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GAOs v + s s 1 o

GAO exists to support the Congress in meeting its constitutional
responsibilities and to help improve the performance and accountability
of the federal government for the benefit of the American people.

Core v A L V) E S

PABILITY describes the nature of GAO's work. GAO helps the Congtess oversee

federal programs and operations to ensure accountability to the American

people. GAQO's analysts, auditors, lawyers, economists, information
technology specialists, and other multidisciplinary professionals seck

to enhance the economy, efficiency, effectiveness, and credibility of the
federal government both in fact and in the eyes of the American people.
GAO accomplishes its mission through a variety of activities, including
financial audits, program reviews, investigations, legal support, and

program analyses.

NTEGRITY describes the high standards that GAO sets for itself in the conduct of its
work. GAO takes a professional, objective, fact-based, nonpartisan,
nonideological, fair, and balanced approach to all of its activities.
Integrity is the foundation of reputation, and GAO's approach to its
work ensures both.

ABILITY describes GAO's goal for how its work is viewed by the Congress and
the American public. GAO produces high-quality reports, testimony,
briefings, legal opinions, and other products and services that are timely,
accurate, useful, clear, and candid.



FROM THE COMPTROLLER GENERAL

SPRING 2001

1 am pleased to present the highlights of GAOs
performance and accountability report, which
combines our assessment of what we were able to
accomplish in fiscal year 2000 with our plans for
continued progress through fiscal year 2002.
Looking back at last year, I am proud to say that |

we served the Congress and the American people
well.

Our work resulted in a number of significant improve-
ments to government that will benefit all Americans.
Among other things, by acting on our recommenda-
tions, the government improved public health and
safety, strengthened national security, better protected
consumers, and improved its financial management
and information systems. We also contributed critical
information to public debates on Social Security and
Medicare reform and called attention to looming
problems such as the security of government computer
systems and the knowledge and skills needed in the
federal workforce in coming years. Taxpayers benefited

from the near-




FROM THE COMPTROLLER GENERAL

record $23 billion in savings identified through our work—a $61 return on every

dollar invested in GAO.

I am particularly pleased that we were able to achieve these results in the midst of
significant change within GAO. After completing our first strategic plan last year, we
realigned our organization to better meet our goals and objectives, and we began to
institute new ways of doing business. We also gained new legislative authorities that
will help us address our human capital requirements and help ensure that GAO

remains prepared to meet the Congress's needs in the future.

These needs are formidable. The nation’s leaders are faced with a range of complex,
controversial, and multidimensional issues that require a more strategic, long-range,
and integrated perspective than in the past. Looking toward fiscal year 2002, we believe
the work we plan to undertake and our efforts to become a model agency will help the

Congress address those challenges.

As we move ahead, we look forward to the continued support of the Congress and to
working even more closely with Members and their staffs. Their support—and the
dedication and commitment of our GAO team—are the driving forces behind our

continued success in serving the Congress and the American people.

QQM:V/W

DAVID M. WALKER
COMPTROLLER GENERAL
OF THE UNITED STATES
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As the investigative arm of the Congress, GAO evaluates

the economy, efficiency, and effectiveness of a widevange

of federal policies and programs. Primawily in rc;spo;i‘s»e”toﬁ' '
congressional requests and mandates—but also through
our own targeted research and development efforts—uwe
publish thousands of reports and other documents each
year and provide a number of related services to support
legislative oversight and improve government operations.
By making recommendations to improve government
programs and services, GAO contributes to more effective
federal spending. Our work also helps to raise the publics

trust and confidence in the federal government.

W EF NS



I NTRODUCTI ON

Consistent with the spirit of the Government Performance and Results
Act (GPRA) of 1993, GAO operates under a broad strategic plan, one
that currently covers fiscal years 2000 through 2005. To drive our work
toward the goals envisioned in the strategic plan, we developed detailed
strategic objective plans and report our results yearly to the Congress and
the public. In addition, we publish an annual performance plan to guide
our day-to-day efforts to meet our strategic goals and objectives. This year,
in response to the Congress's desire to have financial and performance
management information presented in a more cohesive format, we have

merged three documents into one:

» our performance report for fiscal year 2000,
» our accountability report for fiscal year 2000, and
» our performance plan for fiscal year 2002.

The combined, full-length report, available at www.gao.gov, represents
one more step in GAO’s efforts to lead by example. These highlights
present (1) our performance in fiscal year 2000, (2) a brief look ahead at
fiscal years 2001 and 2002, (3) the strategies we will employ and the
challenges we face in meeting our strategic goals, and (4) condensed
financial statements and the accompanying independent auditor’s report

for fiscal year 2000.
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PERPORMANCE

FISCAL YEAR 2000

In fiscal year 2000, GAO achieved more than $23
billion in financial benefits for the American taxpayer
and recorded more than 700 actions taken in response to
our recommendations to improve how the federal govern-
ment operates. We also completed a number of major
initiatives to improve the way GAQ itself operates,
among them, our first strategic plan for the 21st century.
Based on input from the Congress and supplemented by
our own expertise and other outreach efforts, the plan
established four strategic goals for our agency. Each of the
Sfour goals is supported by a set of strategic objectives that
guide GAO’s work, as the diagram on the next page

shows.



