for the years ended September 30, 1997 and 1996. Our responsibility is to express an opinion on these financial statements and management's assertion on the internal control structures based on our audits and examinations.

We conducted our financial statements audits in accordance with generally accepted auditing standards, the standards for financial audits contained in Government Auditing Standards (1994 Revision) issued by the Comptroller General of the United States, and OMB Bulletin 93-06, as amended, except for paragraph 6.a.(3) relating to data that support reported performance measures. Those standards require that we plan and perform an audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our financial statement opinions.

Also, we have examined management's assertion (included in its representation letter to us dated November 19, 1997) that, as of September 30, 1997, GSA, the Federal Buildings Fund, the General Supply Fund and the Information Technology Fund maintained effective internal control structures over financial reporting. These examinations were made in accordance with standards established by the American Institute of Certified Public Accountants and, accordingly, included obtaining an understanding of the internal control structure over financial reporting, testing and evaluating the design and operating effectiveness of the internal control structure, and such other procedures as we considered necessary in the circumstances. We believe that our examinations provide a reasonable basis for our opinions on management's assertion on the internal control structures.

As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we performed tests of GSA's compliance with certain provisions of laws and regulations.

We have read the other information presented in the Annual Report and considered whether such information, or the manner of its presentation, is materially inconsistent with the information, or the manner of its presentation, appearing in the financial statements. If based on such reading, we believe that there is a material inconsistency, we would be required to determine whether the financial statements, our report or the other information should be revised. 
This report is intended for the information of the Inspector General and management of GSA. However, this report is a matter of public record, and its distribution is not limited.

/s/Arthur Andersen LLP 
Washington, D.C., 
November 19, 1997 (except with respect to the matter discussed in the section entitled Findings About Compliance With Certain Laws and Regulations, as to which the date is December 15, 1997)

IG Report on Selected Performance Measures
February 26, 1998

MEMORANDUM FOR DAVID J. BARRAM 
ADMINISTRATOR (A)

THOMAS R. BLOOM 
CHIEF FINANCIAL OFFICER (B)

FROM: WILLIAM R. BARTON 
INSPECTOR GENERAL (J)

SUBJECT: Report on Selected Performance Measures
This report presents our conclusions regarding our preliminary risk assessment of the internal controls over the data supporting selected Agency performance measures. The report also describes the auditors' responsibilities for conducting performance measure reviews. 

Results of Audit
We assigned a "low" risk assessment to the Federal Technology Service (FTS), "Minutes of Use" performance measure. We did not assign a risk assessment to the Federal Supply Service (FSS) "Savings Over Competition for the Market Basket," because FSS elected to omit this measure from the Annual Report as a result of issues raised during our review. 

We will be issuing separate reports to the Commissioners, FTS and FSS, as well as the Chief Financial Officer, discussing in detail, the results of our reviews. These reports will also address the suitability of this data for performance measure purposes.

Scope and Methodology
The Office of Management and Budget's (OMB) Bulletin No. 93-06, "Audit Requirements for Federal Financial Statements," paragraph 6a(3), requires the auditor to obtain an understanding of the internal control structure and to assess the control risk that the Agency's plan of organization and policies and procedures provide reasonable assurance that the data supporting the reported performance measures exist and are complete, so as to permit preparation of reliable and complete performance information. 

Under a contract monitored by the Office of Inspector General (OIG), Arthur Andersen LLP (AA LLP), an independent public accounting firm, performed the audit of GSA's Fiscal Years 1997 and 1996 financial statements. We did not contract with AA LLP to perform the additional performance measure audit work. However, in our continuing effort to implement the Chief Financial Officers (CFO) Act, as prescribed by the OMB, we initiated reviews of two selected performance measures: 1) Federal Technology Service "Minutes of Use" and 2) Federal Supply Service "Savings Over Competition for the Market Basket."

Audit standards define control risk as the risk that a material misstatement could occur in any of the five financial statement assertions (existence or occurrence, completeness, rights and obligations, valuation or allocation, or presentation and disclosure) and would not be prevented or detected on a timely basis by the entity's internal control structure policies and procedures. For these audits, in accordance with OMB Bulletin No. 93-06, we limited our work to assessing the control risk over the two financial statement assertions of existence and completeness described in AU Section 319.45 of the AICPA's Codification of Statements on Auditing Standards. Also, relative to these assertions, our reviews did not include testing whether the internal controls over the data, the systems, or the reporting of the data from the systems in support of the performance measures were properly designed and operating effectively. As a result, we provide no opinion regarding the accuracy of the performance measures that were selected or not selected. Because we did not perform tests of the effectiveness of the control procedures for this internal control structure, our assertions of control risk should be considered preliminary assessments.
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As of September 30, 1997 and 1996 (Dollars in Millions)
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For the Fiscal Years Ended September 30, 1997 and 1996)

ORGANIZATION
The U.S. General Services Administration (GSA) was created by the U.S. Federal Property and Administrative Services Act of 1949, as amended (the Act). The U.S. Congress enacted this legislation to provide for the Federal Government an economic and efficient system for the procurement and operation of buildings, procurement and distribution of general supplies, acquisition and management of a motor vehicle fleet, management of automated data processing resources, and management of telecommunications programs. 

The Administrator of General Services, appointed by the President of the United States with the advice and consent of the U.S. Senate, oversees the operations of GSA. GSA carries out its responsibilities through the operation of several appropriated and revolving funds.

1. SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity
For its principal financial statements, GSA uses a consolidating format to display its three largest revolving funds; the Federal Buildings Fund (FBF), General Supply Fund (GSF), and Information Technology Fund (ITF). All other funds have been combined under Other Funds.

The accompanying consolidating financial statements of GSA include the accounts of all funds under GSA control which have been established and maintained to account for resources of GSA management. The entities included in the Other Funds category are as follows, with a discussion of the different fund types.

Revolving Funds are accounts established by law to finance a continuing cycle of operations with receipts derived from such operations usually available in their entirety for use by the fund without further action by the U.S. Congress. The revolving funds in the Other Funds category consist of the following:

Consumer Information Center Fund 
Land Acquisition and Development Fund 
Pennsylvania Avenue Activities Fund 
Working Capital Fund 

General Funds are accounts used to record financial transactions arising under congressional appropriations or other authorizations to spend general revenues. GSA manages 13 General Fund accounts of which three are funded by current year appropriations, two by no-year appropriations, and eight cannot incur new obligations. The general funds included in the Other Funds category are as follows:

Allowances and Office Staff for Former Presidents 
Budget Clearing Account 
Excess and Surplus Real and Related Personal 
Property Holding Account 
Expenses, Presidential Transition 
Office of Inspector General 
Office of Inspector General (Automation Program) 
Operating Expenses, Federal Property 
Resources Service 
Operating Expenses, General Services Administration 
Operating Expenses, Information Resources 
Management 
Operating Expenses, Personal Property 
Real Property Relocation 
Salaries and Expenses, General Management and 
Administration 
Salaries and Expenses, Pennsylvania Avenue 
Development Corporation

Special Funds are accounts established for receipts earmarked by law for a specific purpose, but are not generated by a cycle of operations for which there is continuing authority to reuse such receipts. GSA uses Special Fund receipts to pay certain costs associated with the disposal of surplus real property and for funding of the Transportation Audits Program. GSA's special funds consist of the following:

Expenses, Disposal of Real and Related Personal Property 
Expenses, Transportation Audits 
Operating Expenses, Disposal of Real and Related Personal Property 
Other Receipts, Surplus Real and Related Personal Property 
Receipts of Rent, Leases and Lease Payments for 
Government Owned Real Property 
Receipts, Transportation Audits 
Transfer of Surplus Real and Related 
Personal Property

Deposit Funds accounts hold monies outside the budget. Accordingly, their transactions do not affect budget surplus or deficit. These accounts include (1) deposits received for which GSA is acting as an agent or custodian, (2) unidentified remittances, (3) monies withheld from payments for goods and services received, and (4) monies whose distribution awaits a legal determination or investigation. The deposit funds in the Other Funds category consist of the following:

Credits for Withholding and Contributions, Civil Service Retirement and Disability Fund 
Employees' Payroll Allotment Account, 
U.S. Savings Bonds 
Proceeds from Sale of Surplus Property 
Reserve for Purchase Contract Projects 
Suspense 
Suspense, Transportation Audits 
Unconditional Gifts of Real, Personal or 
Other Property 
Withheld State and Local Taxes

B. Basis of Accounting
The Consolidating Financial Statements are prepared in accordance with generally accepted accounting principles under the heirarchy prescribed by the Federal Accounting Standards Advisory Board (FASAB) as follows:

1. Individual standards agreed to and published by the JFMIP Principals.

2. Form and content requirements included in OMB Bulletin 93-02, dated October 22, 1992, and subsequent issuances.

3. Accounting standards contained in agency accounting policy, procedures manuals, and/or related guidance as of March 29, 1991, so long as they are prevalent practices.

