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TLLUSTRATIVE HIGHLIGHTS FROM THE
FISCAL YEAR 1959 ANNUAL REPORT OF THE
JOINT FINANCTAL MANAGEMENT TMPROVEMENT PROGRAM

- This year®s annual report marks a change in the name of the cooperative
Governmentwide improvement effort heretofore lmown as the Joint Accounting
Improvement Programe. The nature of the program itself is unchanged--it will
continue as a mutual and cooperative effort of all Federal agencies toward
improved and more efficient financial management practices. In more appro-
priate recognition of the scope of its activities, however, it will hence-
forth be known as the Joint Financial Management Improvement Programe

Ao Accounting systems

Tabular information furnished by the agencies in Part II of the report
is generally indicative of progress in the trend toward accrual accounting
practices throughout the Government. The 3ystemo employed, however, presently
range all the way from (1) those organizations in which certain types of fi-
nancial transactions are accrued only at year end, to (2) those in which all
aspects of accrual concepts are an intrinsic part of day-to-day financial
operations. As the program moves forward, it is to be expected that many
agencies now employing minimal degrees of accrual techniques will find it in
their own best interests to broaden the scope of coverage and timeliness of
application, Increasing attention will be given to this matter by the central
agencies, in terms of their respective statutory responsibilities, in working
with the agencies.

Examples of improvements in accounting systems for fiscal year 1959

Installed accrual accounting and improved cost accountlng in the 16
Public Health Service hospitals.

Accrual accounting achieved through use of cost distribution registers
and document files in Federal Coal Mine Safety Board of Review and
Indian Claims Commission.

Developed accrual system and reduced number of allotments from 50 to 10
in National Labor Relations Boarde ‘

Adopted improved inventory control methods and discontinued 5,000 ware-
house bin record cards and 900 nonexpendable property record cards in
Agricultural Research Service,

Established single property administration for Government property in.
possession of Defense contractors in Department of Defense, which
reduced costs and eliminated impact of several different systems on

contractorse.

Army established self-service center systems for low cost Engineer
supplies, streamlining accounting and paperworke
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Repair parts valued at $245 million capitalized in Navy Ordnance Stock
- Fund,

Progress made by Post Office Department in its property accounting pro-
gram, Test inventories disclosed considerable excess and unserviceable
equipment which will permit better utilization and better property man-

agement.,

Accountability transferred from General Services Administration to using
agencies for furniture--valued at $30 million--in the custody of such
agencies.

Statistical sampling techniques utilized by General Services Administra-
tion in computing quantities of rubber and fiber stored at military de-
pots, thus avoiding costly movement of the material.

B, Budgets based on costs

Cost-based budgeting has been evolving over the last few years, in keep-
ing with the development of accounting on the accrual basis. There were only
four appropriation requests on this basis in the Budget Document for 1957,

In the 1960 Budget there were 135. For the 1961 Budget more than 200 addi-
tional appropriation requests are to be presented on the cost basis. With

these new conversions, more than half the accounts in the Budget Document,

embracing annual budget expenditures of about $29 billion and another

$12 billion of trust fund expenditures, will be covered,

These cost-budget presentations are not regarded as ends in themselves;
they are only generally indicative of the progress being made throughout the
Government toward management use of better data. These data are produced by
systems which, through coordinated accounting, reporting and budgeting prac-
tices, will provide adequate control of both funds and costs, and a basis
for measuring performance against established goals,

Ce Special developments toward integrated financial management systems

Bureau of Public Roads (Commerce) moved forward with an extensive im-
provement program embracing financial management organization and staffings
internal accounting systems, including cost accounting: relationships with
accounting systems of the State highway departments, and auditing of Federal
- paymentss application of automatic data processing equipment; and personnel
training.

Department of Defense established principles and policies generating a
comprehensive, time-phased program for improvement of financial management in
the military departments in the area of operation and maintenance., Coordi-
nated action initiated toward similar programs in the areas of military con-
struction; procurement and production; research, development, test and evalu-
ation; and military personnel costs. Uniform system prescribed for financing,
funding, accounting, and reporting for sales of material and services under

Military Assistance Programe
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Department of State created a Joint Advisory Group on Financial Manage-
ment to spearhead improvement program. Time-phased projects established fol-
lowing completion of a broad review of the financial control system employed
on departmental programs in Washington and at sélected foreign service posts.
Intensive work underway toward establishing framework of principles and
policies for improvement of financial system. Time-phased improvement pro-
gram also established in Department of Labore.

D, Automatic Data Processing Systems

1l. Electronic applications. The strong trend toward use of electronic
equipment in Government operations continues. Virtually all agencies with
large volumes of data to process, or large-scale recordkeeping operations,
have been affected. About 200 electronic computers are now in use in the
business and management control systems of the agencies, of which about 70
percent are in Department of Defense.

The Department of Defense has established an gutomatic data processing
management program with staffs in military departments and in the Office of
the Secretary of Defense. Proposals for new installations are reviewed for
compliance with established policy and criteria as well as readiness for
economical installation.

Significant developments are underway in connection with certain instal-
lations planned next year whereby magnetic tape record output of certain agen-
cies will become direct input for operations of other agencies involved in a
series of interagency functions. Increasing attention is also being given to
expanding the automatic interchange of magnetic tape records between industry
and Government., '

a. Automatic data processing systems that utilize electronic equipment
ranging from the small to the large-scale varlety were adopted or extended

during fiscal year 1959 for the following purposes:

For payroll system in Bureau of Public Roads.

For general and cost accounting in Coast and Geodetic Survey.