SERVING THE CONGRESS
GAQ’s STRATEGIC P1LAN FRAMEWORK

MissioN
GAO exists to support the Congress in meeting its Constitutional
responsibilities and to help improve the performance and accountability of
the federal government for the benefit of the American people.
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THEMES

Demographics Globalization Quality of Life Security Technology
Government Performance and Accountabilit

OBJECTIVES

Health care needs and
financing

Diffuse security threats Fiscal position of the Client relations
Military capabilities and government

readiness Government financing and
Advancement of U.S. accountability

interests Governmentwide

Global market forces management reforms

Economy, efficiency, and
effectiveness improvements
in federal agencies

Strategic and annual

Retirement income security planning

Social safety net Human capital

Education/workforce issues Core business and

Effective system of justice supporting processes

Information technology

Community investment )
services

Natural resources use and
environmental protection

Physical infrastructure

CORE VALUES

Accountability Integrity Reliability



Our performance for the year
exceeded all five of our annual
quantitative targets for financial

Charting Agencywide P E R F O R M A N C E

qualitative performance goals, we
expect to meet or exceed all 94 by
the end of fiscal year 2002.

benefits, other benefits, recom-
mendations implemented,
testimonies given, and new
recommendations made. Under a
separate management measure of
timeliness, we achieved a 96-
percent success rate for deliver-
ing our products on time but fell
short of our idealistic 100-
percent target. As for our 3-year

The chart below shows the trends in
our annual results since 1997 and
also provides 4-year rolling averages
that serve to show those trends
without the effects of one-time or
unusual circumstances and shifts in
congressional priorities and
workloads.

Annual Quantitative Performance Measures, Fiscal Years 1997-2000

1997 1998 1999 2000
Type Measure Actual Actual Actual Target Actual
Outcome Financial benefits (billions)
Annual $22.0 $232
4-year average $20.7  $21.0
Other benefits
Annual 620 788

4-year average

Recommendations implem
4-year implementation rate

Testimonies
Annual

Intermediate
outcome

4-year average

Recommendations made

Annual

4-year average
Annual Management Measure, Fiscal Years 1997-2000
Management Timeliness '
Annual
4-year average
3-Year Qualitative Performance Goals, Fiscal Years 2000-2002
Qualitative measure  Expect to meet i

or exceed
100% ] 0%

Note: The full report provides details about the data in this table.

950
928

100%

Not started

Performance goals: 94




GA O’S PERFORMANTCE

$23.2 Billion in Direct Financial Benefits Were Realized. These results

exceeded our target of $22 billion and were up from the previous year’s
results of $20.1 billion.

W Financial 8 & N E P 1 T s

25 Dollars in billions

r L5019
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We achieve our financial benefits when our recommendations are imple-
mented to make government services more efficient, to improve the
budgeting and spending of tax dollars, and to strengthen the management
of federal resources. Estimated financial benefits include budget reduc-
tions, costs avoided, resources reallocated, and revenue enhancements.
Because it takes time for agencies to implement GAO’s recommendations
and document savings, the financial benefits we report in a given year

may be based on work we performed in the current or previous years.
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SREUDAND ABUSE
VIEDICARE

ocated
specifically for
nt fraud and
e program.
the Con gress passed

th Insurance Portability

SIS

RCR ‘\Mr\ \

series of reports beginning

he mid-1990s, GAO

oned v‘arious aspects of

e Air Force’s F-22 aircraft

uisition pﬁ‘m.We

rted that the acquisition

Mégy was risky and that the

P as experiencing cost

, growth,manufactﬁﬁng problems
with test aircraft, §E1d testing

several sources in the Depart-
ment of Housing and Urban
Development’s budget, including
,4nexpended balances no longer
‘needed, that could be recap-
tured in fiscal years 1998 and
999 | ;1gress rescinded
llion from the Section 8
program’s fiscal year
98 budget authority and
’ : _ded

1
.

and Accountability Act, which
provided the additional funding.
As a result of these activities,
the Medicare program’s net
savings were about $3 billion in
fiscal year 2000.

delays. Our analysis helped the
Congress reduce the final fiscal
year 2000 appropriation request
for the F-22 by about $552
million and to identify condi-
tions that should be met before
the Department of Defense
could begin full production.

GAQO identified funding from

$1.3 billion of HUD?s fiscal year
1999 request for housing
assistance for a total reduction
of $2.95 billion. Subsequently,
GAO and HUD worked
together to revise HUD’s
analysis to show that, by using
recaptured funds, HUD had
sufficient funding to meet its
needs.



GAO’S PERFORMANCE

788 Actions Were Taken to Improve Government Operations or Services.

Our results exceeded our target of 620 actions taken and were up from

the previous year’s total of 607 actions taken.

WNNS )there E N E F 1T s
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600
400

200

1997 1998 1999
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These benefits represent improved government operations and services.
We measure these benefits by tabulating the number of cases in which our
recommendations have prompted federal agencies or the Congress to take
action. The 788 actions reported for fiscal year 2000 include measures to
improve public safety and consumer protection, to establish more effective
and efficient government operations, and to safeguard the nation’s physi-

cal and information infrastructure.



ancing Administra-
eral states—
aryland, and

d their oversight
nursmg homes’

(3 ‘dards in response
endations highlight-
ting processes.
fﬁduded increased
rsing home surveyors,

more prompt investigation of
complaints alleging serious harm to
residents, more immediate enforce-
ment actions for homes with repeated
serious problems, a reorganization of
HCFA'’s regional staff to improve
consistency in oversight, and increased
funding for administrative law judges to
reduce the backlog of appealed
enforcement actions.