4. Accounting principles published by other authoritative standard-setting bodies and other authoritative sources (a) in the absence of other guidance in the first three parts of this hierarchy, and (b) if the use of such accounting principles improves the meaningfulness of the financial statements.

With the approval of OMB, GSA's financial statements are prepared using formats different than those prescribed in OMB Bulletin 94-01, "Form and Content of Agency Financial Statements." In the opinion of GSA's management, the financial statement formats currently in use go beyond the OMB prescribed formats to provide a better presentation of GSA's financial results. 

Effective October 1, 1996, GSA adopted FASAB Statement of Federal Financial Accounting Standards Number 5, "Accounting for Liabilities of the Federal Government," and FASAB Interpretation Number 2, "Accounting for Treasury Judgment Fund Transactions."

Under this standard, reporting entities must now recognize costs incurred in the Federal government that arose as a result of, or can be assigned to such entities, regardless of the ultimate funding source or level of management involvement or control. Accordingly, GSA recorded $68 million of costs for employee pension and post-retirement benefit plans and a corresponding imputed financing source in its fiscal year 1997 financial statements (see Note 4). Additionally, GSA recorded a liability and a reduction to Equity of the U.S. Government amounting to $127 million for certain legal situations (see Note 6). 

Additional FASAB standards related to managerial accounting, property plant and equipment, revenues and financing sources, and stewardship reporting are required to be implemented beginning in fiscal year 1998. 

The most significant impact of implementing these standards will be to GSA's financial statement presentation and footnote disclosures in accordance with the standards and OMB Bulletin 97-01, "Formats and Instructions for the Form and Content of Agency Financial Statements," both of which will require significant changes to the current financial statement presentation. Generally, there will be no significant impact of these standards on GSA's financial position and results of operations.

In accordance with Statement of Federal Financial Accounting Standards Number 1, "Accounting for Selected Assets and Liabilities," balances on the Statements of Financial Position must differentiate assets and liabilities as being either "intragovernmental" or "governmental." In the Statements of Financial Position, intragovernmental assets and liabilities are generally indicated as "Federal." In addition, all Earnings Payable to Treasury, $149 million and $114 million, respectively, of Deferred Revenue balances, and $65 million and $39 million, respectively, of balances in Other Long-term Liabilities at September 30, 1997 and 1996, are considered Federal. All other assets and liabilities are governmental in nature as defined in the standard. 

Certain prior year balances have been reclassified to conform with the current year's presentation.

All significant intra-agency balances and transactions have been eliminated in consolidation. 

C. Revenue Recognition and Expended Appropriations
Generally, Revolving Fund revenue is recognized when goods have been delivered or services rendered. Revenue under nonrecurring reimbursable building repair and alteration projects is recognized under the percentage-of-completion method. 

Appropriations for General Fund and Special Fund activities are recorded as a financing source when expensed. Unexpended appropriations are recorded as equity of the U.S. Government.

D. Reimbursements 
Certain work performed for other Federal agencies and entities is initially financed through General Funds and subsequently reimbursed by such clients. 

Reimbursements are recognized as revenues when the related expenses are incurred. In fiscal years 1997 and 1996, these reimbursable services amounted to $10 million and $96 million, respectively, after elimination of intra-GSA transactions. Reimbursable services included activities such as Federal employee training, accounting and various professional services.

GSA is authorized to collect reimbursement for the majority of its internal operating expenses rather than relying on direct appropriations from the U.S. Congress. Activities such as GSA's Office of Administration, Office of the Chief Financial Officer, and Office of General Counsel are reimbursable from the other GSA funds using these services. 

Reimbursable income in these activities totaled $165 million and $172 million in fiscal years 1997 and 1996, respectively.

E. Funds with U.S. Treasury
This total represents all unexpended balances for GSA's accounts with the U.S. Treasury. Amounts in Funds with U.S. Treasury are based on the balances recorded by GSA in the National Electronic Accounting and Reporting (NEAR) system. No significant differences existed between the total balance reported by GSA and those reported by the Department of the Treasury at September 30, 1997 and 1996.

Included in GSA's accounts are certain amounts that may be transferred to either the U.S. Treasury or the Land and Water Conservation Fund (see Note 1-H). These amounts, related to the Transportation Audits program and surplus real property disposals, are subject to transfer subsequent to GSA's determination of the internal working capital needs of these programs. Such amounts totaled $78 million and $84 million at September 30, 1997 and 1996, respectively, of which $15 million and $29 million were recorded as liabilities in the Statements of Financial Position.

At the end of fiscal year 1997 and 1996, respectively, $5 million and $6 million in Funds with Treasury were no longer available for expenditure. Of these amounts, $4 million and $6 million were transferred back to the Special Fund Receipt Account from which it was appropriated, and the balance returned to Treasury.

In accordance with Statement of Federal Financial Accounting Standards Number 1, "Accounting for Selected Assets and Liabilities," the following information is provided to further identify amounts in Funds with U.S. Treasury as of September 30, 1997 against which obligations have been made, and, for unobligated balances, to identify amounts budgetarily available for future expenditures and those only available to liquidate prior obligations (dollars in millions).
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F. Inventories
Operating supplies, which are consumed in operations, are valued at the lower of cost, determined principally on the first-in, first-out method, or market. Inventories held for sale to other Federal agencies consist primarily of General Supply Fund inventories which are valued at the lower of cost, generally determined on a moving average basis, or market. The recorded values are adjusted for the results of physical inventories taken periodically in accordance with a cyclical counting plan.

In the Federal Buildings Fund, inventory balances consist of operating supplies. In all other instances, inventory balances reported are inventories held for sale. In the General Supply Fund, $2 million of the balances in inventories held for sale are excess inventories. Excess inventories are defined as those exceeding the economic retention limit (i.e., the number of units of stock which may be held in inventory without incurring excessive carrying costs). Excess inventories are generally transferred to another Federal agency, sold, or donated to state or local governments.

G. Property and Equipment (See Note 8)
Property and equipment purchases and additions are valued at cost. Property and equipment transferred to GSA from other Federal agencies on the date GSA was established is stated at the transfer value which approximates historical cost. Subsequent thereto, equipment transferred to GSA is stated at net book value, and surplus real and related personal property transferred to GSA is stated at the lower of net book value or appraised value. Expenditures for major additions, replacements, and alterations are capitalized. Normal repair and maintenance costs are expensed as incurred. The cost of repair and alteration and of leasehold improvements performed by GSA, but financed by other agencies, is not capitalized in GSA's financial statements as such amounts are transferred to the other agencies upon completion of the project. Substantially all land, buildings, and leasehold improvements are leased to other Federal agencies under short-term cancellable agreements. Generally, these agencies are billed for leased space at rent based upon commercial rates for comparable space. 

Depreciation and amortization of property and equipment, exclusive of that acquired under capital leases, are calculated on a straight-line basis over their initial or remaining useful lives. Leasehold improvements are amortized over the lesser of their useful lives or the unexpired lease term. Buildings capitalized by the Federal Buildings Fund at its inception in 1974 were assigned remaining useful lives of 30 years. Prior to 1974, no depreciation was recorded by GSA. Upon completion, construction costs are capitalized in the Land and Buildings accounts. Major and minor building renovation projects carry estimated useful lives of 20 years, and 10 years, respectively. In fiscal year 1997, GSA recorded capitalized interest costs of $41 million in the Construction in Process account associated with debt provided by the U.S. Treasury's Federal Financing Bank, as discussed in Note 3. Interest capitalized in fiscal year 1996 amounted to $21 million.

