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-mitted by the Comptroller General, from time to
time, to the Committess on Govérmnment Cperations,
to the Appropriations Committees, 2nd to the
legislative committees having jurisdietion over
“legisletion relating to the operaticns_of the
respective agencles of the two‘ﬁmu&éa.3*

Thus,.ﬁt”bépemeg'éppareﬂhwnhaz this 18 é&&j@f the malin

watghdos ecemmittees of the Congress,

o ...‘-?..,.“.,,A-, o

GENERAL ACCCUHTING QFFlcEfS RG&E 3

Under the aulthority granted in 31 United States

Code, Bupplement V, section 60, the Comptroller General

and the staff of the General Acccunting Cffice, which
is a branch of the Congress and responsible to the Congress,
makes regular audits of executive agencies., These are
often accompanied by sample checks 1nta;en§_partieular
pfagram or vhase of the agencies tetal p&a@zaw. These
reporte are then presented to the Qangregs;

In late 1959 the General Acccuntlng Cffice while
making an audit of the NMilitary G@nstruct;ﬁn program
of the Armed Forces found certain glaring discrepencies
in the Army's use of funds at the Granite éity, I1llinois
Engineer Depot, Each year the éppropraaﬁiéna committees
in alleting military appropriations aubggg%ge a cer-
tain smount to be used for general eonsgfuﬁtion mrpeses,
and this is to be devided as stated ameng the three
gervices; Army, Navy, and Alr Force, Thig genera1

censtruetion Hppropriation subsequently 1s breoken down



and  authorizations are made for variou& proj&ets for
that particular service such as mlpsle hﬂaas or hauaing
a & at Granite Git}; Cnee these autherimatiana are pet
if the Army or Navy wisheg to ehange them Qr exceed them
in any way they must go back to the Cun@reas for the

permission to do aa.&

GRANITE CITY HOUSING m‘m-

When auditing the Arm¥s aecmunts t@r th@ con=
struction of £ifty houses at Granite Qitx, the General
Acaoumting Cfflce found that the 11m1taaiwns fof the

housing had been exceeded by £223,000, ﬂnﬂer the
Department of Pefense mmmmmm
Statute 318)°% the coet limitations fer h§1$ housing wae
@6&2,000 for dtems that were included within the

limitaticon., The ecelling was set under th ﬁQ§§3z§“*g§

ef Defense Appropristion Adct 1 rovisicn th&t ne heueing in
the ccntinental United States shall 1n ceat excewd

$20,000 for a general or enuivalant; %10 000 for cole
onels or eguivalant; $16,000 fer majors, Iieutenant~
eclenels or enuivalant; $14,000 for secend lieutenants,
first lieutenants, capteine and warrant ofticers or
equivalant, and 12,000 for enlisted parad@nel. or

a total of §642,000 for the fifty units of varicus grades

to be constructed, This limitation did not aprly to




to eertain preject coste nuch as ths?"“”
rﬁfrigeratora, ra¢és; mutaiae;mtilitiéa
p&ration beyond five fect out frem the 3 ‘gier of
eaah hauga. &&am the @Gﬁﬁ af ﬂ@sign#f, ” .
in the limit amcn.ﬁ _
" 1a November 1955 the United smtea m»my Carpﬁ
of Engine@r&»ﬁakeﬁ for bids from eemtraq#fj
Grunite Eity ares for the propesed zréjeet, On Dec-
@mbar ﬁ@, !955 the bide from four aentr&av ,é vere opened
bj the cantraeﬁing officer in Ch*eago,_Iiliﬂofs, and "
alz ﬁare rnuhd to exeeed the 1imitwtion faw the houe ing
aLtJQQgh‘theae had been clearly stuteé_in.ﬁhe 1nv1tatien
fer bide;, In an effort to recelve bidabéfbre a January
¥ f@Sﬁvr@strictian which would have yr@ﬁéﬁtﬂd the award-
iﬁg of a contrﬁct for that particularvﬁroﬁéct became
effectiva the eonbracting officer a%nt tal@gr me to
the ccmreting contractors reonesting n@w bids by the
29 of D@cember‘ Review of the second biéﬂ'ﬁiselcsed
that the cogt of the housing itselfl w&s wi%hin the
limitation, but the cost for utilifies, rangea et cetera
had risen from approximately $131,000 to 5%90,093 in
an apparent effort to bring the coeis wiﬁhin the limit-
ationz. The contraeting officer then,..in.eprder to meet
the January 1, 1986 date,.auamdadAthamaenﬁﬁéQtwt@uthe.U
lléweéﬁ $idéér; . H., Bterﬁbér@;and Company -of Granite Clty,
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Although this bid wae loweat, aa it had bean on the
_previous gubmiasion, the ﬁeeona bid was 819 000 more

rthﬁn the 1n1ﬁlal one, Upon aeeing th@ﬁa r&gurea the
Genersl éaeeunting Cffice at&fhﬁﬁ 2 tharaugh investigation
into the preject 7

