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February 7, 1956 

ILLUSTRATIVE HIGHLIGHTS - From 1955 Progress Report 
under the Joint Program to Improve Accounting in the Federal 
Government. 

Progress under the Joint Program is so widespread and includes so 
many different types of improvements that an illustrative approach has 
necessarily been used as a basis for presenting the annual report. This 
brief summary can only include a few illustrations. The items selected 
are designed (1) to indicate the more important general developments, (2) 
to identify major areas involving agency improvements, and 0) to charac­
terize the several types of identifiable savings. The le.ss tangible but in­
finitely more important savings whi.ch result from management utilization 
of improved financial data do not always lend themselves to specific meas­
urement. 

A. General Developments 

In addition to their day-to-day cooperative efforts to assist operating 
agencies under the Joint Program, the three central agencies (Treasury, 
Bureau of the Budget and General Accounting Office) furnished leadership 
in the Government-wide aspects of the improvement program. 

Electronic system for processing paid checks in Treasury scheduled 
for installation beginning August 1, 1956. New systen1 will consolidate 
present separate processes for paying checks in Treasury and reconciling 
them in General Accounting Office. When conversion is completed (over 
next two years) to cover all 350 million checks drawn annually by Govern­
ment disbursing officers on the Treasurer of the United States, new system 
will produce annual savings of about $1. 7 million in General Accounting Of­
fice and Treasury and an additional $ 500, 000 annually in Federal Re serve 
Banks. 

Further progress in program for maximum utilization of punched 
card checks (which permit mechanical proces~ring for clearance, payment 
and reconciliation) in lieu of paper checks. Additional annual volume of 12 
million checks converted fron1 p~per to punched cards during 1955, result­
ing in additional annual Governmen~-wide savings of $ 2 70, ~()00 • As a result, 
of the total of 350 million checks issued by the Governn~ent annually only 
about 25 million have not yet been converted to the punched ca.rd form. Those 
remaining in paper form by August 1956 will be converted to special types 
of card checks as part of above progra1n for electronic processing of paid 
checks in the Treasury Department. 
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Treasury's central accounting system further streamlined in 1955 
through simplification of procedures for maintaining checking accounts with 
resulting direct savings of $157, 000 annually. New practices also greatly 
simplify procedures and reduce paper work throughout Government in ac­
counting for collections, making deposits, and interagency transactions. 
These changes in 1955 substantially rounded out a long list of evolutionary 
simplifications and other improvements during the past five years in cen­
tral accounting processes in Treasury and General Accounting Office. 
Cumulatively, these progressive changes have resulted in directly identi­
fiable savings in administrative costs in Treasury and General Accounting 
Office alone in excess of $2 million annually. Moreover, changes made 
are· reflected in simplified procedures and reduced paper work throughout 
all agenci.e s of Government in connection with accounting and control of 
their cash transactions. 

Treasury's central reporting has been improved along with above 
changes in central accounting with further refinements in 1955. The Budget 
document and Treasury's munthly and annual statements are now on con­
sistent basis. Treasury's revised system of simplified accounting now 
anchors its reporting to cash balances of Treasurer of the United States with 
provision for development of such recc.mciling items as outstanding checks, 
deposits in transit, etc. Other improvements in Treasury's reporting made 
during 1955 include: ( 1) revised and expanded classification of budget ex­
penditures, adopted July 1, 1955 > for the Monthly Treasury Statement which 
improves comparability between this statement and the detailed expenditure 
classifications in the Budget document,, and (2) two significant changes in 
the Annual Combined Statement of Receipts and Expenditures for the fiscal 
year ended June 30, 1955. These changes consist of (a) tables showing 
details with respect to appropriations were expanded to include an analysis 
of the unexpended balances in terms of balances available and unavailable, 
and the obligated and unobligated amounts, and (b) a new table is provided to 
show condensed information on financial resources and obligations of each 
wholly-owned corporation and other revolving fund of the Governrnent. 

~Budgeting. Revisions in budget structure for 4 7 bureaus or other 
major divisions of departments and independent establishments were made 
during 1955 {for the fiscal year 1957 Budget) to obtain better integration of 
budget data with accounting support and i.rnproved control and flexibility in 
the use of funds. Over the past six years appropriations have been reduced 
in number from 758 to 491. Accrued cost presentations in the Budget docu­
ment have increased from 28 to 120. In addition cost-type statements were 

. submitted as part of the 1957 budget justifications for 37 other appropria­
tions. 
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Transportation. Revised transportation request for passenger trans­
portation was installed Government-wide in July 1955. New request is in 
punched card form and provides for consolidating rail and pullman charges 
on the same form in lieu of separate requests previously req·uired. Aside 
from substantial reduction in number of forms to be used and handled by all 
concerned {Department of Defense estimated that in a recent year it used 
693 thousand pullman requests under old procedure), the new form is 
cheaper than the o.ld one and provides basis for mechanization of various 
clerical operations in connection with billing and accounting work. Further 
opportunities for savings based on use of the punched card request and other 
transportation procedures are under active study. 

Financial property accounting. Establishment of appropriate financial 
accounting and reporting for properties has been important part of internal 
accounting improvement programs of various Government agencies with 
much progress made. 

B. Agency Progress 

The various examples of agency progress which follow are just a few 
items selected from Part II of the report to indicate the trend of progress in 
accounting developm.ents and improvements being accomplished by the indi­
vidual agencies, and to illustrate a few of the types of revisions in account­
ing procedures with which agencies have been able directly to identify ad·min­
istrative savings. These improven1ents are made by the agencies largely 
on their own .initiative within the broad principles and objectives of the Joint 
Program. 

It is, of course, not possible to illustrate in a short summary the 
most significant benefits which come frorn improved accounting i.e., its 
contribution to better manage1nent of Government progra1ns ·made possible 
by having adequate information regarding costs; available resources; and 
other basic data which modern accounting systems should supply, through 
prompt and accurate reports, in proper relationship to authorized prograins » 

budgets, workload data, responsibility centers and other similar significant 
'managerr1ent criteria. 

Post Office Department improvements in financial management con­
tinue to achieve more effective control, more meaningful cost information 
and simplified procedures. Some of the savings achieved were the elimina­
tion of over 2, 000 positions in the accounting and financial control opera­
tlons of large post offices through reorganization of these functions and 
simplification of these procedures; reduction of over 2, 000 or about one-third 
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of the authorized forms, including a reduction in styles of official en­
velopes procured, stocked and used from 663 to 26; simplification of 
procedures for issuing money orders reduced issuing time by 40 percent 
for the several hundred million money orders issued each year, and 
eliminated the printing, distribution and use of one-half billion money order 
application forms. A savings in the bonding of postal employees was made 
possible by Public Law 323 enacted in 1955. Although the Department now 
pays the bond premiums, the cost of such premiums is $ 117, 000 less on 
an annual basis than the cost to the Department of handling several hundred 
thousand individual bonds under the previous practice. In addition, em­
ployees are saved about $ 1, 300, 000 in annual premiums which they paid 
for individual bonds. 

In the Department of the Army financial inventory accounting has been 
extended to 204 continental and overseas points and the Army Stock Fund has 
been extended to overseas commands. Total inventories under financial 
accounting included 91 'fo of overseas stocks not in the hands of troops and in 
excess of 95'fo of similar continental United States stocks. Industrial Fund 
installations increased to 18 and examples of economies effected are: (a) 
the materials and supplies inventories were reduced about $43 million, or 
slightly over SO'fo, through progressive inventory screening during the 1955 
fiscal year; and (b) operating costs at two locations were reduced an aggre­
gate of about $ 1. 7 million. Through improvements in civilian payroll pro­
cedures begun in 1953 the Army estimates it i.s saving annually $ 2. 5 million 
in payroll operations. The integrated allotment accounting-disbursing ... 
payroll program was completed for overseas com·mands and is well along in 
the Technical Services. 

In the Departlnent of the Navy industrial fund installations, with re ... 
lated commercial type accounting, increased to 47 and examples of econ­
omies effected are: {a) production costs at one installation were reduced 
about $ 1. 1 million; {b) overhead costs at another were reduced by about 
$ 97, 000 i (c) inventories at four Naval Shipyards were reduced an aggregate 
of about $ 2. 3 million during the year; (d) recommendations concerning 
transportation ser;vices at one Naval Shipyard resulted in tangible annual 
savings of $219,000; and (e) at the same Shipyard a reduction of 26 shop 
stores. employees saved $ 100, 000 a year. Reduction of Stock Fund inven­
tories during the year was $ 173 million even though additional inventories. 
of $136 million were capitalized under the Fund. An improved cost control 
system for aircraft overhaul and repair operations was developed; an ac-
,counting system which integrates field allotment, field cost, bureau and 
field estimates of the Medi.cal Department is being tested; and a revised ac­
counting system for military construction is in process. 
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The Department of the Air Force extended financial accounting to all 
overseas depot stocks and, as a result, all stocks located at Air Force in­
stallations are now accounted for on a dollar basis. Simplified procedures 
in connection with inventory accounting have resulted in substantial machine 
time savings and is expected to result in a total clerical effort reduction of 
from 300 to 350 man-years. The test of an improved depot maintenance 
cost accounting system at one installation disclosed a IOo/o increase in produc­
tion per man-hour for maintenance. This system is in process of being in­
stalled in all Air Materiel Areas in the United States. By mechanized proced­
ures for the payment of commercial vouchers the basic operations required 
were reduced by almost 50 percent. The integrated Air Force Financial 
Management System, incorporating accrual accounting, has been developed 
for the Air Research and Development Command and for the Air Proving 
Grounds and is expected to be put into effect at an early date; all Air Force 
laundries and dry cleaning plants were brought under the In9.ustrial Fund 
system; and the Air Force Stock Fund was expanded. As a re s~lt of a re­
duction in inventories of the Clothing and Medical-Dental Di visions, $ 70 
million of capital was returned to the undistributed account of the Air Force 
Stock Fund. 

The Department of Health, Education, and Welfare, Bureau of Old-
Age and Survivors Insurance is converting its social security wage accounting 
syste:m to the use of electron~c data processing equipment and methods at an 
estimated cost of $ 850, 000, which is expected to produce annual savings of 
at least $ 1, 250, 000. Revised methods for the screening of errors in earn­
ings records, and other revised procedures, are expected to result ·in annual 
savings of more than $ 200, 000. By combining the retirement benefit and 
the survivor benefit payable to the same individual in one check, there were 
eliminated over 600, 000 checks per year at a recurring savings of more than 
$40, 000 per year; a social security claims index file consisting of over 9 
million cards with yearly addition of over 800, 000 items was discontinued 
at an immediate savings of $ 50, 000 and a recurring annual savings of 
$25,000; and tests in on~ area office of revised procedures for decentralized 
disbursing and accounting for benefit and salary payments reduced the cost 
bf performing these two functions by approximately $40, 000 per year ae. esti­
mated by the Department. ·In the Public Health Service general ledger account ... 
ing has been decentralized from the Washington, D .C .. , headquarters to 41 · 
field accounting points; cost accounting has been integrated with the general 
ledger and cooi:dinated with budget and other reporting requirements; fiscal 
a,ccounting for property was inaugurat.ed and about $ 13. 5 million of equip-
ment in use and supplies is under financial accounting control; and the use of 
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punched card processes was extended, A departmental Division of Internal 
Audit was established under the Office of the Sec 

In the Department of Agriculture active work was underway on further 
development and improve1nent of accounting systems in twelve constituent 
bureaus with general emphasis on improving financial property accounting' 
simplification of allotment controls, and better tie-in between accounting 
and budget processes. Internal audit progra·m was strengthened and ex­
panded with emphasis on the appraisal aspects. Fore st Service installed 
simplified accounting for collections for timber operations which provided 
improved control while at the sarne time eliminating over 15 thousand 
detailed accounts. 

In Department of C om1nerce, Marith:ne Adm.inistration i.s preparing 
cost-type budget statements for managernent and in Coast and Geodetic Survey 
accounting is being revised to provide for adoption of the accrual basis and 
the integration of project cost accounting. 

The Department of the Interior has installed revised accounting 
systems in eight of its principal bureau-type organizations and systern.s 
improvement work is in progress in five of the other principal organiza­
tions. Seven of the installed systems develop costs on an accrual basis 
reconcilable with fund controls under an overall financial plan of integrating 
programming, budgeting, accounting and reporting activities. During the 
year the National Park Service consolidated 46 accounting offices into 28 
with a savings of 24 positions costing $ 92, 000 annually. 

In the Department of State work is actively underway in the Passport 
Office for fundarn.ental in1provements in accounting, reporting, and internal 
control over cash collections and other fiscal procedures. In the International 
Cooperation Administration a comprehensive accounting rr1anual was released 
to provide cmnpletely integrated systen1s of accounting and reporting for 
the Washington Office and 60 overseas missions. Also significant organiza­
tional changes were made in the Controller organization and in financial re­
porting. 

Treasury's Division of Disbursement revised procedures for flow of 
information between Treasury's disbursing officers and certain offices of 
the Veterans Administration, Social Security, and Civil Service Cornrnis­
si.on in connection with benefit payments which will save about $48, 000 a 
year. Other savings effected by the Division of Disbursement include 
$ 38, 000 annually from use of bill feed process in preparation of tax refund 
and other checks; $ 11, 000 annually from. use of card checks rather than 
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paper checks for preparation of substitute checks; and $ 4 5, 000 annually 
from installation of instantaneous duplicating equipment for preparation of 
return check notices. Treasury's Bureau of Public Debt revised procedures 
to provide for reuse of bearer securities which will result in an estimated 
annual savings of $125,000; revised procedures for processing redemption 
of matured Series "G" savings bonds will save $ 15, 000 annually; and revised 
verification procedures for redeemed savings stamps will. save approximately 
$ 22, 800 a year. The Internal Revenue Service established two area service 
centers for the mathematical verification of tax returns, billing of taxpayers 
and .approval of refunds. This provides the basis for mass production through 
mechanization of these operations with anticipated reduction of administra­
tive expense. Also, District Directors can give more attention to the im­
portant, nonroutine functions of collecting the revenue. The U. So Coast 
Guard completed capitalization of real property and development of procedures 
for maintaining property accounts. 

General Services Administration continued joint surveys with General 
Accounting Office on property accounting and related procedures and activi­
ties in various Government agencies. It also adopted simplified procedures 
which eliminated the pricing, summarization, and related accounting for 
about 12, 000 supplies requisitions annually; mechanized its procedures to 
produce summary billing statements which could be used for billing, record, 
and payment voucher purposes, thereby eliminating 30,000 voucher schedules 
annually for the customer agencies; simplified teletype billing procedures by 
establishing a fixed rate per work (based on experience) for the 3 million words 
transmitted over its system each month and eliminated about 400 billings 
annually; and instituted block posting of bills of lading with a reduction of the 
number of suballotment accounts and a reduction in the number of postings 
from about 14, 000 to about 500 a year. 

During the year the Railroad Retirement Board improved its wage ac­
counting system for wages earned in railroad employment, by the use of im­
proved calculating equipment and related methods for the purpose of com­
puting earnings, thereby eliminating the preparation of 1. 2 million cards for 
excess earnings, the listing of 6 million cards, and the collating of 3 million 
cards at an annual savings, as estimated by them, of $43,000 of which 
$33,000 represents personnel costs. 

United States Information Agency. A revised system of fiscal ace ounts, 
y.rith related procedures, was adopted during the year. Allotment accounting 
has been reorganized and simplified (with reduction of 4 out of 10 employees); 
property record forms, inventory reports, and punched card procedures have 
been developed; and a system of cost finding is being tested. 
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Veterans Administratione As a result of the institution of site audit 
in all VA offices by the General Accounting Office, over 10 million copies 
of documents which were previously submitted for central audit are no 
longer required and the flow of documents has been simplified; consolida­
tion of loan guaranty and direct loan accounting functions in Regional Finance 
Divisions during 1955, resulted in annual savings of about $25,000; certain 
duplicating benefit payment accounting and reporting was eliminated during 
year which resulted in annual economies estimated at $ 37, 000; revised 
procedures which eliminated the preparation of underwriting work sheets 
and, in most cases, "dummy" premium record cards in the processing 
of a,pplications for Veterans Special Term Insurance will result in estimated 
savings of more than $ 200, 000 annually; mechanical com.putation of National 
Service Life Insurance dividends and related mechanical preparation of 
vouchers will produce estimated annual savings of about $ 200, 000; mechanized 
procedures for computing annual interest and applying remittances to interest 
and principal for National Service Life Insurance loan accounts were tested 
and approved at one office during the year and will be extended to the 200, 000 
National Service Life Insurance loans of Veterans Administration with an 
estimated savings of $ 70, 000 per year; the elimination of 1. 3 million 
history records and attendant operating and clerical costs resulted in an 
estimated annual savings of $ 55, 000; and revision of accounting controls 
oyer collections of premiums by deductions from benefit payments eliminated 
detailed postings to about 260, 000 premium cards per month at an estimated 
savings of $238,'000 per annum. 



COMPTROLLER GENERAL OF THE UNITED STATES 

WASHINGTON 25 

February 7, 1956 

TO THE HEADS OF DEPARTMENTS AND. ESTABLISHMENTS: 

SUBJECT: Seventh Annual Progress Report Under the Joint Program to 
Improve Accounting in the Federal Government 

This report has been prepared by the staffs of the Bureau of the 
Budget, the Treasury Depar~ment, and the General Accounting Office, 
in participation with your representatives,, to illustrate the progress 
made under the joint accounting program during the calendar year 
ended December 31, 1955. 

We are sure that you will be most gratified, as the Secretary of 
the Treasury, the Director of the Bureau of the Budget, and I have been 
with the splendid progress summarized in this report. These achieve­
ments clearly demonstrate the advantages of a cooperative program 
which provides a full opportunity for agency initiative in the develop­
ment of improved financial management. 

In order that this year's accomplishments may be reviewed in the 
light of the developments in prior years, an Appendix B has been in­
cluded in the report this year as a short summary of the cumulative 
effect in broad areas of development. Since the 1955 developments in 
the central accounting and reporting functions of the Treasury Depart­
ment were a culmination of many prior changes 3 an Appendix C has 
also been added to describe in more detail the many changes that have 
taken place in Treasury's central accounting and reporting. 

The Secretary of the Treasury and the Director of the Bureau of 
the Budget join me in requesting your continued enthusiastic participa­
tion in the program and your suggestions for increasing its effective­
ness. 

Com troller General 
of the United States 

G AO W a s h • , D • C • 
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SEVENTH ANNUAL PROGRESS REPORT 
UNDER THE 

JOINT PROGRAM TO IMPROVE ACCOUNTING 
IN THE FEDERAL GOVERNMENT 

INTRODUCTION 

This is the seventh in the annual series of reports of accomplishments 
under the Joint Program to Improve Accounting in the Federal Governmente 
It covers progress during the calendar year 1955 with the accumulated 
progress summarized in an appendix to the report. The report was pre­
pared by staffs of the General Accounting Office, Treasury Department and 
Bureau of the Budget with the cooperation and assistance of the operating 
agencies. 

The Joint Program is a Government-wide cooperative effort to improve 
Government accounting systems and methods, and the related programming, 
budgeting, funding, and reporting methods, in order to develop improved 
financial management of all Government resources and more economical and 
efficient Government operations. In this Program the General Accounting 
Office, the Treasury Department, the Bureau of the Budget, and the other 
agencies join their forces in a concerted effort to develop better account-
ing in two distinct but interrelated areas, ( 1) central or Government-wide 
accounting needs, and (2) the accounting needs of the management of the 
individual agencies. The seventh year of this cooperative program is marked 
by several significant developments which will be discussed in later sections 
of the report. 

The material is divided into two parts covering current developments 
followed by appendices providing pertinent background. Part I covers ac­
counting developments during the year which were of Government-wide 
significance. Part II covers progress during the year in individual agencies -
accomplishments which were achieved primarily through the efforts of the 
individual agencies, Appendix A outlines the background of and legal au­
thority for the Program, its nature and purpose, and its objectives. Appendix 
B is intended as a summary of the broader achievements since the Program 
was started, the details of which were contained in the several annual re­
ports. In addition there is included this year a special Appendix C which 
describes the cumulative effect of the progressive developments in central 
accounting and reporting for the cash operations of the Government since 
the Budge.ting and Ac counting Procedures Act of 19 50. This is a timely 
point for such a summary because actions taken in 1955 substantially round 
out the evolutionary developments in this area. 
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Evidence of the general acceptance of the Program 1 s objectives and 
the effectiveness of its aims and accomplishments is contained in various 
references to the Program in addresses before associations and articles 
appearing in professional periodicals. 

Indicative of this public interest and response is an article 1 in a 
recent issue of THE JOURNAL OF ACCOUNTANCY, the official monthly 
publication of the 'American Institute of Accountants, from which the 
following is quoted: 

1 

"It is not the purpose of this article to arouse new indigna­
tion by pointing again to Washington's alleged shortcomings. 
Instead, it has the more cheering purpose of calling atten­
tion to the little known fact that a purposeful, productive 
campaign is afoot to modernize the entire structure of 
government accounting along lines that the tax-paying public, 
and the accounting profession particularly, might well ap­
plaud. 

11 What is happening lacks the dramatic impact of a revolu­
tion. But it represents something better, a planned 
evolution which promises to work the most significant 
transformation in our government 1 s financial management 
since the days of Alexander Hamilton. 

"Both the executive and legislative branches have im­
portant stakes in this long-term effort. And both branches 
are cooperating in a joint endeavor to effect this trans­
formation and to reach these explicit goals: 

11 1. To bring to all of the government's diversified 
activities the most appropriate and useful of 
modern accounting principles and techniques. 

"2. To enable government agencies to ascertain the 
cost of their various activities, as many of them 
have been unable to do in the past. 

11Accounting Reform in Washington, 11 an article by John W. McEachren, 
CPA, in the S~ptember 1955 issue of the Journal of Accountancy. 



u3., , To provide better fiscal controls which will permit 
the executive to budget projected activities more 
realistically; assist the legislative in its appropr.iat­
ing fup.ctions; and·al.low the taxpayer to see more 
clearly how his money is spent and what it buys~ 

~'4 .. To reduce expenditures wherever possible by im­
proving the efficiency and e'ffectivene ss of manage­
ment." 

Also during the past year, the Hoover Commission issued a report 
on'the budget and accounting functions of the executive branch. This report 
presented a total of 25 recommendations for improvement action on such 
subjects as organization·, practices, and procedures in the area of financi8:1 
management. 

The Hoover Commission recommendations on budgeting and account­
ing principles and practices give further emphasis to the stated objectives 

· of the Joint Accounting Programo This is particularly true with respect 
to such important objectives as the application of the accrual basis of ac­
counting; the use of costs as the basis for integrating, programming, 
budgeting, accounting and reporting; establishment of financial property 
accounting; simplification of allotment controls; and integration o:f agency 
accounting and repol'ting with the ·central accounting and reporting processe.s .. 
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PART I 

ACCOUNTING DEVELOPMENTS OF GOVERNMENT-WIDE SIGNIFICANCE 

This part of the report relates to matters of broad applicability 
which are mostly Government-wide in effect. Included are the central 
or Government-wide activities of the Treasury Department, Bureau of the 
Budget$ and the General Accounting Office and the improvements and 
simplifications accomplished in these activities during calendar year 1955 
through the joint efforts of the three agencies under the Joint Accounting 
Improvement Program. These are necessary steps in the long-range 
program of developing Government-wide methods and procedures which 
will accelerate the development of adequate accounting in the individual 
agencies. For this reason, some of the matters reported may overlap 
specific improvements of individual agencies as reported in Part II of the 
report due to the evolutionary nature of the central or Government-wide 
developments. 

1. Central Accounting and Reporting. Joint Regulations issued in 
1955 by the Secretary of the Treasury and the Comptroller General author­
ized the great majority of dis bur sing officers to draw checks directly on 
the general account of the Treasurer of the United States. This eliminated 
the use of about 2, 000 intermediate checking accounts for dis bur sing of­
ficers, with balances based on amounts of appropriations and deposits of 
certain collections. In addition to providing a practical basis for the new 
system of central accounts in the Treasury, this action created widespread 
simplification of procedures formerly required for the maintenance of 
checking accounts. Also, it provided the basis for streamlining deposit 
procedures, accounting for receipts, and various· interagency transactions. 
Direct savings attributable to this change in checking account procedures 
alone amount to $ 15 7, 000 a year." Of greater significance, however, is 
that these changes substantially round .out the program begun immedi.ately 
after the enactment of the Budget and Accounting Procedures Act of 1950 
for progressive simplification of the central accounting and contirol processes 
in the Treasury and General Accounting Office. Cumulatively, the changes 
which have been made h9-ve resulted in directly identifiable savings in ad­
ministrative costs in the Treasury and General Accounting Office alone in 
excess of $ 2 million a year. In addition, unmeasured savings have been 
achieved from elimination of paper work required in all operating agencies 
of the Government in connection with the previous central control and ac­
counting processes. 

Tied in with the above changes in central accounting processes were 
further refinements on the central reporting procedures of the Treasury 
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pertaining to cash receipts and disbursements of the Government, as well 
as related reporting of individual agencies. The result is that the central 
reporting processes in this respect are integrated to the point where re-
ceipt and expenditure data in_the Treasury's monthly and annual statements 
and the Budget document are on a consistent basis. Through the fundamental 
improvements which have been made in the Treasury's central system of 
accounting, such reports will hereafter be anchored to the cash balances 
of the Treasurer of the United States with provision for disclosure of such 
reconciling items as collections in transit, outstanding checks, etc. A 
long step has thus been taken in providing a foundation for a fully integrated 
reporting structure for the Government as a whole which can effectively 
utilize the reports of individual agencies in combination with the reports which 
flow from the accounts dealing with Treasury cash operations. 

Other fundamental improvements in central reporting of the Treasury 
effected during 1955 include: 

(a) A revised and expanded classifiCation of budget ex­
penditures, adopted July 1, 1955, for the Monthly Treasury 
Statement. This improves comparability between this state­
ment and the detailed expenditure classifications in the Budget 
documento 

(b) Two significant changes made in the Annual Combined 
Statement of Receipts and Expenditures for the fiscal year 
ended June 30, 1955: 

(1) Tables showing details with respect to appro­
priations were expanded to include an analysis of 
the unexpended balances in terms of balances 
available and unavailable, and the obligated and 
unobligated amounts. 

(2) A new special table is provided to show con­
densed information on financial resources and 
obligations of each wholly-owned corporation and 
other revolving fund of the Government. 

(c) The accrual basis of accounting ar:id reporting of 
interest on the public debt was adopted, thereby elim­
inating the budgetary distortions which resulted from the 
previous "payable-date" method when a part of the 
public debt was refinanced o 
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A more detailed and comprehensive discussion of the 1955 develop­
ments in central accounting ·and reporting, together with the cumulative 
effects of improvements in these areas, is contained in Appendix C. 

2. Integration of Programming, Budgeting, Accounting, and Report­
ing. The Bureau of the Budget, the General Accounting Office, and the 
Treasury Department continued their joint efforts to assist agencies in the 
development of common classifications for programming, budgeting, ac­
counting, and reporting. For the most part, agencies have accomplished 
the initial objective of adjusting their budget and accounting systems to 
conform to the minimum presentation and support requirements of the per­
formance budget as the result of the Government-wide improvement program 
that was conducted after the accounting support surveys of 1950. Improve­
ments needed as a result of subsequent developments are being made as 
part of the continuing effort towards improvement of financial management 
in the agencies. 