Telecommunications equipment and automated data processing equipment are used in operations to perform services for other Federal agencies for which billings are rendered. Most of the assets comprising other equipment are used internally by GSA. Telecommunications and other equipment, exclusive of that acquired under capital leases, is depreciated over periods generally ranging from 5 to 10 years. Telecommunications equipment under capital leases are generally depreciated over their estimated useful lives (approximately 10 years). Automated data processing equipment is depreciated over periods generally ranging from 3 to 5 years.

Motor vehicles are generally purchased and subsequently depreciated over 4 years.

H. Receipts from Disposal of Property and Equipment
GSA acts as a disposal agent for surplus Federal real and personal property. In some cases, public law entitles the owning agency to the sales proceeds, net of disposal expenses incurred by GSA. Proceeds from the disposal of equipment are generally retained by GSA to replace equipment. Under GSA's legislative authorities, the gross proceeds from some sales are deposited in GSA's Special Fund receipt accounts and recorded as Other Revenues in the Consolidating Statements of Operations. A portion of these proceeds is subsequently transferred to a Special Fund to finance expenses incurred in disposing of surplus property. The remainder is periodically accumulated and transferred, by law, to the Land and Water Conservation Fund administered by the U.S. Department of the Interior. Transfers in fiscal years 1997 and 1996 were $2 million and $10 million, respectively.

I. Annual, Sick, and Other Types of Leave
Annual leave is accrued as it is earned and the accrual is relieved as leave is taken. Each year the balance in the accrued annual leave account is adjusted to reflect current pay rates.

Sick leave and other types of nonvested leave are expensed as taken.

J. Supplemental Consolidating Statements of Cash Flows
These statements identify cash receipts and payments and classify them into operating, financing, and investing activities. This additional disclosure of information is intended to help assess the ability to generate funds from current operations, to identify financing acquired from outside sources, and to identify the major non-operating (investing) uses of funds. Cash, for the purposes of these schedules, equals Funds with U.S. Treasury as defined in Note 1-E. 

K. Workers' Compensation Benefits
The Federal Employees' Compensation Act (FECA) provides income and medical cost protection to covered Federal civilian employees injured on the job, employees who have incurred a work-related occupational disease, and beneficiaries of employees whose death is attributable to a job-related injury or occupational disease. The FECA program is administered by the U.S. Department of Labor (DOL) which initially pays valid claims and subsequently seeks reimbursement from the Federal agencies employing the claimants. The DOL provides the actuarial liability for claims outstanding at the end of each fiscal year. This liability includes the estimated future costs of death benefits, workers' compensation, and medical and miscellaneous costs for approved compensation cases. The present value of these estimates at the end of fiscal year 1997 was calculated by DOL using discount rates by fiscal year as follows: 1998 - of 6.24 percent; 1999 - 5.82 percent; 2000 - 5.60 percent; 2001 - 5.45 percent; 2002 - 5.40 percent; and 2003 and there-after - 5.40 percent. At the end of fiscal year 1996, the discount rate used was 7.0 percent. The actuarial liability recorded by GSA totaled $184 million and $149 million as of September 30, 1997 and 1996, 
respectively (see Note 5-B).

2. LEASING ARRANGEMENTS
A. Rental Income
Under agreements transferred to GSA from the former Pennsylvania Avenue Development Corporation, GSA receives rental income from non-cancellable long-term operating leases. Two of these leases, in the Land Acquisition and Development Fund (LADF) are with developers of PADC properties that also contain contingent rental amounts, based on the developers' actual cash flows. In the Pennsylvania Avenue Activities Fund (PAAF), GSA accounts for a capital lease agreement established between the former PADC and GSA's Federal Buildings Fund (FBF) for the Ronald Reagan Building under construction in Washington, D.C. The investment in this capital lease and the related lease liability in the FBF are eliminated in consolidation.

The future minimum rental revenues under these leasing activities are as follows (dollars in millions): 1998 - $58; 1999 - $58; 2000 - $58; 2001 - $58; 2002 - $58; 2003 and beyond - $1,410.

B. Rental Costs 
As of September 30, 1997, GSA was committed to various noncancellable operating leases primarily covering administrative office space and storage facilities maintained by the Federal Buildings Fund (FBF), and for motor vehicles in the General Supply Fund (GSF). Many of these leases contain escalation clauses and renewal options.

GSA was also committed to various capital leases covering telecommunications equipment maintained through the Information Technology Fund (ITF). Capital leases covering telecommunications equipment generally transfer ownership to GSA at the end of the lease term. For those capital leases that do not transfer ownership, GSA has the right to renew such leases at the fair rental value.

The following are schedules of future minimum rental payments required under leases that have initial or remaining noncancellable lease terms in excess of one year, and under capital leases together with the present value of the future minimum lease payments (dollars in millions).
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Of the Federal Buildings Fund current and noncurrent obligations under capital leases, $9 million and $705 million, respectively, is eliminated in consolidation.

Substantially all leased space maintained by the Federal Buildings Fund is sublet to other Federal agencies at rent charges based upon approximate commercial rates for comparable space. The agreements covering the sublease arrangements allow customer agencies, among other things, to terminate the sublease at any time. In most cases, however, GSA believes the subleases will continue without interruption. Rental income under subleasing agreements approximated $2.6 billion for the two fiscal years ended September 30, 1997 and 1996. Rent expense under all operating leases, including short-term noncancellable leases, was approximately $2.4 billion for both years.

The Statements of Financial Position as of September 30, 1997, includes capital lease assets of $23 million for telecommunications equipment, $754 million for buildings and buildings under construction, and $14 million of aggregate accumulated amortization on such equipment and structures. Ongoing construction on the Ronald Reagan Building in Washington, DC accounted for an $106 million increase in leased real property.

For substantially all of its leased property, GSA expects that in the normal course of business such leases will be either renewed or replaced in accordance with the needs of its customer agencies.

3. DEBT FINANCING
A. Federal Buildings Fund
Purchase Contract and Lease Purchase Debt

Purchase contract debt consists of two distinct financing methods employed to finance construction of Federal buildings. The Dual System provided monies via publicly issued Participation Certificates and Participation Certificates of the Department of the Treasury's Federal Financing Bank (FFB). The Package System, originally consisted of mortgage notes where construction and financing were arranged by the same party. GSA is not authorized to obtain any additional purchase contract debt without congressional approval. 
In fiscal years 1993 through 1995, GSA refinanced all outstanding publicly issued Participation Certificates and Package System mortgage notes with the FFB. GSA now has title to all purchase contract buildings.

Starting in fiscal year 1991, GSA entered into several agreements to fund the purchase of land and construction of buildings under the Federal Buildings Fund (FBF) lease purchase authority. Under these agreements, the FBF borrows monies through the FFB or executes lease-to-own contracts to finance the lease purchases. The program authorizes total expenditures of $1,945 million for 11 projects. In fiscal year 1997 and 1996, respectively, the FFB made advance payments on the behalf of GSA totaling $21 million and $39 million. 

Aggregate debt maturities are as follows (dollars in millions): 1998 - $101; 1999 - $129; 2000 - $112; 2001 - $77; 2002 - $78; 2003 and beyond - $1,431.

B. Pennsylvania Avenue Debt
The Land Acquisition and Development Fund (LADF), transferred to GSA from the Pennsylvania Avenue Development Corporation (PADC) on April 1, 1996, accounts for various borrowings from the Department of the Treasury that financed several of PADC's property development activities from 1978 through 1994. 

The terms of the loan agreements provide for the accumulation and deferral of interest over the 40-year life of the loans, with no payment required prior to the end of the loan term. At the loan expiration date, all principal and accrued interest become due. Periodically, PADC made payments to pay off portions of the accrued interest. However, in recent years, resources have not been available to reduce the interest accruing on the loans. As resources from the former PADC's property development activities are not expected to be sufficient to retire these loans and the associated accrued interest, GSA has pursued legislative remedies to provide additional resources to extinguish these balances (see Note 10).