For centralized inventory control accounting in Marine Corpss

Anrual savings of $175,000 realized by application to the procedure for
testing the retirement status of beneficiaries under the old-age and
survivors insurance program in Bureau of Old-Age and Survivors Insurance.

For payroll, power billing, and property accountihg in two offices of
Bureau of Reclamation. , )

Anmual salary savings of about $30,000 in an application to payroll,
leave accounting, cost distribution and personnel reporting in

Geological Survey.
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For payroll, leave accounting, and personnel statistics in two more re-
gional offices (now covering 7 of 15 regions) in Post Office Department.

For accounting and servicing of inquiries in issuance and retirement of
Series E savings bonds in punched card form in Bureau of Public Debt.

Completed program for maximum utilization of certain high speed elec-
tronic checkwriting equipment in Bureau of Accounts.

Governmentwide savings of over $2@9 million a year (exceeds original es-
timates by over $700,000) obtained through completion of system for pay-
ment and reconciliation of Govermment checks in Office of Treasurer of

the United States.

Computer facilities at the Federal Reserve Board utilized by the Office
of the Comptroller of the Currency for daveloplng gtatistical data from

financial reports of national banks.

Existing system extended to cover 13 additional operations, including
application of monthly payments of mortgage interest and principal, in
Pederal Housing Administration.

Existing system extended by application to routine processing of irreg-
ular loan payments in Small Business Administration.

be Preliminary work is underway in the following organizations incident
to ADP systems involving electronic equipment installations scheduled for the

near future:

Plans include extension of facilities to cover accounting, certification
and related payment procedures for dlsabllity rolls of Bureau of 0ld-
Age and Survivors Insurance.

Plans completed to program weapon stockpile inventories in Atomic Energy
Commission.

Existing operation in one region to be installed in two additional
regional offices of General Services Administratione

Plans underway for application to earnings accounts, certification of
service and compensation data,; and statistical data in Railroad Retire-

ment Board.

Conversion of insurance premium billing and accounting to electronic
computer planned in Veterans Administration. Plamned installation of
data processing equipment will permit conversion to magnetic tape of
about 3.7 million National Service Life Insurance accounts in Phila-
delphia, to be followed by 2.1 million accounts in Denver and St. Paul--
offices will be linked to Philadelphia computer by a data transmission
network. Accounting and statistical functions for Veterans Administra-
tion disability and death benefits programs will be centralized in data




-5 -

processing center at Hines, Illinois, which will also provide magnetic
tape for checkuriting in Treasury Department.

Plans underway for computer system for checkwriting in Chicago regional
-disbursing office of Bureau of Accounts. This is coordinated with
Veterans Administration plans at Hines, Illinois, from which magnetic
tape records for about 5 million benefit checks a month will be fur-
nished by Veterans Administration. Four million other periodic checks
issued at the Chicago disbursing office will be prepared with the same
equipment. Magnetic tape output of the disbursing system will be used
as input in the check payment and reconciliation operations of the
Treasurer of the United States.

ce ADP (electronic) system feasibility studies are in process or are
under consideration in such agencises as the Bonneville Power Administration;
Bureau of Indian Affairs; Internal Revenue Service, for a comprehensive sys-
tem of tax return processings Federal Housing Administration, with respect to
mortgage insurance application processing; Civil Service Commission, with re-
spect to processing the retirement annuity rolls; Genersl Services Administrae
tion, for stock replenishment, purchase, distribution, inventory, and financial
accounting functions involving stores stock items and General Supply Funds and
- Veterans Administration, for mortgage loan accounting.

2e¢ Electric accounting machine applications. Data procéssing systems
utilizing electric accounting equlpment were installed or extended during

fiscal year 1959 for the following purposess

For payroll and loan accounting in Rural Electrification Administration.

For National Institutes of Health payroll operations in Public Health
Service-~produced manpower savings and improved reporting.

For VWashington payroll operations in Department of State--first step
toward possible use of electronic equipment.,

For processxng postmasters® requisitions for bulk quantities of postage
and savings stamosm-coorulnated system in Post Office Department and

Bureau of Engraving and Printing.

For centralized payroll operations of western regional offices in
Internal Revenue Service--resulting in annual savings of 24 man-yearse

Existing system extended to processing mortgage purchases and related
stetistical reporting in Federal National Mortgage Association.

For recording allotments, obligations and disbursements in Public Hous-
ing Administration--permitting quarterly conversion to accrual basis -

with a minimum of effort.

For payroll system and reports on building space utilization and assign-
ment in General Services Administration. Transfer of payroll operations
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to Region 3 resulted in annual savings of 7 employees for central office.
In Region 3, mechanization produced annval savings of $59,000,

For payroll, general sccounting, and reporting in Interstate Commerce
Commission--produced three man-years savings in payroll and monthly re-
ports made available eight days earlier.

For retail stores and service centers in Panama Canal Company.

For domestic allotment accounting and cost dnstrlbutlons in three of-
fices of U,S, Information Agencye

Previously tested mechanized mortgage loan accounting system in Veterans
Administration installed at stations with greatest workload. System for
benefit payment accounting extended and now 75 percent complete.

E. Other Improvements

Finance procedures of Army for disbursements and collections streamlineds
improved invoice processing in Quartermaster Corps caused reduction of 145,000
vouchers and 5,590 man hours each year. Navz developed better reporting to
top management with respect to price changes in procurement, construction, and
research and development programs. Air Force made considerable progress in
integrating disbursement and allotment accounting and the accounting and fi-

nance functions.