QENERAL ACGOUW?I@G CFFICE INVEE TIGATICH Aﬂﬁ REPORT

The General Aceounting Cffice vwwad the
specificatiené'fer th@ housing and foﬁn&'ﬁhtm not to
be elaborate, nop were the units themeelves., 1% also
checked the contractors records as they are permitted
ac¢cess to records in negotliated contracts and some ad-
verticed bid cantfacts.a The G, A, O.Athen reviewed
the awarding of the contract to ascertain if the best
interests of the gmtérnment had been served, It eould
find no evidence of éolluaian between eontractor end
the Corpe of Engineers contracting officer, Bor could
the General Accounting Cffice find any recerd of’nég&«
tiaticns between the contractor ané Corpe of Englneers
in an effort to bring the accepted bid dewn to the
previocus bid, in other words to eliminate the %19 00
1ncraase.9

When the Generdl %ccounting Office concluded ite
investization the repert was turned ‘over to the House
Gevernment Croraticns Committee for thelr attentien,

1t was ;gﬂeed upoh by the G, A, 0. and the committee
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!th&t thzs was an araa whieh naedaé invaat_ggtian and
that Granite Gity wauld servw as the samyla cage.
Th@ majﬁr pﬁint of mmncera wag bh&t thﬁ « ps of

Engineers had deliberately, frem all 1§61¢ :
@xzeadad th£ ltmit&timna, and thﬁr'&uthor gy by not

renurning te the Gangresa fer permisaien,tazdo so until
the rollewing year. It wag alss qusatianeﬁ if the b@sf

interests mr the government had been amrv&ﬁ,_ It should

be pﬂintsd out however, that the Corps dté not exceed
the averﬁll 1im1tatiem for housing, but thﬁ syeaific
- authorization covering Granite City area at that time,
Also the bid by the contractor and the.aegual total
cost of the housing was lese than the @mtimate mede
by the Corpe of Engineers iteelf, But, the denger of
the situation was deemed to lie in the faet that there
was a knowledgable unbalancing of blde and a circum-
vention of Congress, 10

In order to lock fully into the situation the
Reorganization subcommittee under/chéirma#;wilixam
Dawson of Illinois crdered an Investigation and a
hearing tc be held, The hearing was béld»en Febm
ruary 25 and 26, 19€0 with members of the commlittee
and Coungel receiving testimony from the General
Accounting Cffice &ndvtﬁe Army Corpe of Engineera."

Exactly how the pommittee proceeded, the infermation






CHAPTER IV
GRANITE CITY, ILLINOIS CASE STUDY

GENERAL ACCCUNTING OFFICE CHARGES

on January 13, 1960 the ﬁamptbéiiaf&@eaeral of

the Genmr&l Avccounting Offlce sent a awmylets report

of their iﬁveatig&tian to the R@arganizaﬁian subccmmittee

and the h&aringa by tngt committee eemmeng@a on ?@b-,

ruary 25,

1960, The opening ah&t&manz ;mﬁxuding the

ma}or points of the @enaral<éceaunt&ng‘Gf?i#e’anrﬁp@rt

wvas given by Mr, walliam ﬁcwmqn 31r@ntar, Eeranpe Ae -

counting and Auditing Division of the Gﬁneral Account-

ing Cffice, The maln ltems covered weres

(1)

The Corps ¢f Engineere hsd Qnaludaﬂ eprroximately
$250,000 housing costs under items not subject

to limitatien,!