The aggregate principal on these loans of $85 million will reach maturity between 2018 and 2033. Accumulated and deferred interest through September 30, 1997 totaled $159 million.

The former PADC also had authority to borrow from the FFB to finance construction of the Ronald Reagan Building in Washington, D.C., with a project budget of $738 million. Balances for this project are accounted for in GSA's Pennsylvania Avenue Activities Fund (PAAF). In 1990, PADC entered into a long-term lease agreement with the FFB and GSA, whereby GSA leases and will ultimately receive title to the building. The agreement requires GSA to make rental payments over a 30-year period to retire the PADC debt with the FFB (see Note 2). In fiscal year 1997 and 1996, the FFB made $150 million and $48 million, respectively, in advance payments on the behalf of GSA for this project.

Aggregate maturities on FFB advances made are as follows (dollars in millions): 1998 - $9; 1999 - $8; 2000 - $9; 2001 - $10; 2002 - $10; 2003 and beyond - $655.

C. Schedules of Debt Arrangements 
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GSA's outstanding debt arrangements at September 30, 1997 and 1996 were as follows (dollars in millions): 

4. EMPLOYEE BENEFIT PLANS
A. Background
Although GSA funds a portion of pension benefits for its employees under the Civil Service Retirement System and the Federal Employees Retirement System and makes the necessary payroll withholdings from them, GSA is not required to disclose the assets of the systems or the actuarial data with respect to accumulated plan benefits or the unfunded pension liability relative to its employees. Reporting such amounts is the direct responsibility of the Office of Personnel Management (OPM). Reporting of health care benefits for retired employees are also the direct responsibility of OPM.

In accordance with Statement of Federal Financial Accounting Standards (SFFAS) Number 5, "Accounting for Liabilities of the Federal Government," GSA began recognizing the normal cost of pension programs and the normal cost of other post employment health and life insurance benefits, as defined in that standard, under the caption "Personnel Salaries and Benefits" on the Statement of Operations for fiscal year 1997. While these costs will ultimately be funded out of direct appropriations made to OPM and do not require funding by GSA activities, they are an element of government-wide costs incurred as a result of GSA's operations. See Note 1-B.

B. Civil Service Retirement System
Certain GSA employees were covered by the Civil Service Retirement System (CSRS), a defined benefit plan, during 1997 (48.7 percent of employees). Total GSA (employer) contributions (7.5 percent of base pay for law enforcement employees, and 7 percent for all others) to CSRS for all employees in fiscal years 1997 and 1996 were $27 million and $29 million, respectively.

C. Federal Employees Retirement System
On January 1, 1987, the Federal Employees Retirement System (FERS), a defined contribution plan, went into effect pursuant to Public Law 99-335. Employees hired after December 31, 1983, were automatically covered by FERS and Social Security while employees hired prior to January 1, 1984, elected to either join FERS and Social Security or remain in CSRS. As of September 30, 1997, 50.5 percent of GSA's employees were covered under FERS. One of the primary differences between FERS and CSRS is that FERS offers automatic and matching contributions into the Federal Government's Thrift Savings Plan (TSP) for each employee. Under CSRS, employees can invest up to 5 percent of their base pay in the TSP. Employees under FERS can invest up to 10 percent of base pay, plus GSA will automatically contribute 1 percent of base pay and then match employee contributions up to an additional 4 percent of base pay. During fiscal years 1997 and 1996, total GSA (employer) contributions to FERS were $34 million and $33 million, respectively. Additional GSA contributions to the TSP in fiscal years 1997 and 1996 totaled $13 million and $12 million, respectively.

D. Social Security System
GSA also makes matching contributions to the Social Security Administration (SSA) under the Federal Insurance Contributions Act (FICA). For employees covered by FERS, GSA contributed matching amounts of 6.20 percent of gross pay (up to $65,400) to SSA's Old-Age, Survivors, and Disability Insurance (OASDI) program in calendar year 1997. Additionally, GSA makes matching contributions for all employees of 1.45 percent of gross pay to SSA's Medicare Hospital Insurance program in calendar year 1997. Only 0.8 percent of GSA's employees are covered exclusively by these Social Security programs. Payments to these programs in fiscal years 1997 and 1996 amounted to $32 million and $31 million, respectively.

E. Schedule of Unfunded Benefit Costs
Amounts recorded in fiscal year 1997 in accordance with SFFAS Number 5 for post employment benefits are as follows (dollars in millions.)
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5. INVESTED CAPITAL, FUTURE FUNDING REQUIREMENTS, AND CUMULATIVE RESULTS OF OPERATIONS
A. Invested Capital
Invested capital represents U.S. Government resources invested in certain GSA assets, principally land, buildings, construction in process, and equipment. Increases to invested capital are recorded only when such assets are acquired with direct appropriations or with monies transferred to GSA for that purpose, or when existing properties are transferred to GSA.

GSA records no diminution in invested capital for depreciation in its Revolving Funds since it recovers depreciation expense through interagency billings. Resources obtained through such billings are generally used to replace, repair, or otherwise alter GSA's existing capital asset base, thus maintaining the value of invested capital.

B. Future Funding Requirements
Future funding requirements are recorded to recognize the amount of appropriated funding that will be needed in future periods to liquidate liabilities incurred through the current fiscal year. Funding for these items, such as legal claims and actuarial liabilities, is generally received in the year that amounts become due and payable. Such liabilities are generally not intended to be absorbed by the existing capital of the associated fund. 

Included in future funding requirements are amounts related to the unfunded liabilities associated with legal actions brought by employees of GSA for on-the-job injuries which fall under the Federal Employees Compensation Act (FECA), administered by the U.S. Department of Labor (DOL). DOL bills each agency annually as claims are paid, and such bills are due in two years to allow funding through the budget process. GSA records these liabilities, which included unfunded portions totaling $2 million at September 30, 1997 and 1996, when the bills are received. DOL also provides GSA with an actuarial estimate of the present value of long-term payments related to claims incurred at the end of the fiscal year (see Note 1-K). The actuarial present value of unfunded FECA liability for appropriated funds was $8 million and $7 million as of September 30, 1997, and 1996, respectively, and corresponding amounts have been established in Future Funding Requirements in the Consolidating Statements of Financial Position for the respective fiscal years. Also included in future funding requirements are amounts relating to the long-term pension fund liability for former Presidents and their spouses. The current portion of this liability is funded by an annual appropriation. This liability amounted to $7 million and $6 million at the end of fiscal years 1997 and 1996, respectively. Accrued unfunded annual leave liability totaled $7 million and $8 million as of September 30, 1997 and 1996, respectively.

The Land Acquisition and Development Fund transferred from the former Pennsylvania Avenue Development Corporation, contained a significant balance requiring future funding. This fund had authority to borrow from the Department of the Treasury for various development projects. The interest accruing on the loans is an unfunded expense. With no assets available to liquidate these balances, the entire balance of accumulated interest and principal will require future funding to liquidate (see Notes 3 and 10). Accordingly, Future Funding Requirements in the LADF totaled $244 million at September 30, 1997. 


As discussed in Note 6, GSA began recording the unfunded costs and liabilities associated with legal contingencies where funding will be provided by other Federal entities as claims are settled. Total unfunded liabilities recorded in this regard were $121 million. As these liabilities were incurred in previous years, this amount is recorded as a prior period adjustment and is reflected as such in the schedule following in Note 5-D.

C. Cumulative Results of Operations
Cumulative results of operations for Revolving Funds include revenues in excess of expenses since their inception, reduced by funds returned to the U.S. Treasury, by congressional rescissions, and by transfers to other Federal agencies.

GSA's Federal Buildings Fund (FBF), General Supply Fund (GSF), Information Technology Fund (ITF), Working Capital Fund (WCF), and Consumer Information Center Fund (CICF) have legislative authority to retain portions of their cumulative results for specific purposes. The FBF retains cumulative results to finance future operations and construction, subject to appropriation by Congress. In the GSF, earnings are retained to cover the cost of replacing the motor vehicle fleet and supply inventory. The ITF retains cumulative results to provide financing for major systems acquisitions and improvements, contract conversion costs, major contingencies, and to maintain sufficient working capital. The WCF retains earnings to finance future operations and to offset the cost of equipment replacement. The CICF retains cumulative results to finance future operations, subject to appropriation by Congress.