In the Treasury Department, the Bureau of Accounts carried forward tech-
nological improvements of disbursing operations in the Division of Disburse-
ment, and integration of operatlons with agency accounting systems, all re-
sulting in additional annual savings of over $500,000; UeS, Coast Guard
established improved military pay procedurese

In the Department of Health, Education, and Welfare, the Social Security
Administration, Bureau of Old-Age and Survivors Insurance realized annual
savings of $120,000 by better procedures for certification of earnings for
old-age and survivors' claims, and $100,000 by improvements in handling about
350,000 inquiries a year from.lnd1V1duals concerning their insured status un-

der the Programe.

Public Housing Administration of the Housing and Home Finance Agency

- adopted improved budget procedures, reducing related paperwork by 80 percent,
United States Information Agency adopted procedure for overseas shipments
which reduces number of bills of lading by almost 90 percent.




SECRETARY OF THE TREASURY
DIRECTOR, BUREAU OF THE BUDGET
COMPTROLLER GENERAL OF THE UNITED STATES

December 15, 1959

TO THE HEADS OF DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Annual report of the Joint Financial Management
Improvement Program for fiscal year 1959

Fiscal year 1959 marked the beginning of the second decade of
a Program in which all Government agencies are joined in an effort
to promote the use of effective financial management practices
throughout the Federal Government.

Initially, the Joint Accounting Improvement Program gave pri-
mary emphasis to accounting needs in the Federal Government, but
it soon became apparent that coordinate improvements were also nec-
essary in the related fields of programing, budgeting, and reporting--
all with the objective of most effectively providing for the financial
management needs of the agencies.

This'year we give official recognition to its scope by the adop-
tion of a new name--the Joint Financial Management Improvement
Program.

The accompanying annual report, under the new name, presents
significant accomplishments made during fiscal year 1959. It also in-
cludes statements submitted by the various agencies containing their
appraisals of the status of their financial management improvement
programs at the end of the fiscal year and some information about
future plains.

We join in urging you to take full advantage of the benefits which
can be obtained in your agencies through effective use of the improved
financial management systems developed under the Program. With
your active support the progress that has been made can be converted
into even greater management improvement benefits in the future.

ot etz

Secretary of the Treasury

Director, Bureau of the Budget

Comptroller General of the United States
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FINANCIAL MANAGEMENT DEVELOPMENTS

OF GOVERNMENTWIDE SIGNIFICANCE

The development of adequate financial management practices in the
Federal Government involves improvements of broad scope affecting all
agencies, and improvements of particular scope specifically affecting indi-
vidual operating agencies, This part covers subjects or areas under the
Joint Program during fiscal year 1959 which were of broad applicability
throughout the Government, Part II of this report covers financial manage-
ment improvement efforts of individual operating agencies during the year,

The broad or Governmentwide aspects of the Joint Program are re-
lated to specific or general responsibilities and activities of the General
Accounting Office, the Bureau of the Budget, and the Treasury Department.
These three central agencies, together with the General Services Adminis-
tration in connection with property matters, have developed close working
arrangements under the Joint Program in the coordination of their respective
responsibilities., The material in this part has been prepared by the central
agencies on this coordinated basis,

Modernization of Agency Financial Management Systems. Under the
Joint Program, the central agencies advise and assist individual operating
agencies in their development of adequate financial management practices,
coordinate and guide the progress being made by all agencies, and, in gen-
eral, serve as a clearing house foy problems and stimulating action, These
responsibilities have been recognized in the working arrangements of the
Joint Program since it was started in 1948 and much has been accomplished.
Efforts were accelerated starting in 1956, after enactment of Public Law
84-863, by an organized, time-phased program aimed at comprehensive re-
vision of agency financial management systems.

This accelerated Program has involved an evaluation by each agency
of its existing practices, and the conduct of agency improvement programs
aimed at the establishment of modernized financial management systems that
incorporate, among other things, accrual accounting and cost-based budget~
ing techniques. This work has been carried on in a framework of broad ex-
ecutive branch policies and instructions issued by the Bureau of the Budget,
the central accounting and reporting requirements of the Treasury Depart-
ment, and the accounting principles and standards established by the General
Accounting Office,

Reports by the operating agencies, which are set forth in the tabula-
tions included in Part II of this report, indicate that progress has been made
in bringing agency systems in line with current concepts and legislative re-
quirements. It is also clear, however, that much still remains to be done,
This applies in many of the agencies and especially in the larger, more com-
plex agencies, where size, world-wide decentralization, or other factors
cause difficult and complicated problems.




As one indicator of the progress being made under this Program, the
use of cost-based budget presentations in the Budget Document has grown
considerably over the past few years. The number of appropriation requests
shown on this basis has increased from four in the 1957 Budget to 135 in the
1960 Budget. Consideration is being given to the development of about 200
more cost-based presentations for the 1961 Budget, which would bring this
total to more than half of all the accounts in the Budget Document, With
these conversions, cost-based budgets would be presented for programs that
annually result in budget expenditures of about $29 billion, as well as trust
fund expenditures of almost $12 billion.

In the final analysis, the modernized financial management systems
contemplated under the Joint Program are of value to the operating agencies
to the extent that the data developed by such systems are used for manage-
ment purposes in the day-to- day operations of the agencies. Preliminary
reviews by the central agencies of some of the existing accrual accounting
systems and of the use of cost-based budgets internally by some of the op-
erating agencies indicate that further work is needed toward attainment of
that objective. For effective operation, the total agency system should in-
clude a sound financial organization that appropriately coordinates budgeting
and accountlng, consistent classifications and simplified financing structures
that recognize assigned responsibilities; operating budgets that provide ade-
quately for control of both funds and costs; and financial reports and other
internal controls that will assist in management evaluation of performance
against established goals.