Our work on human capital issues

Improving :
[ [UMAN : cu§ t}% attention of the
( > a“ leglslatlve branches on

spixr the administration to make
man capital a priority management

objective in the fiscal year 2001 budget
sub

‘human capital self-assessment is being

ission, and our framework for

used a

other agencies, including the
Add'mnlstratlon the Small
A’é{mlnlsératlon the National

critical informatiWy'stems at federal
agencies and recommended numerous
improvements, most recently at three
Treasury agencies, the Department of
Energy, tﬁ?Department of Veterans
Affairs, and the Environmental Protec-
tion Agency. In September 2000, GAO

issued a governmentwide perspective

orif’eieﬂinformation security that

Aeronautics and Space Administration,
and the Environmental Protection
Agency. The framework is also used
throughout GAO to help guide our
research and development work and our
congressionally driven examinations of
how well agencies are pursuing strategic
human capital management.

GAO has evaluated the security of

covered Inspector General and GAO
audit findings reported since July 1999.
We concluded that weak security
continues to be a widespread problem
that places critical and sensitive federal
operations at risk of tampering,

disruption, and inappropriate disclo-

sure.



GAO’S PERFORMANTCE

78 Percent of the Recommendations We Made 4 Years Ago Were
Implemented. Our results exceeded our target of 73 percent and were

up from the previous year’s rate of 70 percent.

We measure our progress in improving the government’s accountability,
operations, and services by tracking the percentage of recommendations
we made 4 years ago that have since been implemented. For example, 78
percent of the recommendations we made in fiscal year 1996 had been
implemented by the end of fiscal year 2000. We use a 4-year interval
because our historical data show that agencies often need this time to take
action on our recommendations. Implemented recommendations correct
the underlying causes of problems, weaknesses in internal controls, fail-
ures to comply with laws or regulations, or other matters impeding effec-

tive and efficient performance.



263 Testimonies Were Given Before the Congress. Our results exceeded our
target of 230 and were up from the previous year’s total of 229 testimo-

nies.

I 7 estimonies
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Because one of GAO’s primary functions is to support the Congress in
carrying out its decision-making and oversight responsibilities, the num-
ber of times our experts testify before congressional panels each year is an
indicator of our responsiveness and the impact, importance, and value of
our work. In fiscal year 2000, GAO witnesses testified before 104 differ-
ent congressional committees and subcommittees on a broad range of
topics, including arms control, health care, Social Security, human capital,
nuclear waste cleanup, wildfires, aviation safety and security, international
trade, computer security, financial management reform, and budget

i1ssues.



GA O’S PERFORMANTCE

1,224 Recommendations Were Made During the Year. Our results exceeded
our target of 950 recommendations and were up from the previous

year’s total of 940.

Our investigations and analyses can lead to improved government perfor-
mance when we make recommendations to federal agencies. We
recommend specific actions to improve the economy, efficiency, and
effectiveness of federal operations and aim to effect significant financial
and other benefits to taxpayers. We therefore track the number of recom-

mendations contained in the products we issue each year.

96 Percent of Our Products Were Delivered on Time. While our results fell
short of our idealistic target of 100-percent on-time delivery, we deliv-

ered the vast majority of our products on time.

In addition to the five performance measures already discussed, we moni-
tor timeliness through a management measure. For our work to be useful,
our congressional clients must have it on a timely basis. Therefore, we
compare actual product delivery dates with the dates we agreed to with
our clients. We set an idealistic target of 100 percent to emphasize the

importance we place on being responsive to our clients. Although we did



not meet this target—and we believe it will remain a challenge because of
our increasing workload and external factors beyond our control—we will
continue to emphasize timeliness. Fully implementing our new matrix

and risk management strategies should help improve our on-time delivery.

100 Percent of Our Qualitative Performance Goals Are on Track. As of the
end of fiscal year 2000, we expected to meet or exceed all 94 of our
3-year performance goals, although progress toward some had been
slowed because we did not receive all the resources we requested. We

will evaluate our success at the end of fiscal year 2002.

These 94 qualitative performance goals lay out the key efforts and poten-
tial outcomes we hope to achieve for each of our strategic objectives. Our
performance on these goals will meet expectations when we provide
information or make recommendations on the key efforts when viewed
collectively. Our performance will exceed expectations when we provide
information or make recommendations that congressional decisionmakers
and others use toward achieving the potential outcomes. Our perfor-

mance goals are listed in the full-length version of this report.
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STRATEGIC

GOAL 1

)

Congressional
Testimonies

Issues we testified on
included:

Air traffic control

Airline competitiveness
Amtrak’s financial condition
Gun control

Health care
Homelessness

Housing programs
Intercity passenger rail
Long-term care insurance
Medicare

Nuclear waste cleanup
Nursing homes
Prescription drug benefits
Social Security

Truck safety

Welfare reform

Wildfire dangers

Worker protection

Provide Timely, Quality Service to the Congress and the
Federal Government to Address Current and Emerging
Challenges to the Well-Being and Financial Security of the
American People

Strategic Objectives |
S The health care needs of an aging and diverse population

S A secure retirement for older Americans

Y The social safety net for Americans in need

Y An educated citizenry and a productive workforce

Y An effective system of justice

S Investment in communities and economic development

S Responsible stewardship of natural resources and the environment

S A safe and efficient national physical infrastructure

Selected Accomplishments
Analyzing Social Security Reform
GAO produced a major body of work analyzing the challenges facing
the long-term financial solvency, stability, and sustainability of the
Social Security program, including developing and applying criteria
for evaluating reform proposals. Our criteria provide a clear,
consistent, and objective analytical framework that the Congress,
program officials, and the public can use in evaluating legislative

reforms.