Some of the results of this effort are reflected in changes made this 
year in the 1957 budget structure and presentation of 47 bureaus or other 
major divisions of departments and independent establishments. The 
majority of these changes involved improvements in activity classifications 
but impor~ant changes were also made in the clarification and coverage of 
appropriations, and in the use of business-type budget statements. With 
respect to the latter, 7 new business-type presentations ~ere made while 
5 were discontinued. As a result, the 1957 budget contains 116 business­
type presentations. 

These adjustments and changes in budget structure were made to 
develop better integration of budget and accounting systems, to provide 
better control and improved flexibility in the use of available funds, and 
to furnish more complete disclosure of financial operations. 

In Budget Circular A-11 » issued July 2 7, 1955, the agencies were 
instructed to include cost-type budget statements in their 1957 budget sub­
missions to the Bureau of the Budget whenever an agency employed an 
accounting system which includes accounts for accrued (applied) costs 
integrated with accounts for obligations and appropriations. Cost-type 
budget statements were received from 15 bureaus or agencies covering 41 
individual appropriations. For 4 of these appropriations approval has been 
given to the publication of the cost-type statements in the Budget and such 
statements for the other 37 appropriations represented "back-up" material 
which will permit more effective program review and evaluation. 
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3. Integration of Agency Accounting and Disbursing~ Continuing 
attention was devoted during 1955 to improving the interlocking relations 
of the disbursing processes with the accounting functions, and to the elim.­
ination of unnecessary duplication in these areas throughout Government. 
The improvements made by the Treasury Department for better integra­
tion of Treasury disbursing functions with its central accounting, discussed 
under the subject of 11C entral Accounting and Reporting," represent sub ... 
stantial progress toward this objective. In addition, specific organization 
and procedural improve·ments were made in Treasury's Division of Dis­
bursement and in the Depart1nent of Defense during the year, and tests 
improved integration of accounting and disbursing are underway in the 
Social Security Administration and the Veterans Administration. These 
specific developments are discussed in Part II of the report. 

4. Application of Electronic Equipment in Government Accounting 
and Related Processes. The possibilities of the use of electronic equipment 
and related procedures for greater economy and efficiency of Government 
operations received increased e1nphasis during calendar year 1955. Many 
agencies have developed 01· are exploring the potentialities for the applica­
tion of these modern techniques. 

Of particular note is the development of a specific plan of action for 
automation in connection with the check payment {clearance) and reconcilia­
tion operations of the Governm.ent. Following joint study by the Treasury 
Department, the General Accounting Office, and the Bureau of the Budget, 
plans were brought to a conclusion regarding reorganization of the clearance 
and reconciliation procedures for the 350 million checks drawn annually 
on the Treasurer of the United States. The joint committee submitted a 
recommendation for the acquisition of high- speed electronic data processing 
machines, togethe1· with a cmnprehensive plan of operations, to effect a 
centralized proof by the Office of the Treasurer of the United States of the 
checks paid as compared to the checks which the nun-1erous disbursing of­
ficers reported they had is sued. The plan includes provisions for stop pay 
ments and other claims against checks issued. Reconciliations or proofs 
by the Treasurer will, of cou1·se 1 be subject to audit by the General Account­
ing Office but the detailed proof operations presently carried on by General 
Accounting Office will be discontinued. About l 1 500, 000 checks a day will 
be handled by the machines. 

Under the new sy3ten1 1 all checks will be paid by the Treasurer of 
the United States in Washington and the present practice of paying checks 
through designated Federal Re.se1've Banks, as agents of the Treasurer of 
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the United States, will be discontinued. All Federal Reserve Banks and 
Branches will clear checks for presentation to the Treasurer generally 
in the same tnanner that commercial checks are cleared . 

. The plan was approved by the Secretary of the Treasury, 'the Comp­
troller General, and the Director of the Bureau of the Budget, and the new 
electronic equipment has been ordered. The transition to the new system 
is scheduled to start August 1, 1956. 

The new system will ·involve relatively minor changes in the issuance 
of Government. checks by disbursing officers to payees. It will produce its 
economies and greater efficiency by the merging of the check payment opera­
tions of the Treasurer of the United States and detailed proof operations 
presently performed in the General Accounting Office, and by high- speed 
techniques. It is estimated that use of the new machines and procedures 
will reduce by about 450 the number of employees required by the Treasury 
and the General Accounting Office to perform necessary data-processing 
operations. Expected Government-wide net savings when the plan is fully 
installed are estimated at $ 1, 700, 000 annually in salaries, supplies, and 
equipment costs and, in addition, annual savings of more than $ 500, 000 
are anticipated in the streamlining of operations at the Federal Re serve 
Banks. Savings will be accomplished with, at the same time, faster and 
highly accurate processing of check data. 

Closely related to the foregoing development is the marked progress 
which was made in the program for maximum utilization of punched card 
checks in lieu of paper checks. With the continued cooperation of the dis­
bursing agencies, particularly the military departments and the Post Office 
Department, an additional annual volume of 12 million checks was converted 
from paper to punched cards during 1955, resulting in additional annual 
Government-wide savings of $ 2 70, 000. This means that of the total of some 
350 million checks issued by the Government annually about 325 million are 
now in fully punched card form. Checks re1naining in paper form by August 
1956 will be converted to special types of card checks as part of the above 
program for use of electronic processing techniques in payment and recon­
ciliation of all Treasury checks. 

These constitute only part of the many developments in autornation 
for the processing of accounting and related data in Government. There 
are major developments in the application of electronic processes to 
inventories t payrolls, and other accounting problems in the Department 
of Defense. As described on page 51 of this report the Bureau of Old-Age 
and Survivors Insurance has started conversion of its voluminous wage 
accounts to an electronic data processing system. Electronic machines 
and procedures are used in the Post Office Department to process some of 
its payroll data and pay checks. The Treasury Department's Division of 
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Disbursement has electronic equipment on order for the preparation 
and.processing of card checks. A project has been started to explore 
the feasibility of applying electronic data processing to the issuance 
and retirement operations of the savings bond processes of the Treasury 
Department's Bureau of Public Debt. . 

The rapid developments iri this medium have created a hew and im­
portant field containing great possibilities for increased economy and effi­
ciency in the systems, procedures, and paper work related to povernment 
operations. The General Accounting Office is expanding its staff facilitie~ 
to more effectively conduct research and study in this new field, and to ad­
vise and assist the executive agencies in the installation and operati~n of 
the machines and related procedures. 

5" Property Accounting Improvements. The development of financial 
accounting controls over property to provide improved data for property and 
supply management was continued during the year. The General Services 
Administration and the General Accoun~ing Office are working jointly with 
the several individual agencies to survey property accounting and related 
procedures and activities. Recommendations resulting from such surveys 
are adopted as developed or target dates. for their accomplishment are es­
tablished before the survey reports are completed. Specific improvements 
in individual agencies are covered in Part II of this report. 

Property surveys of this type were completed during calendar year 
1955 in the regional offices of the Weather Bureau, Civil Aeronautics Ad­
ministration, Patent Office and the Office of the Secretary of the Depart­
ment of Commerce. Surveys are now in process in the Maritime Admin­
istration of the Department of Commerce and in 15 Services, Corporations, 
and Offices of the Department of Agriculture. Twenty-six (26) surveys 
have been completed in various civilian agencies of the Government since 
this program was initiated.· 

The importance of adequate monetary property accounting was em­
phasized during the year in Congressional requests for such information. 
The General Services Administration, in cooperation with the General Ac­
counting Off foe, completed an inventory of Federal real estate holdings in 
continental United States as of December 31, 1953 for the Senate Committee 
on Appropriations in accordance with its request in Report No. 237, dated 
May 12, 1953. This inventory covered real property costing $ 30. 2 billion 
for 11, 493 installations of 24 Federal agencies and wholly-owned Governm.ent 
corporations. The property consisted of (a) $ 2. 2 billion or 7. 3 percent, 



.,. 10 -

for land; (b) $ 14. 4 billion, or 47. 7 percent, for buildings; and ( c) $ 13. 6 
billion, or 45. 0 percent, for other structures and facilities. These figures 
do not include costs for (a) public domain; (b) lands withdrawn .from public 
domain for :national parks, forests$ and other conservation uses; (c) 
historical sites procured other than by purchase; and (d) trust properties. 
The land area reported amounted to 405.1 million acres. 

In issuing this first report (Senate Document No. 32) the Senate Com­
mittee on Appropriations requested that a second report be compiled as of 
June 30, 1'955, and that the reporting procedures and compilations be con­
tinued as of the end of each fiscal year thereafter. The Committee further 
requested an additional report to cover Federal properties outside of the 
continental United States, including specifically the properties in the Ter­
ritories of Alaska, Hawaii, Puerto Rico, and Virgin Islands, and including 
foreign properties as far as security limitations will allow. 

In June 1955 the· House Committee on Government Operations re­
quested the Comptroller General to obtain from the agencies and submit to 
the Committee a financial inventory of all real and personal assets located 
in the United States, the Territories and overseas which were held by the 
United States or wholly-owned Government corporations as of June 30, 1955 .. 
The committee staff made arrangements to obtain the information for this 
project directly from the Department of Defense and from the Judicial and 
Legislative Branches, except the Government Printing Office and the General 
Accounting Office. Replies from the agencies to the General Acc.ounting Of­
fice have been reviewed and released to.the Committee for inclusion in a 
"Property Inventory of the United States Government Realty and Personalty 
Located in the Continental United States, the Territories, and Over seas as 
of June 30, 195511 which will be submitted by the C~mmittee to the Congress .. 

In addition to the uses made by the Congressional Committees of this 
data, they also serve to highlight to the agencies, the General Accounting 
Office, and the Bureau of the Budget~ areas where improvements should 
be made for more effective financial management of inventories and other 
property, including the development of costs, in terms of the goods and 
services actua1ly applied in operations, as a fundamental basis for program­
ming, budgeting, accounting; an,d reporting .. 

6. Relief of Accountable Officers. The Congress enacted Public Law 
365, 84th Congress; approved August 11, 1955 (69 Stat. 687) which provides 
permanent authority for the Comptroller General to relieye disbursing of­
ficers in cases where the making of any illegal, improper or incorrect 
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payment was not the result of bad faith or lack of due care· on the disbursing 
officer's part. The Congress also enacted Public Law 334 1 84th Congress, 
approved August 9, 1955 (69 Stat. 626) authorizing the General Accounting 
Office to grant full relief to accountable officers for a physical loss or de· .. 
ficiency of Government funds, vouchers, records, checks, securities or 
papers in their charge where no fault or negligence on the part of such of­
ficers is involved. 

Implementing regulations were developed during 1955 and will be is­
sued soon after January 1, 1956. 

7. Bonding of Federal Employees. Public Law 323, 84th Congress, 
approved August 9, 1955 ( 69 Stat. 618) authorized Government purchase of 

, surety bonds for all employees required to be bonded by law or administra­
tive regulations. Implementing regulations were developed by the Treasury 
Department, in consultation with the General Accounting Office and the Bureau 
of the Budget, and were issued in Treasury Department Circular No. 969 
effective January 1, 19 56. 

The effect of this law and regulations cannot be adequately mea.s.ured 
at this time. However, experience in one agency - the Post Office 
Department - indicates great possibilities for economies without loss of 
adequate safeguards over public funds and properties. Prior to the enact­
ment of this law, the Post Office Department was required to control) process, 
and account for several hundred thousand individual bonds- each year to assure 
that all employees were properly bonded. The administrative cost of niain­
taining these records and· processing the individual bonds was estimated to 
be about $ 300, 000 a year. Pursuant to the .new law and regulations, the 
Post Office Department was able to bond all employees for a 2-year period 
at an annual premium cost of about $183,000, or a direct economy to the 
Government of about $ 117, 000 per year in this one department. In addition~ 
the savings to the postal employees is over $ 1, 300, 000 per year, the ag~ 
gregate annual cost to them of the bonds they were heretofore required to 
furnish. 

8. Consolidation of Lapsed Appropriation Accounts. Following exten· .. 
sive joint development work by the staffs of the General Accounting Office. 
Treasury Department, Bureau of the Budget, and the House Appropriations 
Corr.i.mittee, the Comptroller General on December 20, 1955 submitted to 
the Committees on Government Operations, Senate and House of Representa­
tives, at their request, suggested legislation to provide for the transfer of 
obligated balances of- appropriations, after they have lapsed for obligation 



... 12 ... 

purposes, into agency consolidated "n<)-year 11 accounts to cover disburse­
ments against valid obligations. The }?resent requirements are that (a) 
agencies and the Treasury Departmeni; must maintain separate annual ac­
counts for each individual appropriation until they have ''lapsed" £or dis­
bursing purposes in accordance with the provisions of existing law and 
(b) after a.n appropriation has 11 lapsed" for agency disbursement purposes, 
any bills payable under the appropriation must be submitted by the agencies 
to the General Accounting Office for settlement as a "claim" payable against 
·the Certified Claim.s Account of the Treasury Department. 

Under the suggested legislation agencies will pay and account for all 
their expenditures, including those under "lapsed" appropriations, subject 
to regulations to be prescribed by the Comptroller General. It will elin1·· 
ina.te one-third of the an.nual appropriation accounts presently maintained by 
the agencies and in the central accounts of the Treasury Department, and 
approximately 35, 000 "lapsed" appropriation accounts maintained by the 
General Accounting Office. The number of claims which presently must be 
subn1itted to the General Accounting Office for review, adjudication, and 
settlement annually will be reduced by about 60%. Necessary adjustment 
of General Accounting Office personnel will be accompli.shed within 18 months 
after the effective date of the legislation. 

The suggested legislation is now under consideration by the operating 
agencies and, following receipt of their comments, joint efforts of the staffs 
of General Accounting Office, Treasury Department, and the Bureau 0£ the 
Budget will be continued 'in refining and improving the draft bill .. 

9 .• Government Transportation Requests and their Utilization. The 
revised transportation request for passenger transportation was installed 
July 1 • 1955. This request is in punched card form and provides for con­
solidating rail and pullman charges on the same request instead of separate 
requests previously required. Experience has shown that savings will in 
the aggregate exceed the $ 150 ~ 000 a year originally estimated. This is by 
reason of (a) reduced printing costs and (b) reduced quantity of forms be­
cause of the consolidation of rail and pullman requests. Simplified procedures 
for effecting refunds from the carriers for unused tickets were also adopted 
coinci.dent with the use of the punched card form. 

The mechanized form also provides a basis for further study of the 
feasibility of centralized billing and payment of the transportation requests 
of civilian agencies which are presently diffused to about 1, 800 billing points 
and 30 payment points •. This and other suggested improvements relating to 
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procurement of passenger transportation are under active consideration. 
On August 11, 1955 the Bureau of the Budget requested the views of all 
Government agencies and the views of representatives of the carriers as 
to the following matters and replies are being evaluated: 

(a) Whether a traveler on official Government business, 
with certain exceptions, should be directed to pay cash for 
transportation tickets in amounts of $ 15 or less. The 
present maximum is $ 10 on a permissive basis. 

(b) Whether a central payment facility should be es­
tablished for the processing of the invoices from the 
carriers for passenger transportation furnished, and 
the payment of such invoices. 

The Department of Defense which already has provision for centralized 
payment in each of the constituent services is using the new mechanized 
form of request to streamline its accounting and reconciliation procedures., 
In addition, some of the carriers have taken advantage of the punched card 
form to mechanize their billings.· 

10. Cooperative Systems Work Oyer seas. The develop1nent of co­
operative efforts to improve the accounting and related systems and procedures 
in use in over seas organizations was accelerated during 1955. The United 
States Air Forces in Europe (USAFE) have taken action to organize a project 
team, with full participation by the European Branch of the General Account­
ing Office, to improve the procedures and increase the accuracy of base 
level inventory accounting. The joint team will function at a typical Air Bases 
tentatively the Neubiberg Air Force ,Base., and is authorized to study and 
analyze both the supply and accounting procedures in order to develop a 
simple system which will insure a high degree of accuracy in both item and 
monetary inventory accounting. Both USAFE and the European Branch of 
the General Accounting Office have agreed that additional projects will be 
established during 1956 in other areas of accounting and related procedures 
within the scope of the Air Force Financial Management System. 

Effective December 1 1 1955, the United States Army in Europe {USAREUR) 
organized a Field Assistance Team, with full participation by the European 
Branch of the General Accounting Office, to implernent the various facets of 
the Army Financial Management Plan and, in connection therewith, to gener­
ally improve the accounting systems and related procedures in the European 
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Theater.. This team is charged with making on ... the- spot systems changes, 
conducting service tests and informing both the Department of the Army 
and the General Accounting Office of procedtiraT difficulties encountered at 
the installations which are directly attributable to cumber some or inade­
quate procedures or regulations prescribed by Washington or other Continen­
tal United States headquarters. In order to facilitate the accomplishment 
of its mission and to cover many areas during 1956, the team is authorized 
to organize working groups at each installation under study, as appropriate, 
comprising on-the-job personnel from both the operating and accounting 
areas. 

11. General Regulations and other Miscellaneous Developments. Regu­
lations and other communications are issued by the General Accounting Of­
fice from time-to-time to provide uniformity throughout Government in ac­
counting and related processes when such uniformity is appropriate.. Before 
they are issued$ the subjects are reviewed and discussed with the Treasury 
Department, the Bureau of the Budget, and representative agencies to obtain 
full understanding of problems involved. They are synchronized with neces­
sary implementing regulations and instructions issued by the Treasury De­
partment, the Bureau of the Budget, and the other agencies. 

The General Accounting Office issued three new Accounting Systems 
Memorandums and four new General Regulations during the year, and com­
pletely revised five Accounting Systems Memorandums and two General 
Regulatidns. In addition, new or revised amendments were made to 14 
existing General Regulations and Accounting Systems Me1norandums. Ap­
proximat~ly one-half of the changes covered revisions in accounting require­
ments of 1the agencies and the Treasury. Department resulting from the 
changes 1n central accounting and related disbursing and reporting proced­
ures. These changes resulted in substantial simplifications in many areas 
of agency accounting and reporting in relation to the central Treasury ac­
counts. 

Other areas in which simplifications with adequate safeguards, were 
effected by the issuance of these regulations are: 

(a) General Regulations No. 121, dated January 21, 
1955, covered the responsibilities of all Goverrirnent agen­
cies with respect to the unofficial use of Government facili­
ties and the action to be taken in effecting collection for 
such use. 

(b) General Regulations Noc 123, dated May 1, 1955, 
contained new procedures, effective July 1 1 1955,, for the 

authorization and payment of passenger transportation 
services .. 
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(c) General Regulations No. 124, dated November 23, 
1955, provided procedures for direct settlement of ac­
counts of .deceased men1bers of the Uniformed Forces by 
the departments, as provided by Public Law 147, 84th 
Congress, approved July 12, 1955. 

(d) Accounting Systems Memorandum No. 37, dated 
March 23, 1955,, established procedures for end-of-year 
transfers of unpaid and overpaid balances in the individual 
pay accounts of military and civilian personnel of the 
Government, as authorized by Section 3(a) of Public Law 
497, approved July 15, 1954 (68 Stat. 483). 

Simplifications of procedures directly affecting the general public 
were included in several of the changes. Accounting Systems Memorandum 
No. 38,, dated March 9, 1955, eliminated the requirement of a formal certi­
fication on public utility invoices submitted to the Government where the 
rates charged are fixed or adjusted by Federal, State 1 or other regulatory 
body. Supplement No. 4 to General Regulation No. 50-Revised, dated June 14, 
1955, established guidelines for determining when claims against the United 
States are of such 11 doubtful 11 nature as to require the agencies to submit 
them to the General Accounting Office for settlement. As a: result, many 
types of "claims" previously submitted by the agencies to the General Ac­
counting Office for settlement will be settled directly between the agency 
involved and the claimant. 

Supplement No. 10-Revised of General Regulations No. 51, dated 
March 7, 1955, eliminated the necessity of a payee signature on vouchers 
paid in foreign countries where a depositary check is issued in payment. 
Supplement No. 4 of General Regulations 115-Revised, dated March 30, 1955, 
simplified the procedures relative to the program for the disposal of old 
fiscal records and extended the benefits of the program to the Department of 
Defense and the Post Office Department which were formerly excluded from 
this program. 

On August 2 6, 19 5 5, all departments and establishments were notified 
by the General Accounting Office of the agreement between the Government 
and the Western Union Telegraph Company whereby that company agreed to 
extend credit cards to the Government agencies for use by field offices where 
infrequent use of telegraph facilities was involved, with consolidated billing 
for messages to central or regional offices designated by the agencies. 
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This is to correct situations where, to cite a particular example 1 I , 000 
bills for telegraph services in an average amount of $ 1. 56 each, were 
processed by numerous small field!, offices and were individually paid by 
one central office ·during a fiscal year. About 80 percent of the sepal."ate 
bills covered one message each. 

A related simplification and consolidation of bills for telephone toll 
charges was effected dul"ing the year by agreement with the telephone 
companies. Toll charges are now billed in total supported by the original 
toll tickets prepared by the operator at the time the calls are placed. 

Previous progress reports have mentioned the issuance in March 1952 
of joint regulations for the establishment and use of imprest funds and the 
release of a General Services Admi.nisfration circular in August 1953, which 
was designed to promote greater use of simpH.fied procedures (including 
imprest funds) for making small purchases. As a result, the number of 
authorized imprest funds in the civilian agencies utilizing the services of 
the Division of Disbursement has grown from 44 in early 1953 to 207 at 
the end of that year, and to 799 as of December 31, 1955. In the Depart ... 
ment of Defense the experience has been similar. For example, in the first 
.fiscal year after issuance of the joint regulations the numbe1" of imprest 
funds authorized in Defense increased from 607 to 1, 158. 

Experience has proved the value of the use of imprest funds for making 
small purchases through the decrease in paper work and the elimination of 
numerous checks for small amounts that would otherw:lse have been needed. 
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PART II 

ACCOUNTING DEV;ELOPMENTS 

IN 

INDIVIDUAL AGENCIES 
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PART II 

ACCOUNTING DEVELOPMENTS IN INDIVIDUAL AGENCIES 

FOREWORD 

Government accounting, budgeting_, and related financial processes 
attain their fullest usefulness to the degree that these processes in the in­
dividual agencies contribute to the most effective and economical planning 
and execution of the Government programs for which each agency is respon• 
sible. The Budget and Accounting Procedures Act of 1950 and the Joint Ac­
counting Improvement Program emphasize the importance to management 
of adequate and effective accounting and related procedures. This Act, and 
similar related legislation, placed direct· responsibility on the heads of the 
agencies for developing and installing accounting systems and related pro­
cedures suitable to their management needs. · It is obvious, therefore, that 
the attainment of adequate accounting and related processes throughout 
Government depends to the fullest extent on the initiative within each oper­
ating agency in developing its accounting and other financial management 
processes based on an aggressive internal evaluation of the management 
needs to be served. 

The illustrations which follow provide some idea of the substantial im­
provements which were made during calendar year 1955, primarily through 
agency initiative and may encourage other agencies in their efforts with 
similar problems. They are not intended to be all-inclusive as to every im­
provement in every agency. Nor does the report attempt to evaluate these 
accdmplishments in relation to the work that remains to be done" However, 
these 1955 accomplishments, when related in cumulative effect to the ac ... 
complishments of prior years, give positive indication of the m.omentum 
that has been achieved in the forward drive· toward adequate Government ac­
counting through the stimulation of initiative by the operating agencies par­
ticipating in the Joint P1·ogram .. 
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DEPARTMENT OF AGRICULTURE 

Departmental 

The Office 0£ the Secretary p through the Office of Budget and Finance, 
continued to furnish leadership and guidance to the constituent agencies of 
the Department in the development of improved accounting systems and 
procedures. This was performed with the cooperation of the Accounting 
Systems Division of the General Accounting Office in the furtherance of the 
objectives of the Joint Program to Improve Accounting in the Federal 
Government. 

In these efforts~ consideration was given to the size and type of or­
ganizations, extent of field activities, the nature of the programs conducted 
and the specialized types of internal control required, with a view to pro­
viding more meaningful, timely, and reliable financial data for local 
management use and reporting to control agencies. The revision and develop­
men-t of accounting systems was actively conducted during the year in twelve 
constituent agencies of the Department and has progressed to various stages 
of completion. Revised accounting systems, together with implementing 
manuals, for the Office of Information and for the Rural Electrification 'Ad­
ministration are substantially completed and will be submitted to the Comp­
troller General for approval in the early part of 1956.. The accounting 
system for the Farmer Cooperative Service was approved by the Comptroller 
General during the year. 

Continued attention was directed to strengthening agency internal audit 
activities through expansion of audit coverage with e·mphasis on the ap­
praisal aspect of internal audit. In line with the announced policy of the 
Department, most of the constituent agencies have revised the objectives 
and nature of their internal audit operations and others are in the process 
of revising their audit programs o Assistance was rendered to agency audit 
groups through review of their coverage, extent of check, and reporting .. 
Action has been initiated to improve the reporting of audit findings to agency 
and departmental officials and for the institution of necessary corrective 
action. 

Continuous study and effort was directed toward the adaptation and 
modification of the Department's fiscal policy and methods to conform to 
changing accounting concepts and reporting requireu,1.ents. Attainments in­
cluded: ( 1) Fiscal procedures for handling and controlling Treasury cash 
were changed in line with the improvernents and sin~plifications rnade by 
the Treasury Department and new cash reconciliation procedures were 
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installed throughout the Department; (2) a departmental-wide plan was 
adopted for the payment of transportation vouchers as submitted with 
unused tickets being returned to the carriers for refund; and (3) revised 
regulations and instructions were developed to provide for uniform handling 
of (a) the settlement of claims by the Department and by the General Account­
ing Office; (b) reports covering uncollectible accounts due the Government; 
(c) deductions for group life insurance, delinquent Federal income taxes 
and State income taxes; (d) inquiries concerning unemployment compensa­
tion; and (e) payrolls for premium pay of employees as the result of the 
Public Law 763, 83d Congress (68 Stat. 1105). 

Surveys of the management and accounting for personal and real prop­
erty were conducted throughout the Department jointly with the General 
Services Administration and the General Accounting Office. The constituent 
agencies in which these surveys were conducted are: Office of tl!l.e Secretary; 
Agricultural Marketing Service; Agricultural Research Service;! C01nmodity 
Exchange Authority; Commodity Stabilization Service; Farmer q ooperative 
Service; Farmers Home Administration; Federal Crop InsurancF Corpora­
tion; Foreign Agricultural Service; Forest Service; Library; Office of the 
General Counsel; Office of Information; Rural Electrification A4ministra·­
tion; and Soil Conservation Service. 

Particular developments in constituent agencies follow. 

Agricultural Marketing Service 

Improved coordination between budget and fiscal operations developed 
during the year has resulted in the increased effectiveness of the account­
ing operations, and has facilitated the budget operations. Procedures were 
developed to provide for the preparation from the accounting records of 
periodic reports of estimates, collections and balances for the use of the 
budget office in analyzing the status of estimated receipts and advising the 
program divisions of deviations from plans which indicate need for revisions 
of estimates. 

Procedures for documenting, recording and reporting the available 
fund transactions of trust and special funds were improved to produce data 
for budget and fiscal reports that can be promptly compared with summary 
figures in the -Combined Treasury Statement. -

Reporting from the field has been reduced without impairing the internal 
controls and reporting requirements of the Washington, D, C., level. 
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During the year all non.expendable property was recorded in the 
general ledger accounts of the three Area Administrative Offices estab­
lished in 1954. Accounting procedures were developed for recording i.n 
the general ledger aH transactions affecting this' class of assets, including 
transfers of accountability between areas. 