Cabinet Presentation. As part of the continuing effort toward mod-
ernization of agency financial management systems, a series of charts con-
cerning the Joint Program was developed for presentation to the President
and his Cabinet. The Director of the Bureau of the Budget presented these
charts to the Cabinet meeting held on July 31, 1959. The Secretary of the
Treasury joined in the presentation and subsequent discussion of the subject.

The charts used before the Cabinet explained the background and
nature of the Program, identified its goals, and outlined some of the benefits
gained as a result of this joint endeavor. The presentation also included a
general picture of the status of the executive agencies in carrying out the
Program. This discussion was later supplemented by letters from the
Budget Director to the heads of the agencies represented at the Cabinet
meeting. These letters discussed more specifically the significant elements
of the improvement program underway in each of the agencies.

Emphasis was placed on making effective management use of the im-
proved financial data produced by the revised systems. The agency heads
were urged to continue the top-level support needed for effective improve-
ment action, and to take steps that would insure full realization of the poten-
tial benefits,

Development, Review, and Approval of Agency Accounting Systems.
Executive agencies, other than corporations and agencies subject to the
Government Corporation Control Act, are required to submit formal requests




to the Comptroller General for approval of their accounting systems. Dur-
ing fiscal year 1959 the Comptroller General issued a letter to all agencies
with guidelines for the submission of such requests. The General Account-
ing Office also distributed an outline of the major accounting principles and
standards to be used as a guide in determining whether the systems are in
conformity with the prescribed principles and standards. The outline is
keyed to the General Accounting Office Policy and Procedures Manual for
Guidance of Federal Agencies. Additional procedures were developed for
coordination with the Bureau of the Budget and the Treasury Department to
ascertain whether the systems provide information needed by these central

agencies.,

The instructions state that it is preferable to submit requests for ap-
proval of the entire accounting system of a department, agency, bureau,
service, or other major organizational entity, but that requests for approval
of segments of a system will be considered, such as property accounting,
payroll accounting, or accounting for operations financed primarily by re-
volving funds. Seventy-nine letters of approval or partial approval had been
issued to executive agencies by the Comptroller General up to June 30, 1958,
and eight additional approval letters were issued during fiscal year 1959.
Thirty-eight of these approvals covered the complete accounting systems of
major subdivisions of Cabinet departments (bureaus, offices, etc.) or of
certain independent agencies and other executive offices. The balance cov-
ered segments of systems used in the various organizations such as payroll
accounting, property accounting, etc., and qualified approvals of complete
accounting systems.

These 38 approvals were issued over the last 10 years. In some
cases, the systems approved were developed prior to the enactment of Pub-
lic Law 84-863 and other recent budget and accounting legislation, or may
be otherwise outdated by progress in Government accounting concepts and
techniques, and should be reexamined. For these reasons, while 38 com-
plete accounting systems of the executive agencies may be classified as
having been approved by the Comptroller General, such approvals are not
intended to signify that the systems should remain unchanged in all respects.
As explained in the Comptroller General's letter to the executive agencies,
continuing efforts should be devoted by each agency to the development of
improvements and the institution of necessary changes to keep the system
adapted to current needs and conditions.

The particular bureaus, offices, etc., of the Cabinet departments
and the independent agencies and other offices in the executive branch whose
complete accountlng systems have been approved by the Comptroller Gen-
eral are shown in the tabulations included in Part II of this report,

In addition to review and approval of the accounting systems of ex-
ecutive agencies, the General Accounting Office, upon request, reviews the
accounting systems of organizations in the legislative and judicial branches
of the Government. Eleven letters of approval or partial approval were
issued by the Comptroller General during the last ten years, covering com-
plete systems or segments of systems used by these organizations. Five




of the approvals covered complete accounting systems of organizational
entities and the balance covered parts of the systems or particular proce-
dures of other organizational entities. '

Accounting Principles, Standards, and Related Requirements. This
portion of the General Accounting Office Policy and Procedures Manual for
Guidance of Federal Agencies was further developed during fiscal year 1959,

Principles and standards for accounting for real property acquired
under lease-purchase contracts were issued as Accounting Principles Mem-
orandum No. 4 and were included in the Manual at 2 GAO 1284, They pro-
vide that acquisition of buildings under lease-purchase contracts are pur-
chases on the installment plan and the total purchase price included in the
contract should be capitalized as a fixed asset upon acceptance of the build-
ing from the contractor, rather than periodically as payments are made or
when title vests in the Government., A liability should be recorded in the
amount of the purchase price at the time the building is accepted by the
agency. The portion of the liability payable each year is an obligation
against the appropriation in each year. Additional points covered include
accounting for (1) uncompleted buildings accepted by the agency, (2) costs
to be capitalized prior to and during construction, (3) interest payable dur-
ing and after construction, and (4) prepayment premiums. Financial re-
porting and depreciation accounting applicable to lease-purchase transac-
tions are also discussed in this section.

A property accounting chapter (chapter 7000) was added during 1959
to the illustrative accounting procedures published in Part 2 of Title 2 of the
Manual. The accounting procedures for materials and supplies and for
fixed assets are discussed, Journal entries are illustrated for the physical
inventory and perpetual inventory methods and an example of a perpetual
inventory record is given, Factors and standards to be considered in estab-
lishing criteria for capitalization of fixed assets are included. Accounting
procedures are described for the acquisition of personal and real fixed as-
sets through purchases, transfers between agencies with and without reim-
bursement, and other means. Depreciation accounting and methods of com-
putation are briefly explained.