Improving Airline Competition

Our congressionally requested work on airline competition paid off,
with the Congress passing legislation that addressed critical barriers to
increased competition. Our work showed that limitations on the
numbers of arrivals and departures (called slot controls) inhibit the
ability of some airlines to serve new markets. The new law encourages
more vigorous competition by phasing out slot controls at three major
airports, increases slots for new-entrant airlines, increases slots for
airlines with limited access, and requires that DOT grant additional
slots to airlines that increase regional jet service to small-hub airports.
Several of those smaller cities now receive improved service from
airlines operating regional jets.

Maximizing the Uranium Enrichment Program

Acting on a GAO recommendation, the Congress required the
Department of Energy to recover from commercial customers an
appropriate share of the expected costs for work involving the
decontamination and decommissioning of the Department’s uranium
enrichment plants. More than $731 million in additional collections
resulted.
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STRATEGIC

GOAL

Congressonal
Testimonies

Issues we testified on
included:

AIDS crisis in Africa

Anthrax vaccine immunization
Arms control

Aviation security

Bosnia

Chemical and biological defense

Colombian drugs

Combating terrorism

Ciritical infrastructure

Defense acquisitions

Drug control

Export controls

| Love You virus

International child abductions

Micronesia

Military personnel

Peacekeeping operations

Trade with European Union

United Nations management
reforms

Weapons of mass destruction

World Trade Organization

Provide Timely, Quality Service to the Congress and the
Federal Government to Respond to Changing Security
Threats and the Challenges of Global Interdependence

-
Strategic Objectives

S Responding to diffuse threats to national and global security

S Ensuring military capabilities and readiness

S Advancing and protecting U.S. international interests

S Responding to the impact of global market forces on U.S. economic

and security interests

Selected Accomplishments
Revamping Navy’s In-Transit Inventory
At the request of several Members of Congress, GAO examined how
the Navy reconciled its in-transit inventory records and found that the
Navy had lost accountability over $3 billion in inventory. In response,
the Navy established a task force that, for fiscal years 1999 and 2000,
resolved errors valued at about $802 million. Had this reconciliation
not occurred, the Navy could have bought additional inventory not
knowing that it already had the items in stock.

Stabilizing the Balkans

Despite the presence of two large NATO-led forces, the Balkans
remain volatile. GAO’s work has shown that the international
operations in Bosnia and Kosovo face severe obstacles to achieving
enduring peace and stability. Most local leaders and members of their
respective ethnic groups have not embraced the political and social
reconciliation needed to build multiethnic, democratic societies. Our
work has also shown that the international community has not
provided the resources that the United Nations mission in Kosovo
says it needs. If progress is not made in these matters, violence may
escalate or armed conflict may result.

Evaluating Trade Agreements

GAO identified procedural and structural problems in the
government’s monitoring and enforcement of its trade agreements.
We found inconsistencies and weaknesses in trade archiving practices
that prevented the government from determining the number of
agreements it is party to. We also identified human capital and other
capacity weaknesses that limited key agencies’ trade monitoring and
enforcement abilities. In response, the key agencies improved the
accuracy and utility of their trade archives and are enhancing efforts
to achieve compliance with trade agreement provisions, to improve
coordination and teamwork in monitoring and enforcement activities
across the government, and to update mechanisms for obtaining
private sector input on trade policy.

18
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Congressonal
Testimonies
Among the issues we
testified on:

Budget issues

Computer security

District of Columbia reforms
Electronic government

Federal management
challenges

Financial management reform
Government facility security

Government in the 21st
century

Government program
oversight

GPRA congressional oversight

Human capital

Managing in the new millen-
nium

Money laundering

Security breaches at federal
agencies

U.S. government financial
statement audit

Y2K leadership and
partnership

Support the Transition to a More Results-Oriented and
Accountable Federal Government

S Analyzing the federal governments long-term and near-term fiscal

Strategic Objectives

position, outlook, and options
Y Strengthening approaches for financing the government and
determining accountability for the use of taxpayer dollars
Y Facilitating governmentwide management and institutional reforms
needed to build and sustain high-performing organizations and
more effective government
Y Recommending economy, efficiency, and effectiveness improvements
in federal agency programs
Selected Accomplishments |
Improving SBA’s Disaster Loan Program Estimates
In reviewing information the Small Business Administration developed
and used to prepare its financial statements for fiscal years 1997 and
1998, GAO identified errors in the method SBA used to estimate the
cost of the Disaster Loan Program. In response, SBA developed a new
approach to estimate its program’s costs using actual historical data,
which decreased the estimated cost of the loan program. During fiscal
years 1999 and 2000, about $609 million in benefits resulted.

Informing Congressional Deliberations on Tax Policy

The nation’s evolving economy and the size and complexity of the
current IRS Code raise policy issues for the Congress. For example, the
rapid development of electronic commerce has fueled debate about
whether online transactions should be taxed. During the debate over
whether to modify states’ authority to require out-of-state retailers,
including Internet retailers, to collect taxes due on their sales, GAO
provided the Congress with a unique perspective on the potential
revenue losses to state and local governments. In addition, our prior
work on better targeting the Earned Income Credit continued to
generate substantial savings of over $600 million.