D. Summary 

Below is a summary of changes in Equity of the U.S. Government for fiscal years 1997 and 1996 (dollars in millions)
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6. COMMITMENTS AND CONTINGENCIES
A. Commitments
In addition to future lease commitments discussed in Note 2, GSA is committed under obligations for goods and services which have been ordered but not yet received (undelivered orders) at fiscal year-end. Aggregate undelivered orders for all GSA activities increased to $3.7 billion from $3.5 billion between fiscal years 1997 and 1996.

In fiscal year 1989, GSA awarded two contracts for telecommunications services (FTS2000) to replace the existing intercity voice Federal Telecommunications System. The contracts cover a 10-year period and provide enhanced telecommunications capabilities for Federal agencies, including transition to an integrated services digital network. Costs over the remaining term of the contracts are estimated to be $1 billion.

B. Contingencies
GSA is a party in various administrative proceedings, legal actions, environmental suits, and claims brought by or against it. In the opinion of GSA management and legal counsel, the ultimate resolution of these proceedings, actions, and claims will not materially affect the financial position or results of operations of GSA.

As of September 30, 1997 and 1996, GSA recorded contingent liabilities in total of $101 million and $123 million, respectively, for pending and threatened legal matters for which, in the opinion of GSA management and legal counsel, GSA will probably incur losses. Of these balances, $94 million and $112 million, respectively, were reported in the Other Long-Term Liabilities section of the Consolidating Statements of Financial Position, with the remainder reported as Accounts Payable.

In addition, GSA had another $126 million and $73 million in contingencies at September 30, 1997 and 1996, respectively, where it is only possible, but not probable, that GSA will incur some cost. Accordingly, no balances have been recorded in the financial statements for these contingencies.

In most cases, legal matters which directly involve GSA relate to contractual arrangements GSA has entered into either for property and services it has obtained or procured on behalf of other Federal agencies. The costs of administering, litigating, and resolving these actions are generally borne by GSA unless it can recover the cost from another Federal agency. Certain legal matters in which GSA may be named party are administered and, in some instances, litigated by other Federal agencies. Amounts to be paid under any decision, settlement, or award pertaining thereto are sometimes funded by those agencies.

In most cases, tort and environmental claims are administered and resolved by the U.S. Department of Justice and any amounts necessary for resolution are obtained from a special Judgment Fund maintained by the Department of the Treasury. In accordance with the FASAB's Interpretation Number 2, "Accounting for Treasury Judgment Fund Transactions," starting in fiscal year 1997, costs incurred by the Federal government are to be reported by the agency responsible for incurring the liability, or to which liability has been assigned, regardless of the ultimate source of funding. In accordance with the interpretation, GSA recorded an additional $127 million of costs and other long-term liabilities for contingencies which will require funding exclusively through the Judgment Fund. In some instances, the estimated liability is not a particular amount, but within a range of amounts. For those instances, inclusive of the high end of those ranges, the probable liability could reach $412 million. Most of the costs to be borne by the Judgment Fund result from several environmental cases where GSA has been named as a potentially responsible party. 

Additional contingencies subject to ultimate funding from the Judgment Fund where the risk of loss is possible but not probable ranged from $158 million to $2.7 billion at September 30, 1997.

The recognition of claims to be funded through the Judgment Fund on GSA's Consolidating Statements of Operations and Consolidating Statements of Financial Position is, in effect, recognition of these liabilities against the Federal government as a whole, and should not be interpreted as claims against the assets, or resources of any GSA fund, nor will any future resources of GSA be required to liquidate any resulting losses. Further, for most environmental claims, GSA has no managerial responsibility other than as custodian and successor on claims made against former Federal entities, particularly former World War II defense related activities.

Amounts paid from the Judgment Fund on behalf of GSA were $16 million and $8 million in fiscal years 1997 and 1996, respectively. Of these amounts $13 million and $7 million, respectively, related to claims filed under the Contract Disputes Act for which payments have been or will be made to reimburse the Judgment Fund by the GSA funds liable under the contacts in dispute. The balance of claims paid on the behalf of GSA do not require reimbursement to the Judgment Fund.

7. ACCOUNTS AND NOTES RECEIVABLE
Substantially all accounts receivable are from other Federal agencies. Unbilled accounts receivable result from the delivery of goods or performance of services for which bills have not yet been rendered.

Notes receivable are from the sale of surplus real and related personal property, from motor vehicle damage claims, and from contract claims. Interest rates range from 0 percent to 10.375 percent. A summary of Accounts and Notes Receivable is as follows (dollars in millions).
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8. PROPERTY AND EQUIPMENT
Balances in GSA's Property and Equipment accounts are summarized below (dollars in millions).
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9. OTHER REVENUES
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Other revenues of GSA are summarized below (dollars in millions)

10. Subsequent Events
Included in the Treasury and General Government Appropriation Act, 1998 (Public Law 105-61) enacted October 10, 1997, GSA was provided appropriations to retire the entire amount of debt and associated accumulated and deferred interest in the Land Acquisition and Development Fund (see Note 3). Through September 30, 1997, original principal and accumulated interest balances totaled $85 million and $159 million, respectively.
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As of and For the Fiscal Years Ended September 30, 1997 and 1996 (Dollars in Millions)



For the Fiscal Years Ended September 30, 1997 and 1996 (Dollars in Millions)

Federal Managers' Financial Integrity Act Report
February 25, 1998

The President 
The White House 
Washington, DC 20500

Dear Mr. President:

I am pleased to report that the General Services Administration's (GSA's) management control and financial management systems, taken as a whole, provide reasonable assurance that the objectives of the Federal Managers' Financial Integrity Act (FMFIA), Section 2 and Section 4 are being achieved. The content of the enclosed FMFIA report is based on information provided by GSA's managers, as well as on advice provided by the agency's Management Control Oversight Council (MCOC). It is also based on the results of the audit of GSA's Financial Statements, which produced an unqualified opinion for the 10th consecutive year.

Steps have been taken by managers to implement corrective actions on five material weaknesses reported in previous years, and two material weaknesses and one nonconformance identified in fiscal year 1997. Management officials have evaluated their programs and have attested that their management controls comply with the Office of Management and Budget's (OMB) Circular A-123, Management Accountability and Control. The responsible systems managers and financial management officials have evaluated GSA's financial management systems in accordance with OMB Circular A-127, Financial Management Systems.

During fiscal year 1997, management control issues surfaced from a variety of sources. The MCOC, under the chairmanship of the Deputy Administrator, examined these issues and corrective actions were developed and implementation began immediately. The Inspector General, in his role as an advisory member of the MCOC, continues to provide useful, constructive suggestions for improving the agency's management control and financial management policies and practices.

The plans and actions to correct our seven material weaknesses and one nonconformance are addressed in the enclosure to this letter. I consider none of the weaknesses reported as critical to the performance of the agency's missions. 

Respectfully,

David J. Barram 
Administrator

Enclosure


ENCLOSURE A - Statistical Summary of  Performance 
ENCLOSURE B - Schedule of Corrective Actions, Material    Control Weaknesses 
ENCLOSURE C - Schedule of Corrective Actions, Material Nonconformances 
ENCLOSURE D - Summary of Other Issues
ENCLOSURE A - Statistical Summary of Performance
Section 2, Internal Control Systems 


Section 4, Financial Management Systems

ENCLOSURE B - Schedule of Corrective Actions, Material Control Weaknesses

Section 2, Material Weaknesses Summary

Material Weakness: Inadequate Timely Access to PBS Business and Program Related Information

This material weakness is caused by the lack of timely, accessible business and related data and outdated and outmoded processing methods in the PBS Information System. Among other problems this deficiency has contributed to the substantial revenue shortfall currently facing the Federal Buildings Fund. The completion of corrective actions is validated and supported by documentation prepared by program officials. 


At the completion of all action items, a management control review or other detailed review will be performed to ensure that the actions taken are producing the intended positive results. 