Initial organization and staffing of the Program Appraisal and Audit 
Division was accomplished during the year. This made it possible to 
broaden the scope of 'the audit program and give increased emphasis to 
appraisal of program operations. Audit program procedures also were 
designed to utilize audit reports rendered by State age1:icie s or public ac­
counting firms. Surveys and .audits in line with this broadened scope were 
completed for many activities, and the findings and recommendations 
covered a wide range of fiscal and adm.inistrative matters required to 
develop a financial cbntrot system. that will best serve the needs of manage­
ment. 

Agricultural Research Service 

Carrying through with the organization started in 1954, .four Regional 
Business Offices were es,tablished on May 27, 1955 to conduct the adminis­
trative actiyities' of the field offices of the Service. Regional functions and 
responsibilities are being assigned to the offices on a progressive and 
scheduled basis. This regionalization, when co-mpleted, will result in the 
decentralization of accounHng now performed at Washington., D C .. , to the 
Regional Business Offices and a centralization in such office of disbursing 
and related accounting now performed by numerous field lbcations through­
out the United States. 

In the functions and activities regionalized to date, disbursement 
schedules for all regular field activities are now processed at the four 
regional field offices (the locations where the official accounting records 
are maintained) rather than at forty~four field office$ and disbursement 
functions are handled at only four Regional Disbursing Offices of the 
Treasury Department rather than by twenty-three such offices .. 

During the year, the Congress enacted Public Law 352 {84th Congress) 
which consolidated various laws authorizing appropriations for the support 
of the agricultural experiment stations in the States., Alaska, HawaH and 
Puerto Rico. The consolidation simplified budgeting and at counting require­
ments for the Department of Agriculture ~nd for the States, Territories 
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and Puerto Rico since separate budgets and· accounts' were required under 
each of the various -acts providing for the grants. In the Agricultural 
Re search Service, this permitted a reduction 'from twelve to four in the 
number of appropriation limitations for experiment station funds. 

Initial staffing of the Program Appraisal and Internal Audit Staff was 
completed during the year and progress was made in the survey and audit 
work undertaken. Fourteen reports of audit findings were made to the 
proper administrative officials. 

Commodity Stabilization Service 

A comprehensive survey of administrative and appropriated fund finan­
cial practices and accounting procedures was completed by Commodity 
Stabilization Service and Department o{ Agriculture representatives, with 
the assistance of General Accounting Office. A report has been submitted 
which includes numerous recommendations for consideration of the Service 
for improving their accounting system. ':Dhe recommendations include pro­
posals. for simplification of financing mechanisms, obligation and expendi­
ture records; general ledger accounting, and document handling; for placing 
uniform accounting control over budgetary transactions; for further 
strengthening of the reporting program; for closer integration of budgetary 
and accounting processes; and for introducing consistency into decentralized 
accounting processes. The machine accounting procedures for payrolls 
that were installed in the Washington field fiscal office early in 1954 and 
extended to the Denver office late in the year, continue to produce· benefits 
such as more prompt tax reports» and more accurate pay control records. 
The introduction of group life insurance deductions and tax withholding for 
local taxing bodies was easily handled under the new system. 

General Ledger financial control over all nonexpendable personal 
property in the hands of the Service was established as of June 30, 1955. 

The appropriation structure was adjusted in the 1957 budget to simplify 
and improve the budget presentation of the Service. Four appropriations 
previously made to reimburse the Commodity Credit Corporation for services 
involved in the disposition of surplus commodities have been consolidated 
into a single item to present an over-all picture of this program. 

Farmer Cooperative Service 

A manual covering the accounting and financial reporting system for 
the Service was submitted to and approved by the Comptroller General on 
June 61 1955. The approved accounting system provides: (1) time 
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reporting to develop the distribution of costs; (2) control of funds where 
obligational authority is vested; (3) simplified obligation control registers 
which eliminated all allotment ledgers} (4) direct accounting support for 

· the budget; and (5) general ledger control over personal property~ with 
·composite detail records. As a result the control and management of 
property has been substantially simplified and improved. 

Farmers Home Administration 

Procedures in connection with the assignments of insured loans be­
tween private lenders and between private lenders and the Government were 
revised. The change has expedited the processing of assignments, and 
St. Louis, Missouri has been designated as the central point with which 
lenders on insured loans will deaL 

An "Assignment in Trust" procedure was developed in connection with 
the insured Mortgage Loan Program This procedure permits private 
mortgage holders to assign mortgages to the United States in trust for the 
holders of the related secured notes. Two principal advantages result: 
( 1) the insured mortgages are more attractive to lenders because the loans 
can be assigned by endorsing the notes and the previous requirement 0£ 
executing and recording the assignment of the mortgages has been eliminated, 
and (2) servicing actions such as subordinations,, partial releases, and 
satisfactions can be processed without direct participation by the holders 
of the notes. 

Leg{slation was passed during the year permitting the processing of 
current Farm Ownership loans on the basis of designating the Government 
as the mortgagee rather than the lender. On this basi~ the loans are in-. . 
sured rather than the mortgages, thereby accomplishing the same objectives 
provided by the "Assignment in Trust" procedures outlined above for this 
farmers' assistance program. 

ForeignAgricultural Service 

Based on recommendations in the survey report completed in 954, 
revisions have been made in the Service's accounting system a Implementa­
tion to date has included the adoption of a com,pletely .revised chart of 
general ledger accounts, general ledger control over all receivables and 
nonexpendable property$ simplified forms for subsidiary ledger accounts, 

,and improved procedures for developing accounting support for budget ac­
·tivitie s. 
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An accounting manual, covering the revised accounting system, has 
been drafted and is being rev\ewed by the Office of Budget and Finance, 
Office of the Secretary, preparatory to its submission for the approval 
of the Comptroller General. 

In addition to the revisions already implemented, the accounting 
manual provides for the development and use of representative formulas 
as bases for the distribution of central service costs to the organizational 
divisions with intention of fund control at the appropriation level and a · 
minimum number of allotments. 

During the year, the Service was placed under comprehensive audit 
by the General Accounting Office. 

Forest Service 

Accounts receivable for timber sales transactions were put under 
general ledger control in all regional offices effective July 1, 1955. 

During the year a consolidated deposit fund account was established 
.with the Treasury Department for selected areas. This deposit fund ac­
count is credited with receipts relating to timber sales, which in al~ cases 
are received before the timber is cut, and the funds are distributed 
quarterly to appropriate receipt accounts. This consolidated account 
eliminated three deposit fund accounts previously required for making re­
funds of unearned deposits. It also reduced the number of entries required 
in the receipt accounts and stated these accounts in the amounts actually 
earned. 

A major service-wide development during the year was the installa­
tion of an improved and simplified method of accounting for collections 
from timber operators for timber stand improvement work on areas cut 
over by purchasers. Accounts are now pooled by National Forest or 
similar administrative unit, whereas in the past the collections and 
expenditures were segregated by several thousand individual purchaser and 
sale area accounts. This improved accounting practice has made possible: 
( 1) more effective and simplified financial and program management and 
(2) elimination of over 15, 000 detail accounts to date. 

All locations were authorized during the year to establish and use the 
imprest cash fund procedures which had been previously tested in a few 
field units on an experimental basis. 
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A joint survey by representatives of the Office of the Secretary of 
Agriculture, Forest Service, and the General Accounting Office of the 
accounting and related operations of the Agency was conducted during 
the year, and a report with recommendations was developed. Included 
in the recommendations submitted for consideration are (a) development 
of adequate general ledgers, subsidia1·y records, and classification of 
cost accounts and (b) additional decentralization of accounting from 
regional offices to national forest level to eliminate duplication. 

The joint survey included revenues and receipts of the Agency and 
recommendations were submitted to strengthen controls, simplify pro­
cedures and develop a classification of accounts to produce more useful 
management information.. The Agency has segregated responsibilities 
for handling collections in regional offices to strengthen internal controls 
and has simplified procedures by eliminating duplicate collection registers 
at about 150 national forest offices. Most of the other recommendations 
have not as yet been implemented but tests are being conducted. 

Concurrently the Service has proposed the establishment of a working 
capital fund in the 1957 budget to provide an improved method of financing 
and accounting for internal operations which service the agency's work 
programs. The use of such a revolving fund will enable operation of the 
service functions in a more businesslike manner and eliminate budgetary 
implications that are encountered in financing these functions out of an­
nual apptopri.ations. 
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DEPARTMENT OF COMMERCE 

C cast and Geodetic Survey 

As the result of the study initiated last year a new accounting system 
has been developed by the Agency in cooperation with the Office of the 
Secretary and the General Accounting Office. Parts of the system which 
have been completely developed and tested were placed in operation on 
July 1, 1955, and developmental work is continuing on new procedures 
to be used in other major areas of the Agency 1 s accounting operations. 
The system contemplates the integration of project cost accounting and 
the adoption of the accrual basis of accounting. 

The new system will be submitted in manual form to the Comptroller· 
General as soon as it has been tested for a sufficient time to determine 
its adequacy and to make changes and modifications as required. 

Maritime Administration 

On March 2, 1955, the Comptroller General of the United States ap­
proved the accounting system of the Maritime Administration and Federal 
Maritime Board, as to basic principles, standards and related require­
ments, with the understanding that the submission of the system for review 
and approval was not intended to include the area of inventories and prop­
erty accountability because certain aspects of this area were still under 
study and consideration. As a result of the revised system, the Office of 
the Comptroller was able to supply the Budget Office with cost-type budget 
statements. 

During the year Maritime eliminated a long standing duplication in the 
recorded valuation of vessels in the reserve fleets, The valuation of Mari­
time owned vessels includes an estimated amount for vessel outfits and 
spare parts. In the past when certain vessels were placed in the reserve 
fleets, the vessel outfits and spare parts were removed from the vessels 
and either sold or picked up in other asset accounts without a reduction 
in the valuation of the vessels. The amount of the duplication, about 
$ 23, 000, 000, was set up during the year in a newly created valuation re­
serve account which is an offset to the recorded value of Maritime vessels. 
A change was also made in the property accounting procedures so as to 
preclude such duplication in the future. 
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Bureau of Public Roads 

During the year the Bureau initiated a study of its ac.counting system 
£or the purpose of improving its usefulness to management. The study is 
being performed with the assistance of the Office of the Secretary, Depart­
ment of Commerce and representatives of the General Accounting Office. 

As a result of this study a new and improved system was developed 
and submitted for management approval during the year covering the ac­
counting and statistical recordation of Federal-aid to the States. It is 
anticipated that if the new system is adopted considerable duplication will 
be eliminated with resulting savings. 

The study is continuing in all other phases of Bureau activities. 
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DEPARTMENT OF DEFENSE 

Department-Wide 

The Office, Secretary of Defense, provided general policy guidance, 
assistance, and direction to the accounting improvement program of the 
military departments during the year. Some of the more significant im­
provements which affected all departments are de scribed in the following 
sections: 

Mutual Defense Assistance Program. A Department of Defense 
directive covering revised policies for financing, funding, accounting, and 
fiscal reporting was issued in accordance with Section 110, Public Law 778, 
83d Congress. The directive provided for an equating of cumulative deliver­
ies and expenditures for fore1.gn aid by reimbursement to or from the ap­
plicable military appropriations. After settlement of the old accounts the 
new procedures provide for financing the procurement lead time for com­
mon items in the applicable military appropriations with a reservation of 
·military assistance funds on the basis of orders o The military appropria­
tions are reimbursed only on the basis of deliveries •. The procedures 
greatly simplify accounting in the s1ervites where in the past deliveries 
under the foreign aid programs, in many cases, had little relationship to 
the original obligation and expenditure of funds due to diversions resulting 
from priority allocations. 

Military Construction. Through efforts of a Department of Defense 
inter service committee, uniform facility classes and construction categor­
ies were prescribed for use in identification and classification of real prop­
erty• The uniform classification wiU be used by the services for planning 
and programming, budgeting, accounting and reporting in the areas of con­
struction, inventory, and maintenance of real property. 

Simplified Disbursing Procedures. In accordance with revised Treas­
ury Department and General Accounting Office regulations the funding of 
disbursing officers 1 checking a.ccounts in the military services has been 
eliminated. Disbursing officers are held accountable on a checks issued 
and collections realized basis. Disbursements are controlled under the 
normal appropriation accounting systems maintained by the departments. 
Considerable work has been eliminated in requisitioning funds, making 
transfers between disbursing officers, and reconciling checking accounts. 
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Transportation. In June of 1955, the Assistant Secretary of Defense 
(Comptroller} established a com1nittee consisting of representatives of 
his office, the military departments and the General Accounting Office" 
The purpose of the committee is to develop a comprehensive program for 
the improve1nent of transportation accounting and traffic management in 
the Department of Defense. Through prelimi.nary study the committee is 
currently identifying specific areas where potential savings and improve­
ments are greatest.. 

One of the hnmediate efforts as a result of General Regulations No .. 
123 (approved by the C omp·troller General on May 1, 1955, and dealing with 
passenger transportation) was to simplify procurement of first-class rail 
transportation. The use of a single transportation request for both rail 
and Pullman accommodations was authorized. Savings in preparation and 
handling such requests and related billings are indicated by the use of 693 
thousand Pullman requests in a recent year by the Department of Defense. 
The new punch card transportation requests are also considerably cheaper 
than the previous forrns in use In addition to the Government-wide economy 
in printing costs, the new form of transportation request will provide sub­
stantial savings to the military departments in processing and accumulating 
accounting and statistical data. 

The adoption of standardized ticket refund procedures on July 1., 1955, 
by all the military departments will provide faster and 1nore accurate service 
from the carriers, facilitate a rate audit of the amounts refunded~ and 
simplify training of personnel. 

Major improvements which have taken place in the military departments 
are listed below. 

Department of the Army 

Integrated Programming, Budgeting 1 Funding and Accounting, Probably 
the most significant accounting improve'ment project in Army is the develop..;, 
ment of an integrated system of accounting to provide for the basic functions 
of programming, budgeting, funding and related reporting keyed to a common 
account structure. As one phase of this basic objective, steady progress 
has been made during the year in the combining of allotment accounting 11 

disbursing, and the preparation of payrolls in Finance and Accounting Offices 
at the installation level. The program for overseas commands was com·pleted 
during the year with the establishment of such offices at 41 installations,. 
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In the Technical Services the program is well along with the majority of 
162 programmed conversions completed. Work has also progressed on 
the subsequent phases of incorporating other independent systems into the 
basic accounting structure. Integration of financial inventory accounting 
is scheduled for January 1, 1956 and procedures for including revenue 
accounting are now being tested. 

A new system of financial control at Army posts, camps, and stations 
is being tested at Fort Jackson, South Carolina. The system establishe's 
a tJ:iree-point process of management planning and control as follows: 

1. Workload is scheduled (program planning) and re­
source requirements, including funds, are forecast (opera­
ating budgets). 

2. As the work is performed the consumption or use 
of resources is recorded (accounting for costs, fund·s, and 
other resources). 

3. The work accomplished and cost of all resources 
(including funds) used are compared with the forecasts and 
the effectiveness of the scheduled operation is evaluated 
(reporting), This also serves as a basis for establishing 
or revising previously established forecasts for ensuing 
operations. 

Recognition is given in the system that the most effective management 
control of resources is exercised at the point of consumption. The system 
introduces the concept of the control of costs of operations as a primary 
management device as contrasted to past major emphasis on the obligation 
and expenditure of funds. 

A similar system in the area of depot operations has been developed 
and is being tested at Atlanta General Depot and at Letterkenny Ordnance 
Depot, Important, features of the system are: 

1. The Depot Commander is given authority and re­
sponsibility for all depot operations, and is as signed one 
superior to whom he looks for direction and who evaluates 
his performance. 
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2. Programming is extended to the depot level. A 
complete operating program is developed setting forth the 
work to be accomplished and the resources to be utilized. 
The program incorporates total requirements including 
necessary installation support. 

3. Control of depot operations is based on the 
operating program. Fund lirnitations are established 
at a minimum level for the activities of the depot. The 
Depot Commander executes as signed missions through 
the best possible use of all resources and not simply in 
relation to the funds available. 

4.. Manpower planning, control, and performance 
are included as planning factors and management elements. 
They are incorporated into the system and are not sepa ... 
rately treated. 

5. Performance is evaluated on the basis of operat­
ing program accomplishments. Work programmed is com­
pared to work accom.plished .. Resources available are com­
pared to resources consumed .. 

Improved System of Financial Control for the Ordnance Corps. As a 
pr.eliminary step in the establishment of an improved system of financial 
control in the Ordnance Corps, a system was developed and installed for 
acc10unting and reporting for assets,, liabilities and the cost of operations 
at ammunition plants,, works and the Jefferson Proving Ground. The 
system is based on a home-office~ branch-office reciprocal relationship. 
Double entry accounting on the accrual basis has been adopted with provi­
sion for over-all consolidated reporting and comparison of operating ef­
ficiency. 

Financial Inventory Accounting e Dollar accountability for inventories 
was established at 16 additional major installations in the Continental United 
States with six more scheduled for January 1, 1956. The system is now in 
use in 90 overseas depot sections and in the Continental United States in 55 
depots, 47 major installations and 12 market -centers and procurement of­
fices. 

A simplified procedure has been developed and is being considered for 
installation in depots in Okinawa and Korea$ Also,, a report on the value of 
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bulk inventories in overseas posts, camps, and stations has been made 
which will contribute to a policy determination on extension of the system 
in this area. 

The tremendous scope of the inventory management control problem 
in Army is indicated by the total values reported June 30, 1955, under the 
Financial Inventory Accounting System - $ 20. 5 billion. This included 
·91 % of overseas stocks not in the hands of troops and in e~cess of 95% of 
similar Continental United States stocks. 

Stock Funds. During the year the Army Stock Fund was extended to all 
overseas commands with the exception of Austria where only the Medical­
Dental Division was established. With the inclusion of Engineer parts and 
components as of July 1, 1955, the Stock Fund now contains nearly all 
consumable material in the depot distribution system (some 950 thousand 
supply items), The extension of the Fund below the depot level is being 
tested on a trial basis at six stations in the Third Army. The station test 
installation is now being evalUated on its practicability and usefulness. 

Primary emphasis has been given t_o the use of revolving fund financing 
of inventories. Under this method of financing, charges are made to the 
using appropriations at the time of consumption rather than when purchased. 

Indus.trial Funds. J'he development and installation of an industrial­
type system of general accounting and cost accounting, with its related fund 
control techniques 1 was completed at two additional installations. With 
the discontinuance of one activity, due to dispersal of the mission to other 
locations, the total industrial-type activities operating under the Fund is 
18. Typical examples of economies effected in the installations involved 
are as follows: 

1. The materials and supplies category of inventory 
was reduced approximately $ 4:3 million, or slightly over 
50% through progressive inventory screening during the 
1955 fiscal y~ar. ·The reduction facilitc:ttes improved in­
ventory control and results in substantial savings in care, 
handling and surveillance costs. 

2. A reduction in annual operating costs of $ 1, 015, 700 at Pine 
Bluff Arsenal is attributed to improvements effected through an en­
gineered standards program. 
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3.. Highlighting costs helped lead to improved produc­
tion processes and methods for the Thermal Battery Pro­
gram at Frankford Arsenal. Savings are estimated at 
$ 700, 000 annually on a production base of 140; 000 bat­
teries. 

Material improvements in management of operations under Industrial 
Fund financing have been achieved during the year. Also, the systems 
being developed a~d installed for depots, posts, camps and stations, and 
for major procurement in Ordnance are significant efforts to adopt the 
principles of good business practice where better results in programming 
work can be obtained, by simplified accounting techniques, through the 
use of appropriated funds as the method of financing. 

Administrative Control of Appropriations e Progress toward mini­
mizing the compartmentalization o_f funds has been made through revision 
of the budget structure under the Army Maintenance and Operations Appro­
priation. The proposal is in the final stages of coordination prior to sub­
mission to the Office, Secretary of Defense for approval. 

Improved Civilian Payroll Procedures. As a result of the simplified 
payroll procedures inaugurated during 1953 the Army has now attained a 
staffing ratio of one payroll office employee to 343 employees serviced. 
This surpasses by 43 accounts the ratio established as a target to be at­
tained by July 1, 1955 e Based upon the current average salary of payroll 
employees and the number of employees paid, this improvement represents 
an annual reduction of $ 500 ~ 000 in the administrative cost of paying civilian 
employees in addition to the $ 2 million annual savings previously reported. 
In achieving this ratio, control requirernents have been decreased without 
sacrificing validity or accuracy; peak workloads have been reduced; and 
duplicate efforts resulting from organizational concepts of dual responsi­
bility have been eliminated .. 

Transportation. The Army has developed a plan for bulk purchase of 
tickets where a continuous need exists. The plan will be tested in the Third 
Army area. Through greater use of round-trip tickets an annual savings :of 
$15,000 is anticipated in this test area alone. In addition, over 70,000 
transportation requests a year will be eliminated with considerable saving,s 
in administrative costs. 

Internal Audit.. Overseas contract and internal auditing previously 
under the control and direction of the Commands was transferred to the 
Army Audit Agency. Major advantages of the transfer are: 
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l • Placing the audit function in an independent audit 
group provides an objective appraisal of operations. 

2. More qualified people are made available for over­
seas billets through the utilization of Army Audit facilities 
for recruitment and training. Also, a rotation plan has 
been developed for maximum utilization of available per­
sonnel. 

3. Uniform application of .audit procedures and pro­
grams is provided for. 

Army Audit Agency suboffices were established at 20 large installa­
tions for the principle purposes of providing continuous internal audit 
protective services to commanding officers and to increase the effective­
ness of annual audits. A small staff stationed at each site for continuous 
audit purposes is augmented by a larger temporary group to conduct the 
annual audit. 

Military Construction Activities. The Army has developed the proce .... 
dures and forms to present a complete picture of the status of the military 
public works program for authorizations, appropriations and progress 
repo·rting. Since it is planned to have the basic forms uniform for the three 
services, their utilization by Army is pending approval of the interservice 
committees set up by the Department of Defense. 

The Corps of Engineers has developed a double entry accrual account­
ing system which incorporates the cost acc01.mts, the allotment accounts, 
and related property and liability accounts. The system is similar to that 
developed and in use for Civil Works construction. Conversion to the 
system is expected early in 1956. 

Department of the Army - Corps of Engineers, Civil Functions 

In recognition of the increased and improved management information 
available as a result of the new programming and accounting system now 
in use, the Corps was requested and is preparing a cost-type budget for 

·the 1957 fiscal year presentation. In view of the fact that the request was 
made late in the year the initial preparation will be limited to the appro­
priations for General Investigations; Operation and Maintenance, General; 
General Expenses; Niagara Remedial Works; and United States Section, 
Saint Lawrence· River Joint Board of Engineers. 
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All emergency flood control activities formerly included in several 
classes under various appropriations were consolidated into a single class 
under the Opera-Hon and Maintenance, General appropriation. The change 
presents a total picture of this type of activity and facilitates budgeting, 
scheduling and control. 

cost estimating has been improved and streamlined with 
special attention to clear presentation, careful justification of revision 
of estim.ates, and full explaination of required Federal or contributed costs. 

Significant activities formerly absorbed as overhead, and consequently 
distributed to projects which they did not benefit, have been carefully de­
fined and are specifically budgeted and accounted for to provide full dis­
closure and in1proved control. 

Performance reports have been further improved, particularly with 
respect to obtaining qualitative narrative summaries of accomplishments 
and problems for management information on an exception basis. 

Policy agreement was reached by the Department of the Interior, 
Federal Power Commission and the Corps of Engineers ori the method of 
allocating costs to the various purposes of multipurpose projects. .The 
agreement also covered such items as interest during construction~ dates 
facilities are placed in se:rvice, operation and maintenance, and procedures 
for computations. The agreement filled a vital need in providing for uniform 
treatment of similar item.s in the agencies and paved the way for final 
determinations with respect to completed projects for which only tentative 
distributions could be made. 

The accounting portion o:f the programming and accounting manual has 
been rewritten. Numerous refinements and improvemenb 1 put out in 
multiple letter form since the manual was published, have been incorporated. 
The new edition features better integration and cross-reference of material 
as well as simplified instructions. Initial drafts have also been developed 
of a similar revision of the programming portion of the manual. 

Department of the Navy 

Inventory Control.. As a result of intensive efforts at screening Naval 
inventories, over $ 1 ."5 billion d excess and surplus property was disposed 
of during the fiscal year 1955" In addition approximately $,68 million of 
excess material was redistributed for use within the Navy. 
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Stock Funds. During the year Navy continued to conduct an aggres­
sive program for achieving refinements and improvements in the manage­
ment of its Stock Fund inventories. Clarifications of policy guidance were 
issued in the fields of long supply, inventory pipeline, mobilization reserve 
stocks, and material custody and accountability. A maximum authorized 
investment level in peacetime operating stocks was established for each 
category ·of Navy Stock Fund material. This was the first time that in­
ventory managers were provided with specific guidelines on arriving at 
and maintaining maximum authorized dollar levels in peacetime operating 
stocks. 

The improved supply management resulted in an over-all inventory 
reduction during the year of $173 million accomplished even though addi­
tional inventories valued at $136 million were capitalized under the Fund. 
The reduction was made without hampering the readiness position of the 
Stock Fund to support either peacetime or wartime needs. 

A revised Navy Stock Fund charter was issued June 2 7, 1955 which 
provides for the inclusion of a broad range of technical material carried 
in stores. Cur rent plans provide for adding some $ 7 3 6 million of_ such 
material to the Stock Fund by July 1, 1956. This would be in addition to 
pre sent Stock Fund inventories which totaled $ 1. 59 billion as of June 30 • 
1955.. 

Industrial Funds. The conversion of four activities to revolving fund 
financing and commercial-type accounting was accomplished during the year. 
This makes a total of 47 activities (including seven branch printing plants) 
now operating under the Navy Industrial Fund. 

Although many management improvements achieved cannot be stated 
to a dollar basis, the following are examples of typical savings effected in 
installations operating under the Navy Industrial Fund where a monetary 
measurement is possible: 

1. At the Naval Powder Factory, with average monthly 
production at approximately the same level in 1955 as in 1954, 
rocket production costs were reduced $ 1, 070 1 000 and smoke ... 
less powder production costs were cut more than $ 50, 000. 

Overhead costs were reduced in the Marine Corps Cloth­
ing Factory by approximately $ 97, 000 through devoting in­
tensive efforts to excessive cost areas highlighted by the 
budgeting and accounting system. 
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3. Substantial inventory reductions at Naval Ship­
yards amounting to $1, 300, 000 at Norfolk, $485, 000 at 
Puget Sound, $ 300, 000 at Charleston and $ 200, 000 at 
New York, were accomplished during the year through 
careful review and screening, In addition, the number 
of shop stores employees was reduced from 62 to 36 
at New York Naval Shipyard which represented a sav­
ings of $ 100, 000 per year. 

4. The disclosure of the high cost of transporta­
tion at the New York Shipyard prompted a comprehen:... 
sive survey of all services provided by the Public Works 
Department. Accomplishment of the recommendations 
of the survey team has resulted in tangible annual sav­
ings of $219,000. 