Implementing the Government Performance and Results Act

GAO assisted the Congress and executive branch agencies with the
difficult cultural changes needed to create high-performing agencies. As
part of this work, we assessed agencies’ efforts under GPRA and made
specific recommendations on how the Congress and the executive
branch could work together to ensure that results-oriented processes are
useful to and used by decisionmakers. We also worked with the
Congress to ensure that agencies resolve management problems that
undercut or undermine programs. Our work for the Senate on the key
attributes of high-performing organizations is being used as a basis for
oversight and decision-making.

19



* STRATEGIC Maxz'm'l’ze 'the Value of GAO by Being a Model

Organization for the Federal Government

GO[ & L 4 Strategic Objectives - .

Y Cultivate and foster effective congressional and agency relations

Y Implement a model strategic and annual planning and reporting
process

S Align human capital policies and practices to support GAO’s mission

Y Develop efficient and responsive business processes

Y Build an integrated and reliable information technology

infrastructure

Selected Accomplishments |
Managing Strategically With Accountability
GAO developed its first strategic plan for the 21st century, based on
I Other actions in fiscal input from the Congress and supplemented by GAO’s expertise and
year 2000 included: other outreach efforts. We subsequently developed our performance
plan for fiscal year 2001 to directly link our strategic goals with what
» realigning our operations to managers and staff do day to day. Also in fiscal year 2000, GAO

better support the Congress, issued its first accountability report to the Congress, documenting our
eliminate a layer of manage-  performance and accountability during fiscal year 1999.
ment, reduce the number of
internal “silos” and field Improving Service to the Congress
offices, and better align In fiscal year 2000, GAO piloted congressional protocols to guide our
resources with our strategic interactions with the Congress and to ensure our accountability. The
plan; final protocols have since been issued and reflect refinements made in
response to feedback from Members of the Congress and their staffs.
% continuing to improve our The protocols will allow us to better serve the Congress, improve
information technology and satisfaction with our work, and ensure equitable treatment for all
knowledge-sharing congressional requesters.
applications; and
Managing Human Capital
* organizing a global working Because of our work with key congressional committees during fiscal
group of 14 nations’ chief year 2000, the Congress passed the GAO Personnel Flexibility Act,
accountability officers who which provides the Comptroller General with the authority to better
met for the first time to position our workforce for the future. Separately, we completed our
discuss emerging issues. first human capital self-assessment and a computerized knowledge

and skills inventory, significantly increased our recruiting and college
relations efforts, and enhanced training opportunities. We also
established an employee advisory council and an employee suggestion
program.

20




LOOKING AHEAD

FISCAL YEARS 2001 AND 2002 1|/ “1{1i/

In fiscal year 2001, our work will continue to focus

on the major issues facing the Congress, inc[udz;ngv: A
Social Security solvency, education, economic develop-
ment, Medicare reform, national security, interna-
tional affairs, and government management reforms

and computer security. Our teams are in the field,
gathering facts, providing analyses, and developing
recommendations to assist congressional

decisionmakers.

21



L O O K 1 N G A H EAD

Annual Quantitative PerformanceTargets, Fiscal Years 2001-2002
Type Measure 2001 2002
Outcome Financial benefits (billion:

Annual

4-year average
Other benefits
Annual

4-year average
Recommendations imple
4-year implementation rate

Intermediate Testimonies
outcome Annual
4-year average 1
Recommendations made
Annual !
4-year average E
Annual Management Target, Fiscal Years 2001-2002
Management Timeliness 1
Annual
4-year average

Note: We reset our originally published fiscal year 2001 targets for other benefits and testimonies.
The full-length report discusses these revisions.

Another top priority in fiscal year 2001 will be working with leaders on
the Hill to help the Congress strengthen its approach to oversight, with an
emphasis on looking hard at what government does, how it does it, and
the long-term consequences of today’s policy choices. GAO’s 2001 Perfor-
mance and Accountability Series and High-Risk Update will serve as a solid
foundation for congressional oversight. We also have several key initiatives

in progress to improve how we serve the Congress, among them:

22



» an expanded client feedback system;
* protocols governing our dealings with federal agencies; and

new high-level advisory bodies to gain the expertise of business
leaders, former Cabinet officials, and other experts and to open new
avenues for sharing our own expertise with other accountability

organizations.

We are also preparing to carry out two new responsibilities assigned by the
previous Congress. We will chair a panel to review the government’s A-76
process for obtaining services through competitive sourcing. If the needed
funding is provided, we will also review the costs and benefits of major
regulations under the Truth in Regulating Act (PL. 106-312, Oct. 17,
2000).

To continue our efforts to support the Congress and maintain current
operations, we have requested a budget for fiscal year 2002 of about
$430.3 million. This funding level will allow us to fully staft at our autho-

rized total level of 3,275 full-time equivalent personnel. We will increase
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our emphasis on areas of congressional and public interest and, internally,
will continue initiatives addressing our two major management chal-
lenges: human capital and information technology. Our request includes

$5.2 million to carry out responsibilities created by the Truth in Regulat-

ing Act.
GAQ'Ss PROPOSED BUDGET 200
BY STRATEGIC GOAL AV V)4

Dollars in

thousands
Provide timely, quality service to the Congr: $100,737
and the federal government to address cur:
and emerging challenges to the well-being a
financial security of the American people

Goal 2 Provide timely, quality service to the Congi 78,936
- and the federal government to respond to
changing security threats and the challenges
global interdependence

Goal 3 Support the transition to a more results- 112,814
oriented and accountable federal governme

Maximize the value of GAO by being a mod 137,808
organization for the federal government

$430,295
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STRATEGIES AND CHALLENGES SO

