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Objective

The objective of this inspection was to review the Federal Register (FR) billing
process and to identify issues related to the non-payment of GPO bills for FR
publishing and other services by Executive Branch agencies.

Scope and Methodology

The scope of this inspection was limited to evaluating the issues around the
persistent overdue accounts receivable for Federal Register publication work on
behalf of the Executive Branch agencies.

The methodology included interviews with GPO financial, customer service, and
production personnel. The Office of the Inspector General (OIG) randomly
Interviewed customer agency, financial management, and program personnel to
determine their understanding of the GPO accounts receivable issue and to seek
their assistance in resolving the problem.

The OIG observed the process of constructing a bill for FR work. The OIG
performed an analysis of financial reports and consolidated specific data for the
analysis.

The OIG discussed the issues and alternatives with the Director of the Office of
the Federal Register (OFR); Managing Director of Customer Services at GPO;
and, GPO’s Chief Financial Officer (CFO).

The OIG received excellent cooperation from all GPO organizations, Executive
Branch customer agencies, and the OFR in the conduct of this inspection.

Background

The Federal Register Act of 1935 established the Federal Register, which informs
citizens of their rights and obligations by providing ready access to the official
text of Federal laws, Presidential documents, administrative regulations and
notices, and descriptions of Federal organizations and programs. The Archivist of
the United States, acting through the OFR, is charged with custody and, together
with the Public Printer, prompt distribution of those documents.

The FR printing was, until approximately 1980, a separate appropriation to the
Government Printing Office (GPO), similar to the current Congressional Printing
and Binding appropriation. Thereafter, FR Printing has been completed on a
reimbursable basis. The current practice is that FR work is printed by the GPO on
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a reimbursable basis. According to GPO Account Status reports i1ssued in March
2004, at least 35 customer agencies were not complying with the billing protocol.'

Having uncovered what appeared to be a significant problem with billing for FR
work, the Managing Director of Customer Services requested that the OIG look
into the issues of persistent accounts receivables of Executive Branch FR
publishing activity.

The FR requisition and billing process may be summarized as follows: At the
beginning of each fiscal year, Federal agencies requesting FR printing are
required to submit an SF-1 (Printing and Binding Requisition to the Public
Printer), authorizing billing for the FR work requested. Completion of the SF-1
establishes an “open jacket”? in the GPO billing system. The FR book is
manually reviewed daily to determine the amount to charge customer agencies for
their work published in the FR. A GPO Form 1997 (Daily Transmittal Sheet-
Transaction Layout Form) is then manually completed for each agency’s content
for the day.

Margin notes in the FR book are used to indicate the copy code (format of the
submission) to determine the billing rate for each column of text. The data
collected concerning the agency submission is entered into a personal computer
application along with the customer agency Billing Address Code (BAC) 3. This
data 1s passed to the Jacket Billing System monthly. If there are no further edits
required, a bill is sent to the submitting customer agency. If no SF-1 exists for the
work, the charges are held in an adjustment account and Customer Services is
asked to resolve the matter with the submitting agency. If Customer Services fails
to find a resolution, GPO is burdened with the debt and without an ability to
refuse additional FR work from the delinquent customer and no guarantee the
GPO will receive payment for additional work on behalf of its delinquent
customer.

Findings
The OIG found that, as of March 2004, there were approximately $542,000 in

outstanding receivables for FR work, and of that amount, $185,000 in billings
were for FR publishing not supported by an SF-1 from the publishing agency.

" Of the 35 agencies, 13 did not comply with the SF-1 requisition procedures and the remainder
did not comply with payment procedures.

* An open jacket is an accounting technique to collect costs to be billed to a customer.

*GPO BACs are a numbering scheme developed by GPO to direct an invoice to the proper
payment address, or indicate an alternative payment process (e.g., interagency transter of funds, or
a government credit card, etc.). Over time, this coding system has been difficult to maintain and
highly dependent on customer agency input for validation of the billing address.

* The OIG discussed this issue with the Director, OFR, and found no objection to requiring a
submitting agency to furnish a purchase order number at the time of submission in lieu of a BAC.
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Not all customer agencies have an SF-1 on file to cover the work requested
through the OFR, but all agencies are required to submit a GPO BAC with their
submissions to the OFR. The GPO has no validation process in place to ensure
that the BAC is current with the customer agency accounts payable function.”

The OIG found that the GPO CFO is diligently pursuing the amounts owed the
GPO, albeit expending a great deal of unnecessary effort on this endeavor. This
should not be the case, given the general sophistication of most Executive Branch
financial systems and accounts payable subsystems.