Ten chapters of illustrative accounting procedures have been issued
to June 30, 1959, and five additional chapters were in process at the end of
the fiscal year. One, covering adjusting and closing entries, was issued to
the agencies in July 1959. The other four chapters cover classification of
funds, financial reports, integrated accounting for an agency financed by
general fund appropriations, and accounting for the agency financed by a re-
volving fund. '

Revisions were made in Title 7 of the GAO Manual during the year
covering improved methods and techniques in documenting and processing
fiscal transactions having Governmentwide application. Changes approved
subsequent to the initial release of Title 7 were added and other material
in the several chapters of Title 7 was clarified and simplified.

Many questions as to the proper application of accounting principles
and standards in particular circumstances were considered in this fiscal
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year, Some of the subjects were the use of revolving funds to finance agency
operations, accounting for uncollectible accounts receivables, property ac-
counting, annual leave liability, actuarial costs and liabilities, the use of
depreciation recoveries for financing equipment replacements, and report-
ing depreciation in water resources projects,

The Comptroller General decision (B-136318) on the question of fi-
nancing equipment replacements with recoveries for depreciation charges
has widespread application since many agencies perform work for other
agencies on a reimbursable basis under the authority contained in section 601
of the Economy Act. In reply to an inquiry from the Secretary of Commerce,
the Comptroller General advised that the financing of replacements should
not be geared to depreciation accounting or to the amount of depreciation
charges included in billings to other agencies. The replacement of equip-
ment, the depreciation expense to be recorded each year, and the amount to
be billed for depreciation are not all based on the same factors..

The decision pointed out that the primary purpose of depreciation ac-
counting is to distribute costs of fixed assets to the periods and activities
benefiting from their use. In this connection, it emphasized that all signifi-
cant costs, including depreciation, even though not financed from current
appropriations, should be recognized in an agency's accounts. However,
where réimbursable work is performed by one agency for another agency,
the buying and selling agencies are to agree to prices to be billed within a
maximum of all costs and a minimum of ''out-of-pocket" costs, Charges for
work performed for private industry or the public should include all costs,
including depreciation.

Central Accounting and Related Procedures, Joint study by the Treas-
ury Department, Bureau of the Budget, and General Accounting Office, in
consultation with the departments and agencies, culminated in the establish-
ment of a revised classification of general fund receipt accounts prescribed
by the Treasury for Governmentwide use. The new chart of receipt accounts,
which was effective July 1, 1959, established a number of changes in the re-
spective classifications of receipts and reduced the number of prescribed
accounts from 346 to 175, or about 50 percent.

Further refinements were adopted in the system of central accounting
for cash operations, including simplification of accounting for small differ-
ences disclosed in the reconciliation of deposits reported by accountable of-
ficers and the accounts of the Treasurer of the United States, and simplifica-
tion in the preparation and handling of certificates of deposit for customs ‘
receipts. :

Central Reporting. Section 210(a) of the General Government Mat-
ters Appropriation Act, 1960 (Public Law 86-79, approved July 8, 1959),
removed the requirement for agencies to submit certified annual reports to
the Congress covering appropriation and fund balances (section 1311 re-
ports). A new form of annual report was developed by the Treasury Depart-
ment to obtain data formerly available from the section 1311 report and to
serve other needs that had been supplied by other reports and procedures,




The new report will serve (1) as the Treasury's trial balance of the central
appropriation and fund accounts, (2) as the agencies' requests for transfers
and withdrawals under the act of July 25, 1956, and (3) as the agencies'
analyses of appropriation and fund balances in terms of availability, for use
in publishing the annual Combined Statement of Receipts, Expenditures and
Balances of the United States Government,

The Combined Statement for fiscal year 1958 included, for the first
time, a section devoted to foreign currency accounts and transactions pro-
viding information similar to that furnished for dollar appropriation ac-
counts, A uniform system of exchange rates for the conversion of foreign
currency transactions and balances to U.S. dollar equivalents has been ac-
complished in Treasury reports.

A cohesive presentation of trust fund balances was made in the 1958
Combined Statement by revising the tables to include, for each trust fund
account, the related balances of unappropriated receipts and the investments.
There was also included a comprehensive statement on congressional author-
izations to expend from public debt receipts from 1932 through 1958,

Continued progress is being made in the development of comprehen-
sive statements of assets and liabilities. A total of 115 agency organiza-
tional units furnished complete balance sheets, as of June 30, 1958, which
is 29 more than the previous year. Increased coverage is expected with re-
spect to reports as of June 30, 1959,

Agent-cashier and Imprest-fund Procedures, The Treasury Depart-
ment, General Services Adiministration, General Accounting Office, and
Bureau of the Budget concluded a joint study concerning agent-cashier and
imprest-fund cashier procedures, as a result of which a unified cashier
procedure is being established. New regulations were issued early in fiscal
year 1960.