·Instructions were issued by the Office of the Comptroller of the Navy 
to establish a review and analysis program, at bureau and activity levels, 
of the recurring fina·ncial reports and operating budgets generated under 
the Navy Industrial Fund. Further provision is made for the Comptroller 
to receive timely summary reports of the results of such reviews. It is 
anticipated that effective utilization by management of the information 
developed will be reflected in more efficient operations and increased cost­
consciousness. 

A revision to the budget section of the Naval Shipyard Industrial Fund 
Handbook was published. The revision contains many refinements in the 
area of budget procedures and is aimed at producing a closer alignment 
between the activity operating budget and the annual budget submission 
required by the Bureau of the Budget. It is expected to assist in the prepa­
ration of more realistic budget estimates and to permit closer examination 
of variances and their cause. 

A study has been initiated by the Comptroller of the Navy, with the 
assistance of the Bureau of Ships,, in the field of standard costs, produc­
tion control,, and related areas considered conducive to the measurement 
of efficiency of operations and the improvement of reporting at all levels 
of management at Naval Shipyards. The Charleston Naval Shipyard is 
being used as the test activity for the survey. Though this will necessarily 
be a long-range study, it is anticipated that procedures developed will have 
an effective application throughout the shipyard program. 
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Cost Control Program for Overhaul and Repair of Aircraft. A study 
was made of aircraft overhaul and repair operations at Naval and Marine 
Corps Air Stations for the purpose of installing an improved cost control 
system. A prototype system was developed and installed at the Naval Air 
Station; Alameda, California. Based on experience of the test installa­
tion a manual was drafted and issued whfoh prescribes a uniform cost con­
trol system for adoption and use by all Overhaul and Repair Departments. 

The cost control system is designed to produce a breakdown of ac­
tual costs by organizational segments and to measure such costs against 
a predetermined standard. Weekly and monthly reports comparing actual 
costs with standard costs are provided supervisors and top management 
for evaluation of performance. Since the cost control syst~m is designed 
along organizational lines, the responsibility for excessive costs can be 
.isolated during the production processes. As a result timely action can 
be taken to correct any out-of-line costs. The system as tested at Alameda 
places primary emphasis on the use of manpower (both military and 
civilian). About 150 cost centers or shops, averaging 30 workers per 
center under one supervisor, have been established• The emphasis is on 
individual effort below the cost center level and teatri effort to keep the 
cost center efficiency near the 100 o/o level. 

Upon full implementation of the cost control system at all overhaul and 
repair activities, .it is expected that all levels of perfo.rmance will be im­
proved, more realistic budget data will be avatlable, increased cost­
consciousne ss will result, and more adequate data will be available for 
comparative analysis. 

Hospital Accounting. The Bureau of Medicine and Surgery qeveloped 
and is testing a system which integrates field allotment, field cost, bureau 
and field estimates of expenditures and financial plans of the Medical De-. 
partment. In effect, the system furthers integration of allotment and cost 
accounting and provides for the. classification of obligations and expendi­
tures on a functional basis. The intent of the system is to overcome the 
difficulties occasioned in the administration of a cost system on an accrual 
basis and the annual reporting of obligations. With the placement of 
hospital inventories under the Naval Stock Fund, the accrual factor was 
found to be not significant in developing costs of operations in the hospital 
accounting area. However, "free issue" items are incorporated in ac~ 
cumulating total costs. 
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General Accounting. A study of accounting fo:t: forces afloat ~nd 
other organizations was begun. The objective is to conduct a critical 
analysis of accounting policies and procedures presently applicable to 
operating forces as a preliminary effort to simplify the system. Also, 
the accounting instructions now contained in manuals and directives is­
sued by various bureaus and offices will be consolidated into a volume of 
the Navy Comptroller Manual. 

The accounting procedures for activities operating with nonappropriated 
funds were revised to provide: 

1. A simplified accounting system covering the opera­
tion of commissioned officers' messes. 

2. A new accounting system, designed along commer­
cial lines, for civilian cafeterias and welfare activities. 

Transportation. A change in the budget structure for intra-Navy trans­
portation was made S·O that each management. bureau or office becomes 
financially responsible for bureau directed movement of material. The 
underlying principle of the new procedure is the assignment of responsi­
bility for funds in line with authority for directing movement of material. 
A beneficial result of the new procedure will be the accumulation of timely 
and accurate cost data Jor management analysis purposes. 

In order to avoid some of the disbursing complications that the new 
budget structure would cause, a Navy Management Fund account is used 
for initial accumulation of all obl.igations and expenditures for transporta­
tion of material. 

Internal Audit. Effective February 9, 1955, the field audit organiza­
tion of the Office of the Comptroller of the Navy was realigned to achieve 
a better integration of the contract audit (Cost Inspection Service) and the 
activity audit (U.S. Navy Audit Office) programs. Through the reorganiza­
tion there are now 11 Navy Area Audit Offices which may perform both 
contract and activity audits. Anticipated advantages of the reorganization 
are: 

1. Strengthening the over-all top direction of the Area 
Offices. 

2. Consolidating the administrative work and the space 
requirements in the Area Offices .. 
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3. Cross•utilizing audit staffs when necessary to meet 
deadlines or when ·such assignments would be in the public 
interest and personnel qualified in both fields are available. 

While the major purpose of internal audit is to provide independent 
audits and appraisals of the financial and business operations of naval ac­
tivities, in some cases specific monetary savings can be directly related 
to improvements effected as a result of the audits. Noteworthy savings 
have been accomplished through elimination of .duplicate, nonessential or 
overlapping records and reports; disclosure of excess stocks; discovery 
of errors in billings, charges and other transactions; and by discovery 
or development of more efficient procedures. Typical examples of such 
savings effected are: a revision of the billing procedures at a Naval Supply 
Depot resulted in annual savings of $ 6, 000; a Naval Station effected a pay­
roll reduction of $ 70, 000 through elimination of duplications of record­
keeping; and a Naval Air Station reduced their annual payroll by $ 85 ~ 000, 
primarily by revisions of their timekeeping operations. 

Military Construction .. A revised accounting system for military con­
struction has been developed and is being tested at two Naval District 
Public Works Offices. The accounting system provides for double entry 
journals and ledgers to be kept on the accrual basis. Cost accounts are 
maintained to provide management with accurate progress data in financial 
terms. The cost accounts can be readily reconciled with the budgetary 
accounts for obligations and expenditures. 

Department of the Air Force 

Budgeting.. During the year adjustments were made in the coverage 
of the basic Air Force appropriations included in the 1957 fiscal year budget. 
The adjustments in these appropriations will: ( 1) substantially improve 
the management capabilities within the Department of the Air Force and the 
review process within the Department of Defense, the Bureau of the Budget 
and the Congressional Committees; (2) provide a much improved separation 
of capital assets and current operations; (3) provide a budget structure 
which will substantially facilitate and make more readily understandable 
the computations and substantiation of budget estimates. 

Financial Management System. It was decided to apply the concepts 
of the Air Force Financial Management System (outlined in the 1954 re­
port) to the Air Research and Development and Air Proving Ground Com­
mands. In accordance with this decision the following were developed: 
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1. An account structure to reflect the mission in 
terms of major programs and activities and functions within 
:the ee programs. 

2. Drafts of policies, procedures and state·ments to 
accomplish the following: 

a. Preparation of an operating budget by the com­
mander of a squadron or comparable unit. 

b. Consolidation of ope rating budgets at installa­
tion and command levels. 

c. Correlation of operating budgets and obliga­
tions and for the determination of total require­
ments for local funds. 

d. Authorization statements for use by Head­
quarters USAF and major command for ad­
ministration of approved operating budgets 
and fund requirements. 

e. Progress reporting in accordance with the 
operating budgets and on the status of funds. 

At this time the developed system is being studied by the two commands 
and is expected to be put into effect at an early date. 

A brochure entitled "Base .Level Management Statements" was published 
to assist Air Force commanders in using financial information generated by 
the Financial Management System to obtain increased effectiveness. The 
brochure contains analytical type statements which relate dollar informa­
tion to operational and program data. Actual and standard costs are related 
to accomplishments in terms of familiar mission work units to enable base 
level managers to comprehend the cost significance of their operations and 
to aid them in taking action to correct undesirable trends. 

Inventory Accounting_. Dollar accountability for all overseas depot 
stocks was accomplished early in the year. Also, special depot inventories 
co1nposed of Government furnished aircraft equipment, classified material 
and all types of reserve stocks were brought under Monetary Inventory 
Accounting. This means that all stocks located at Air Force installations 
are now accounted for on a dollar basis. 
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A system was developed and is being tested on a pilot basis to account 
£or materials purchased through central procurement from the time title 
passes to Air Force until delivery to a base or depot. The in-transit control 
established provides a basis for assuring that all material paid for is ac­
tually received by Air Force. It has resulted in a: simplified and more ef­
fective method for reconciling dollar disbursements as recorded in the basic 
accounting system with those reported by the disbursing Finance Offices. 
This simplification has resulted in substantial machine time savings and is 
expected to result in a total clerical effort reduction of from 300 to 350 man 
years. 

Depot Maintenance Cost Accounting System. The system developed at 
Sacramento Air Materiel Area for depot maintenance (repair and overhaul 
of Air Force equipment) with provision for production control, work measure­
ment and standard cost accounting is in process of being installed in all Air 
Materiel Areas in the United States. Operating results at Sacremento have 
disclosed a 1010 increase in production per man hour for maintenance since 
its installation. 

Survey of Comptroller Functional Areas. At the request of Air Force, 
a cooperative survey is now underway by representatives of the General 
Accounting Office and the Air Force of certain Comptroller functional 
areas. 

Areas identified for review, evaluation and development of recommenda­
tions for improvement are: 

1. Appropriation and allotment accounting. 

2. Disbursement accounting including the recorda­
tion and reconciliation between Finance and the Account­
ing and Procurement Offices. 

3. Inventory and expense accounting and its cor­
relation with programming, budgeting and management. 

4. Responsibility for recordkeeping and reporting 
as between components of the Comptroller organization. 

5. Financial reporting including the effectiveness of, 
and utilization 0£ 1 reports generated. 
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General Accounting. Mechanized procedures have been adopted fo:r 
payment of commercia.l vouchers by the Ail' Materiel Command. The value 
of establishing a punch card to hold all repetitive data by contract can be 
seen from the fact that the average contract involves 21 payments which 
require in the Finance Operation, alone, the transcription of the contractor's 
na1ne 63 times and the accounting classification 85 times. Under the new 
procedures the basic operations required to make a payment have been re­
duced from 34 to 18. Also, voucher and check preparation and ledger post­
ings have been rendered sen~iautomatic requiring the machine operator to 
enter only information which pertains to amounts involved in the partial 
payments. 

The Air Force took action to limit» as much as possible, the use of 
allocated working funds for interdepartmental procurement. In lieu of the 
working funds, with their multiple fund accounting requirements, reim­
bursement will be effected on the basis of deliveries. 

Procedures were revised and installed for accounting for base medical 
services. The procedures provide for accounting for expenses and assets 
by area of responsibility within the base level medical activity. In addition, 
the financial data reported is related to personnel, bed occupancy, and 
type of personnel using the facilities {military, dependents, and others)o 

Working Capital Funds. All Air Force laundry and dry cleaning plants 
were brought under Industrial Fund financing and a commercial-type ac­
counting system. 

The Air Force Stock Fund was expanded to include, as new divisions, 
Air Force commissaries and commissary stores; selected common-use iten1s 
of general supplies in United States depots; and the cadet store at the Air 
Force Academy. As a result of a reduction in inventories of the Clothing 
and Medical-Dental Divisions, $ 70 million in excess cash was returned to 
the undistributed account of the Stock Fund. 

Internal Audit. A special feature of the improved internal audit pro­
gram established January 1 1 1955, is a special audits phase whereby specific 
activities or procedures are examined simultaneously throughout the Air 
Force,. This technique provides valuable information on an Air Force-wide 
basis, and the comparison of similar functions wherever located a The re­
quirement for such audits may en~anate from laws, requests of the Depart­
ment of Defense, other executive agencies, or from within Air Force.. A 
total of 32 such special audits are underway or have been completed this 

year. 
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. DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

Office of the Secretary 

Internal Audit. A departmental Division of Internal Audit has been 
established under the Office of the Secretary. This division will develop 
and direct a comprehensive audit program for all units of the Department 
which now have no internal audit operation and will review and evaluate 
existing audit programs in the Public Health Service and the Bureau of 
Old-Age and Survivors Insurance. The Director of this division has been 
appointed and progress is being made in. staffing the unit. 

Accounting Operations Studies. A time and production study in the 
regional office fiscal sections was made during September and October. 
The final report on this project is expected early in 1956. Recommenda­
tions are contemplated which will point to improvements in procedures and 
operations and to guides on staffing." 

During December a manpower utilization study was inaugurated in 
the Accounting Operations Branch in the Office of the Secretary. This 
study is expected to provide the basis for changes which will result in more 
effective and efficient accounting operations in the headquarters office. 

Public Health Service 

Decentralization· of General Ledger. On July 1, 1955, general ledger 
accounting was decentralized to 41 accounting points. Prior to this date the 
general ledger was maintained centrally at headquarters in Washington, 
D .C. The decentralizeQ. general led·ger operation provides a strengthened 
control device o.ver assets, liabilities, expenses, and income. It also 
provides for an improved reporting technique, in that reports of financial 
operations are consolidated from summary reports submitted by the field 
accounting points. 

The savings resulting from the decreased flow of paper to Washington 
cannot be measured accurately until the ~ystem ·has been functioning for a 
longer period. However, it can be said that improved accounting opera­
tions are already evident for the short period of time the system has been 
in operation. 

Integration of Cost Accounting with General Ledger. Concurrently 
with the decentralization of the gene:ral ledger, the former cost reporting 
system was adapted to a formal accounting operation and integrated with 
the general ledger. This coordinates budget and other reporting require­
tnents with full control over all assets and costs. 
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Cost accounting as the basis for cost reporting to the Bureau of the 
Budget and Management is required in the 16 Public Health Service 
hospitals and the six Indian Health area offices which operate some 60 
hospitals 1 and the National Institutes of Health Clinical Centers. 

It is doubtful if direct monetary savings were made in this area be­
cause the new system superseded an unintegrated system. However, the 
advantages of integration and accounting control are obvious and have al­
ready resulted in improved management and accounting operations. 

Property Accounting .. In cooperation with property management offi ... 
cials, fiscal accounting for property, both real and personal, was inaugu ... 
rated during the year. This, too, was correlated with decentralization of 
the general ledger, and previously maintained memorandum accounts be ... 
came formal general ledger accounts. Improved control over assets re­
sulted. 

At the National Institutes of Health, general ledger accounts were es­
tablished to reflect inventory v~lue of equipment in use. Value of the prop• 
erty is in exce SS of $13 1 000 1 000 for approximately 114, 000 line items. 
Subsidiary inventory records are maintained on punch cards and procedures 
have been effected to integrate such records with the general ledger ac­
counts. 

Inventory on expendable shop supplies was completed and perpetual 
inventory records established for approximately 8,, 000 line items having 
a value in excess of $450, 000. Inventory v.alue controls have been estab­
lished and a system of reporting to management was initiated. 

The Service and Supply Fund for financing inventories of materials 
and supplies continued to accelerate in volume of transactions handled, 
and improvement of accounting and reporting for such operations continued 
to be made during the year. The operation of all fund activities was im­
proved during the 1955 calendar year by the establishment of an Advisory 
Board on Service and Supply Funds late in the calendar year 1954, com­
posed of management, consumer, and operating officials. Under the 
guidance of the Board studies of fund operations were conducted resulting in 
better utilization of personnel and improvements in financial and opera­
tional activities. 

Simplification and Related Improvements. Procedures were developed 
and installed at the National Institutes of Health which eliminated the 
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necessity of submitting check lists to the Treasury Department for prepa­
ration of checks by the transfer posting method.· Both regular and premium 
payrolls are now prepared at the National Institute of H~alth through punched 
card processes and forwarded to the Treasury Department where the checks 
are prepared directly from the cards. This procedure not only saves 
clerical time at the National Institute of Health but also simplifies the check 
writing activities of the Treasury Department. I 

Monthly reports showing the results of appropriation account~ng opera­
tions were placed on punched card reporting format during the year. The 
mechanical preparation of the reports is the result of a long chain of ac­
counting operations and techniques that have been placed on punched cards 
during the past several years. The mechanical reporting technique facili­
tates compilation of accounting data and presents such data more rapidly 
and efficiently. · 

Agent Cashier Activities. This activity accelerated rapidly during the 
year under expanded authority for cash payments for professional service 
contracts, blood donations, etc. The cash payment activities, covering 
many diverse purchasing and related functions, has facilitated the acquisi­
tion of necessary supplies and generally has simplified fiscal accounting 
procedures. 

Accounting Conference. A conference of field financial management · 
officers was held in Washington, D .C., during October 1955. The purposes 
of the conference were: 

Exploration of problem areas 
Mutual exchange of ideas 
Participant education 
Recommendations for the betterment of the 

fiscal processes and relationships 

The importance of the conference was particularly significant in view of the 
decentralization of the general ledger, integration of cost accounting, in­
auguration of property accounting, and the establishment of Indian Health 
Area Office accounting points to service the program transferred from the 
Bureau of Indian Affairs. It is felt that the conference contributed much in 
the stated areas and as a matter of staff development. 

Completion of'Basic Manual. During the year the basic Public Health 
Service Manual, Budget and Finance Volume, was completed. After certain 
consolidation, revision and indexing processes are accomplished, the manual 
will be a very valuable reference tool for accounting operations of the Service. 



- 50 -

Bureau of Old-Age and Survivors Insurance 

Combined Checks for Beneficiaries Entitled Under Two Social Security 
Claim Numbers. In the past separate checks were issued to a beneficiary 
entitled to receive social security benefits as an aged widow, widower or 
parent, stemming from another wage earner 1 s record, in addition to bene­
fits based upon the individual's own wage record. The combining of these 
types of payments into one check during the year eliminated the annual 
preparation of over 600, 000 checks, with a recurring saving in excess of 
$ 40, 000 per year. 

Discontinuance of Social Security Claims Record Card File. The main­
tenance of a social security claims record index file, used in connection with 
the payment of claims and consisting of over 9, 000, 000 cards with yearly 
additions in excess of 800, 000 items, was discontinued in the Bureau of 
Old-Age and Survivors Insurance area offices in March 1955. This proced­
ural change resulted from a study which demonstrated that claims material 
could be satisfactorily searched against basic folder files y.rithout reference 
to the index file or other sources. The discontinuance of the file resulted 
in savings in personnel, equipment. and related costs of $ 50, 000 during 
the first year of operation. Further savings are expected to be realized in 
an estimated amount of $ 2 5, 000 yearly on a continuing basis. 

I 

Integration of Accounting and Disbursing Function. On July 1, 1955, 
the Bir~ingham area office of the Bureau of Old-Age 9-nd Survivors Insurance 
undertook the disbursing function for benefit payments under Title II of the 
Social Security Act for the accounts (approximately 900, 000) under jurisdic­
tion of that office and for the salary payments of the employees of that office .. 
Procedures were installed to integrate the accounting and disbursing functions 
and, after six months of operations, the Bureau estimates an annual savings 
of approximately $ 40, 000 through the elimination of positions. 

Combined Social Security - Income Tax Reporting Plan. The Depart­
ment of Health, Education, and Welfare, in collaboration with the Treasury 
Department and the General Accounting Office, has continued to give con­
sideration to a combined Social Security-Income Tax Reporting Plan, which 
was mentioned in the reports for the past two years & Under the consolidated 
reporting plan, withholding tax statem.ents (Form W-2) filed by the employer 
with Internal Revenue Service each year for each employee subject to income 
tax withholding would be used by the Department of Health, Education, and 
Welfare for maintaining the wage records necessary under the old-age and 
survivors insurance program ... 
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The consolidated reporting plan provides a means for potential benefits 
to the Bureau of Old-Age and Survivors Insurance throug·h ( 1) reductions in 
processing operations for old-age and survivors insurance purposes, and 
(2) a greater measure of completeness and accuracy in the recording of wage 
records necessary to the administration of the old-age and survivors in­
surance program. The plan also involves the system of review of the em­
ployer social security tax returns and the employee income tax returns. 

House Resolution 7770 introduced on July 30, 1955, contains proposed 
legislative provisions for the consolidated reporting plan. Hearings have 
not been held on this bill. 

Application of Large-Scale Electronic Equipment. The Bureau has 
ordered an electronic data processing machine to be delivered in February 
1956, together with related equipment, the first of which was delivered in 
September 1955. The equipment on hand is being used to record on magnetic 
tape summary earnings data contained in punched card form for each of the 
Bureau 1 s 120, 000, 000 accounts. When the basic machine is received, the 
taped records will be rearranged and edited to create a mast~r tape file for 
use, beginning July 1956, in the annual posting operation which involves the 
processing of almost a quarter of a billion earnings items, and the up-dating 
of approximately 80 million of the accounts. Aside From the anticipated 
monetary savings in a later paragraph, the availability of the equipment will 
permit improvements to be made in other work areas and provide experience 
on which to base studies for future application. The detailed programming 
and coding of instructions necessary for the creation of the master tape 
file and the first of the two major phases of the posting application have been 
completed and are being reviewed and tested. 

Another major application of the equipment involves its use in searching 
for the correct account number for each of the approximately 9 million earn­
ings items reported annually with incorrect account numbers. For this ap­
plication, two magnetic tape files wUl be created, each containing account 
number and name information for all established accounts. The sequence of 
accounts in the two files will be different, to facilitate the searching for cor­
rect account numbers. The initial programming and coding for the creation 
of the first of these two files has been completed and is being reviewed and 
tested. 

The electronic data processing machine will also be used in connection 
with the certification of earnings records for benefit claims, computation of 
the amounts of benefits, and compilation of statistical data pertaining to the 
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social security program. Studies of the feasibility of these applications 
have been cornpleted and preliminary programming charts have been started. 

The cost of converting to the new system is estimated to be $ 850, 000. 
This conversion cost covers such items as preparation of the site, initial 
purchase of a large amount of magnetic tape, preparation and testing of 
programs, creation of the master tape files, and dual processing of selected 
accounts under the new and old systems to ensure the reliability of the new 
system. Annual savings are expected to be as follows: 

Identifying incorrectly reported 
earnings items 

Posting to earnings records 
Processing benefit claims 
Statistical Program 

1,000,000 
200,000. 

50,000 
Not yet determined 

Correction of Earnings Records. Procedures have been revised to 
eliminate the processing of certain types of incorrectly reported earnings 
items through the internal reinstating operations. Incorrectly reported 
items will not be screened against the files and records maintained in the 
Division of Accounting Operations of the Bureau of Old-Age and Survivors 
Insurance if earnings reported previously with the same name and account 
number information could not be identified in the screening operations. The 
estimated annual savings is $ 12 7, 000. 

Improvements in the National Employee Index File. The name and ac­
count number strips for which dates of birth are unknown were removed 
from the National Employee Index File by the Division of Accounting Opera­
tions during the current year,. Mbst of these accounts were established on 
the basis of employer-filed Applications for Social Security Account Numbers,. 
and were virtually useless for reference purposes. The removal of these 
strips makes approximately 9, 150 panels and six stands available for reuse, 
and results in estimated annual savings of $ 15, 000 .. 

Miscellaneous Procedural Changes. A variety of miscellaneous pro ... 
cedural improvements were effected during the year.. These vary from the 
elimination of certain checking operations to the use of new and improved 
form letters. These improvements, which are concerned with the main­
tenance of wage records and the paym.ent of claims for benefits, will re­
sult in the saving& of a minimum of $ 75, 000 per year. 



DEPARTMENT OF THE INTERIOR 

Departmental 

From the inception of the ,Joint Program to Improve Accounting in 
the Federal Government, the Department has pursued a dynamic program 
to revise and perfect accounting systen'.1.s and related financial processes 
in its principal bureaus and rninor organizational units. 

Accounting improvement,g have been carried forward by cooperative 
efforts of depa:r.tm.ental and bureau representatives within the framework of 
a program directed by the Division of Budget and Finance of the Office of 
the Administrative Assistant Secretarya 

Revised systems have been installed in eight of the fourteen principal 
bureau-type organizations of the Deparfanent and syster.ns improvement 
work is presently in progress in five of the other principal organizations. 

Seven of the installed syste-ms ai·e designed to cover all aspects of 
accounting for related financial activities and to develop costs on an ac­
crual basis reconcilable with fund controls under an over-all financial 
plan of integrating budgeting~ programtning~ accounting and reporting 
activities .. 

Systems in process of development will follow the general pattern of 
the systems eady installed unless it is demonstrated that the needs of 
a particular agency -rnay equire different treatment .. 

The Division of Budget and Finance is in the process of expanding its 
staff in order to further the ovement program and to carry out review 
and evaluation of the systen1.s already installed. for the purposes of obtaining 
maxin1um efficiency and to managernent .. 

The Department submitted cost type statements in support of budget 
estimates for l Z appropriations o 

The Alaska Railroad 

The program of redesigning the accounts 3 procedures, and financial 
reporting processes and attendant strengthening and realigning of the ac­
counting organization 3 cornmenced in the latter part of 1954, was continued 
throughout this year Incident to the realization of a system productive of 
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accurate and useful results and realistically reflecting the values comprtsmg 
the Government's investment, it was necessary for the Agency to undergo a 
financial quasi-reorganization. This entailed about a two-year task of 
segregating materials and other property on hand between that portion which 
was serviceable and not in excess of foreseeable requirements and the por­
tion which was surplus to its needs. The task included the establishment of 
financial control over all property in the former category. All. this was in 
addition to the normal workload of installing a revised accounting system. 

The Agency, in cooperation with the G.eneral Services Administration, 
made substantial progress in inventorying, classifying and recording the 
value of useable property. In addition, it ( 1) strengthened the accounting 
staff, (2) realigned the organization under the Comptroller, (3) established 
a substantial portion of the new procedures and reporting rnedia provided 
in the new system and (4) made progress in developing a comprehensive ac­
counting manual for continuous use. 

Bureau of Indian Affairs 

During the year, the internal audit operations of the Bureau were ex­
panded and present plans provide for the continuation of the expansion dur­
ing the next calendar year. The Bureau has been developing methods to im­
prove its program planning and m.anagement evaluation through a system of 
cost accounts established within the over-all accounting system on a common 
denominator basis with budget and program requirements. 

A master menu for feeding Navaho school children and a master book 
schedule for Navaho school children are in the development stage. The 
master menu and the master book schedule will permit a centralized pro­
curement operation at the area office, level which will reduce considerably 
the paper work involved in these operations. This effort will represent a 
big step forward in the Bureau's plan to eliminate many fund control ac­
counts. 

The Bureau has undertaken a survey tQ determine the feasibility of 
mechanizing its computing and bookkeeping operations. The findings and 
recommendations of the survey team making this study will be submitted 
during the early part of 1956. 

Bureau of Mines 

Incident to a meeting of the Director's Advisory Committee in which 
the General Accounting Office representatives were invited to participate,. 
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the Committee recommended that the Bureau review its accounting opera­
tions in the interest of improving its over-all effectiveness. The com­
mittee stressed the need for particular emphasis upon an appraisal of 
the Bureau's program and budget classifications and its system of internal 
reporting.· 

Th~ review is to be initiated during the early part of the next calendar 
year and should ultimately produce further improvements, in furtherance 
of the accounting improvement program commenced some three years ago 
and which resulted in the installation of a revised system effective July 1, 
1953. 