OUR GOALS ST

The Government Performance and Results Act dzrect&
agencies to articulate not just goals, but also stmteéiesjfb-r f
achieving their goals. The strategies emphasize the need.

to work with other organizations on crosscutting issues
and to mitigate internal and external factors that could
impair performance. For GAO, achieving our strategic
goals and objectives rests, for the most part, on providing
professional, objective, fact-based, nonpartisan,
nonideological, fair, and balanced information. We

support the Congress in a variety of ways:
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STRATEGIES AND CHALLENGES

evaluations of federal policies and the performance of agencies;
oversight of government operations through financial and other
management audits to determine whether public funds are spent
efficiently, effectively, and in accordance with applicable laws;
investigations to assess whether illegal or improper activities are
occurring;

analyses of the financing for government activities;

various engagements in which we consult proactively with agencies,
when appropriate, to help guide their efforts toward positive results;
legal opinions to determine whether agencies are in compliance with
applicable laws and regulations;

policy analyses to assess needed actions and the implications of
proposed actions; and

additional assistance to the Congress in support of its oversight and

decision-making responsibilities.

As part of these strategies, we are coordinating with the wider accountabil-

ity community, both domestically and internationally, and are confront-

ing challenges inside GAO and in the environment in which we and the

Congress operate.
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Coordination to Address Crosscutting1 s s U E s

Although GAO is unique in the scope of its activities to support the
Congress and to improve the performance and accountability of govern-
ment, it shares similar visions and values with other members of the
accountability community. To coordinate more effectively with these
organizations on crosscutting domestic and international issues, we

conduct four types of activities:

Y In consultation with other accountability organizations, we update
government auditing standards to address emerging issues; partici-
pate in the development of federal accounting and financial manage-
ment systems standards; and, as required by the law, issue and update
standards for internal controls in the federal government. For ex-
ample, GAO and the President’s Council on Integrity and Efficiency
will soon issue a jointly developed manual on performing federal

financial statement audits.
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STRATEGIES AND CHALLENGES

» We develop and promote best

practices to build and sustain
high-performing organizations
throughout the government. For
example, federal agencies are
using an executive guide we
developed to maximize the
success of their chief information
officers, positions created by the
Congress to promote the efficient
design and operation of all major
information resources for execu-

tive branch agencies.

» We leverage our resources

and services by working with
accountability organizations at
every level, local to international;
our sister congressional agencies;
and executive branch agencies.

For example, the Federal Aviation
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Accountability Community
Organizations we work with
include:

Association of Government
Accountants

Chief Financial Officers Council

Chief Information Officers Council

Congressional Budget Office

Congressional Research Service

Domestic Working Group

Executive Council on Integrity and
Efficiency

Federal Accounting Standards
Advisory Board

Financial Accounting Standards
Board

Global Working Group

“ Government Accounting Standards

Board

Inspectors General

Intergovernmental Audit Forum

*International Auditor Fellowship

Program

International Organization of
Supreme Audit Institutions

Joint Financial Management
Improvement Program

» Office of Management and Budget

President’s Council on Integrity and

Efficiency

Private Sector Council

: State and Local Auditors



Administration (FAA) is presenting the training we developed at its
request to prepare safety inspectors to conduct effective internal
audits. In return, FAA has loaned us one of its training platforms to
help our analysts gain a fuller understanding of the air traffic control

system, new navigational systems, and other topics.

We help convene and participate in forums, boards, and councils to
share knowledge with other government audit organizations, includ-
ing international congresses and a new informal domestic working
group launched by the Comptroller General in March 2001 that
includes federal inspectors general and state and local auditors. We
also coordinate with the Chief Financial Officers Council to address
crosscutting accounting, financial systems, internal control, and
financial reporting issues and with the Chief Information Officers

Council to address governmentwide information technology issues.
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STRATEGIES AND CHALLENGES

Major Management Challenges—Internal Factors
THAT COULD AFFECT OUR PERFORMANCE

Like any organization, GAO faces major management challenges in
accomplishing our strategic goals and objectives. With most of our re-
sources devoted to staff salary and benefits, the area of human capital
presents a major challenge. A significant percentage of our workforce is
nearing retirement age while marketplace, demographic, economic, and
technological changes indicate that competition for skilled workers will be
greater in the future. With our agency realigned to facilitate our work for
the Congress and new legislative authority in hand to manage our
workforce more effectively, we are pursuing several initiatives to
strengthen our human capital. For example, we are recruiting diverse,
high-caliber staff with the skills and abilities we need to achieve our
strategic goals and objectives. We will be putting into place a competency-
based performance appraisal system and using the results of our staff
knowledge and skills inventory to help us in workforce planning. We have
also reestablished and are expanding training opportunities for our staff—

from the senior executives to the new hires.
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Another major management challenge is building an integrated and
reliable information technology (IT) infrastructure that supports the
achievement of our goals. We are conducting a comprehensive review to
identify opportunities to increase our efficiency, effectiveness, and produc-
tivity. We are mapping our business processes to our I'T architecture and
will link future I'T investments to our business goals. We plan to continue
initiatives to increase our employees’ productivity, maximize the use of
technology, and enhance the Web-based knowledge-sharing applications

on the desktop. We must also increase the security of our network.