Pace of Corrective Action:

· Year Identified: 1988 
· Current Correction Date: 06/98 
· Responsible Program Office: Public Buildings Service, Chief  Information Officer



Material Weakness:  Programmatic Weakness in the Child Care Program

Several program weaknesses have been identified in the Child Care Program involving staffing, governance, controls over criminal background checks, licensing and financing. GSA is in noncompliance with Public Law 101-647 that requires criminal history background checks for all child care employees in Federal facilities. Additionally, some centers were operating in GSA-controlled space without proper licensing agreements. 

At the completion of all action items, a management control review or other detailed review will be performed to ensure that the actions taken are producing the intended positive results. 
Pace of Corrective Action:

· Year Identified: 1995 
· Current Correction Date: 12/97 
· Responsible Program Office: Public Buildings Service, 
Office of Workplace Initiatives


Material Weakness: GSA/Federal Protective Service (FPS) Control Centers

A study conducted of GSA's control centers disclosed significant risks related to the GSA/FPS control centers. The study indicated that due to budgetary and personnel constraints accumulating over more than a decade, the control centers have been degraded to a point at which various systems are functioning, but raise risk and liability concerns in the ability to provide an acceptable, efficient, and effective FPS level of performance to preserve life and property. The initial plan was to upgrade all regional control centers with state-of-the-art equipment; however, to gain economies of scale, the project has been redirected to consolidate some control centers into mega-centers and establish regional dispatch centers. 


At the completion of all action items, a management control review or other detailed review will be performed to ensure that the actions taken are producing the intended positive results.

Pace of Corrective Action:· Year Identified: 1995 
· Current Correction Date: 03/99 
· Responsible Program Office: Public Buildings Service, Federal Protective Service


Material Weakness: Level of Federal Protective Police Officers (FPPO's)

A material weakness exists in the Law Enforcement Program which relates to the level of Federal Protective Police Officers (FPPO's). As of September 1995, the current level of FPPO's was 401. This figure does not meet the requirements of Section 10 of the general provisions of Public Law 100-440, which states, "The Administrator of the General Services is authorized and directed to hire up to and maintain an annual average of not less than 1,000 (full time equivalent) positions for Federal Protective Police Officers." GSA continues to review the FPPO's to assure a satisfactory level of officers. 


GSA has developed a resource allocation model to specifically identify and establish the proper level of FPPO's. Initial results indicate a need for an FPPO force of less than 1,000, but higher than the current on-board levels. The 1,000-FPPO requirement was repealed in the fiscal year 1998 appropriations act. We are working to increase the number of FPPO's, so that we reach the level that we believe best supports the Federal Government and our mission. 


At the completion of all action items, a management control review or other detailed review will be performed to ensure that the actions taken are producing the intended positive results.

Pace of Corrective Action:
· Year Identified: 1995 
· Current Correction Date: 09/98 
· Responsible Program Office: Public Buildings Service, Federal Protective Service

Material Weakness: Multiple Award Schedule (MAS) Program

Federal agencies collectively acquire goods and services valued at approximately $5 billion annually through MAS contracts. The MAS Program has several problems which were identified by agency management and cited in General Accounting Office (GAO) and GSA Office of Inspector General (OIG) audits. First, the information which GSA receives from vendors to evaluate prices offered to the Government is not always accurate, current and complete. Second, heavy workload in the MAS program may adversely affect the ability of contracting officers to award the most favorable prices for the Government. Third, agencies which use the MAS program may not always comply with applicable ordering procedures. 


In previous years, this material weakness was reported as a high risk area, because the solutions necessitated involvement of the Office of Management and Budget and, perhaps, the Congress. Also, the Federal Acquisition Streamlining Act significantly altered the conduct of Federal Procurement. Implementation of this new law continues to be evaluated as to the effect on the MAS program. 


At the completion of all action items, a management control review or other detailed review will be performed to ensure that the actions taken are producing the intended positive results.

Pace of Corrective Action:
· Year Identified: 1992 
· Current Correction Date: 08/99 
· Responsible Program Office: Office of Governmentwide Policy, Office of Acquisition Policy
Material Weakness: Inappropriate Controls Imposed On The Information Technology Fund

As a result of inappropriate controls imposed, the Information Technology Fund cannot operate in a manner most advantageous to its customers and the American taxpayers. GSA is continually evaluating the availability and demand for new products and services, especially in the Information Technology (IT) arena. Business is growing as a result of customer demand and business innovation. Ironically, most of the increase in demand is usually from clients who do not pay timely or electronically. These clients often take 90 days or more to reimburse GSA for goods and services obtained through vendors that must be paid in accordance with the Prompt Pay Act. OMB Circular A-34, section 11.2.d.1.B states: "Revolving funds [such as the IT Fund], operate on a reimbursable basis when working capital (undisbursed cash) is available. Otherwise, advance payments must accompany orders. Revolving funds may not disburse into a negative cash position in anticipation of Federal or non-Federal reimbursements." This guidance has been in effect only since 1995.

An example of this control problem is indicated by the recent dramatic increase in business in the Federal Technology Service's FAST Program. The FAST Program has grown from a local program in Kansas City to a nationwide program with revenues of over $500 million in the past two years. The primary customer with 85 percent of the purchases is Defense. Defense is not on Treasury's Online Payment and Collection (OPAC) System. Defense does not pay GSA in a timely manner. During fiscal year 1997, delinquencies ran as high as 58 percent for the FAST Program alone. This has caused the IT Fund to approach a negative cash balance, even causing a cessation of FAST sales to DOD. This costs the taxpayers. 


Without changes to the OMB guidance, all Franchise Funds, not only the IT Fund, can come under the same restrictions. A true measure in determining a fund's financial position must be more than just its cash position; it must include its valid accounts receivable. OMB's guidance needs to be modified to fit business reality.

Pace of Corrective Action:
· Year Identified: 1997 
· Current Correction Date: 01/98 
· Responsible Program Office: Federal Technology Service 
Procurement Services Center

Material Weakness: PBS Rent Revenue Shortage

Actual Federal Buildings Fund (FBF) rent revenues for fiscal years 1996 and 1997 will be $680.5 million less than the amount needed to fund spending authorities provided by the Congress. GSA has taken the actions necessary to ensure that we will operate within available revenue for these fiscal years. In the fiscal year 1998 President's Budget, GSA requested the Congress score $680.5 million from fiscal year 1998 income that will be used to accomplish spending authorities approved in prior years. Immediate action was taken to identify and correct the weakness in revenue projection methodologies and procedures. As a result, GSA notified the Congress in July of its revised income estimates for fiscal years 1997 and 1998. GSA continues to work to improve its income projection and collection systems and is streamlining both these processes and the lines of accountability for them. 

At the completion of all action items, a management control review or other detailed review will be performed to ensure that the actions taken are producing the intended positive results.

Pace of Corrective Action:

· Year Identified: 1997 
· Current Correction Date: 1999 
· Responsible Program Office: Public Buildings Service, Office of the Controller

ENCLOSURE C - Schedule of Corrective Actions, Material Nonconformances
As required by the FMFIA, GSA evaluates its financial management systems each year in accordance with the principles, standards, and related requirements prescribed by the Comptroller General and implemented through the Office of Management and Budget's (OMB) Circular No. A-127, Financial Management Systems. 


Based on all review work performed in 1997, except for one area of material nonconformance identified with respect to OMB Circulars No. A-127 and A-130 requirements, GSA's financial management systems substantially comply with Federal financial management systems requirements. 


The material nonconformance cited above relates to certain general support system security control weaknesses that were identified by GSA's independent financial statement auditors, Arthur Andersen LLP, during their annual audit of GSA's financial statements. These weaknesses could have potentially impacted the integrity of several Federal Supply Service financial management application systems. However, GSA has other internal controls in place that mitigate the risk that a material misstatement may occur and not be detected by GSA employees.

Material Nonconformance: Automated Information Systems Security Controls

During 1997, the responsibility for the general support system for three GSA automated information systems was transferred to a commercial data center. Subsequently, these three systems were discovered to be potentially at risk with respect to unauthorized access and the various possible consequences thereof. Although additional followup work concluded that there were mitigating controls and that no adverse consequences occurred to GSA from this condition, corrective actions are still needed to ensure better compliance with OMB Circular No. A-130, Automated Information Systems Security Control Requirements. 