Bureau of Reclamation 

The Bureau of Reclamation installed a bureau-wide commercial-type 
accounting system in 1949 and has conducted a continuous study of the 
operations of the system since that time making such changes asi were con­
sidered necessary to increase the effectiveness and value to ma~agement, 
During 1955, the Bureau made two major improvements: ( 1) it ~stabHshed 
field accounting units in each of the seven regional offices of the Bureau 
for the purpose of making periodic reviews of accounting operatfons at the 
project level and to assist in expediting timely reports and (2) put into ef­
fect an audit program developed and published as a guide to all field 
auditors for the purpose of standardizing all internal audit procedures and 
reports. 

Fish and Wildlife Service 

A Joint Committee for Improving the Financial Procedures of the 
Service, consisting of representatives of the Service, the Departmental 
Office of Budget and Finance 1 and the General Accounting Office, directed 
its attention during 1955 toward finding solutions to the Service's complex 
fiscal problems. A report was submitted during the year recommending: 
( 1) payment of expenditures from a single consolidated fund with monthly 
distributions to the individual appropriations and funds involved; (2) the 
development of accounting systems to reflect costs by activities; (3) the 
development of cost budgets for each work program (activity) consistent 
with the cost accounting support; and (4) reduction of allotments from over 
2, 000 to less than 100 by making the allotments to the 7 Regional Offices 
for the work programs rather than the present practice of making several 
allotments to each of the more than 450 field stations. The report also 
recommended that field accounting be centralized at the 7 Regional Offices 
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and discontinued at the more than 450 field stations~ with the field stations 
receiving monthly reports from the Regional Offices. These recommenda-­
tions are being considered by the Office of the Secretary of the Interior 
since the programs and activities of the Service are financed from a number 
of complex authorizations and the Department felt it necessary to give 
further consideration to the relationship between funds and activities before 
reaching a conclusion. 

The Service is currently operating under a very complicated financial 
structure, receiving monies from numerous "Permanent Indefinite" and 
four current appropriations, in addition to advances from other agencies. 
Each of these funds is restricted as to usage, although many are available 
for the same activity. The Committee's study indicated that little could be 
done toward improving the programming and to accounting procedures of 
this Agency until some means is devised to simplify its pre sent financing 
procedures. 

National Park Service 

During the previous year this Agency began work on an improved ac­
counting system which would provide for the integration of its budgeting, 
programming, accounting and reporting and furnish management at all 
levels with useful and timely financial information. 

The development and installation of the new accounting syste·m is 
progressing in accordance with plans. A manual, which includes the ac­
counts and operating procedures,. has been drafted for interim use during 
the conversion period. The plans for converting all accounting offices to 
the new system provide for a pilot installation in each region and for the 
Regional Finance Officer to continue conversion to the other accounting 
offices. Two pilot installations have been completed. In Region I, 
Shenandoah National Park was converted during the month of October and 
in Region III, Grand Canyon National Park was converted during the month 
of November. It is presently planned that all accounting offices will be 
converted to the new system by June 30, 1956. 

During the year the National Park Service completed a reorganization 
of its accounting offices by consolidating the existing 46 offices into 28 .. A 
savings of 24 positions costing $ 92, 000 annually resulted from the con­
solidation. 
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Virgin Islands Government 

To conform to the requirements of Public Law 517 (an Act to revise 
the Organic Act of the Virgin Islands) a manual of instructions containing 
a completely new accounting system and procedures for the Government 
of the Virgin Islands has been developed. The manual was approved by 
the Comptroller of the Virgin Islands and prescribed by the Governor for 
use by all Executive Departments and Independent Offices of the Govern­
ment of the Virgin Islands on March 3, 1955, 

The Allotment Ledger and related procedures were installed on a trial 
basis as of April 1, 1955, and officially on July 1, 1955. 

Installation of the General Ledger and relative procedures, with the 
exception of property accounting was started on November 1, 1955, and 
should be completed early in l 956. The completed system should be func­
tioning satisfactorily, with the exception of property accounting, by the 
beginning of the next fiscal year. 

The system is designed to account for revenues or income on a cash 
collection basis and to account for expenditures on an obligation basis. The 
allotment accounting and related files and records are on a decentralized 
basis while the General Ledger and related records are centralized in the 
Department of Finance. 
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DEPARTMENT OF JUSTICE 

D.epartmental Administrative and Legal .Activities 

Accounting controls were simplified during the year by reducing the 
number of allotment accounts from 303 to 138. 

A survey of the actual cost of serving process for private litigants by 
the United States Marshals' offices was completed. The survey was under­
taken jointly by the General Accounting Office and the Department of Justice 
and covered representative districts selected on the basis of population, 
location and size of the area served, including rural and metropolitan areas 
in all sections of the country. The survey indicated substantial loss to the 
Government on this operation. Therefore, legislation requesting equaliza­
tion of statutory fees and costs will be sought when the effect of recent in­
creases in pay and allowance for marshals can be fully determined. 

During the year an inventory was made on nonexpendable property in 
188 separate offices of United States Attorneys and United States Marshals 
and annual inventory reporting by these units was strengthened. Further 
improvements in inventory accounting are under study at present. 

The United States Attorneys and Marshals Report of Obligations and 
Expenditures was revised to provide more timely information to manage­
ment and to establish a better tie-in with general expense authorizations. 

A forms control program was inaugurated to review forms and reports 
and evaluate their need and effectiveness. 

The Litigation Control System, established in July 1953, was enlarged 
and reporting procedures were improved to bring within its scope on a cur ... 
rent basis practically all litigation, actual and potential, pending in United 
States Attorneys' Offices. Serving as a central control, this system pro­
vides the United States Attorney with up-to-date information on all matters 
in his office. 

During the year a position control system was established correlating 
personnel procurement and employment with programs on the basis of in­
dividual positions. authorized in the Budget. 
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Bureau of Prisons 

The accounting manual has been revised to effect further improvements 
in procedures. New regulations issued during the year will facilitate recon­
ciliations with the revised type of Accounts Current and Statements of 
Transactions furnished by the Treasury Department. Conversion is being 
made to the simplified payroll system throughout the Service after ,..perating 
under an exception to General Regulations 102 since its issuance• Better 
uniformity in the maintenance of general ledger accounts was achieved dur­
ing the year by the issuance of a chart of accounts and pro ~orma journal 
entries. · 

Comprehensive fiscal audits of all institutions continued this year with 
added emphasis being placed on budgeting and planning at the operating 
levels; on better administrative management practices. including employee 
training; and on the review of position descriptions and workload distribu­
tion in the institutional business organizations. 

A forms control program was established for continual review of the 
need for and possible revision of the various forms, 

Federal Bureau of Investigation 

The mechanized payroll system developed by the Federal Bureau of 
Investigation and approved by the Comptroller General last year was put 
into operation with the first pay period in January 1955. The preliminary 
estimate of potential annual savings of $30,000, reported last year, has 
been shown by experience to be conservative. The maximum savings 
cannot be calculated since acquisition of additional machine equipment will 
enhance the ultimate savings. 

The Bureau prepared multilith copies of its mechanized payroll pro­
cedures and flow charts at the request of General Accounting Office for 
distribution among Government agencies and many agencies have visited 
the Bureau to review these procedures in operation with a view to·improving 
their own operations. 

Immigration and Naturalization Services 

Effective January 3, 1955, sixteen District accounting offices were 
closed and consolidated into four Regional accounting offices, with con­
siderable increase in efficiency and saving of personnel. The changeover 
was accomplished without interruption of accounting services. 
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POST OFFICE DEPARTMENT 

General 

During 1955 the Post Office Department continued its aggressive 
program for improvement of financial management. Some of the work 
which was initiated in 1953 and 1954 was completed; additional progress 
in some of the larger areas where work was initiated in those years has 
been made; and work has been started in other areas. While progress in 
achieving effective financial management has been substantial, this is a 
long range program and much still needs to be done. The· accomplish­
ments to date have set a firm basis for the work which lies ahead. 

Recruitment of qualified personnel to administer the financial manage­
ment activities of the Department has progressed •. The position of Deputy 
Controller, established in the career service to provide continuity in these 
operations, has been filled.. Most of the regional controllers and their top 
staff assistants have been appointed. Continued attention is being directed 
to the selection of technically qualified personnel at all levels. 

Emphasis is being placed upon development of meaningful cost infor­
mation for the use of management. Although the greatest savings will ac­
crue through effective use of these meaningful cost data many direct savings 
have been achieved through procedural simplification and the elimination 
of duplicate work. In effect, the financial management improvement pro­
gram has been self financed and has even shown a profit. 

Punched Card Payroll Procedures 

The punched card payroll procedures which were developed and tested 
in two regions last year, using equipment of two manufacturers, has been 
expanded to include all fifteen regions. Initially the local post office em­
ployees' payrolls were processed in each regional office. Gradually pay­
rolls for other post offices were added and at the present time the payrolls 
for approximately 230, 000 of the 52 5, 000 Postal Field Service employees, 
or about 45 percent, are being processed on the regionalized basis. The 
program is being rapidly expanded with the inclusion of all the employees 
under the system scheduled for July 1 1 1956. Substantial savings in the 
cost of payroll preparation are being achieved and should be increased as 
the program is expanded.. Even greater benefits should be derived from the 
cost information which will be produced, and the more effective control of 
leave which will result., 
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DeposilPr6cedures 

Further refinements in the handling of deposits of surplus funds have 
further reduced the number of deposits transmitted, received, processed, 
and accounted for from 8. 7 million a year to 4. 3 million per year, a re­
duction of 50 percent. It is estimated that mail handling costs have been 
reduced over $ 2 million and clerical costs over $ 2. 5 million per year. 

Paid Money Order Processing 

Transferring the sorting of paid money orders by region of issue from 
the Federal Reserve Banks to the Department has resulted in the savings of 
about $400, 000, or nearly twice that which had been anticipated. 

Cost Accounting System for Motor Vehicle Operations 

The motor vehicle cost accounting system which provides unit operating 
cost by truck, class of truck, and class of service, has been installed 
throughout the country. This accounting was transferred from the garages 
to the fifteen regional Controllers' offices to achieve- more economical 
operations and to assure better control. The information which is now 
being made available to management has made it possible to achieve many 
economies and better vehicle utilization. 

For instance, the first report issued showed that there was an exces­
sive ·number of trucks at one post office. Prompt reassignment of these 
vehicles was made to replace more costly rented vehicles. The report also 
disclosed the fact that excessive time was spent in putting one or two 
gallons of gas, two or three times a day, in trucks with 20 gallon gas tanks. 
This practice has been corrected. The report disclosed excessive inven­
tories of spare parts and supplies~ which included many obsolete items. 
As a result new procurement and stocking policies were adopted which have 
reduced the inventories, even though the number of owned vehicles increased 
by 25 percent during the same period. 

The .reports direct attention to those garages and vehicles which are 
not operating efficiently so that corrective action can be taken. For the 
first time the Department has reliable cost information which will guide it 
in achieving efficient and economical operation and maintenance of its 
huge fleet of about 2 3, 000 motor vehicles, and the Department can determine 
relative efficiency of the various units administering this programa 
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Accounting and Financial Control Operations in Large Post Offices 

The reorganization of the accounting and financial control operations 
in large post offices 1 which was tested in Chicago~ has been expanded to 
all large post offices. This .. along with other procedural changes, has 
resulted in. the reduction of over 2, 000 employees in the 300 largest post 
offices .. In the New York Post Office alone these actions have resulted 
in the elimination of 209 positions. 

Accounting for Air Transportation of Mail 

Additional work has been done on simplifying and improving the ac­
counting for the costs of transporting mail by air. To indicate the magni­
tude of this problem, about 9 million individual shipments of mail by air 
must be accounted for annually. A punched card system has been designed 
and installed to provide a means of accounting for the multielement rate 
prescribed by the Civil Aeronautics Board for performing this service. 
This procedure will expedite the payment of the carriers' bills and the 
airlines will be advised that the advance of 98 percent of estimated billings 
will be discontinued effective with bills for service in February 1956. This 
should accelerate the submission of bills which have been as much as six 
months late in the past. The system will also produce valuable statistical 
information for mana:-gement which heretofore has not been available. 

Accounting for Rail Transportation of Mail 

Discontinuance of advances to the railroads of 90 percent of the es­
timated monthly billings has accelerated the submission of their bills so 

that full settlement is now made within 60 days after the performance of 
the services. When the carriers were receiving these advances they took 
from six months to two years to submit their bills. 

A revised system of accounting for regular authorized service, whereby 
claims are submitted on an "exception basis" has eliminated the listing of 
numerous items and expedited the verification and payment of the claims. 

Rents and Miscellaneous Expenses 

The payment of rents and miscellaneous expenses of post offices and 
other field establishments has been centralized in the regional office~ using 
punched card techniques. This, with the completion of the regionalization 
of payrolls, will eliminate all disbursing and expense accounting from post 
offices. 
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Paperwork Management 

The forms control program has continued to show results with a reduc­
tion of over 2, 000, or about one-third, of the authorized forms through con­
solidation or discontinuance. Most of the savings accruing from this pro­
gram are immeasurable but a few examples of progress are: a reduction in 
the number of styles of official envelopes used by the Postal Establishments 
from 663 to 26; standardization of all internal correspondence letterheads 
for the Postal Establishments into a single memorandum form; redesign of 
the return receipt for registered, insured, and certified mail (52 miilion 
used annually) to assure its attachment to the article and simplify handling. 

The records management and forms control programs are now assigned 
to the same organizational unit, which should. coordinate paperwork manage­
ment from the time of a record 1 s creation until its disposal. 

Centralization of Money Order Reconciliation 

The mechanical audit of 1. 3 million paid money orders daily and the 
function of reconciling with the postmaster 1 s statement of accountability 
were transferred from the regional offices and centralized in a new money 
order center at Kansas City during September 1955. Better personnel and 
machine utilization should result from the much greater volume processed 
in one place. Centralizing this work will facilitate installation of electronic 
data processing equipment if current studies prove that the use of such 
equipment for these purposes is practicable and economical. 

Money Order Issuance Procedures 

On the basis of studies and test installations a new 3-part money order 
form (consisting of the money order proper, the post office record to re­
place the application, and the purchaser 1 s receipt) has been adopted for use 
at all fir st and second-class post offices. The issuing clerk fills in only 
the amount on the three parts and validates the order; the purchaser must 
complete the order by filling in his own name and address and the payee 1 s 
name and address. The average issuance time has been reduced to thirty 
seconds, a savings of 40 percent. If it were possible to capture all of this 
saved time by closing money order windows or utilizing the released time 
it would result in saving about 1, 000 man-years. The use of validating 
machines at busy money order windows is being tested to determine if further 
reduction in issuance time is possible. Discontinuing the printing (annual 
cost $ 165, 000) ·and distribution of over a half billion money order applica­
tion fo:rms each year will be a substantial savings. 
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Sick Leave 

'I'he excessive use of sick leave disclosed by audits and the new payroll 
and accounting procedures has directed management's attention to this 
situation, and as a result of the action taken, there has been a 15 percent 
reduction in the use of sick leave, or a savings of 800, 000 man-hours in a 

three month period. Regular periodic reports on sick leave are now being 
made which will disclose any wholesale abuse of this privilege. 

Bonding of Employees 

The Congress authorized in Public Law 323, 84th Congress, the purchase 
from appropriated funds of blanket, position schedule, ot· other types of 
bonds covering employees required to be bonded. Under this authority the 
Department was able to bond all employees for a 2-year period for $ 367, 077. 62 
and to save an estimated cost of $ 300 ~ 000 per year in detailed recordkeeping 
necessary to assure that the several hundred thousand bo:o.ds required to be 
obtained each year were actually in effect. In addition, employees were saved 
the cost of premiums for these bonds which were estimated to be about 
$ 1, 300 J 000. 

Motor Pool Accounting 

Accounting for the .motor vehicle service has been established on a po.cl 
basis. Under this concept, responsibility is clearly defined as between the 
units which operate the vehicles and the units which maintain and service 
the vehicles. Postmasters and other users will be responsible £or achieving 
maximum utilization; garage superintendents will be responsible for mainte ... 
nance and service at the minimum cost. This pinpointing of responsibility 
has already started to pay off in bettei- vehicle utilization and lower operating 
costs. 
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DEPARTMENT OF STATE 

General 

Passport Office. In cooperation with the General Accounting Office, 
the General Services Administration and the Executive Office of the Presi­
dent, the Department made a survey during the year of all operations in 
its Passport Office. When the accepted recommendations proposed by this 
joint group have been installed, the Passport Office will have an approved 
accounting system with acceptable internal controls over cash collections 
and deposits; organizational changes will enable more efficient performance 
of Passport Office functions; and a system of fiscal and statistical reports 
will furnish the Director, the Department,· and the Congress with needed 
management data which heretofore was not available. 

Discontinuance of Fee Stamps. As a culmination of several years 
effort the Department obtained legislative approval to discontinue the use 
of fee stamps. The issuance, control, and accounting for such stamps by 
Foreign Service Posts was an operation which did not necessarily strengthen 
internal controls. New improved procedures for accounting and reporting 
fee collections have been installed at an estimated annual saving of one full 
position in Washington and eight to ten man-years distributed throughout the 
world. 

List of Approved Certifying Officers. Since the disbursing officer at 
any Foreign Service Post may be called upon to pay a voucher certified by 
any other post attempting to maintain files of individual signature cards of 
each certifying officer with every disbursing officer was found to be im­
practicable if not impossible. A procedure was developed and installed 
under which a central control desk in Washington now prepares and periodi­
cally distributes complete lists or change lists of facsimile signatures. 
These lists can be mechanically prepared at a very low expense. 

Decentralization of Foreign Buildings Operation Allotments. The 
Comptroller General approved the Department's proposal to decentralize 
its Foreign Buildings Operation allotments to the field and to discontinue 
the practice of allotting funds in both dollars and foreign currency. This · 
will result in the elimination of paper work and permit more effective ac­
counting control over the use of foreign currency by the Foreign Buildings 
Operation. 

Personnel Management Inventory. A monthly inventory report of 
.American Foreign Service salaries and positions by allotment was estab­
lished during the year for the purpose of more effective personnel management 
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control. The report is designed to furnish management with the number of 
positions authorized, filled, and vacant, classified by position title, category, 
grade, annual salary rate and allotment.. A budget summary report was 
also de signed and installed to show the status of salary funds for the entire 
.Foreign Service bl'.I. a monthly basis. These reports furnish management 
with information as to personnel strength and vacancies and the amount of 
funds available for personnel requirements. 

Budgeting. The 1957 budget presentation was rearranged to group the 
several appropriations of the State Department into significant progra1n 
categories that enable a more meaningful presentation. At the same time, 
the appr.opriation and activity structure was adjusted to further improve 
presentation and control of the Department's progratns. The International 
Boundary and Water Commission also developed and submitted in their 
justifications cost-type statements for the appropriations made to the Com­
mission. 

International Cooperation Administration 

Financial Operations. By Executive Order the activities of the Foreign 
Operations Administration were transferred on July 1, 1955, to the Inter­
national Cooperation Administration, a newly created organizatio;n within 
the Department of State. 

Effective with the establishment of the new Agency a comprehensive 
accounting manual was released which provided a completely integrated 
accounting system for the Washington office and the 60 overseas missions. 
The accounting manual was formally approved by the Comptroller General 
on July 20 s 1955, and represents the culmination of extensive efforts to 
establish an effective system for accounting and fiscal reporting activities .. 

Program Approval and Implementation. The Office of the Controller 
spearheaded the development and installation of a system of documenting 
proposed programs prior to submission to the Directo.r, International 
Cooperation Administration, for his approval. The program proposal and 
approved document is supported by necessary schedules and exhibits which 
furnish the Director with background information on prior years 1 activi­
ties and the program content planned for the current year.. Within this 
over-all program approval, the Agency installed a uniform system of pro­
gram implementation procedures which are dovetailed very closely with 
financial requirements. 
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Controller Organizational Changes. A new Program and Procurement 
Methods Division was established within the Office of the Controller. The 
new division places the development of procurement methods, the approval 
of procurement authorizations and bank commitments, and other related 
functions at their proper level and consolidates them under one head within 
the Agency for the benefit of cooperating countries, United States suppliers, 
banks, and other interested parties. 

Interim Financing. For sometime the Agency has been concerned with 
appropriation and allotment structure problems arising from financing 
under Joint Resolutions and the subsequent passage of authorization and ap­
propriation acts. In order to overcome workload problems occasioned by 
the temporary financing arrangements, the officials of the Agency, the 
General Accounting Office, the Bureau of the Budget, and the Treasury 
Department established official appropriation and allotment symbolizations 
prior to July 1, in order that the Agency might begin a permanent classifica­
tion of its financial transactions at the start of the fiscal year. This ad­
vanced planning has saved many man-hours of work by eliminating the re­
classification and adjustment of interim financial activity to formal appro­
priation accounts, and has resulted in mor.e timely and effective financial 
reporting of transactions. 

Financial Reporting. The complexities of the far-flung operations 
of the Agency require careful planning and continuous effort toward im­
proving financial reporting. Analyses and review of operating and manage­
ment problems brought about the following reporting changes during the 
year: 

a. Flash Report. By virtue of streamlined cable report­
ing, the Agency is now able to produce a Flash Report 
of Obligations covering the current year 1 s accounts of 
the Washington Office and the field missions within 
one week after the close of each month. 

b. Over seas Missions Appropriation Reports. Modifi­
cations were made in the system of Mission reports 
on dollar appropriations. These modifications cover 
the format of the report; segregation of basic finan­
cial information needed for general ledger account­
ing from financial program data; and dtie dates of 
the reports have been scheduled in such a manner as 
to avoid excessive workloads at a peak period. The 
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modifications should permit the receipt of the re­
ceipt of the reports in the Washington office at an 
earlier date, thereby advancing the release date 
of the over- all fiscal report. 

c. Agency-wide Financial Reports. Due to demands by 
management for cost and program information by 
appropriation, region,, function, type, y~ar, or com­
bination thereof, a special reporting operation has 
been developed at the Washington level which will 
permit prompt and effective presentation of finan­
cial data required by program personnel and regu­
latory bodies. This operation, which was developed 
toward the close of the year, will permit faster 
accumulation of data in various formats and will 
provide additional data for operating officials that 
was obtainable in the past only through an extensive 
and time consuming operation. 

d. Foreign Currency. The Agency is developing a 
uniform system of program implementation pro­
cedures and an appropriate accounting system 
covering the· use of foreign currency funds. Im­
provements have already been effected in the 
handling of foreign currency reports by the Wash­
ington Office • 

Consolidation of Overseas Missions. Negotiations are in process 
through which normal fiscal accounting functions of liquidating Missions 
will be handled by Embassy budget and fiscal officers. In addition, a 
roving Controller. will be stationed in Paris for the purpose of assuring 
proper financial control and direction on counterpart, end-use, arrival 
accounting, audit, and re lated financial operations for liquidating Missions. 
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TREASURY DEPARTMENT. 

Bureau of Accounts - .Division of Disbursement 

With the cooperation of other agencies for which disbursements are 
made, the Division of Disbursement adopted several significant procedural 
improvements during the year. The following paragraphs are illustrative 
of these improvements: 

Use of Punched Card Tabulated List. A punched card tabulated list 
replaced the book run transcript of addressograph plates for processing 
Civil Service annuity payments and Social Security and Veterans' Benefit 
payments in certain geographical areas. This change will save the Divi­
sion approximately $20 1 000 annually. 

Use of Addressograph. In other areas of the Veterans Administration 
and Social Security Administration where it was not feasible to completely 
substitute a tabulated list for the book runs a change was adopted which 
facilitates balancing operations and reduces the required copies of the ad­
dressograph runs from two to one 1 providing additional annual savings of 
$28, 000 to the Division. 

Effective July 1 1 1955, arrangements were ·made with the Retirement 
Division of the Civil Service Commission under which addressograph 
plates required by the Commission would be made suitable for Division of 
Disbursement use. In discontinuing the preparation of a separate set of 
plates the Division of Disbursement realizes annual savings of $ 2, 000. 

Bill Feed Process. Plans have been worked out by the Division of 
Disbursement with the Internal Revenue Service for extension of the use of 
the bill feed process in the preparation of tax refund checks in those 
Revenue offices utilizing punched card equipment. In addition, the Division 
is converting the issuance of salary checks for Government agencies to the 
bill feed process. It is estimated that savings in excess of $ 38, 000 a year 
will be realized by the Division from the expanded use of this method of 
check writing. 

Simplifications of Other Procedures. Improvement in the method of 
preparing substitute checks, including the use of card checks in lieu of 
paper checks, resulted in savings of about $ 11, 000 annually. Additional 
savings of $ 89, 000 annually were realized by reorganization and consolida­
tion of other operations in the Washington Regional Office. 
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Streamlining of the procedure for processing returned checks was 
made possible by the installation of instantaneous duplicating equipment 
.fo:r the preparation of returned check notices t The Division expects to 
realize annual savings of $ 45, 000. Oi:her changes concerning returned 
checks representing social security payments should result in additional 
annual savings of $ 5 ~ 000. 

Improved Transfer Posting Process. Technicians of the Division of 
D'i.sl)ursement have improved the transfer posting process by successful 
experimentation to make it more automatic and to obtain better impres­
sions on checks through the application of heat. A crossfeed addresso­
graph m.achine has been equipped with an anvil containing a heating ele­
ment maintained at an even temperature by thermostatic control. As the 
check passes over the voucher the platen brings the voucher and check 
into contact and the inscription is transferred. During 1955, this more 
efficient thermal process was used in four offices to prepare income tax 
refund payments with savings arnounting to approximately $15, 000. This 
process for making tax refunds will be extended in 1956 to all regional 
disbursing offices in the continental United States. It is anticipated that 
in ma.king payments by the transfer posting process, the thermal type 
voucher assemblies will replace the fluid type assemblies used by various 
agencies as soon as present stocks of the fluid type assemblies are ex­
hausted. 

Bureau of Customs 

Various improvements were made during 1955 in customs accounting 
including ( 1) establishment of better accounting control with respect to 
'customs employees assigned to do overtime work for importers on a reim­
bursable basis; (2) adoption of better controls with respect to obligations 
incurred and the fixing of responsibilities to assure compliance with the 
provisions of section 1311 of the Supplemental Appropriation Act, 1955; 
(3) installation of tabulating machine operations in the maintenance of non­
expendable property records, including the preparation of ·inventory records 
for use by property accountable officers and by central management for 
an improved property utilization and replacement program; and (4) better 
correlation between administrative accounting records according to the 
various functional activities and the Bureau's budget presentation. 

Bureau of Engraving and Printing 

The quality of the cost accounting has been improved by an internal 
educational program to encourage correct reporting of cost data and to 
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familiarize production supervisory personnel and others having management 
responsibilities with the inherent benefits of the system. An additional ad­
vantage of this program is that it has led to elimination of certain informal 
production reports previously compiled for use by superintendents of 
production divisions. 

Bureau of Narcotics 

A new system of accounting for the administrative expenses of the Bureau 
was developed and installed at the beginning of fiscal year 1955. Some re­
finements were put into effect July 1 » 1955. This system, under which re;.. 
ports are produced within two or three days after the close of the month, 
provides management in the field and in Washington with more current and 
better financial information for the control of appropriated funds. 

Bureau of Public Debt 

The Bureau of Public Debt, with the cooperation of the General Account­
ing Office, is continuing developmental work on a new system of accounts. 
Salient features of the proposed system provide for (1) a single set of ac­
counts incorporating both financial and security (stock) accounting data with 
undivided administrative responsibility for i.ts maintenance; (2) streamlining 
the related accounting and reporting by Federal Reserve Banks and operating 
divisions of the Bureau; and (3) conformance with the central accounting re- / 
quirements of the Bureau of Accounts. Considerable work has been com­
pleted on a revised reporting procedure for fiscal agents on a direct account­
ing basis. It is anticipated that some of the revised procedures will be put 
into operation on a trial basis early in 1956. 