ExternﬂlFﬂctorsTHAT COULD AFFECT OUR PERFORMANCE

A number of external factors could affect our ability to meet our goals and
objectives. Among them are emerging national issues, international
developments, and the resources we receive. For instance, during fiscal
year 2001, both a new Congress and a new administration are beginning
work. The many new committee chairs in the House, a 50/50 split in the
Senate, and the extended transition in progress may affect our planned

work. The priorities set under the previous Congress may change, new
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STRATEGIES AND CHALLENGES

issues may emerge, and the number of requests we receive for testimony

and other work may be lower than expected.

At the international level, to protect the safety of GAO employees, we
may have to restrict the scope of work on certain issues. Moreover, be-
cause we do not have audit authority with respect to foreign government
entities, our ability to conduct thorough analyses of some issues is affected
by the level of openness and voluntary cooperation we can obtain. In
addition, while we continue to make progress toward our strategic goals,
achieving them will depend on having sufficient budgetary resources
available, particularly for technology and process improvements that

support our goal to serve as a model agency.

Although these external factors are beyond our control, we will continue
to work closely with our congressional clients, to monitor domestic and
international events, and to maintain broad-based staff expertise so that

we can quickly adapt to meet emerging needs.
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FINANCIAL STAT MENT
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Condensed financial statements for GAO ﬂppmj’ agithe L L L
end of these highlights. Our detailed statemen;,uﬂb——,z A
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their accompanying notes appear in the full-length
version of this report. Our financial statements for.the
fiscal year that ended September 30, 2000, were audited
by an independent auditor, Clifton Gunderson LLP
The independent auditor rendered an unqualified opin-
ion on GAOS financial statements and an unqualified
opinion on the effectiveness of GAOS internal controls
over financial reporting and compliance with laws and
regulations. In addition, the independent auditor found
no reportable instances of noncompliance with selected
provisions of laws and regulations. In the opinion of the
independent auditor, the financial statements are pre-
sented fairly in all material respects and in conformity

with generally accepted accounting principles.
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CONDENSED FINANCIAL STATEMENTS

Financial Systems and Internalc o N T R O L s

GAO recognizes the importance of strong financial systems and internal
controls to ensure our accountability, integrity, and reliability. To achieve a
high level of quality, management maintains a quality control program
and seeks advice and evaluation from both internal and external sources.
Specifically, through internal and peer reviews, GAO obtains reasonable
assurances that our audit and evaluation work conforms to all applicable
professional requirements, including generally accepted government
auditing standards. Additionally, GAO’s Inspector General conducts
audits and investigations, and an Audit Advisory Committee assists the
Comptroller General in overseeing the effectiveness of our financial
reporting and audit processes, internal controls, and processes to ensure

compliance with laws and regulations.

GAO is committed to fulfilling the internal control objectives of 31
U.S.C. 3512, formerly the Federal Managers’ Financial Integrity Act, and
the objectives of the Federal Financial Management Improvement Act

(FFMIA) of 1996. We assessed our internal controls as of September 30,
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2000, and we believe we had effective controls in place as of that date. In
addition, on the basis of assessments of our financial systems, we believe
GAO has implemented and maintained financial systems that comply
substantially with the objectives of FFMIA for the fiscal year that ended
September 30, 2000.
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FINANCIAL STATEMENTS
UNITED STATES (GENERAL ACCOUNTING OFFICE

CONDENSED BALANCE SHEET
As of September 30, 2000 and 1999

Dollars in Thousands

Assets
Intragovernmental funds with the U.S.Treasu $55,115 $53,343
Property and equipment, net ) 74,863 62,617
Other assets l 856 1,604
Total Assets 1 $130,834 $117,564
Liabilities
Accounts payable and payroll $32,143 $31,812
Accrued annual leave 27,573 26,334
Workers’ compensation and retirement ) 12,562 12,642
Capital leases ) 7,730 6,671
Deferred lease revenue ; 8,550 —
Total Liabilities 88,558 77,459

Net Position )
Unexpended appropriations $23,515 $22,777
Cumulative results of operations ‘ 18,761 17,328

Total net position , 42,276 40,105

Total Liabilities and Net Position { $130,834 $117,564
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FINANCIAL STATEMENTS
UNITED STATES (GENERAL ACCOUNTING OFFICE

CONDENSED STATEMENT OF NET COST
For Fiscal Years Ended September 30,2000 and 1999

Dollars in Thousands
Net Costs by Program Area

National Defense, Security and International
Relations, and Other Related Issues $87,094 $84,942

Financial Audits, Systems, Information Management
and Technology Issues | 83,159 83,620

Energy, Agriculture, Environment, Housing,
Transportation, and Natural Resources Issues ) 75,927 73,815

Justice, Tax Policy, Financial Institutions, and ;
General Management Issues ) 63,750 57,712

Education and Employment, Health Care |
and Income Security Issues ; 58,989 55,115

Legal Services 26,017 24,461
Special Investigations and Investigative Support ‘ 6,275 6,288

Senior management and staff ] 3,627 4,778

Less reimbursable services not attributable to progr: (712) (456)

Net Cost of Operations : $404,126 $390,275
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FINANCIAL STATEMENTS
UNITED STATES (GENERAL ACCOUNTING OFFICE

CONDENSED STATEMENT OF CHANGES IN NET POSITION
For Fiscal Years Ended September 30,2000 and 1999

Dollars in Thousands 2000 1999

Net Cost of Operations ! $404,126 $390,275

Financing Sources (other than reimbursable servi

Appropriations used i 376,640 365,009
Employees benefit costs imputed to GAO 19,009 19,839
Other ] (53) (1,176)