The OIG conducted an informal survey of some customer agencies’ departments
and found that, in some cases, the customer agency had difficulty recognizing the
SF-1 as an obligating document because the SF-1 lacks data necessary to
customer agencies’ financial systems. For example, the GPO purchase order
(Exhibit 1) contains such data as: ordering department, requisition number,
purchase order number, vendor name and address, billing instructions, internal
organizational cost code, and budgetary object class codes. All of this data is
important to the timely processing of a bill, and necessary for a complete accounts
payable transaction in the financial system. By contrast, an SF-1 (Exhibit 2) does
not require a purchase order number, billing instructions, internal organization
cost codes, or budgetary object class codes. Because it is not a purchase order, the
GPO has no assurance that funds are available at the time of receipt or will be
available at the time of billing.

The Executive Branch uses commitment accounting practices to ensure the
availability of funds at the point of requisition. The typical ordering process
requires a requisition for goods or services to be processed, funds set aside until a
purchase order is produced obligating the government, and a transaction 1s made
to set up the obligation in the financial records. The obligation remains until an
invoice is processed and an accounts payable transaction causes the agency to pay
the invoiced amount for the specific obligation associated with the purchase order.
The Executive Branch generally defers to a purchase order as the primary
document against which to apply an invoice for goods or services.

Some customer agencies have adequate controls to capture the SF-1 in their
financial systems while others do not. If a customer agency has not treated the SF-
1 as an obligating document, the agency has little ability to pay GPO’s invoice in
a timely fashion, if at all. Further, if agencies allow the SF-1 to circumvent their
procurement and budgetary control systems, it is possible that funds may not be
available at the time of the order, making payment to GPO unlikely, and placing
the submitting agency in violation of the Anti-deficiency Act’.

* Title 31 USC Sec. 1341, states in part *...an officer or employee of the United States
Government may not make or authorize an expenditure or obligation exceeding an amount
available in an appropriation or fund for the expenditure or obligation...™
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The OIG found that, as of March 2004, there were over $17 million in outstanding
Executive Branch accounts receivables. Of the $17 million, approximately $6.7
million (37.68%) were outstanding over a year, $1.6 million past due over six
months, and $1.3 million past due over ninety days, resulting in a total of $9.6
million in persistent past due accounts receivable. Much of the unpaid amounts
are likely the result of SF-1s reaching the GPO outside of the financial control
framework of the submitting customer agency.

Conclusion

The requisition and billing process for the printing of FR work for Executive
Branch agencies has significant problems contributing to delay or failure to
reimburse the GPO for work performed. The GPO should simplify its requisition
and billing process by more closely aligning its practices to that of the Executive
Branch. For example, GPO should require a purchase order for the intake of FR
work. The purchase order is the default document used by the Executive Branch
for obligating funds for a specific purchase of goods or services. Receipt of a
purchase order ensures that the submitting customer agency has conformed to the
financial control environment of their agency, and that funds have been made
available for the purchase. Additionally, GPO should explore the implementation
of a purchase order requirement for all print orders.

Recommendations

The CFO should develop a process for requiring purchase orders for all intake of
FR work.

Further, the CFO and the Managing Director of Customer Services should explore
requiring a purchase order for all work ordered from the GPO. An SF-1 would
serve as an attachment to the purchase order when needed to describe the
technical requirements of the order.’

The larger issue of past due accounts receivable will be referred to the Inspector
General’s Office of Audits (OA) for further work. The OA will initiate a series of
“recovery” audits within customer agencies to recover amounts owed to the GPO.
GPO management should partner with and assist the OA with the recovery audits.
When appropriate, the OIG will coordinate with and through the respective
customer agency Executive Branch Inspectors General’s Offices in the conduct of
the work.

°The Public Printer, as a member of the Administrative Committee of the FR, could propose a
procedural change in Executive Branch Agency submissions and formalize the requirement for a
purchase order to be on file with the GPO and the purchase order number furnished with the
agency submission to the OFR.
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Management Comments

The Managing Director of Customer Service and the Chief Financial Officer have
concurred with the recommendations of this report.

Additional information concerning this report can be directed to Kevin Kaporch
or Peter LaTora, Office of Administration and Inspections, on 202-512-0065.

MARC A. NICHOLS
Inspector General

By:
Ké&vin Kaporch
Deputy Assistant Inspector General
Administration and Inspections
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