Automatic Data Processing in Government Business and Management
Control Systems. During the past year there has been a continuation of the
trend toward development of automatic data processing systems in Govern-
ment operations. Almost every major activity of the Government which has
large volumes of data to process, or large-scale paperwork recordkeeping
operations, has been affected in some degree by the introduction of elec-
tronic systems. A total of approximately 200 electronic data processing
machines are in use in the business and management control systems of the -
agencies, of which about 70 percent are in Department of Defense installa-
tions,

Indicative of the growth in the development of these systems is the
experience of the Treasury Department in this-area during the last year.
Fiscal year 1959 was the first year in which the new electronic payment and
reconciliation system was used for all checks in the Office of the Treasurer,
Based on a comparison with fiscal year 1956 costs (the last year completely
on the old system), a final estimate has been developed indicating annual re-
curring savings of over $2.9 million, compared with the previous estimate



of $2.2 million. The productive capacity of the system has been increased
substantially, reaching a volume of over 41 million checks in some months,
_ compared with the original estimate of 30 million monthly. Further im-

provements are expected when the present equipment is replaced by later
models early in fiscal year 1961, In October 1958 the Bureau of the Public
Debt began a full-scale automatic data processing system for its accounting
and auditing of Series E savings bonds issued in punched card form, includ-
ing magnetic tape file maintenance of detailed alphabetic registration rec-
ords and numeric issue and retirement records. The Office of the Comp-
troller of the Currency has converted from manual methods to the use of a
computer in developing statistical data from reports of condition and earn-
ings and expenses of national banks. The Federal Reserve Board is provid-
ing its facilities for this purpose. Substantial reductions in time lag of re-
porting are expected, along with ultimate economies. The Internal Revenue
Service has begun studies of automatic data processing potentials with re-
spect to tax return processing.

Another example, which involves interagency coordination, is the
planning between the Veterans Administration, the Treasury Department,
and the Post Office Department with respect to veterans benefit payments.
This stems from plans of the Veterans Administration to adopt an automatic
data processing system, centralizing its benefit payment accounting and
statistical functions in the Chicago, Illinois, area during 1960. Payment
data produced in the VA system will provide data in machine processable
form to the Treasury Department's regional disbursing office in Chicago
which will operate with compatible electronic equipment for all periodic
payments handled in that office (e.g., social security benefits and public
debt interest as well as veterans benefits). The Treasury system will pro-
duce VA benefit checks from updated magnetic tape files. Also, the checks
will be sorted mechanically according to basic geographical codes carried
in the tap records, thereby eliminating much manual sorting in the Post Of-
fice Department. As part of this integrated systems development, it is
planned to use the magnetic tapes produced in the checkwrltlng process to
automatically record individual check-disbursement data in the Treasury
electronic banking system in Washington, D.C., which controls the payment
and reconciliation operations for all U.S. Treasury checks. These develop-
ments are reported more extensively by the Veterans Administration and
the Treasury's Division of Disbursement in Part I,

" An important development receiving increasing attention is the auto-
matic interchange of records between industry and Government. Millions
of transactions flow between industry and the Federal Government each
year. More and more of these transactions are being recorded on magnetic
tapes by industry for its own use, and automatic transcription and subse-
quent automatic processing of these transactions for Government purposes
are possible through the use of these tapes. Only limited interchange of
data in this manner has taken place to date. For example, wage records
are reported on tapes to the Social Security Administration by a small num-
ber of companies and arrangements have been made for exchange of data on
magnetic tapes between the Department of Defense and some private firms.,

The potential savings in this area are large, through elimination of
the need for manual transcriptions of detailed records with correspondingly
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fewer errors and lower transcription costs. A joint and coordinated effort
in this area will be needed in developing workable programs with industry
and the individual agencies to accomplish this objective.

Coincident with these developments, a manpower survey in the auto-
matic data processing field in the Federal Government was undertaken upon
recommendation of the Interagency Committee on Automatic Data Processing.
This study was made by a private consulting firm, which submitted a final
report to the Bureau of the Budget in May 1959. Copies of this report were
furnished the departments and agencies with a request for their views prior
to establishing an official position on the report,

A project was undertaken by the Bureau of the Budget to identify the
Governmentwide functions to be performed in this field, and to propose as-
signments of these functions to specific agencies, At the conclusion of this
étudy, comments were obtained from the departments and agencies, and a
final draft of a report was being prepared at the end of the fiscal year.

Property Accounting, The transfer of accounting and accountability
for furniture and fixtures from the General Services Administration and the
Post Office Department to their tenant agencies was accomplished during
the year, Beginning with fiscal year 1960 each agency will also budget for
all of its furniture requirements.

The annual inventory report of federally owned real property as of
June 30, 1958, and its companion report of real property leased to the United
States as of June 30, 1958, were published by the General Services Admin-
istration. These reports furnish a comprehensive presentation of all real
property holdings of the United States. The report on real property owned
covers approximately 14, 000 installations costing approximately $45, 6 bil-
lion, with a total acreage of 770 million acres. This cost figure does not
include valuation for 719 million acres of public domain land included in the
total acreage. The report on real property leased covers approximately
48,000 leases with an annual rental of $150,2 million. In combination with
other available data, these inventories are being used throughout the Govern-
ment in planning space needs, in promoting fuller utilization of available
properties, in conducting property management and property accounting
surveys, and in the evaluation of budgetary requests for acquisition of real

property.

The House Committee on Government Operations released, in Decem-
ber 1958, its fourth inventory report of real and personal property as a Com-
mittee Print. The report covers the property of the Government in the con-
tinental United States, in the territories, and overseas, as of June 30, 1958,
In compiling this report, the Committee again utilized the real property in-
ventory data developed by General Services Administration and personal
and real property data obtained from civilian agencies and the Department
of Defense with the assistance of the Treasury Department. This report
lists personal property of $195, 3 billion and real property of $66.7 billion,
which includes $14,4 billion for public domain acreage (including mineral
resources) and $6.7 billion for construction in process and other items.
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The report also contains supporting schedules which show classifications of
the property holdings and gives considerable information by agency and loca~

tion.