Total Financing Sources “ 395,596 383,672
Net Results of Operations ~ (8,530) (6,603)
Net Increase (Decrease) in Unexpended Appropri 738 (10,003)
Change in Net Position 1 (7,792) (16,606)
Net Position - Beginning of Fiscal Year i 40,105 56,711

Reinstatement of the GAO Building and Land as 2
Heritage Asset 9,963

Net Position - End of Fiscal Year : $42,276 $40,105
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FINANCIAL STATEMENTS
UNITED STATES GENERAL ACCOUNTING OFFICE

CONDENSED STATEMENT OF BUDGETARY RESOURCES
For Fiscal Years Ended September 30,2000 and 1999

Dollars in Thousands

Budgetary Resources Made Available ]
Current year appropriations and transfers i $377,686 $355,268

Unobligated appropriations, beginning of fiscal 4,477 2,166

Reimbursements ] 8,490 11,161
Total Budgetary Resources Made Available $390,653 $368,595
Status of Budgetary Resources i

Obligations incurred $386,081 $363,856

Unobligated appropriations, end of fiscal year 4,264 4,477

Lapsed budget authority 4 308 262
Total Status of Budgetary Resources ] $390,653 $368,595
Outlays ]

Obligations incurred $386,081 $363,856

Less: Reimbursements (8,490)

Obligated balance, net - beginning of fiscal year 48,866

Less: Obligated balance, net - end of fiscal year (50,851)
Total Outlays i $375,606 $359,461
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FINANCIAL STATEMENTS
UNITED STATES (GENERAL ACCOUNTING OFFICE

CONDENSED STATEMENT OF FINANCING
For Fiscal Years Ended September 30,2000 and 1999

Dollars in Thousands

Obligations and Nonbudgetary Resources

Obligations incurred : $386,081 $363,856
Less: Reimbursements 1 (8,490) (r,réer)
Employee benefit costs imputed to GAO : 19,009 19,839
Other (53) (1,176)
Total obligations as adjusted, and

nonbudgetary resources 396,547 371,358

Resources That Do Not Fund Net Cost of O
Net (increase) decrease in unliquidated obligat 951) 12,314
Costs capitalized on the balance sheet 1 (9,204) (8,425)
Expenses to be funded by future appropriation: 1,159 215
Total resources that do not fund net cost (8,996) 4,104

Costs That Do Not Require Resources
Depreciation 4 16,575 14,813

Net Cost of Operations ] $404,126 $390,275
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When Relationships Count™

‘m gunderson LLP

Certified Public Accountants & Consultants

Independent Auditor’s Report

We have audited the balance sheet of the General Accounting Office (GAO) as of September 30, 2000
and 1999, and the related statements of net costs, changes in net position, budgetary resources, and
financing for the years then ended. In our report dated December 15, 2000, we expressed an
unqualified opinion on those financial statements. We performed our audits in accordance with U. S.
generally accepted auditing standards; Government Auditing Standards issued by the Comptroller
General of the United States; and Office of Management and Budget’s (OMB) Bulletin 01-02, Audit
Requirements for Federal Financial Statements.

In our opinion, the information set forth in the accompanying condensed financial statements is fairly
stated, in all material respects, in relation to the financial statements from which it has been derived.

Our report also included our opinion that GAO maintained effective internal control over financial
reporting (including the safeguarding of assets) and compliance with laws and regulations as of
September 30, 2000. We did not evaluate all internal controls relevant to operating objectives. In
addition, because of inherent limitations in internal control, misstatements due to error or fraud,
losses, or noncompliance may occur and not be detected. We also caution that projecting our
evaluation to future periods is subject to the risk that controls may become inadequate because of
changes in condition or that the degree of compliance with controls may deteriorate.

We also reported that we found no reportable noncompliance with laws and regulations tested and
that GAO’s financial management systems substantially complied with the requirements of the
Federal Financial Management Improvement Act of 1996 (FFMIA). However, the objective of our
audit was not to provide an opinion on overall compliance with laws and regulations, and we do not
express such an opinion. We did not test compliance with all laws and regulations applicable to GAO.
We limited our tests of compliance to those laws and regulations required by OMB audit guidance that
we deemed applicable to the financial statements for the fiscal year ended September 30, 2000. We
caution that noncompliance may occur and not be detected by these tests and that such testing may
not be sufficient for other purposes. Our conclusion on compliance with laws and regulations is
intended for Congress and GAQO’s management and should not be used by anyone other than these
specified parties.

%WALA

Calverton, Maryland
December 15, 2000

Centerpark I

4041 Powder Mill Road, Suite 410

Calverton, Maryland 20705-3106

tel: 301-931-2050 i

fax: 301-931-1710 HLB
www.cliftoncpa.com Offices in 13 states and Washington, DC International
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This full-length version of this report is available
through our Web site, www.gao.gov.

GAO's other strategic planning, performance, and
accountability documents are also available through
the site, along with our reports and testimonies on
the economy, efficiency, and effectiveness of federal

operations and services.

Strategic Plan, 2000-2005

Strategic Objective Plans

Health Care Needs and Financing
Retirement Income Security

Social Safety Net

Education/Workforce Issues

Effective System of Justice

Community Investment

Natural Resources Use and Environmental Protection
Physical Infrastructure

Diffuse Security Threats

Military Capabilities and Readiness
Advancement of U.S. Interests

Global Market Forces

Fiscal Position of the Government
Government Financing and Accountability
Governmentwide Management Reforms
Economy, Efficiency, and Effectiveness
Improvements in Federal Agencies

Masximize the Value of GAO
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