Total cost estimate was increased by £19,418

from the December 20 bid to that on December 29,7
Congreseicnal limitation was viclated by the
improper shifting of costs,” it
The Corps eof Engineecrs viclated subsection

(1) (2) of gection 3679 Reviged Statutes as

amended by not reporting the excess expefidlture

to the Fresident and the Gongresa,&
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(5) According to the evidence available Lhe contr&eting

officer falled to nagctiate with th@ contractor
to try to eliminate the added $19,418,5
{6) The contract wes avarded h&étilykﬁegau@e an im-
pénéing c¢hange in regul&tlena‘@ffeetivé\Januarg
| 1, 1986, would not have &11¢w¢é.£ﬁévhcuﬁing
procurement, and as a result there woe the possi«
, bility that the best int@reﬁts @f th@ governnent

, h&d net been saPV$d.“

The most 1myﬁrtant aspect to the Gan@ral ﬁaamunting Cffice
‘was the Pact that the Corps had failed to return to the
Congress for suthorization to exceed thﬁblimitati@n,v_

in #uypcrting these points the G, 4. 9..§£ferea the

following evidence,
,a&ﬁxﬁahgacsﬁuﬂwzﬁﬁ OFFICE'S TE%@X&@%X

In reg ard to the charge of an almemt £250,000
exceesn of the 11mitat*anm the General Accounting Cffice
had echecked Into the records of the t?e bide offered by
the four competing coniractors., Thess W@fa all informai
advertised bide, and as such, the Corps of Engineers
¢claimed they were not aubject to négogga$ipn‘ In com-
paring the firet and second estimates of each contractor
ané in particulsr that of G, H, Sternberg, the Genersl
Accounting Office investigators found severedliscrepancies

between the two, 4As an example, it was found that the
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quoted cost af ranges had risan from #?,16@ te $20,197:

the construction of fences, gatee, et e&t r Jumped from

68 118 to 923 B84, amfinshallatien eharge ?fcr refrig-
erators inereased from §420 to g1, 15#* Qﬁa total cost
of these ltems and eimil: ‘r ones which ware not subjeet
to the ata&utary 1imitetions af #6#&;@@9
apprexlmat&ly 300% over tﬁe 1aitial b&d;

inareaasﬁ

_ﬁIt beaame
obvious to th@ Genaral Aecounting Offlee when viwwing
b@th bida that tha aoet of aeme hoﬂ&&m@ itﬁma\haﬂ been
trunarerred ta items such as util*ties whiah were not
ecnai&@red by the Corps cor the Gcn@raaﬁ tggb@ Qovered

by the limitation, They were not subject tc it because
the cost of nuch facilities varied 5r@at1y from region

to regiun .8 When comyaring the twe and. t&king inte
consideratlion an inecrease of §15,531 for intericr reinting
which had not been inecluded in the original one, the
Genersl Accounting Office calculated §§ﬁ¥%g£ual amount

of the misappropriation to be $223,000.° |

v ‘ Agaln in comparing the submitted bids the 8. K, 0.,
agcertained that the successful comtrector, @, H, Sternberg
and Company of Granite City, had converted part of the
estimags from items under the limitation teo those not
gubject to it. Also in the days elapsing from December

20 to December 29, the total cost had inercased 19,418
in 2dditidon to the %!5,531 addition for interior painting.
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The General Accounting éffiae wo.g unablé; §9w§yer, to
find any valid resson for the 1ncr9aae'?n$§'aéﬁié the
eontraetor provide one other than tners h&ﬁ been a mig-
caleulation on the initisl bid, Even- wity;thia ad@ition
the bid from G, #. Sternberg remainea the lcﬁeat of the

four advertised ones submitted,10

In conjunetion with thie 1ngr@aa@'”r 819 418 the
General Accounting Office pr@ce@a@d “@;, re 1nt¢ the

contracting progedures, As far as cau;éf %’1eérned by

the General Accounting Effice thare-wéﬁ n?f$srma1 record

e

made of the trausaction, but there axrgwa : te ﬁave

been no sttempt made by the acnhracting 0 “ieer to nego=
tlate he contract., It was agreed that some effort should
. have béén.ﬁut forth to lewer‘tha prieef;e ﬁhe eriginal
bid of §896,718®11 In a&éitien, when_ﬁgé iﬂhtréct was
‘ 7, 1956,
.f’ﬁis.gsx

for interior painting, Thor@ was no eviﬁ,ﬁss of collusion

actmaily,negetiated and signed on Féb@ﬁéf
1t was for §931,667 including the additio

Betwebs the nontractor and sontrash 1ng @ffiaer, nor
was théfe an indlicatlion that eny speeial.y?ivilagea had
been bruﬁteé.‘a It was folly howevwr, thﬂt the best
interests of the federal government haé nnt been served
g8 a rosult of this failure to negoti&tc,.

In connection with the fallure to negotiete and

the genersl conditions of the contract iteelf, an inquiry