An inventory on the jurisdictional status of Federal properties, as of
June 30, 1957, is being prepared by the General Services Administration.
This is the first comprehensive inventory of this nature ever undertaken. It
is one phase of the program recommended by the Interdepartmental Commit-
tee for the Study of Jurisdiction Over Federal Areas Within the States, and
concurred in by the President, which is aimed at restoring to the States, in-
sofar as practicable, such jurisdictional authority now vested in the United
States. :

Continued progress was made during the year in the establishment of
adequate property accounting systems throughout thé Government, Develop-
ments in individual agencies are covered in Part II of this report.

Position Classification and Qualification Standards for Accountants.
A committee composed of representatives of the central agencies and of
several key operating agencies continued discussions with the Civil Service
Commission during the year on the development of position classification and
qualification standards for professional accountants in the Government. In-
terest in this subject is based upon recognition of the fact that it is essential
to have qualified accounting personnel in the operating agencies in order to
achieve improved financial management in the Government,

On February 18, 1959, the Civil Service Commission approved qual-
ification standards for professional accounting positions at the GS-5 and GS-7
levels in the college recruitment program. -

Representatives of the joint committee advised with the Commission
during the year on distinctions between professional and nonprofessional ac-
counting positions, and in June 1959, the Commission issued criteria in the
GS-500 Accounting and Budget Group Series to describe the distinguishing
characteristics, The introduction to the criteria emphasizes the chief char-
acteristics of modern accounting sponsored by the Joint Accounting Improve-
ment Program.

The Commission is in the process of completing a revised draft of
the GS-510 professional accounting position classification standards. The
revised draft will be reviewed by the joint committee, after which it will be
circulated to all agencies. Among the most significant aspects to be con-
sidered are the extent to which recognition should be given in the standards
to present and projected financial management developments and the estab-
lishment of an appropriate grade structure.

Cost Principles for Research Projects. Bureau of the Budget Cir-
cular No. A-21 on "Principles for costing research and development under
grants and contracts with educational institutions! is now being applied by
the agencies to new agréements and, in some cases, to existing agreements.
Suggestions for amendment were invited by the Bureau, to be submitted
after the colleges and universities, and the agencies, have had a significant
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amount of experience with the provisions of this Budget Circular. Such sug-
gestions are to be submitted by June 30, 1960,

Committee on Federal Budgeting and Accounting. Indicative of the
strong continuing public interest in the development and application of im-
proved financial management practices throughout the Government is the es-
tablishment, in November of 1958, of the American Institute of Certified
Public Accountants’ Committee on Federal Budgeting and Accounting. This
Committee is composed of Mr, Percy Rappaport, former Assistant Director
of the Bureau of the Budget (Chairman), and Messrs., Karney Brasfield of
Touche, Niven, Bailey & Smart, Walter Frese of Harvard University,
J. Harold Stewart of Arthur Young & Company, and Kenneth Tiffany of the
Burroughs Adding Machine Company. All of the members of the Committee
have had extensive experience in the Federal service,

This Committee was set up by the American Institute to serve in an
advisory capacity to the Federal Government on the development of Federal
financial management practices, Its basic purpose is to provide counsel and
advice on broad problem areas as they are encountered, and thus make more
effective the cooperative efforts of the Joint Program. Representatives of
the Bureau of the Budget, the General Accounting Office, and the Treasury
Department attended meetings of the Committee during the year for discus-
sion of subjects of current interest.

During the year the Commitiee undertook various studies and held a
number of meetings with members of Congress to review and discuss the
advantages of cost-based budgeting.

Annual Accrued Expenditure Limitations. On August 25, 1958, Con-
gress enacted Public Law 85-759 which provides that, whenever the Presi-
dent determines an agency has established a satisfactory system of accrual
accounting, requests for subsequent appropriations shall be accompanied by
a proposed limitation on annual accrued expenditures., Appropriation re-
quests of four agencies containing six such proposed limitations were sub-
mitted to Congress in the 1960 budget. None of the proposed limitations was
adopted by the Congress,

Financial Management Institute., In April 1959 the Civil Service Com-
mission published a digest of the proceedings of the Financial Management
Institute held in the fall of 1958, Plans for conducting another Financial
Management Institute in fiscal year 1960 were initiated in June 1959.
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PART II

AGENCY FINANCIAL MANAGEMENT
IMPROVEMENT PROGRAMS

AGENCY REPORTS OF -- Status as of June 30, 1959
-- Accomplishments in Fiscal Year 1959

-- Future Improvement Plans
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FOREWORD

During fiscal year 1959, the operating agencies continued work toward
modernization of their financial management systems as part of an organized
Government~wide effort under the Joint Accounting Improvement Program,

This Program==to be known henceforth as the Joint Financial Management
Improvement Program--is aimed at the basic objective of improving the systems
in a manner that will satisfy the management needs of the executive and legisla~-
tive branches and existing legal requirements, As such, it is broad in scope,
encompassing all elements of financial management,

Progress under the Joint Program has varied among the operating organi-
zations involved, due in part to the complexity of the operations and the financial
management problems of individual agencies. To measure this progress on a
Government~wide basis, the Bureau of the Budget issued Bulletin No, 59-9 in
June 1959, asking each agency to submit information concerning current
improvement efforts, :