A study program has been initiated under the Bureau of Public Debt 
management improvement program to explore the application of electronic 
data processing techniques to the operations involved in the issuance, re­
tirement and servicing of savings bonds. A symposium was held in July 
1955 with a number of manufacturers of electronic equipment and a detailed 
study of the matter is continuing. Developments to date indicate a strong 
potential for utilizing electronic equipment in savings bond operations at 
substantial savings. 

During 1955, the Bureau adopted a number of procedure changes: 

1. Reuse of marketable securities, in bearer form, which are 
retired upon certain exchange transactions. Previously, these 
securities were cancelled, put through the retirement process, 
and new securities were issued to replace them. Approximately 
500, 000 pieces of securities can be reused each year with esti­
mated annual savings of $ 12 5, 000. 
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2. · Revision of the procedure~ for processing redemp­
tions of matured savings bonds (series G). This improve­
ment will save an estimated $15, 000 annually. 

3. Adoption of a test audit (verification) for redeemed 
savings stamps. This change will save approximately 
$ 22, 800 a year. 

4. Expansion of the accounting procedures involving use 
of a difference account for minor adjustments in redeeming 
savings bonds, started during 1953, to include all series of 
savings bonds. 

Internal Revenue Service 

Revenue Accounting. During the past year efforts were directed to the 
review of the Revised Revenue Accounting System installed during 1954 in 
the 64. District offices. The objective of the review was to ascertain and 
effect refinements in the system after experience gained in its operations. 
These related principally to simplifying the accounting work to the minimum 
of requirements. Simplification of the accounting resulted in a reduction of 
information originally required to be maintained and produced certain econ­
omies without affecting the quality or timeliness of reports prepared for use 
by management. 

An independent evaluation of the effectiveness of the revenue accounting 
system, including methods and procedures was conducted during the year. 
This survey concluded that the fundamentals of the revenue accounting system 
were sound and provided a good working tool for management. However, 
recommendations were made for simplification of the system to effect reduc­
tion in certain portions of the system considered as being overly extensive 
and costly to operate. 

The recommendations presented are being considered and to the extent 
determined to be beneficial the present system can be implemented to in­
corporate the recommendations adopted. 

Accounts Receivable. The effectiveness of the accounting system es­
tablished during 1954 for the control of taxpayer delinquent accounts has also 
been under continuous review during the past year. The study of the current 
system revealed certain disadvantages. Modifications and refinements of 
present procedures are under consideration to effect a simplification of clerical 
work and reporting~ as well as economy of operation .. 



- 73 -

Area Service Centers. During 1955 attention was given to a plan for 
establishing area service centers for the mass processing of tax returns, 
pertaining to the mathematical verification of returns, billing of taxpayers 
and approval of refunds.. The plan contemplates that Di~t'rict Directors will 
continue to receive all tax returns and effect such deposit all collections 
but would send the returns to the area service centers for processing as 
indicated. Certain large volume operations would thus.be concentrated, 
affording the opportunity for adoption of mass production techniques and 
equipment. In addition to anticipated reduction of administration expense, 
DistriCt Directors would be able to give more attention to the important, 
nonroutine functions of collecting the r:evenue .. 

The plan for using are·a service centers was successfully tested for. 
the ten collection districts in the Omaha region.. Accordingly, two such 
centers were established to process, in 1956 1 the less complicated types 
of income tax returns, one being a Northeast Service Center at Lawrence 1 

Massachusetts, and the other a Mid-West Service Center at Kansas City, 
Missouri. ·Two or three other centers to serve the remaining collection 
districts are to be established in the following year. Future plans include 
establishing in the four or five se1·vice cente1"s: (1) the large- scale opera­
tions now performed by the District Directors in connection with employ­
ment tax and excise tax returns; and (2) the work now done at the Kansas 
City Processing Branch with respect to information returns and the mailing 
to taxpayers of income tax forms. 

Office of Admin'istr'ative Services 

Conventional bookkeepi.ng 1.nachine equipment and revised procedures 
for accounting and i=>ayroll erations were installed during the fiscal year. 
The new system provi.d<-:HI bo·th current and ct1mulative data. for each class 
of payroll deduction; s available more current information on the 
l;L'mounts of obli.ga:tions and unobligated balance'5; and results in the 
preparation 0£ financial i·epo1:·ts within five days after the end of the month 
as compa1·ed with fi£tee11 days required under the former manual procedure. 

Office of Production and Defense 

The following significant accounting improvements were made during 
1955 calendar year: ( l) adoption of standard billing and accounting files, 
resulting in more unified bilHng rnethods;. (2) conversion of payroll opera­

, tions to conventional bookkeeping machine processes with the elimination 
of a tabulating ·machine unit; (3) establishment 0£ a more e££icient flow of 
work through the reorganization of cashier functions; (4) consolidation of 
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accounting and administration in connection with claims against carriers 
involving land grant freight rates; {5) adoption of a simplified system for 
accruing administrative expenses; (6) revision of procedures for summarizing 
daily transactions thereby achieving better records for reporting purposes; 
and (7) simplification of the charts of accounts. 

Office of the Treasurer of the United States 

Various accounting operations were simplified beginning July 1, 1955, 
as a result of the establishment of accounts for checks paid and deposits 
received to replace the checking accounts (with funded balances) which were 
eliminated pursuant to Joint Regulation No. 4, Revised, with respect to the 
great majority of Government disbursing officers G 

Other improvements are: ( 1) simplification of procedure for the 
processing of documents concerning substitute checks; (2) the establishment 
of better controls over the receipt, storage, handling and mailing of uncircu­
lated coins (for sale as collectors' items); and (3) installation of a reports 
control program which has resulted in reduction in the frequency of 5 re­
ports,, reduction in the content of one report, the consolidation of two reports, 
and the elimination of 11 nonessential reports (including the preliminary 
statement on the circulation of currency). 

A new cost accounting unit for the Treasurer's Office was established 
in October 1954. Cost ascertainment techniques heretofore applied to 
the check payment and check claim operations are being extended to other 
operations involving measurable units of work. At present the work of 75% 
of the employees in the Treasurer's Office is covered by the cost ascertain­
ment methods. 

United States Coast Guard 

. The District Commander 1 s authority for fund administration was extended 
so as to be more in line with their operational responsibilities. 

The number of allotment accounts was reduced to simplify budgetary 
operations, decrease paper work and provide greater utilization of allotted 
funds in the light of current operational requirements. 

Improved techniques for financing and accounting for maintenance and 
repair work were applied to two bases and depots on a trial basis. This 
development is intended to provide more useful reports for planning and 
control in these areas including fu·rnishing management with a more direct 
means of associating total costs with e.stimates for such work. 
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The capitalization of real property and development of procedures for 
maintaining property accounts was accomplished ·during the year. 

Both a cost type and a conventional type budget were prepared for the 
1957 fiscal year. Tb.ls dual submission for one year wiU provide the Depart­
mental Budget Office, the Bureau of the Budget, and the Congress an op­
portunity to compare and evaluate the relative merits of the different types 
·of budget submissions. 

Bu.reau of the Mint 

The accounting is decentralized to the Mint field installations, finan- · 
cial data being developed centrally by consolidation of field reports. The 
accrual method of accounting has be.en fully used for some time, including 
the mainteri.a.nce of comprehensive cost and ptoperty accounts. integrated 
with accounting data regarding obligations incurred. 

Improve_ments were recently made in collection·proced'llres concerning 
proof coins and medals, ·resulting in the more current and e'~onomical hand-

. li:p.g of mail remittances .. ·The processing of related orders was also im­
proved by adoption of multipurpose business.forms and simplification of work 
flow. 

Preparation of the General Operations Statement (disclosing the statl,ls 
of funds, accomplishments by p~·ograms and ~ctivitie·s, ·costs by activities 
and work ·units,. and forecasts for the remainder of tHe year) was accelerated 
and is now available;for management ·use by the tenth' of each month. Also, 
work is under way tobring ab.ouf'a more direct relationship between the ac­
count~. and the budgetary aspects o.f financial planning at the field level by 
having the accounts· disc:lose as soon as possible all changes in financial 
planning evidenced by allotments, reapportionments; reimbursements and 
other budgetary actions. 

Procedures are presently being revised to eliminate certain problems 
in accounting for the receipt, processing and safeguarding of gold and silver 
bullion,. and other monetary phases of Mint activity. 
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ATOMIC ENERGY COMMISSION 

Accounting and Reporting 

Beginning with the financial report for the fiscal year ended June 30, 
1955, the Atomic Energy Commission is producing mo're informative, 
detailed, and unclassi.fied financial reports for wider distribution within 
the Atomic Energy Commission and to the public. 

Based largely upon data developed through the Production Cost Ac­
counting System, prices have been developed and approved for major 
products and for the use of leased materials, in ac·cordance with--a 
pricing policy and procedures established this year. 

A schedule of the standard service life of various plant and equipment 
items has been developed for use in determining uniform depreciation 
rates on like items of plant and equipment.. 

Budgeting 

Efforts have been devoted during this period toward revisions of the 
budget structure to aid formulation and presentation, which are reflected 
in the fiscal year 1957 budget.. These include showing program costs as 
a gross fi.gure and consolidating revenues into a gross figure of "Rev·enues 
Applied.•• A new pro'gram item called "Other Costs" will segregate~ costs 
of services performed and products sold to non-Atomic Energy Commis­
sion users. Furthermore, all changes in inventories, working capital, 
and unpaid obligations ar·e grouped under the single caption "Increase or 
Decrease in Selected Resources .. " Substantial reductions have been 
effected in the volume of justifications in support of the budget presenta­
tion, and, finally, improvements in budget preparation practices have 

·resulted in reduction of the number of schedules required with consequent 
savings of administrative effort. 
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GENERAL SERVICES ADMINISTRATION 

Budgeting 

The budget presentation of the Administration was rearranged in the 
1957 budget to present the various appropriations under specific categories 
that provide a more meaningful program presentation. In addition to this 
adjustment in format, several changes were made in the appropriation and 
activity structure involving the elimination, consoHdation and establishment 
of individual appropriation items. These revisions serve to identify specific 
programs within the framework and provide for closer coordination with 
organization responsibility. As part of this change, a management fund was 
propQ.p·~rl for the administrative operations activities. This fund is ex­
pected to"lmprove the accounting and control of the activities which service 
the several programs of the Administration. 

:',-"'Coincident with these adjustments, the Administration prepared and 
presented cost type budget statements for several appropriations as part of 
the budget justification material submitted to the Bureau of the Budget. These 
statements bring into the budget process the accrual information developed 
by the accounting system and will enable more effective program review and 
evaluation. 

Simplification of Accounting for Administrative Supplies 

Effective July 1, 1955, administrative supply accounting procedures 
were simplified to permit the distribution of administrative supply stockroom 
replenishment charges to the General Services Administration using activi­
ties on the basis of usage experience, rather than charging using activities 
on an individual requisition basis. Required charges or credits for differ­
ences between opening and closing inventories will be made to using activities 
when physical inventories are taken and at the end of the fiscal year. This 
eliminated the pricing, summarization, and related accounting for about 
12, 000 requisitions .annually. 

Summary Billing Procedure 

Billing and accounts receivable procedures were devised for regions 
presently equipped with mechanic.al accounting equipment, utilizing punched 
card techniques, to produce summary billing statements consolidating many 
invoice amounts on a single document. This document is both a billing and 
payment form and eliminates preparation of over 30, 000 voucher schedules 
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annually by customer agencies. Cards used in preparing the billing statement 
become the accounts receivable record from which monthly trial balances, age 
analyses, and delinquency statements are prepared. 

Simplification in Teletype Billing 

A revised method of billing agencies for teletypewriter services results 
in more prompt billing and fewer billings to each agency. Based on cost ex­
perience over a period of time bills are now rendered on a fixed rate per word 
for the 3, 000, 000 words transmitted over the system each month. This elimi­
nates approximately 400 billings annually by the General Services Administra­
tion and saves the time previously consumed in computing and billing the actual 
cost 0£ individual messages. 

Reductl.on in Frequency of Reports 

Special effort was directed toward reducing the frequency of financial 
reports from monthly to quarterly. With certain minor exceptions all revolving 
fund financial reports are now published quarterly. 

Consolidation of Delinquent Receivables 

A system of consolidating all accounts of a delinquent debtor at one General 
Services Administration office was adopted. The system is expected to produce 
significant savings through the elimination of paperwork and more effective 
control and collection of the delinquent accounts. 

Building Management Fund Accounting 

Improvements in accounting and reporting concepts for this Fund continued 
during the year and included the presentation of operational costs by class of 
buildings.. Arrangements were made for the initial financing by this Fund of 
the cost of repairs and improvements to Government-owned buildings. 

Electric Accounting Machine Operations 

The use of electric accounting machines will be extended to all regional 
offices and the Central Office of General Services Administration in accordance 
with the plans concluded during the last General Services Administration 
Comptrollers 1 conference to obtain increased economy and effectiveness in the 
financial functions .. 

Block Posting of Bills of Lading 

A technique Qf block posting bills of lading of accounts was adopted and 
30 Strategic Critical Materials transportation suballotment accounts were con­
solidated into one allotment account. Postings were reduced from about 14, 000 
to about 500 per year. 
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Revolving Fund for Expenses Related to International Cooperation Adminis ... 
tration Transactions 

With approval from the Comptroller General, a revdlving fund was es­
tablished to account for expenses incurred in rendering foreign aid procure­
ment services to the International Cooperation Administration. Surcharges 
for such administrative expenses are credited to the fund based on an agreed 
percentage of the amount of each purchase requisition received. The use 
of this fund eliminated the necessity of detailed cost distributions to approxi­
mately 24 appropriations each month. 

Barter Program 

Arrangements were made for the General Services Administration to 
perform all services for Commodity Credit Corporation related to the Barter 
Program authorized by Title III, Section 303, Public Law 480, 83d Congress. 
This eliminated the necessity of inventory accounting in Commodity Credit 
Corporation for materials acquired under this program. 

Transfer of Report Preparation Responsibility 

The transfer of responsibility for the preparation of the Report on 
Borrowing Authority and the Statistical Supplement Stockpile Report from the 
Office of Defense Mobilization to General Services Administration (Office 
of the Comptroller) resulted in a savings of four man-years of employment 
in Office of Defense Mobilization. The General Services Administration 
furnished most of the material for both reports and was able to assume the 
remaining functions with no additional staff. 

Real Property Inventory 

An inventory of Federal Real Property in the United States, as of 
December 31, 1953, was prepared at the request of the Senate Committee 
on Appropriations and was published on April 13, 1955, in Senate Document 
No. 32. The details of the inventory are discussed in Part I of this report 
under the subject "Property Accounting Improvements." 

This inventory has resulted in stimulating the various agencies to im­
prove their procedures for recording and accounting for their real property. 
It has served to promote reai property consciousness and has been an in­
valuable tool in connection with the real property management programs in 
the various agencies. This inventory has facilitated the implementation of 
Budget Bureau Circular No. A-2, dated October 18, 1955, issued at the 
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direction of the President. This Circular established general guide lines 
for an intensified review of the real property holdings (other than public 
domain) of each agency aimed at identifying and declaring as excess all 
real properties which are not needed. 

The real property inventory has also been valuable in furnishing members 
of the Congress, the press, trade associations, state and municipal govern­
ments and private citizens with information on Federal Real Property in 
specific areas. 

Property Accounting Surveys 

The General Services Administration and the General Accounting Office 
in cooperation with the agencies have continued the surveys of the property 
accounting and related procedures and activites in various agencies. Since 
the inception of the program twenty- six surveys have been completed. The 
survey program, which covers both real and personal property, is designed 
to (I) achieve accounting control of property transactions, (2) enforce property 
accountability, (3) provide information for management purposes, and (4) 
simplify financial recordation, documentation, and procedures with respect 
to property transactions. 

Some of the results of the, survey completed during 1955 for the Office 
of the Secretary of Commerce were: ( 1) the issuance of a departmental order 
regarding the accounting for equipment, (2) the development of a working plan 
for the implementation of the property accounting and personal property 
management survey recommendations pertaining to the Civil Aeronautics Ad­
ministration, (3) the establishment and revision of various agency account-
ing manuals and procedures relating to personal and real property trans­
actions, and (4) the simplification of the financial aspects of making small 
purchases by expanded use of the imprest fund procedure. 

A survey was also begun of the property accounting practices in the 
Department of Agriculture. During the year, a survey of the Washington 
operations of all the constituent agencies was made. A survey of the field 
operations will be made in 1956. 

Work Measurement Program 

The Performance Analysis or Work Measurement System of the Office 
of the Comptroller has been revised with respect to accounting operations .. 
Based on the satisfactory results obtained, the· Administrator has directed 
the Comptroller 1 s Office to spearhead the extension of performance analysis 
systems to all activitie~; of General Services Administration,. 
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PANAMA CANAL COMPANY - CANAL ZONE GOVERNMENT !_/ 

Timeliness of Financial Reports Improved 

The effectiveness of the financial reports and their usefulness to 
management was enhanced by the streamlining of the monthly closing 
procedure. Top operating statements are now in the hands of manage­
ment by the 15th of the following month, a notable improvement over 
preparation dates in the past. Similar improvement in issuance date 
was made in the underlying monthly reports for operating personnel. 
Final closing for the fiscal year 1955 was achieved by August 12. 

Budget Timetable Established 

Formal adoption of a timetable for the annual budget cycle has pro­
vided adequate time for full review of estimates at all levels of manage­
ment without requiring extension of time in meeting the Bureau of the 
Budget deadline for submission. This deadline was met in 1955 for the 
first time in several years. Establishment of adequate advance planning 
in adoption of budgetary assumptions simplified the preparation of the 
estimates. The allotment procedure was improved to insure better 
monthly control of obligations incurred by the operating offices. Expe­
diting of the monthly final reports permitted the issuance of status 
reports on allotments at a corresponding earlier date with markedly 
beneficial results. 

Account Classification Improved 

Refinements in account classification found necessary to meet the 
needs of operating personnel improved the meaningfulness of accounting 
reports. This is a continuing process. A change in the system of ac­
count numbering was adopted by which posting errors were reduced to a 

'!__/ As a general rule, accounting improvements of entities subject to the 
Government Corporation Control Act are not included in this report. 
However, because the activities of the Panama Canal Company are so 
closely integrated with the civil functions of the Canal Zone Govern­
ment, inclusion is deemed appropriate. 
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mm1mum. A manual was issued describing the content of some 3, 000 
accounts and improved the accuracy and significance of the accounts 
during the year. 

Change in Payroll Procedures 

Following a comprehensive study of payroll procedures, the payroll 
operation was changed from punched card equipment to a combination of 
electric payroll machines and auxiliary equipment of the most modern 
design. It is anticipated that a substantial annual net savings will be 
realized by these changes in payroll procedures and equipment. 

Plant Ace ounting Work Strengthened 

During the year a com.prehensive plant accounting procedure was 
issued. A plant unit catalog of Panama Canal Company - Canal Zone 
Government property was substantially completed in draft form, and will 
be published as Volume IV of the Accounting Manual. A separate branch 
accounting unit was established to handle all construction and plant ac­
counting matters. Work on the inventory and evaluation of property con­
tinued with an augmented staff and an enlarged work week. The evalu­
ation of the properties transferred from the Panama Canal Agency to the 
Panama Canal Company is scheduled to be completed early in 1956. 

Accounting Procedures and Circulars Issued 

The issuance and revision of formal accounting procedures and many 
financial circulars improved work flow, clarified policy and strengthened 
controls. Standard operating procedures were developed and issued at 
rriany points. New forms were designed to meet the precise needs of the 
operation concerned. The various areas covered by the accounting proce­
dures and accounting circulars issued embraced the multiplicity of the 
Panama Canal Company and Canal Zone Government operation. The con­
solidation of the Army and Navy hospitals with those of the Canal Zone 
Government created a heavy workload on the Accounting Systems s'taff 
for many months, with new procedures required to meet the combined 
demands of the military services and the Canal Zone Government. 

Internal Audit Improvements 

The internal audit staff instituted comprehensive audits of Company 
and Government accounts and systems, which aided greatly in the de -
tection and prevention of errors. The work of this activity has been 



- 83 -

reoriented to provide improved internal contr~ls. Emphasis has been 
shifted to the auditing of controls and systems as against auditing of 
specific individuals and items. 

Other. Procedural Improvements 

A constant r·efineme·nt of procedures has resulted in general improve­
ments, the elimination of unnecessary forms and processes, the inte­
gration of work, the simplification of paperwork, a better flow of finan­
cial documents, and economy in the accounting operations. 
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RAILROAD RETffiEMENT BOARD 

Integration of the Accounting and Disbursing Func.tions 

Early in 1955 the Board extended the int.egratio.n of the accounting and. 
disbursing functions to administrative expenses, including the ls suance of 
U~ S. Sa<ving,s: Bonds. A pilot installation was al.so ,i~itiated in June of 
this year to integrate the accounting and disbursing functions for unem­
ployment and sickness' insurance pay1J:1:.ents made through regional offices 
of the Board. The Board estimates that substantial 'sav,ings will result 
and that the time lag between completion of the claim and receipt of 
payment will be reduced .. 

Processing Employer Service and Compensation Reports 

For many years the Board has been confronted with the costly problem 
of adjusting gross earnings reported by employers to the maximum allow­
able under the Act, in those cases where employers reported quarterly 
rather than annually- -approximately one-third of the total volume. This 
was done heretofore by preparing punched cards reflecting adjustments 
for earnings reported by employers in excess of the maximum that can be 
credited for a month. The total monthly amounts reported were punched 
on one card as debit items, the excess amounts punched on another card 
as credit items, and the combination of the two reduced the amounts to 
$350. 00, the present maximum. Even though excess earnings cards were 
produced mechanically, the operation was costly due to the large volume. 

A new method of processing employer reports was developed during 
the year which eliminates the need for the excess earnings punched card. 
This change became possible through the use of improved calculating 
equipment capable of automatically computing quarterly net creditable 
compensation and quarterly gross compensation in the same operation. 
The new method eliminates annually the preparation of 1. Z million excess 
earnings cards, the listing of 6 million cards and the collating of 3 million 
cards. The annual savings to the Board are estimated to be $43, 000, 
which includes personnel costs of $33, 000. 

Other Improvements 

The monthly travel voucher periods for field employees have been 
revised to provide for six different closing dates within the month for the 
various regions. This change provided for an even flow of work, a more 
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effective utilization of auditing and other personnel, and enabled the fiscal 
office to accelerate proce s·s ing schedules to the point that the complete 
process of auditing vouchers, scheduling, issuing the checks, and placing 
the checks in mail channels averages two work days. 
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UNITED STATES CIVIL SERVICE COMMISSION 

General Accounting 

The Commission has continued to perform its administrative account­
ing functions under an acceptable system of accounting and reporting. The 
general accounting system (for Salaries and Expenses appropriations) and 
the revolving fund accounting system previously developed and installed 
have demonstrated effectiveness during the year 1955. Systems designed 
for use in accounting for financial transactions affecting the Civil Service 
Retirement and Disabi.lity Fund and the Group Life Insurance Fund have 
been developed and installed, but their submissiot1 fot' formal approval 
has been deferred pending a satisfactory period of test operations. 

Work Reporting and Cost Analysis System 

The work reporting and cost analysis system is an integral part of 
the Commission's over-all accounting system for the Salaries and Ex­
penses appropriations and was included in the general accounting system 
approved by the Comptroller General on July 28, 1954. However, in ap­
proving the system the Commission was directed to formalize and codify 
the work reporting and cost analysis system. Approximately 65 percent 
of the cost system was formalized during the calendar year 1955 and its 
completion is expected by June 30, 1956, at which time the codified 
instructions will be issued formally as Handbook S-817, ''The Civil Service 
Commission Work Reporting and Cost Analysis System." Since the cost 
system is. designed to furnish a detailed distribution of personal services 
costs (90 percent of total costs) by organizational unit and process and to 
provide useful information to various levels of management for controlling 
the most important cost element of the Commission, the issuance of the 
instructions relating to its operation and maintenance in manual form rather 
than in the form of letters and .circulars will greatly facilitate the appli­
cation of the cost system throughout the Commission. 

Civil Service Retirement Accounting 

Effective with the first payrolls paid after January 1, 1955, agencies 
whose payrolls are not paid by Treasury Department disbursing officers 
were directed to transmit checks for the amounts deducted from their 
employees 1 salaries for civil service retirement directly to the C ommis -
s ion which then makes the deposit into the Retirement Fund as available 
receipts. This revised procedure eliminated the Civil Service Retirement 
Trust Fund Receipt Account and the preparation of the related covering 
warrants, and permits the use of retirement funds for investment and 
expenditure on a more current basis than was possible under the covering 
warrant procedure. 
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On July 22, 1955, the Comptroller General approved a revised proce­
dure covering the processing of amounts collected from former employees 
by set-off against employees 1 civil service retirement ci.ccounts to liqui­
date their indebtedness to a Federal agency. The procedure, made oper­
ative by the Commission on a prospective basis only, provides that 
requests for set-off against amounts available in former employees 1 civil 
service retirement accounts processed by the Commission on and after 
August 1 1 19 5 5, will be settled by the Commission by drawing a check 
payable to the agency requesting set-off on a case bas is. Heretofore, it 
was the practice to notify the agency that the debt had been liquidated, and 
the amount was retained in the Retirement Fund. There has been insuf­
ficient time to evaluate the savings under the revised procedure, but it is 
believed that its adoption will result in a more economical administration 
of the Civil Service Retirement and Disability Fund, and will provide more 
acceptable relations with the sever al agencies involved. 
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UNITED STATES INFORMATION AGENCY 

Fiscal Accounts and Procedures 

A revised system of fiscal accounts and procedures was adopted for 
use as of May 1, 1955. This over-all accounting program includes a 
system of double entry general ledger and control accounts; subsidiary· 
ledgers where required; and registers for classification and summari­
zation of fiscal transactions for posting to accounts by monthly totals 
instead of by daily amounts {resulting in reduction of daily postings to 
ledger accounts) which will provide better accounting control over 
receivables, advances, deposits, funds, property and other transactions, 
and provide a basis for preparation of complete and improved monthly 
reports for management. The first of these reports was submitted as 
of October 31, 1955. 

Allotment Ace ounting 

Recommendations made for reorganizing the allotment accounting as 
a res ult of the survey have been partially adopted by merging in the 
Office of Administration five separate allotment accounting operations, 
utilizing ten {10) employees,·into a single operation in the Finance Divi­
sion with six (6) employees, a saving of four (4) positions, and pro­
viding improved supervision and control. Technical supervision of the 
allotment accounting function maintained by the media services has been 
transferred to the Finance Division, thereby providing greater uniformity 
of operations and better utilization of personnel. Authority to reassign 
media service allotment accounting employees to meet fluctuating ac­
counting requirements induced by flexible program activities in addition 
to the separation of budget and ace ounting functions is also provided for. 

