UNI TED STATES GOVERNVENT
MEMORANDUM

DATE: January 9, 1997

REPLY TO
ATTN OF: Inspector Ceneral

SUBJECT: Audit Report No. 97-1
TO Chai r man

At the request of the Advisory Committee on Advanced Tel evi sion
Services (the Conmittee), the Ofice of Inspector Ceneral (AOQ
conducted a close out audit of the Commttee's checking account
mai nt ai ned at Crestar Bank. The audit identified that the
account was formally closed on Novenber 15, 1996. Since the |ast
audit perfornmed by this OG (O G Report No. 95-2 dated Decenber
19, 1994), all deposits to the account and di shursenents were
identified as appropriate and supportabl e by adequate
docunent ati on

BACKGROUND

The Conm ttee was enpanel ed by the Federal Conmunications

Comm ssion (FCC) on Cctober 1, 1987, to devel op recommended
"policies, standards, and regulations that would facilitate the
orderly and tinmely introduction of advanced tel evision services
inthe United States.” The Conmttee was chartered in accordance
with the Federal Advisory Conmttee Act (FACA), and its parent
comm ttee was conposed of 25 voting nenbers, as well as an
unspeci fied nunber of ex officio nenbers, throughout governnent
and industry.

FCC Directive FCCI NST 1126.1, Subject: Federal Advisory
Conmittees, sets forth the FCC s policy, admnistrative

gui del i nes, and managenent controls relative to advisory
commttees as required by the Federal Advisory Conmittee Act,
Stat. 770, and Executive Order 12024 (42 FR 61445, 3 CFR, 1977
Conp., p. 158).

On Cctober 17, 1989, Edward J. Mnkel in his capacity as the
Managi ng Director, approved the Commttee request for private
fundi ng by enpl oyees or representatives who served on the
advisory commttee. |In doing so, the Managing Director placed a
nunber of specifications on the fund handling and accountability.



The Managing Director required that the bank (Crestar) handling
the Commttee' s account be given the nane of four people listed
in the Rei nmbursenent Procedures so that they would not honor any
ot her signatures. The Cash Handling Procedures of the Commttee
required that "all checks be signed by any two of the four people
listed in the Rei mbursenent Procedures.”

The Managing Director also instructed the Commttee to performa
nonthly reconciliation of the cash receipts and cash

di sbursenments journal to the bank statenents and ensure that an
annual audit be performed of the fund.

On Septenber 2, 1992, auditors fromthe FCC s Common Carrier
Bureau (CCB), issued a report on the status of Committee funds
for the period of July 1, 1988 through the period endi ng June 30,
1992. This represented the initial audit of the Conmmttee since
it's inception.

At the request of the Managing Director, auditors assigned to the
O G assuned the responsibility for auditing the operations of the
Commttee. |In the ensuing report dated Decenber 19, 1994, we
reported that "the internal controls and supporting records are
sufficient to provide necessary assurance that the funds of the
Comm ttee are being properly maintained and expended in
conjunction with applicable regul ati ons and gui delines."

PURPOSE AND SCOPE

This audit was perforned to provide an i ndependent assessnent as
to the integrity of Conmttee funds. Audit enphasis was placed
on evaluating conpliance with internal controls for handling
deposits and ensuring that all disbursenents were valid and
supportable. All cash receipts, bank charges and di sbursenents
fromthe period of Decenber 1, 1994 through Novenber 15, 1996
wer e exam ned and traced back to nonthly bank statenents and
journal s maintained by the bookkeeper.

AUDI T RESULTS

Results of the audit reflect that the internal controls
established over the Commttee's funds were properly

adm nistered. All cash receipts, interest accrued to the
account, bank charges and di sbursenents were reconciled fromthe
nmont hl y bank statenent to the accounting journals. On Novenber
15, 1996, Crestar bank docunented that the account had been
closed. Prior to the fund closure, all bank records were
reconciled with figures maintained by the Commttee.



During the period of audit, deposits to the account were
restricted to nonthly interest accrued on the bal ance maintai ned
in the account. Only five checks were drawn on the account
totaling $23,024.21. Three of the checks totaling $22,776.71
were issued to Wley, Rein & Fielding (WR&). Richard E. WIley
of WR&F served as Chairman to the Commttee. All reinbursenents
to WR&F were supported by detailed records which reflected costs
incurred by WR&F in support of the Conmttee. These records were
reviewed and found to be consistent with appropriate utilization
of Conmittee funds (e.g. postage, tel ephones, couriers, fax
transm ssions, travel, meals and incidentals).

The two remai ni ng checks issued by the Conmttee totaling $247.50
were to the public accounting firmof Keller Bruner & Conpany
which was retained by the Conmttee to provide tax and accounting
servi ces.

CONCLUSI ON

The auditors are of the opinion that the financial reports of the
Comm ttee are reconcilable to the statenments provi ded by Crestar
bank fromthe period of Decenber 1, 1994 through the closure of

t he account on Novenber 15, 1996. Furthernore, it is our opinion
that all receipts and expenditures were appropriate within the
gui delines as pronmulgated in FCCI NST 1126. 1.

H. Wal ker Feaster |11

cc: Chief of Staff
Managi ng Di rector
Richard E. WI ey,
Chai rman Advi sory Comm ttee on ATS