This Bulletin, developed with the assistance of the General Accounting
Office and the Treasury Department, requested data on the status of the major
goals of the agency improvement plans as of June 30, 1959; the significant
accomplishments during fiscal year 1959; and the agency plans for further im-
provements, The responses to the Bulletin are summarized in this part of the
annual report, They are set forth in the form of a tabulation that reflects status
in terms of the installation of accrual accounting and cost-based budgeting
practices--techniques which are essential to the ultimate objectives of this
Program; and in the form of narrative statements on accomplishments and
future plans-~to the extent that such information has been submitted by the

individual agencies,

In the tabular material shown on the following pages, the agencies gener-
ally furnish target dates for work still to be done. Dates are also provided with
respect to Comptroller General approval of the accounting system, showing
either the date of approval or the date of submission for approval, In this con-
nection, the word "Partial'' is used in some cases where the accounting system
has been approved either in part or with qualification. . In the other columns,
wherever work on the identified improvement is considered by the agency to have
been completed, the word "Complete' is used to indicate respectively that accrual
accounting and internal cost-based budgeting procedures have been installed to
the extent considered necessary by the agency; and that the agency budget has
been presented on a cost basis in the Budget Document beginning at least for
fiscal year 1960, Preliminary review by the central agencies of some of the
accrual accounting and cost-based budgeting systems reported as '"Complete, "
however, indicates that further work is necessary before these improvements
can be considered to be adequate,
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With respect to the accomplishments reflected in Part II, it should be recog-
nized that these do not necessarily include all the financial management improve-~
ments installed by the agencies during the past fiscal year., They are illustrative
only and were selected on the basis of significance or interest to other agencies.
In line with the individual agency's responsibility for development of their own
financial management systems and procedures, these accomplishments basically
are attributable to the efforts of agency staff, In some instances, staff of the
central agencies have participated in the agency improvement efforts, but gen-
erally such assistance has been limited to providing guidance,

The summarized data in this part of the report are shown essentially
as submitted by the operating agencies., The reported information has not been
independently verified or comprehensively evaluated by the three central agen-
cies except that where an agency reports that its accounting system has been
approved, this statement has been verified by the General Accounting Office;
and where budget presentations are reported to be on a cost basis, this state-
ment has been verified by the Bureau of the Budget, The adequacy of the
reported improvements in all agencies will be reviewed by the central agencies
in due course in the regular exercise of their respective responsibilities, coor-
dinated through the working arrangements of the Joint Program,
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DEPARTMENT OF AGRICULTURE

Financial Management Improvement Program

Agency Report* of Status as of June 30, 1959

Accounting System

Cost-Based Budgeting

Organization Accrual [Approved by| Submission | Used Budget Pre-
Basis Comp.Gen. {[for Approvel|Internally| sentation
-Agri. Marketing Service Complete 12/59 Complete 1961
Agri.. Research Service: ‘

Working Capital Fund Complete 3/59 Complete Complete
Other Funds Complete 12/59 Complete 1961
Commodity Exchange Auth. Complete 2/58 Complete Complete

Cormodity Stabilization .

Service (incl. Agri. Complete 1/58 Complete 1961

Conservation Program)
Farmer Coop. Service Complete 6/55 Complete Complete
Farmers Home Admin. Complete 12/59 Complete 1961
Fed. Crop Ins. Corp. Complete 12/59 Complete Complete
Fed. Extension Service Complete _lO/Sh Complete 1961
Foreign Agri. Service Complete 9/56 . Complete 1961 |
Forest Service Complete 6/60 Complete 1961
Library Complete 12/58 Complete .= Complete
Office of Gen. Counsel Complete - 8/54 Complete Complete
Office of Information Complete 9/56 Complete Complete
Office of the Secretary Complete 6/60 Complete Complete
Rural Electrification |

Administration Complete 8/57 Complete . 1961
Soil Conservation Service Complete 6/60 Complete 1961

# This tabulation reflects the agency's own evaluation of the degree to which it
has attained acerual accounting and cost-based budgeting objectives, but does not
necessarily signify that the General Accounting Office, the Bureau of the Budget,

and the Treasury Department agree with those representations.

The dates represent

either an agency target for attainment of an objective, or the date on which the
indicated action was taken.
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Conduct of improvement program, A review of each agency's program
for improvement in financial management was completed during the year,
This review was prompted by specific agency problems and the apparent need
for refinements and clarification of concepts and terminology revealed through
the review of the agencies' financial statements and reports for the previous
year, As a result of these discussions with agency budget and accounting
representatives, all Department agencies are in a position to convert their
general accounts for appropriations to an accrual basis as of the end of each
fiscal year, and to prepare financial and budgetary reports from such accounts.

Accounting systems, The accounting systems of all agencies of the
Department provide for the development of information on the cost of
resources consumed, revenues earned, and the amount of resources avail-
able, as well as full disclosure of all assets and liabilities, Provision has
also been made for development of accruals for costs under foreign currency
operations of the Foreign Agricultural Service.

The systems for several of the agencies in the Department are under=-
going final review in preparation for submission to the Comptroller General,
By the end of fiscal year 1960 it is planned to have all agency accounting sys-
tems approved or before the Comptroller General for his consideration.

Cost-based budgeting, Budget schedules for all agencies of the Depart=-
ment are being prepared for inclusion in the 1961 Budget on a cost basis, For
corporate and revolving funds the accounts are being maintained currently on.
a cost basis, For appropriations, the constituents have developed their pro-
cedures to provide cost data in the accounts as of the end of each fiscal year,
and at such other intervals as required by the individual agencies. Primarily
because of the requirements of the Anti-deficiency Act, allotments of appro-
priations, per se, as well as operating plans, are being made in terms of
obli