Property Accounting 

Preparation of a system of property accounting and accountability has 
progressed to the point that property record forms, inventory reports, and 
punched card ·procedur~s have been developed. The Assistant Director 
for Administration has indicated his des ire to have this phase of the ac -
counting procedures started by January 1, 1956. The request of the 
Chairman, Committee on Government Operations, dated June 7, 1955, for 
a report of assets held by each department and agency {including property) 
did much to promote adoption of the property accounting provided for in the 
basic accounting procedures adopted in part on May 1, 1955. The property 
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accounting system will first involve an inventory {warehouse) control by 
which demand requirements, usage fa~tors, reorder levels, etc. , will 
provide information for replacement of stock or disposition of inactive 
supplies of materials, such as are now housed in the Bush Terminal Ware­
house, Brooklyn, New York. 

Forms and Procedures 

Forms and procedures to provide accounting control over interoffice 
expenditure transactions between domestic offices in Washington and the 
foreign posts and between the domestic accounting offices have beeri 
developed and are partially implemented. 

Cost Accounting 

A system of cost finding with related forms and procedures is under 
development for the regional production centers at Manila a~d Beirut. 
This system, which also includes a means of inventory control, is de­
signed to replace the existing cost methods from which only. partial 
operating cost·data can be ascertained. This system will provide u,sage 
information which will form the basis of reports which may be used in 
preventing shortages of paper stock, such as occurred recently and 
involved a shutdown of the Manila plant. 

Internal Audit 

The agency's internal audit staff, under the direction of the Chief, 
Finance Division, has assisted materially in the evaluation of newly 
adopted fiscal procedures, and its audit flinction contributed to the 
broader phases of accounting control improvements implemented during 
the year. 
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VETERANS ADMINISTRATION 

Site Audit 

General Accounting Office site audit procedures, previously appli­
cable only to those stations served by the St. Louis regional disbursing 
office, were authorized by the Comptroller General for application in all 
VA offices. As a :result, accounting procedures were revised to dis­
continue the preparation of more than 10, 000, 000 copies of documents 
heretofore required to be submitted for central audit, and to simplify the 
flow of documents. 

Re vis ions of Ace ounting Manuals 

The entire Budget and Finance policy manual was rewritten, thus 
eli.minating various types of instructional media, consolidating others, 
and simplifying instructions for operating personnel. The new manual 
is composed of the following independent parts: Part I - General; Part 
II - Payment of Salaries; Part III - Voucher Auditing; Part IV - Benefit 
Payments; Part V - Administrative Accounting; and Part VI - Reports 
and Statistics. These revised manuals served to rescind a considerable 
number of circulars, emergency interim is sues, letters, and technical 
bulletins, and were designed to eliminate unnecessary detail as well as 
repetitive material. The Administrative Accounting Manual was sub­
mitted to the Comptroller General for approval. 

Integration of Accounting and Disbursing Activities 

A study of potential economies possible through integration of ac­
counting and disbursing activities culminated in a test installation of an 
operating system in the New York Regional Office, covering recurring 
compensation and pens ion payments. The test system is based on 
achieving possible economies through: (1) use of a single punched card 
record of beneficiaries as the agency's record of accounts in payment 
status and as the medium for check preparation, thus eliminating the 
maintenance of a separate file for either accounting or disbursing, and 
(2) by punching the file number in the check, the negotiable instrument 
(check) becomes also an accounting document supplying infor~ation which 
is readily associated with the payee file by both mechanical and visible 
means. The file is under complete accounting control at all times; distri­
bution of payments by accounting program is obtained as a by-product of 
the mechanical control file summarization .. 
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Further integration of processes within the agency is obtained by 
utilizing the award authorization document as direct support for the 
initial payment and, after filing in the claims file, as the support for 
the recurring payments. Also, the capacity of punched card equipment 
already available in the office (but not in the Finance Office) is used for 
all punched card processing except check preparation. 

Automation 

The punched card premium accounting test in the Philadelphia District 
Office was conducted throughout' 1955. In this test, 22, 000 accounts were 
maintained on a parallel basis, i.e., both manually and mechanically. 
During the testing, procedures which provided for policy history and 
status were developed and refined. Collateral procedures for the gener­
ation of lapses, dividends, and renewals were also developed. 

Premium billing on a punched card basis was developed and tested in 
the Denver District Office during the last half of 1955. This procedure 
provides for the establishment and maintenance of policy data card and . 
address card files. Preliminary cost estimates indicate that the punched 
card procedure will be slightly cheaper than the present addressograph 
system besides providing for mechanical preparation of renewal certifi­
cates and dividend authorizations. Conversion procedures were refined 
and the Denver and St. Paul District Offices are scheduled to start con­
verting on January 1, 1956. Philadelphia will start not later than July 1, 
1956. The policy data card developed for this procedure is compatible 
with that of the Philadelphia test. 

Preliminary investigation has been made into the possibility of con­
version of insurance records to magnetic tape. An essential preparatory 
step in· the design of a magnetic tape procedure is the definition of the 
problem; much of this work has been done during the punched card ac­
counting and billing tests. Moreover, data gathered during these tests 
will permit systems designers to approach the problem with a positive 
knowledge of the scope of the job. It is believed that the contemplated 
conversion of manual records to punched cards, outlined above, will pro­
vide an accurate, rapid, and economical means of bridging the gap between 
manual records and magnetic tapes should the decision be made to take 
such a step. 

Changes in Account Structure 

Consolidation of Loan Guaranty ~\.ccounting Functions. The loan 
accounting functions, which formerly were divided between the Loan 
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Guaranty Division and Finance Division in regional offices, were consoli­
dated in the Regional Finance Di vis ions during this year. This cons oli­
dation of the accounting functions and related changes in procedures 
reduced documentation, provided better internal control, and made possible 
annual savings of approximately $250, 000. 

Benefit Payment Accounts. A new system of accounts and reports 
eliminated entries to budgetary accounts which previously duplicated 
entries to the cash accounts. The revised procedures result in the accu­
mulation of significant financial data ln a manner conducive to good 
management and a more economical operation. The economy achieved 
is estimated at $37, 000 per year. 

Capital Outlay and Assets. The account structure for asset acquisi­
tions was simplified, resulting in a substantial ;reduction in general ledger 
capital asset accounts. Technical design and site costs of new construc­
tion incurred centrally are transferred for inclusion in individual field 
station capital accounts. 

Decentral~zation of Insurance Accounting. · General ledger accounts 
for policy loans, policy liens, dividend credits, and dividend deposits 
we re established at district offices. Coincident with the establishment 
of these accounts in the general ledgers, a series of reciprocal inter­
office accounts was established to control the transfer of individual loan, 
lien, or dividend credit and deposit records between stations. Dupli­
cation at the district offices in the maintenance of summary control 
ledgers in the Premium Acco,unts Division and the control accounts in 
the general ledgers was avoided by merging both operations in the Finance 
Division. 

Accounting for insurance disbursements and noncash transactions was 
decentralized to district offices within the regular series of general ledger 
accounts maintained at field stations. This change permits development 
of much of the data for financial statements of insurance funds and appro­
priations from field station financial reports and the elimination of the flow 
of a considerable volume of documents to Central Office for posting. 

Supply Fund. Supply fund general ledger accounts were revised in order 
to furnish management with an analysis of income and expense for each of 
the several operating functions financed through the supply fund at supply 
depots. 



- 93 -

Changes in Procedures 

Financial Reports. A review of field station report.ing requirements 
resulted in (1) elimination of a number of reports and revision of others, 
which facilitated field station preparation and Central Office processing; 
(2) placing report due dates on a "field station release'' rather than a "due 
in Central Office" basis; and {3) submission of certain report data in 
punched card form by those field stations having equipment available. 

Procedures were developed and installed whereby the same format is 
used in certain major areas for reporting proposed operating plans and 
the results of such operations. Provisions have been made for directly 
relating actual cost to planned operating objectives with comparisons 
being made between the two, and variances being shown where applicable. 

Work Measurement. A revised work measurement system prescribing 
new standards and new methods of measuring the workload was placed into 
effect. The new system permits the measurement of end-product indices 
within each department for use in the formulation of appropriation estimates 
and in the management of existing appropriations. 

Insurance Applications. Streamlined processing of applications for 
Veterans Special Term Insurance was developed and installed in all dis -
trict offices. The new procedure eliminated the preparation of under­
writing work sheets and, in most cases, "dummy" premium record cards. 
It is estimated that savings in excess of $200, 000 annually will result from 
this change. 

National Service Life Insurance Dividends. A procedure was developed 
to provide for mechanical computation of National Service Life Insurance 
dividends and to prepare voucher continuation sheets from computed punched 
cards. This procedure will produce annual savings of approximately 
$200,000. 

Policy Loans. During the year a punched card procedure was developed 
for the handling of detail policy loan accounts. This procedure was tested 
in St. Paul and, having proved satisfactory, is now being installed in the 
other district offices. This will mechanize the annual interest computation 
and apply remittances to interest and principal for about 200, 000 National 
Service Life Insurance loans. Savings are conservatively estimated to be 
$70, 000 per year. A procedure has been developed for the 100, 000 U. S. 
Government Life Insurance loans but has not been installed because of 
delays in equipment delivery. 

History Records. The elimination of dividend credit history cards was 
made possible by the introduction of "previous voucher number" into the 
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dividend credit balance card. This change resulted in the elimination of 
1, 300, 000 history records and the attendant operating and clerical costs 
involved in maintaining these records, a saving of $55, 000 a year. 

Posting Premium Deductions from Benefit Payments. Procedures 
were developed to place premiums collected by deduction from benefits 
under positive control. This permitted the elimination of detailed posting 
to approximately 260, 000 premium record cards per month. Instead, 
accounts in a district office for which collection by deduction from benefits 
is authorized in a regional office are placed under reciprocal controls in 
each office. The controls are adjusted by all changes in authorization. 
It is conservatively estimated that this procedure resulted in a saving of 
$238, 000 per annum. 

Premium Waivers. Procedures were developed to utilize punched 
cards in the Office of Chief Actuary to produce vouchers to establish cost 
of premiums waived and to effect reimbursement for waivers due to extra 
hazard. A file of 72, 000 punched cards in the Statement Division which 
duplicated data available in actuarial cards was eliminated. Instead, a 
control ledger was used to record changes in status of accounts under 
premium waiver and to verify accuracy of vouchers produced from actu­
arial records. 

Supply Payment Procedures. Dual handling of rece1vmg reports, etc. , 
by field stations and Central Office, and a substantial volume of inter- . 
office communication. was eliminated by decentralizing to supply depots 
and field stations the responsibility for payments to vendors for items 
purchased centrally but delivered to the field. Savings in this area are 
estimated at $11, 000 a year. 

A change in procedure, which provided that reimbursement for inter­
station shipments of supply fund property would be made quarterly unless 
the value of the property exceeded $100 .. 00, produced savings of approxi­
mately $10, 000 per annum. 

Budgetary Administration. The primary objective in this area was 
an increasingly effective use of the cost approach to budgetary manage­
ment, both in the formulation of appropriation estimates and in the control 
of funds previously appropriated. Pro forma budgetary statements looking 
toward the submission of the fiscal year 1957 appropriation estimates on the 
applied cost basis were prepared following extensive consultation with the 
Bureau of the Budget. Although these cost statements supported only the 
1957 estimates prepared on the obligation basis, it is hoped that the 1958 
estimates will be acceptable on a cost basis. Improved fund control 
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techniques were developed for fiscal year 1956 based on annual budgetary · 
plans for field stations, and featured the elimination of personnel ceilings 
and of automatic quarterly fund withdrawals. 
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OTHER AGENCIES AND OFFICES 

Executive Office of the President - Bureau of the Budget 

Revisions in accounting, disbursement and internal control practices 
as developed from the recommendations in the joint .survey report of the 
Bureau and the General Accounting Office have proved to be very helpful 
to the internal budget and accounting activities of the Bureau and has 
reduced documentation and paper work. A manual covering the account­
ing operations of the Bureau was developed and submitted to the General 
Accounting Office for review and was approved by the Comptroller 
General on April 9, 1955. 

Federal Civil Defense Administration 

The Federal Civil Defense Administration moved its National Head­
quarters Office from Washington, D. C., to Battle Creek, Michigan, 
effective September 1, 1954. This move resulted in the loss of 80 percent 
of the agency• s accounting and budget staffs. Replacements, obtained 
almost without exception from local sources, had no previous experience 
in the Federal service. The few experienced employees who moved from 
Washington were faced with the difficult task of keeping the accounting work 
current while at the same time assuming the additional responsibility of 
training the new employees. Consequently, the maintenance of accounts 
was seriously impaired for the greater part of they.ear 1955. However, 
additional funds were made available by the Congress for administrative 
operations during the fiscal year 1956 and, starting July 1, 1955, the 
agency has conducted an intensive recruitment program which brought the 
Fiscal Office staff to full strength by November 15, 1955. For the most 
part, employees are now sufficiently trained to perform their assigned 
duties and responsibilities satisfactorily. Accounting records are ap­
proaching a more current status and fiscal reports are prepared and sub­
mitted on a timely schedule.. The field audit force has been expanded to 
handle the increase in disaster relief work, to check and review existing 
projects, and to prepare for new projects planned for the near future. 

The agency is now formalizing its Administrative Accounting Manual 
for Program Appropriations, and expects to submit it to the General 
Accounting Office· for approval by the Comptroller General not later than 
February 15. 1956. Although much remains to be done, it is encouraging 
to note the progress in recent months toward an adequate accounting 
program in this agency .. 



- 97 -

Federal Communications Commission 

Accomplishments during the calendar year 1955 inclUded: (1) com­
pletion and preparation of a report on the survey of the programming, 
budgeting, accounting and reporting requirements of the agency; and 
(2) installation of a new time-saving procedure for payments of fixed 
monthly recurring charges. This latter procedure was approved by the 
Comptroller General on July 18, 1955. 

The survey mentioned has been completed and a report in process of 
preparation. Recommendations to be submitted in the Report of Survey 
provide for simplifications in the procedures; integration of costs with 
the general accounts; complete accounting disclosure; and coordination 
of programming, budgeting, accounting and reporting. The recommen­
dations. contemplate the installation of a new system, and the development 
of an accounting manual for submission to the Comptroller General for 
formal approval. 

The new procedure for paying fixed monthly recurring charges sub­
stitutes one consolidated voucher, prepared by tabulating machine 
process~ for approximately 75 vouchers previously processed each month 
and the checks are prepared by a transfer posting process. Savings have 
resulted in the Commission's field ~nd central offices, the Treasury Dis­
bursing Office, and the General Accounting Office. Contractors now 
receive payments promptly without submitting vouchers or invoices. 

Federal Power Commission 

During the year, procurement and property functions were transferred 
from the Division of Budget and Finance to a newly established Division of 
General Services within the Office ·of Administration. Accounting and 
budget functions were integrated as a consolidated program of fiscal 
management, and procurement and property functions were consolidated 
with supply and other administrative services to afford better m<:tnagement 
of these activities. 

Studies of budget preparation and presentation have been initiated to 
provide better budgetary administration. The c-ost ac.counting system is 
under review to insure economical operation, full coordination with the 
budget objectives, more meaningful budget presentations, and adequate 
ope rating reports £or management purposes. 

An Imprest Fund has been established which eliminates considerable 
paper work heretofore involved in srnall expense items. 
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General Accounting Office 

A completely revised accounting system for the administrative oper­
ations of the General Acco.unting Office was formally approved by the 
Comptroller General. This system provides accrual accounting, ac­
counting control over inventories and fixed assets, responsibility ac-
e ounting, simplified fund control, eUmination of duplicate record keeping, 
and prompt and complete reports to management. A feature of the new 
system is the Statement of Operating Costs issued monthly to each Divi-
s ion and Office to provide it with cost information regarding activities 
under its director. In addition, the system of detaHed property account­
ing records was revised to provide complete detailed control by the use of 
composite equipment record cards with a simplified system of documen­
tation. 

The conversion of accounts receivable controls, records, and proce­
dures from a manual to an electric accounting machine basis is being 
extended to cover claims of carriers against· the Government. Savings 
comparable to those obtained in the mechanization of the accounts, records, 
and procedures relating to Government-wide carrier overpayments, pre­
viously reported, are· anticipated. 

House of Representatives - Sergeant at Arms 

A new accounting system developed near the close of last year for the 
disbui:sing operations of the Sergeant at Arms was substantially adopted 
during 1955, and has resulted in improved control over operations. During 
the year the system has been further simplified and control improved by 
changes in the cash settlement forms and procedures, re vis ion of the 
other accounting forms and better .control- over deposits. 

Interstate Commerce Commission 

Following a survey of the accounting system of the Commission, with 
the cooperation of the General Accounting Office, a revised accounting 
system was developed and installed on a test basis. After the test period 
the system, with such modifications as may be required, will be submitted 
for the approval of the Comptroller General. The system under test pro­
vides for the development of costs by organizational units and by activitie.s, 
and is designed to simplify the preparation of reports and other data re­
quired by management to control operations. 
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The installation of parts of the recommended system has resulted 
in a 50 percent reduction of the cost accounts previously kept. Also, 
the maintenance of stores records has been materially simplified by 
elimination of (1) pricing individual stores requisitions and (2) the 
recording of costs in the detail stores records. The value of stores 
will be reflected in the general accounts and adjusted on a periodic 
basis by physical inventories. 

Joint Senate and House Recording Facility 

This activity produces radio and television transcriptions for members 
of the Senate and House of Representatives on a reimbursable basis. It is 
financed jointly from appropriation funds and from a revolving fund in 
which revenues are deposited. 

A revised accounting system was developed during the year and instal­
lation is now in progress. Principal features of the new system include: 
(1) a set of commercial-type general accounts to produce business-type 
statements and budgets; (2) provision for adequate distribution of costs to 
the various types of services rendered; (3) accounting control over inven­
tories and fixed assets; (4) realignment of operations to provide better 
internal controls; and (5) simplification of accounting and billing for sales. 

Library of Congress 

Through the issuance of administrative memoranda to the several de­
partments and divisions of the Library, improvements have resulted in 
coordinating operations with financial management. A progress reporting 
system was established for gift and trust fund activities and for special 
projects. Nonexpendable property has been placed under accounting con­
trol. Better coordination of ace ounting operations in the book purchasing 
activity has elirn,inated duplication of work in the accounts and tabulating 
offices. 

National Ad vis or y Committee for Aeronautics 

The outstanding accounting improvements of the year were: (a) a re­
vised accounting system on a full accrual basis was completed; (b) finan­
cial reports for research activities are prepared quarterly from the books 
on the accrued expenditures basis and are reconciled with the allotments 
to the laboratories; and (c) inventories of materials, supplies, and equip­
ment are under accounting control and are verified at least annually by 
periodic physical inventories. 

An audit staff has been organized under the Fiscal Officer and is 
making examinations of the fiscal activities of the agency. 
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National Science Foundation 

The accounting system approved by the Comptroller General on 
November 5, 1954, has been successfully installed.· 

The rubber research functions of the Federal Facilities Corporation, 
in.eluding the U, S. Government Laboratories at Akron, Ohio, were 
transferred to the National Science Foundation on June 30, 1955, These 
facilities are operated under cast reimbursement type contracts and ac­
counting and reporting for these operations has been integrated in the ac­
counting system adopted~ 

The Foundation has, since 1951, given contLnued attention to the subject 
of indirect costs connected with research supported by the Federal Govern­
ment at educational institutions. In 19 54, the Bureau of the Budget re -
quested the Foundation to complete its stud~es on the amount of indirect 
costs which should be allowed by similar agencies for research contracts 
of a similar nature. The Foundation submitted a report in June 1955 on 
its recommendations for a uniform policy for paying these indirect costs. 
The report has been circulated by the Bureau to all agencies for their 
comments. 

Small Business Administration 

The manual covering the accounting system installed July 1, 1954, by 
the Small Business Administration was formally approved by the Comp­
troller General July 27, 1955. In conformity with the requirements of the 
approved system, additio,nal and supple1nental procedures were issued 
covering major accounting operations and practices in the following areas: 
(1) acquired collateral; (2) administrative property; (3) imprest funds; (4). 
loan disbursements; (5) allotment accounts and records; (6) billing and 
collection of loans; and (7) uniform records maintenance and disposal. 

Progress was made in the program of decentralization of loan account­
ing and disbursing by establishing new fiscal offices in Kansas City and 
New York. 
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APPENDIX A 

THE BACKGROUND, NATURE, AND OBJECTIVES 
OF THE 

JOINT PROGRAM TO IMPROVE ACCOUNTING 
IN THE FEDERAL GOVERNMENT 

Origin and Background of the Program 

The Joint Program to Improve Accounting in the Federal Government 
grew out of mutual efforts begun shortly after the close of World War II 
by the Comptroller General, the Secretary of the Treasury, and the 
Director of the Bureau of the Budget, to find a more effective means for 
discharging their interrelated responsibilities for leadership in their 
respective fields. Through the prior years, accounting and related cen­
tral fiscal agency requirements had become an unwieldy centralized 
structure too singularly dedicated to the purpose of insuring accounta­
bility and compliance with legal limitations with respect to the receipt, 
expenditure, and custody of public funds. Essential as the latter purpose 
was, and still is, accounting processes designed to accomplish only this 
objective could not cope with the dynamically changing needs of the 
Congress, the President, and agency management. 

Nature and Purpose of the Program 

The Joint Program is a Government-wide cooperative effort under the 
joint leadership of the Comptroller General of the United States, the Secre­
tary of the Treasury, and the Director of the Bureau of the Budget, to make 
accounting of maximum usefulness to all concerned. Its purpose is to give 
the executive branch better information for management purposes, the 
Congress better information for acting upon appropriations and other legis­
lation, and the public a clearer picture of the financial condition and oper­
ations of the Federal Government. 

Concepts and Objectives of the Program 

The fundamental concepts on which the progra1n is based were expressed 
in a joint program policy statement issued on January 6, 1949, as follows: 

11 (1) The maintenance of ace ounting systems and the producing of 
financial reports are and must continue to be functions of the 
executive branch. 
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"(2) There must be an audit independent of the executive branch 
which will give appropriate recognition to neces's features 
of internal audit and control.. Properly designed accounting 
systems are a vital factor to the effectiveness of such inde~ 
pendent audite 

11 (3) Full opportunity is to be afforded to the executive branch for 
participation in the development of accounting systems as an 
essential to meeting the needs and responsibilities of both the 
legislative and executive branches in the establishment of ac­
counting and reporting requirements .. " 

These statements still convey the underlying philosophy of the program .. 

The basic objectives of the program are the modernization and simpli­
fication of accounting in the Government to ineet the needs of the legis -
lative and executive branches. In brief, the program contemplates that 
the accounting of the Government should serve management and others: 
(a) by reflecting revenues and their sources; (b) by showing the cost of 
carrying out the responsibilities placed upon the executive branch by 
actions of Congress; {c) by supplying a basis for estimating the cost of 
proposed activities; and (d) by furnishing a yardstick to measure accom­
plishments against planned objectives. In addition, it should serve to 
safeguard the public funds and inform the Congress and the taxpayers 
clearly of what happens to the funds provided for Govermnent activities. 

Legal Authority for the Program 

The underlying philosophies expressed in the fundarnentat concepts 
and objectives of the program were enacted into law by the Congress in 
the Budget and Accounting Procedures Act of 1950. The Act provides for 
the first time specific legislation which defines the responsibilities for 
accounting, auditing, and financial reporting in the Government. It in­
cludes provisions setting forth (a) the basic concept of agency responsi­
bility for adequate systems of accounting and internal control; (b) the 
responsibility of the Comptroller General of the United States to prescribe 
accounting systems in terms of principles 1 standards, and related require­
ments; (c) the responsibility of the Treasury Department for central ac­
counting and financial reporting of the Government; and (d) authority 
sufficiently flexible to permit keeping the fiscal machinery of the Govern­
ment on a modern bas is when further changes are required. It also 
provided for the joint leadership of the program by the Comptroller 
General, the Secretary of the Treasury 1 and the Director of the Bureau of 
the Budget. Related legislation concerning financial control in the Post 
Office was also enacted in 1950. The joint program became the principal 
means of carrying out the provisions of these Acts. 
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Cooperative Working Arrangements of the Program 

The individual departments and agencies as essential working partners 
in the joint effort assume prime responsibility for developing thl!;;il.r systems 
of accounting and internal control which will recognize and service the 
unique management needs springing from the highly diversified and complex 
programs and operations which they conduct.. The central fiscal agencies ... :.. 
the Treasury Departmentv the Bureau of the Budget, and the General Ac­
counting Office- -cooperatively assist the agencies in those basic ground 
level steps and also conduct an intensive program aimed at simplification 
of .central requirements and the elimination of any overlapping and dupli­
cating central accounting, auditing, and reporting processes and req.uire­
ments. The cooperative plan also provides for appropriate integration of 
the accounting of the Treasur-'y Department with that of each agency, with 
the paramount objective of providing a basis for full disclosure of the over ... 
all financial results of the Government's operations .. 
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APPENDIX B 

c T OF THE JOINT PROGRAM 

To those many individuals who have been participants in the Joint 
Program from the beginning as representatives of the operating agencies 8 

the inherent advantages of the cooperative working arrangement between 
the central fiscal agencies and their own organizations in achieving prog­
ress is an accepted fact. To others who have entered the program more 
r~cently~ or who are more remote from the scen_e~ a brief treatment of 
its cumulative aspects may be helpful in gaining a full understanding of 
its potentialities for continuing achievements. 

The Joint Program to Improve Accounting in the Federal Government 
was devised, and is being conducted, as an orderly evolutionary process., 
In this process, both in its central or Government-·wide aspects and in 
the improvement of individual agency accounting, progressive develop­
ments which lay a firm foundation for other improvements have been em­
phasized rather than a "crash" approach which might overtax existing 
facilities and disrupt the continuity of accounting and reporting operations., 
Immediate improvements, in the right direction, are effected even though 
they may fall short of ultimate objectives .. 

The present over-all accounting Junction in the Federal Government 
bears little resemblance to that which existed at the close of World War II. 
Evolving from the changed philosophy and approaches embodied in the Joint 
Program, the foriner rigidity of agency accounting, which was too ex­
clusively geared to service burdensome central fiscal requirements, has 
given way substantially to flexible, multipurpose systems of accounting 
and internal control. These systems are being tailor-made to serve 
agency management needs and yet provide, in common, a better basis for 
budget presentation and control, and for appropriate interlocking relation­
ships with Government-'Yide accounting and financial reporting needs center­
ing in the Tre~sury Department. Meanwhile, the central paper mill, which 
had unduly constricted the purposes of agency acc~unting and fostered 
"red-tape II' has been largely dismantled 0 In its place a there has been erected 
on an evolutionary basis a sifi?.plified structure of accounting and reporting 
processes consistent with the ultimate goal of establishing a better and fully 
integrated basis for financial reporting of the Government as a whole while 
at the same time continuing adequate controls from an accountability stand­
point. Geared to these accounting developments is the conversion of 
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auditing approaches of the General Accounting Office from a centralized 
detailed transactions audit to an audit conducted at the site of operations 
utilizing generally accepted auditing principles and standards for commer­
cial enterprises to the extent applicable and with provision for appropriate 
determination of legal compliance., 

The general nature of the broad achievements of the Program in two 
main areas - central accounting and agency accounting - are de scribed 
below. They are necessarily brief and for fuller details reference should 
be made to the several Annual Progress Reports. 