Pace of Corrective Action:

· Year Identified: 1997 
· Current Correction Date: 02/99 
· Responsible Program Office: Federal Supply Service, 
Office of the Chief Information Officer

ENCLOSURE D - Summary of Other Issues

Identified below are two issues that surfaced during fiscal year 1997 which merit disclosure in this year's FMFIA report. However, because both issues are currently unresolved, GSA's Management Control Oversight Council did not have sufficient information at this time to determine whether these issues constituted a material weakness for FMFIA reporting purposes.

GSA Expenses to Ready the Suitland, Maryland Federal Building No. 2 for Temporary Occupancy

The Office of Inspector General (OIG) concluded in a final audit report that renovation work in the Suitland Federal Building No. 2 exceeded the prospectus threshold, a violation of the prospectus requirements of the Public Buildings Act and the Anti-Deficiency Act. The OIG report is currently being addressed through GSA's formal audit follow up system.

Use of Funds to Pay for Initial Space Alterations at the U.S. Bankruptcy Court, Columbus, Ohio

The OIG reported a potential law violation in a final report regarding the use of funds to pay for initial space alterations at the U.S. Bankruptcy Court, Columbus, Ohio. In the report, the OIG states that contrary to a Comptroller General opinion, GSA authorized the use of rental funds (Budget Activity 53), instead of using repair and alteration funds (Budget Activity 54), to pay for initial space alterations. The OIG is of the opinion that the improper use of Budget Activity 53 may also have resulted in an Anti-Deficiency Act violation. The OIG is awaiting a decision from GSA's Office of General Counsel regarding this matter.



Executive Summary for the Period October 1, 1996 - March 31, 1997

GSA is now operating in a new, competitive environment. Its principal source of funding has switched from direct appropriations to reimbursable accounts and fee-based services. It is also adapting to downsizing and the various streamlining and reform initiatives; all are aimed at doing things better, cheaper, faster, and with fewer people. To help GSA management operate in this environment the OIG has focused its efforts on providing better, more timely, and more valuable assistance to Agency managers by introducing and expanding new forms of service. We have greatly expanded our consulting services and our participation on Agency improvement task forces. These services have been added while we continue to offer our more traditional services including program evaluations, contract and financial auditing, and internal controls reviews. 

Consulting Services

Our consulting services are provided to management based on their requests, and are designed to be quick responses to specific program concerns. Since we began to offer consulting services, GSA managers have responded with about 70 requests for assistance. This period, for example, we provided the Office of Information Technology with a workload assessment for future operations resulting from significant downsizing and the loss of several key technical officials. 

We also assisted the Federal Protective Service in developing a cost allocation system to more accurately bill Federal customers. Additionally, the Office of Management Services requested our assistance to improve the delivery of various GSA administrative services.

We assisted Agency task forces by providing advice on appropriate management controls for various reinvention efforts, and by offering possible solutions on several complex financial issues. We currently have over 30 OIG representatives on various Agency task forces. As examples, we are assisting the Chief Financial Officer with the redesign of the Agency's core financial management system, and a new system designed to allocate overhead using activity-based costing. We are also assisting the Federal Supply Service with the design of management controls over the new credit card system for fleet management, and the Public Buildings Service with developing improved mechanisms for rent forecasting and collections.

We also issued two significant advisory evaluations. In our first advisory report we provided the GSA National Customer Service Center with the results of our best-practices review and benchmarking of how private sector shipping companies provided quality services and resolved shipping discrepancies. The second report involved GSA efforts to better identify ways to reduce its general management and administrative expenses as a way of improving efficiency and cost-effectiveness. We reported that many GSA organizations were identifying ways of reducing costs and that further audit work was unwarranted. We also called to management's attention that prior GSA overhead study teams had made recommendations for improvement which, if acted upon, could provide opportunities for cost reduction.

Program/Operational Reviews
During this period, we conducted comprehensive program reviews and made recommendations for improvement in several of GSA's major programs and activities. In response to a request from the Chief Financial Officer, we reviewed the general management of and controls for the Federal Government's three major credit cards: the travel card, the general-use charge card, and the telephone card. Our auditors also made recommendations to improve the timely resolution of the Federal Telecommunications System's (FTS2000) price adjustments process, and made recommendations to improve access to and operations of the Federal telecommuting centers. We also issued a Governmentwide report on the civilian agencies' aircraft management programs. The Federal Government owns or operates over 1,500 civilian aircraft at total operating costs exceeding $1 billion annually. Our work involved coordinating 10 Federal OIGs in their reviews of their agencies' aircraft safety, maintenance, and management programs. 

Procurement Integrity
An important part of our work effort is to provide support to Agency contracting officers and to protect the integrity of GSA procurement programs and operations by detecting and preventing fraud, waste, and abuse. This period, several private sector contractors agreed to pay over $3 million to resolve potential civil liability under the False Claims Act. The contractors provided a wide array of products and services such as office furniture, pay telephones, lawn and garden equipment, hand tools, and electrical supplies. The violations included overcharges, false claims, violations of the Trade Agreements Act, failure to provide price reductions, false certifications of pricing data, and product safety violations. In addition, an office furniture supplier made a final payment of over $2.3 million (total settlement of $5.2 million) to cover overcharges to Federal customers on 15 Multiple Award Schedule contracts. 

We also completed an internal audit in the procurement area in which we reviewed the Agency's procedures for identifying poorly-performing Government contractors and for referring poor performers for debarment consideration. We participated in a joint investigation with the Federal Bureau of Investigation, the Department of Transportation, and the Defense Criminal Investigative Service, which uncovered over $1 million in stolen Government property including TVs, VCRs, chain saws, clothing and hand tools. Other investigations resulted in civil recoveries, convictions, and/or suspensions and debarments in cases involving mail fraud, false claims, and bribery in connection with a variety of products and services.

Summary of Results
The OIG made almost $66 million in financial recommendations to better use Government funds, and in other program costs savings; made 231 referrals for criminal prosecution, civil litigation, and administrative actions; reviewed 133 legislative and regulatory actions; and received 2,159 Hotline calls and letters. This period, we achieved savings from management decisions on financial recommendations, civil settlements, and investigative recoveries totaling over $225 million.

Emerging Issues and Concerns
We also report this period on emerging issues and concerns. During the last 6 months two issues developed that are of significant concern for the OIG and for the Agency. The first involves the proper resolution of disputes between an OIG and an agency when the OIG has questioned the authorities under which the agency head has taken action. The specific issue centers on a disagreement between the Inspector General and the Agency arising out of OIG concerns that the Administrator may have exceeded his authority in compromising debt in a credit transaction related to the disposal of surplus real property. The OIG has requested independent opinions from the Attorney General and the General Accounting Office (GAO). The second issue involves the recently highly publicized GSA disclosure that its forecast of rent revenue for Fiscal Year (FY) 1996 and FY 1997 exceeded actual rent income by over $680 million and that it therefore could not fund all the projects authorized by Congress. 

Customer Feedback
We are continuing with our internal organizational changes to enhance our ability to provide the services and products GSA needs to help meet its mission and to improve its overall management and performance. We are working hard to increase productivity and shorten delivery time frames for our services. The entire staff has worked to reduce overhead and administrative costs. In addition, we increased the solicitation of feedback from our customers on the quality of our reports and services. Satisfaction ratings have substantially improved since our initial survey last year.

Executive Summary for the Period April 1, 1997-September 30, 1997
During this period, we expanded our efforts to provide professional assistance through enhanced consulting services, advisory reports, active participation on Agency task forces, and the use of alert reports designed to quickly inform management of potentially serious deficiencies or other concerns prior to completion of all analytical work and formal report issuance. These services have been added while we continue to offer our more traditional services including program evaluations, contract and financial auditing, and internal controls reviews.

Consulting Services
At the request of Agency management, we expanded our consulting services role to cover a range of GSA activities cutting across all GSA components. We helped a Public Buildings Service (PBS) component develop a cost allocation system for protection billing rates; analyzed stock procurement practices and declining sales in a GSA commodity center; benchmarked private sector and other Government practices for replacing and utilizing light trucks; and helped research best management practices for managing information technology infrastructure, budget issues, and project initiatives. We also issued several advisory reports informing managers of opportunities for operational improvements. 

We continued our participation on Agency task forces by providing advice on appropriate management controls. Agency management has requested our assistance in task forces looking at GSA's rent revenue forecasting system, in addition to looking at ways to better educate employees about effectively managing building assets, and to better manage emergency readiness initiatives. 

We also issued two significant advisory evaluations. In our first advisory report we provided GSA contract managers with information on the most efficient ways to procure, use, and control wireless communication services. We concluded that GSA could achieve significant savings and better program management if it went from multiple vendors to a single vendor and if it developed multiple rate plans for different levels of use. The second report involved a review of GSA's Fleet Management System's cost per mile performance measure. We reported that this performance measure was an acceptable measure for reporting performance under the Government Performance and Results Act because it did include all the various fleet operating cost components. 

Program/Operational Reviews
The OIG also continued its efforts to conduct large-scale reviews of major programs and operations throughout GSA's various components. For example, in our review of security and law enforcement in Federal buildings, we reported that safety and protection of Federal employees and property is potentially being compromised because regional criminal investigation activities are operating autonomously, with no program accountability or measurable performance standards. Consequently, we made recommendations for improvements in the accountability, performance measurement, training, and information sharing practices for the Federal Protective Service. Other program reviews resulted in recommendations for improving the administration and accountability of GSA's Fast Track Award program; reducing inventory costs, improving quantity demand projections, and improving the overall management of more than 7,600 commonly used items in GSA inventories; and improving controls over the States' administration of the Personal Property Donation program. In addition, we made recommendations to improve the overall management of GSA's program designed to quickly and efficiently procure off-the-shelf computer products and services.

Our operational reviews reported that several GSA initiatives were largely successful in meeting their planned objectives. For example, GSA developed a pilot contract program to quickly meet the demand for skilled craftsmen such as electricians, carpenters, mechanics, and plumbers. We found that the pilot contract fulfilled its primary purpose of providing skilled workers to serve the needs of GSA's customers, projects were completed in a timely manner, the procurement system was operating efficiently, and Agency customers were pleased with the overall quality and timeliness of requested services. We also found that GSA's energy retrofit program for Federal buildings has exceeded its expectations in that energy use has been reduced by 20 percent and that the project is paying for itself. GSA is also taking appropriate action to help its customers reduce long distance telephone charges.

Procurement Integrity
An important part of our work effort is to provide support to Agency contracting officers and to protect the integrity of GSA procurement programs and operations by detecting and preventing fraud, waste, and abuse. This period, several private sector contractors agreed to pay over $6.7 million to resolve potential civil liability under the False Claims Act. These contractors provided a wide array of products and services such as office equipment and furniture, identification cards, and automated data processing (ADP) equipment. The violations included misrepresentation of commercial discount practices and violations of the Trade Agreements Act. In addition, our efforts resulted in the conviction of several GSA contractors involved with the theft of Government property, false certifications, and the fraudulent use of a Government credit card. However, our relationships with private industry are not always adversarial. A recent investigation conducted by the OIG in partnership with a major tool manufacturer disclosed a GSA employee stole over $240,000 of the manufacturer's tools from a GSA distribution center and sold the tools on the "black market" for less than the production cost of the tool. Both the Government and the manufacturer were victims of this crime and worked jointly to protect the integrity of GSA's commercial item acquisition program and the manufacturer's product value 

Summary of Results
The OIG made almost $55 million in financial recommendations to better use Government funds, and in other program costs savings; made 192 referrals for criminal prosecution, civil litigation, and administrative actions; reviewed 268 legislative and regulatory actions; and received 1,755 Hotline calls and letters. This period, we achieved savings from management decisions on financial recommendations, civil settlements, and investigative recoveries totaling over $65 million. 

Emerging Issues and Concerns
We continue our practice of highlighting emerging issues and matters of particular concern.

The primary ongoing issue involves GSA's previous disclosure that its forecast of rent revenue for FY 1996 and FY 1997 exceeded actual rent income by over $680 million and that it therefore could not fund all the projects authorized by Congress. During this period, we reviewed the Agency's newly developed projection of an additional revenue gap for FY 1997 of $78.6 million. Based on our review, we believed the projection was understated by $28 million because it is based on overly optimistic assumptions of adjustments for bad debt expense and credit corrections. On July 2, 1997, the Agency did report the additional revenue gap to Congress as an adjustment of $100 million. We considered this disclosure to be more consistent with our review and therefore reasonable. The Agency established a task force on revenue forecasting to examine the rent revenue forecasting process and requested our participation. In addition, the OIG, at the Agency's request, has joined with the agency in a review of the accuracy of the data in the Agency's rent billing information system. We will continue to work with GSA in improving its rent billing system. 

One new issue emerged this period that we believe warrants reporting here: concern for the proper application of management controls over program assets. We believe the current environment of reinventing Government, streamlining operations, declining staffs, shifting from a centralized to decentralized operations, and the increased emphasis on customer service, has heightened the importance of management adherence to the few remaining broad controls in place to protect Government assets. This is especially true in the procurement arena. In several ongoing reviews, we have identified problems stemming from a lack of proper controls or breakdowns in designed controls which could lead to fraud and waste in GSA's programs and operations. As a result, we plan to shift more audit resources to the review of management controls over the next year. 


Two other previously reported matters remain of continuing concern: the curtailment of postaward audit authority and the elimination of pricing certifications in the Multiple Award Schedule (MAS) program, and issues relating to the Agency's authority to compromise debt (sale of the U.S. Custom House to the City of Boston).

Customer Feedback
We are continuing with our efforts to obtain customer feedback from our internal customers. We provide a Customer Satisfaction Survey form for customer use with each of our internal products. The feedback received to date has been very positive and will be used to help us improve the quality and timeliness of our internal products.

Copies of the semiannual reports may be obtained directly from GSA's Office of Inspector General.
Administrator's Semiannual Management Reports to the Congress
Executive Summary Combining the Semiannual Reports for Fiscal Year 1997
In accordance with the Inspector General Act Amendments of 1988, the Administrator of General Services reports directly to Congress on management decisions and final actions taken regarding audit recommendations issued by GSA's Office of Inspector General (OIG). The Administrator must also provide an explanation when final action has not been taken within one year of an audit's management decision date. 

The Administrator's reports are statutorily required on a semiannual schedule for periods ending March 31 and September 30 of each fiscal year. The information below represents a compilation of summary statistics from the two reports issued for fiscal year 1997. Where appropriate to be consistent with this Annual Report presentation, six months totals have been combined to reflect full fiscal year performance. 


For a fuller understanding of the statistics presented below, it should be known that the OIG identifies audit recommendations for cost avoidance as "funds to be put to better use" and distinguishes whether the funds have or do not have an impact on the agency's budget. Funds categorized as having budget impact involve the obligation process, and audit-related savings of this category may be available for reprogramming. Funds identified as having no budget impact do not involve obligated monies and, therefore, do not have a material effect on the agency's appropriated funds.

During the fiscal year ending September 30, 1997, management decisions were issued on 316 audit reports. Of this total, 197 audit reports represented $ 34,025,608 in disallowed costs and $ 246,789,158 in funds to be put to better use. The latter category is comprised of estimated and actual cost avoidance determined to have no impact on the agency's budget. 

By the fiscal year's end, final action was achieved for 161 audits with management decisions identifying disallowed costs or funds to be put to better use. These audits represent the recovery of $ 24,737,884 and the implementation of $ 7,492,636 of actual cost avoidance determined to have no impact on the agency's budget. 

As of March 31, 1997, 197 audit reports remained open without final action a year after management decision, with 89 of this total under formal administrative or judicial appeal. As of September 30, 1997, 171 audits remained open without final action a year after management decision, with 85 under appeal. The full reports for each semiannual period cite the reasons final actions were not yet taken on the open audits that were not under appeal.

Copies of the semiannual reports may be obtained directly from GSA's Office of Management and Workplace Programs. 
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