Central Accounting and Fiscal Procedures 

The change's which have been made in this area have been based on the 
fundamental policy of placing primary emphasis,. for all purposes to be 
served, on the systems of accounting and internal control in the operating 
agencies. In ·lin~ wi.th this policy there has been steady progress in dis-
mantling and ·otherwise elirninating central accounting and related fiscal 
procedures and requirements which duplicated or were in lieu of agency 
accounting, or which were incompatible with the proper developments of 
agency ac~ounting to. serve the many diverse management needs involved., 
There follows a general description of some fundamental changes which 
have been made in this area: 

l. The General Accounting Office is no longer in the 
accoun~keeping business for the Government as a whole. 
Two developments are of particular significance in this con­
nection: 

a. The General Accounting Office eliminated its 
Accom:iting and Bookkeeping Division on December 31, 
1950, and the related requirements for submission by 
the agencies of millions of collection and expenditure 
documents and reports used as posting and control 
media for over 500, 000 accounts and control ledgers 
previously maintained. This action was taken on 
December 31, 1950, about 90 days after the passage 
of the authorizing Budget and Accounting Procedures 
Act of 1950 (which wrote the concepts, policies, and 
objectives of the Joint Program into law). This funda­
mental change in the accounting make-up of the Federal 
Government was done on the basis of increased utiliza­
tion of safeguards and controls established in systems 
of accounting and internal control in the administrative 
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agencies 11 coupled with extension of General Account­
ing Office audit processes to the accounts maintained 
in the Treasury Department and administrative agen­
cies.. This included provisions for reviews of pro­
cedures incident to~ and examination of :1 reconcilia­
tions of cash transactions between the agencies and 
the Treasury Departn1ent. 

b. With strong recommendation frorn the General 
Accounting Office 1 supported by the Treasury Depart­
ment and the Bureau of the Budget, the Congress 
enacted the Post Office Department Control Act of 
1950 on August l 7, 1950, transferring the responsi­
bility of postal accounts from. the General Accounting 
Office to the Post Office Department.. On November 
15, 1950, about 90 days after passage of the act, the 
General Accounting Office abolished its Postal Ac­
counts Division and. transferred its functions and per­
sonnel (about TIO people) to the Post Office Depart­
ment. This change was rna.de possible by the assump ... 
tion of respon s on thE~ part of the Departm.ent 
for establishing its of accounting and internal 
control jl together with the extension of the compre­
hensive audit progran1 of the General Accounting 
Office to the entire operations of the Post Office De­
partment and the postal service. 

2. As indicated in Part I~ two further steps were taken in 
1955, in the direction of further elirnination of detailed processes 
in the General Accounting Office on the basis of greater utiliza­
tion of accounting and internal control procedures at th.e points 
of operation. They are: 

a. Fol.lowing a joint stu.dy by the staff's of the 
Treasury Departrne.nt,, Bureau of the Budget, and 
General .Accounting Office, the Secretary of the 
Treasury and the Comptroller General approved a 
course of action for establishing in the Treasury 
Department a cor.npletely revamped procedure for 
"payment" of all checks drawn by Governn1ent dis­
bursing officel's on the Treasurer of the United 
States o The revarnped operation, which is based 
on establishrnent of an electronic data processing 
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system, will integrate the processes concerned with 
"paying" such checks with those required for recon­
ciling the paid checks against issue records a This 
will m~ke it unnecessary for the General Accounting 
Office to continue ~ts present detailed processes in 
connection with the reconciliation. of paid checks. 
Thus, by utilizing the results. of revamped internal 
controls in the Treasury, the General Accounting Of­
fice will eliminate further its detailed work in c·on­
nection with its audit functions o 

b. Legislation recommended by the Joint Program 
will, if -ena_cted, repeal present legal requirements 
under wh~c;h the General Accounting Office must main­
tain on its ~oaks accounts for some 35, 000 "lapsed" 

· appropriations a~'ld will place such accounting responsi­
bilities in the_ agencies. 

3. A complete change of appr<?ach in the account prescrib­
ing function of th_e Comptroller General of the United States has 
been made in line with the shift of prime responsibility for ac­
counting fo the a.dministrative agencies and the concurrent re· 
moval of the concentration of fiscal controls in the General 
Accounting Office., In place of the former emphasis on across­
the- board uniformity with respect to accounting system details, 
the Comptroller General, under the enlightened provisions of 
the Budget and Accounting Procedures Act of 1950, now exer­
cises his prescribing authority in terms of general principles 
and standards and related requirements of accounting for ob­
servance by the executive agencies u This is done after con­
sulting the Secretary of the Treasury and the Dir_ector of the 
Bureau of the Budget concerning their 1accounting, financial 
reporting and budgetary needs and after:considering the 
needs of the agencies. Thus, flexibility ;is provided to recog­
nize the diverse management needs of aHi 'concerned and en­
able the agency heads to mold their accounting systems to the 
widely varied operating programs they administer. 

To ·replace the old system of numerous prescriptions as 
to accounting details, the Comptroller General has adopted the 
policy of issuing few but well-considered and well-defined ac­
counting policy statements supplemented by· explanatory and 
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illustrative material and by General Accounting Office Staff 
participation with the agencies in the particular accounting 
problems. In commenting on the principles and stand~rds 
for accounting developed by the Comptroller General under 
the Joint Program, the Hoover Commission in its June 1955 
report on Budget and Accounting stated: 

"The C omptrolle~ General's responsibility for prescrib­
ing the principles, standards and related requirements 
for accounting to be observed by each executive agency 
has resulted in his issuing a statement of accounting 
principles and standards for guidance of the agencies. 
These principles and standards which were developed 
in consultation with the executive branch have been set 
broadly, are sound 3 and permit flexibility in their ap­
plication. They have been helpful and in our opinion 
are in complete harmony with the proper objectives of 
accounting improvement in the executive branch." 

4.. Receipt, appropriation and related fund accounts in 
the agencies and in the central accounts of the Treasury De­
partment have been completely revised and greatly improved; 
the outmoded warrant system has been virtually eliminated; 
duplication in accounts, reports, and procedures·of the ac­
counting and disbursing functions of the agencies and the 
Treasury Department has been reduced; and the central 
accounting and reporting function of the Treasury Depart­
ment has been reorganized and streamlined.. The list of 
these changes is long and, for this reason and because 
1955 changes substa.ntially rounded out a cycle involving 
these many changes, a separate Appendix C is included in 
this report covering their cumulative effect o 

5. Substantial improvements have been made in budget:­
ing under the leadership of the Bureau of the Budget consistent 
with the improvements in accounting. Among them has been 
a substantial simplification of the financing pattern which pro-
vide s greater flexibility and an improved basis for establish-
ment of effective program controls utilizing modern account-
ing methods. Greater use of costs, based on accrual ac-
counting, in the budget process has been a corollary develop­
ment. The following illustrate the developments along these lines: 
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In Fiscal Year 1950, there were 758 current and per­
manent appropriations; in Fiscal Year 1956, the number of 
such appropriations had been reduced to 491. In Fiscal 
Year 1950, ·Only 28 budget presentations were made. on the 
basis of accrued costs; in the Fiscal Year 1956, such 
presentations had increased to 118. A further advance oc­
curred in the 1957 Budget when this number increased to 
120 ( 116 "business-type" and four "cost-type 11 presenta­
tions) and accrued cost budget statements were submitted 
for 3 7 other appropriations for use as supplementary 
materials in the budget processes. Starting with Fiscal 
Year 1951, all budgets presented financial data as to the 
activities being performed under each appropriation and 
the activity classifications have been continuously refined 
and made more meaningful since that time. 

These budgeting improvements have been correlated 
with accounting improvements toward one of the most 
fundamental objectives of the Joint Program - that of 
providing a common basis for program planning, budget 
preparation, accounting and managerial control, including 
realistic performance data in reports. 

Agency Accounting 

As previously stated, a primary objective of the Joint Program has been 
to mold and shape accounting to make it of maximum usefulness to manage­
mento This has required emphasis on adapting the individual accounting 
systems for the many diversified operations and activities to the particular 
management problems involved in each case o The problems under this 
approach vary substantially as between agencies, and as to different ac­
tivities within such agencies. It is therefore not possible to provide a con­
cise summary of the cumulative effect of agency accounting improvements 
under the Joint Program which will appropriately recognize the many types 
of impr.ovements ii1' the several different types of accounting units found 
throughout the agencies. This su-mmary is therefore limited to a brief 
description of some of the more general types of improvements which have 
been emphasized in the work which is being done by the agencies throughout 
the Government. 

1. Accrual Accounting. Application to an appropriate 
degree of the accrual basis of accounting, including the 
development of cost data, has received emphasis from the 
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very beginning of the Joint Program .. At this time 9 a 
significant number of the departments and agencies have 
incorporated this basis of accounting in their accounting 
systems. · It should -be pointed out that the degree of ap.:. 
plication of the accrual basis, from the standpoint of its 
practical usefulness for management and control purposes, 
varies considerably in different types of situations.. These 
range all the way from industrial or business type acti­
vities which require complete application of accrual ac­
counting on the basis comparable to the best that private 
industry employs to relatively simple administrative units 
where minor adaptations. of cash accounting are sufficient., 

2. Property Accounting. An important element of 
the accrual basis of accounting has been the emphasis on 
financial accounting for the Government's resources.in 
the basic accounting systems of the agencies who adminis­
ter themo It is not possible to furnish any summary as 
to the dollar amount of assets which were under account­
ing control in the agencies before the Joint Program 
started. Attempts to develop this information generally 
failed or, where figures were included in the reports of 
commissions and others which studied the matter, they 
were largely informed estimates or appraisals o Today, 
under the impetus generated by the Joint Program, much 
(but not yet all) of the Government 1 s assets are under 
financial accounting control. At June 30, 1955, an 
analysis of reports of various agencies which have estab:­
lished financial property accounting as an integral part 
of their general accounting systems discloses gross fixed 
assets of $ 66. 4 billion, inventories of $ 31. 4 billion, and 
other assets 1 of $50.1 billion. These are in addition to 
the Government Corporation reports which include an ad­
ditional $ 3. 1 billion in gross fixed assets and $ 5. 1 billion 
of inventories under accounting control. In addition, 

These assets include substantial amounts of agency investments in public 
debt securities of the United States, interagency accounts receivable and 
other assets which would be eliminated in a consolidated balance sheet of 
the entire Federal Government. 
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inventories and other properties aggregating $ 54 billion 
in the Army and _the Air Force (exclusive of amounts in­
cluded in the figures previously cited) are stated in finan­
cial reports of those departments pursuant to monetary 
property accounting systems in process of development 
and integration with their basic financial accounting 
systems. 

3. Development of Costs. In a number of the agencies 
whose assets are included in the above figures the amounts 
reported were produced from accrual accounting systems in 
which the usage or consumption of the as sets are reflected 
as costs of operations. As evidence of the extent of this 
development, 60 bureaus or agencies produced accrued 
cost statements ("business-type" and "cost-type" state­
ments) in 1955 for the presentation and analysis of Fiscal 
Year 1957 Budgets o In other agencies cost-based budgets 
are utilized in controlling some of the internal operations 
although they have not yet be en extended to the formal 
presentation for appropriation budget purposes. 

4. Decentralization of Accounting. The shift of em­
phasis under the Joint Program from concentration of ac­
counting in the central fiscal agencies of the Government 
to the prime responsibility for accounting by the operating 
agencies carried with it a corresponding need fo.r re­
orienting internal agency accounting. Prior to the beginning 
of the Joint Program much internal agency accounting was 
concentrated in the w·ashington, D .. C., or other main of­
fices of the agencieso. In many cases the accounting in the 
main office duplicated accounting which the field offices 
and other installations kept for their own management 
needs. Vigorous programs have been conducted in practically 
all agencies to decentralize the detail accounting to field 
offices and installations with consolidated reporting to the 
main office where summary control accounts are main­
tained. This is in line with the principle of the Joint Ac­
counting Program that agency accounting should be de-
signed to serve the needs of management and should be 
administered at the points of greatest effectiveness with-
out duplication in the various levels of management. 
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5., Integrated Programming, Budgeting, Accounting and 
Reporting. Use of accrual accounting systems and related cost 
data along with common-denominator classifications for pro­
gramming, budgeting 1 accounting and financial reporting has 
received continuing emphasis under the Joint Program.. Such 
integrated systems facilitate budget preparation and presenta­
tion and provide realistic performance data for comparison 
of actual results with budget projections. Fully integrated 
systems of this nature have been developed by numerous agen­
cies and progress along these lines is continuing. Virtually 
all of the agencies carrying out public works type of programs 
incorporate these features in their systems. 

6. The Allotment System. A major fault of the allotment 
system for the control of funds prior to the time the Joint Pro­
gram started was that, in its concern that funds expended did 
not exceed limitations, it often carried internal control to an 
extreme of detail that was unnecessarily restrictive and 
cumbersome o Recognizing that a multiplicity of detailed al­
lotments, suballotments, and sub- suballotments, often for 
very small sunJ.s, was not the best 1nethod to obtain ade-
quate economy and efficiency in agency operations with proper 
safeguards against overexpenditure of authorized funds, the 
Joint Program has emphasized a new look at this phase of 
internal control.. The result has been substantial reductions 
in the numher and kinds of allotr.oents and subdivisions of al­
lotments without diminution of essential safeguards. A few 
typical examples will illustrate the degree of simplification 
which has been accomplished in this general area.. (a) in 
1953, the Selective Service Syste~m installed a control system 
of a single allotment to each State office and thereby elimi­
nated about 4, 650 allotment accounts in the field offices and 
1, 200 general ledger accounts in the central office; (b) the 
Veterans Administration has reduced the number of allot­
ments to the operating units and installations by about 90% 
during the past two years resulting in a reduction in allot­
ment accounts from about 48, 000 to about 3, 600; and (c) 
the Agricultural Re search Service of the Agriculture De­
partment reduced the number of its allotments from 2 74 in 
Fiscal Year 1954 to 35 in the 1955 Fiscal Year .. 
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7... Internal Audit. A major facet in the improvement of 
internal control within agencies has been the development of 
interna~ audit techniques and organizations. Prior to the en­
actment of the Budget and Accounting Procedures Act of 1950" 
such internal auditing as existed in the agencies (other than 
audit of contractor 1 s records for "contract audit" purposes) 
was confined rather generally to checking the clerical accuracy 
of disbursement documents.. Since 1950 some two dozen agen­
cies have initiated broader internal audit programs. ·There 
has been an increasing awareness on the part of top agency 
management of inadequacies in existing systems of operation 
to provide necessary safeguards at· all operating levels for 
control over costs and expenditures~ receipts and revenues, 
and assets, and assurances that authorized programs or ac -
tivities are being conducted in an effective, efficient,, and 
economical manner. While the systems of internal audit 
established to meet this management need vary as to the date 
of establishment, coverage, and scope of authority in the 
several departments and agencies, the increasing use of in­
ternal auditing as an independent appraisal activity within 
agencies for the review of the accounting, financial and other 
operations as a basis for protective and constructive service 
to management represents noteworthy progress in the develop­
ment of effective agency internal control. 

Administrative Savings 

The central objective of the Joint Program is the development of the 
kind of accounting which will produce timely and reliable financial data 
which enables management at all levels, and all others concerned, to plan, 
direct, supervise and control operations more effectively and, economically. 
The economies from more efficient operations resulting from achievement 
of these objectives are by their nature largely unmeasurable and not directly 
identifiable with the accounting improvements which help make them possible" 

While concentrating on this main objective, attention has also been 
'directed at effecting savings in the performance of the accounting operations 
themselves through elimination of duplication, unnecessary paperwork, 
mechanization of accounting processes, application of advanced techniques, 
etc. The annual progress reports contain many illustrations of this type of 
improvements and others with which the agencies concerned have been able 
directly to identify specific savings. 
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It is not possible here to provide any concise summary of the in­
numerable savings of this type which have been realized since the Joint 
Program began. Some general indication of the significance of what 
has been don~ in this area can, however, be obtained from the following 
illustrations. 

1. There has been a reduction in the number of em­
ployees in the General Accounting Office of over 3, 000 
since the Joint Program began (i.e., since the fiscal year 
ending June 30, 1949). This is generally indicative of the 
effect of the elimination of centralized recordkeeping and 
reduction in clerical work in connection with central audit­
ing processes combined with utilization of systems of ac­
counting and internal control in the operating agencies 
through on- site audits and otherwise. 

2. The elimination of General Accounting Office 
central accounting and reduction in central audit processes 
naturally carried with it elimination of requirements for 
preparation of millions of vouchers, reports, or other docu­
ments by all agencies which formerly were prepared to 
"feed" such central processes. Therefore, the reduction in 
the size of the General Accounting Office is also reflected, 
in substantial part at least, in simplified procedures through­
out all agencies of the Government. 

3. As is brought out in Appendix C, the cumulative, ef­
fect of the evolutionary changes which have been made in 
streamlining the Treasury's system of central accounting 
and reporting have resulted in readily identifiable annual 
savings of about $ 1, 000, 000, in that Department. These 
changes are also reflected in simplified procedures through­
out all agencies of the Government. 

4., The projected establishment of an integrated elec­
tronic system for paying and reconciling checks will save 
an additional $ 1. 75 million annually in the General Account­
ing Office and Treasury Department as well as about 
$ 500, 000. annually in the Federal Re serve Banks., 
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5,. Savings .made by the various administrative agen­
cies which are directly relatable to improved internal 
systems and procedures have in the aggregate been even 
more significant. Typical examples have been illustrated 
throughout the various annual Progress Reports., The list 
is too long and diversified to repeat or illustrate here 
but it represents improvements in administrative account­
ihg processes through simplification of procedures and 
elimination of paper work which in the aggregate amounts 
to many millions of dollars in recurring annual savings .. 

A concise summary such as this cannot do justice to all the benefits 
obtained throughout Government from the improvements in accounting and 
related financial management functions since the start of the Joint Program" 
All elem~nts of Government - the Congress, the General Accounting Office» 
the Treasury Department, the Bureau of the Budget, the departments and 
independent establishments, the bureaus and other agencies of such depart­
ments and establishments, the field activities, and the many other branches 
and types of Government organizations - have participated.. It is in the 
parts of the whole, the parts where operations are planned, directed, and 
supervised by individual management, that effective and economical ac­
counting which meets the needs of such individual management and still 
produces financial data required for top Government management and direc~ 
tion produces its greatest benefits. 
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CEWrRAL ACCOUNTIN~ AND REPOR'l1ING BY THE TREASUHY_ DEPARTMrmTY 

The System of Central Accounting ----------· ... --·---~~--~· ~ 
rrhe Budget and Accounting Procedures Act of 1950 ( 61+ Stat.. 832) 

is the ler-::al basi~;i for what has been done in the past f:i.ve years in 
reorganizing the central aecountlng' and reporting of' the Treasury 
Department relating to the extensive caeh operations of the Federal 
Government.. This reorganization, be ca.use of its widespread effect i.n 
the Govermnent, has necessarily· been somewhat evolutionary in nature .. 

In developing the new accot111ting system to its present stage, two 
primary objectives have been present" These objectives, which under­
lie the provisions of the 1950 Act itself were: 

1.. To elimina.te or simplify, wlthout the sacrifice of essen­
tial m-1feguards, certain complicated and unduly restrictive 
procedura.l requirements involving the receipt a.nd ex.pendi ... 
ture of Government funds and the accounting therefor; and 

2 .. To bring ever.closer the realization of a complete and inte­
g:ra.ted system of e.coounting for the cash operations of the 
Government as a. whole (not only the Treasury) ba.sed on the 
progressive revision or eliminatlon of traditiona.1 central 
control processes. 

To best understand what has been aceomplished in carrying out these 
obje~tives, it is necessary to consider: first, the main features of the 
syst~m (or more appropriately the centralized procedures) which existed 
prior to the 1950 Act; second, the progressive modification of the old 
syst~m which has taken place from 1950 to 1955, providing the necessary 
basis for installation of the new central accounting processes and accom-
plishing substantial annual on a government-wide basis;g/ and 
finally, the purpose a.nd structure of the new system of central accounts 
being installed as of July 1, i955., 

17 This appendix is taken from Parts III and IV of the "Report on Account­
-::- .ing Developments in the Trea.sury Department" prepared by the Treasury 

Bureau of Accounts, Service, under date of December 31, 1955., 

g/ Annual savlngs which have been identified, mostly i.n areas involving 
Treasury activiti.es 1 aggregate e.bout $1 million. In addition, another 
$1 million were saved annually by the abolition, on December 31, 1950, 
of the AccQ1mting a.ncl Bookkeeping Di vision of the General Accounting 
Office under the j_mpetus of the 1950 Act.. It should by no mea,ns be 
inferred that these are all the dollar savings which have been realized 
as a result of the comrersion of the central accounting processes since 
1950.. To a large extent the benefits of the simplification of proce­
dure are widely spread in varying degrees throughout the Government .. 
Hence, much of the economy achieYecl cannot very well be expressed in 
dollars .. 
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The most and least expensive place to make a 
fo:rmal accountine the Government's da\V·to-day cash transactions 
is as close as the cash operations themselves. Such cash 
operations a.re conducted (a) by fiscal (accountable) officers, speak­
ing oollectiveJ,y, who handle collections for deposit with the Treasury 
or for other authorlzec;l disposition or make expenditures by drawing 
checks on the Treasurer of the United States or effecting payments in 
some other manner; and (b) the Treasurer of ·the Uni.tad States whose of-
fice is responsible. the receipt and custody of money deposited by 
fiscal officers checks dl'awn by seal officers on 
the Treasurer 1s central accounts (located in 
the Bureau of consolidate financial informa-
tion reported segments of 
the may be presented 
in central the Government as 
a whole. 

to 1950~ the Bureau of Accounts · 
and Warrants) occupied a da.y-to-dey' 

requirements of. law~ in the 
of Government funds. 

No the vouchers of an administrative 
agency until such funds for that purpose to be 
"advanc~d" -to the officer within the l:i.n4ts of the appropri-
ation involved a docurnent, known· as an accountable warrant, was 
issued for the of the Trea.sury and coun.tersigned by the 
Comptroller General the United States@> Pursu.ant to such accountable 
warrant the amount, of nadvance" was placed to the credit of the dis-
bursing officer J.:n a checking account with the Treamu•er o:r the United 
States. D:i.sbursing had to make .an accounting for such "advances" 
according .to each involved. Without engaging in a. dis- .. 
cussion of the . aspects of these procedures, it is 
important to note law required so much emphasis and formality 
in accounting for . was authorized i.:.o be sp~nt that, little was done 
to provide an eys"l;em . .for bringing together curre.ntly and 
011 a consistent the ac·tual resuJ:t,s ot disbursing operations .• ; 
Only once a year, fol"' ·t.he purpose o.f prepar:i.ng the historical Combined 
Statement of Ret~eip'ts P.ur..pendi tures and Balances of' the Uni·ted States 
Government, were expendi'hlrre data corrrpiled on the ba~3Js of disbursing 
officers' ac:countse 

\ 

On the receipts side Jr :requi:re1nents of law likewise interfered 'with 
the performance of accounting in a normal ma.rm.er. Money collected for 
deposit with the Treasury was n()t recognized fo:r credi. t to receipt, ac­
counts or as repayro.ents for credit to a.ppropria:t,i.on or o·ther fu.nd accounts 
until the certificates of deposjlt were received 'through banking channels 
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by the Treasurer in Washington.; were processed in the Treasm."er •s 
Office, and were stated by ·bha Bureau of Accounts (Division of Book­
keeping and Warrants) cm documents, knmm as covering warrants~ which 
were is$ued for the Secretary and countersigned by the Comptroller 
General. It is signift.cdnt;, that this procedure rli.d not provide an ac­
counting for the receip·t~s and repayments according to the month or other 
period in which the money was collected e·,ran the period in which the 
Treasurer actually received credit for the deposit of collections& 
The system was cumbersome also li>ecause of the delay in making available 
for clisbtt-rsement certain ootlections even though the money was already 
appropriated at the time" of collection. only did such collections I 

have to go throu.gh the "covering" process Washington, as described, 
but the formality of issuing accountable warr£ints a.nd ttadvan6ing" the 
funds to disbursing officers had t}o be 

Four separate sets of appropriation ac1Joui1ts were maintained: one 
set, collectively speaking_, in the various adnLi.nistrati ve agencies to 
which the appropriations were made; another set in the Division of 
Bookkeeping and WaJ:1rants of the Treasury Depai.--tment~ a. third set in 
the Accounting and Bookkeeping Division of the General Accounting Of­
fice; and a fourth set, agai11 collectively speaking, by. the disbursing 
officers of ·the Government to 'Whom "advancesu under the appropriations 
were made. The administrative agencies, the .. Treasuey Dep~t:ment and 
the General Accounting Office each also maintained a set of receipt 
accoun-cs. These d..i.fferent sets of accom1ts for ·t:..he same da:ta frequently 
were not nee es Sarily kept on the same basis Witih respect to the ti.ming 
of entries wi·th the l"esult tha·t conflic·t;:Lng information often was pro­
vided in financial reportso 

In the adrninistra:tive agencies, accounting for· the sake of pre­
venting the over-obligation of appropriations usually was the paramount 
concern. The set of appropriation accoux1ts in the Division of Book­
keeping and Warrants was primarily for the put'pose of determining how 
much could be "advanced" to disbursing under each appropriation. 
The accounts in the General .Accounting were maintained princi• 
pally for audit purposes and to provide a for action by, the 
Comptroller General in approv-lng requisitions "advances" 'to disburs-
ing offlcers and countersigning related .. Disbursing officers 
found it necessai7 to keep approp:r.iation in discharging. their 
accountability for "advances". · 

In this situation the. administrative in order to prove 
their accoun-hs had to look, on the one the official accounts 
of disbursing officers, as to a bank., -wi.th respect to most expenditures; 
and on -the other hand, to m01.1thly statements the Treasury's Division 
of Bookkeeping. and Warrants with respect to :receipts. and certain inter­
agency or interf'und tra.nsa.crtions which were :recorded directly in the 
accounts by warrant action alone~ 
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Under this system reliance was placed primarily on accounting 
in the Treasurer•s office in compiling the data to show currently 
the Government's-receipts, its expenditures (on the basis of when 
checks were paid by the Treasurer) and the budget results. Extra­
ordinary devices were necessary to obtain this data, with distinction 
between so-called budget and non-budget receipts and expenditures and 
subclassifications to identify programs or organizations. A multipli­
city of checking accounts, as a rule paralleling groups of appropriations 
or funds,, was created to provide the classified data.e Many expenditure 
transactions, not normally requiring the issuance of checks,, never·theless 
were run through these checking accounts in the for.m of checks and de­
posits in order to obtain a desired classification of certain data. 
In addition, some expenditure transactions recorded only by warrant in 
the appropriation accounts of the Division of Bookkeeping and Warrants 
had to be brought into the picture along with the data derived from 
the Treasurer 1 s accounts. Another complication was that separate 
documentation (different fo:i:~ms of certificates of deposit) was re-quired 
in the depositing of collections for credit to checking accounts as 
distinguished from depositing receipts or repayments to be covered into 
the Treasury by warrant. These are some but not all of the devices and 
expedients which had to be used for current reporting in the absence of 
a more realistic and integrated system of accounting for the cash 
operations of tl1e Government. 

In 1948 the first step was taken to obtain dlrectly fl"O!fl disbursing 
officers classified expenditure data (on the basis of their payments 
made by checks or in cash) for use in compiling the central reports on 
expenditureso This was only a partial a:l:,tempt to overcome difficultios 
of reporting under the existing system because the action applied only 
to disbursing officers of the Treasury 1s Division of Disbursement and 
also because it dealt only with disbursements ........ not with receipts and 
repayments,., It was a significant step, however, in view or a number of. 
considerations which later were controlling in shaping the new system 
of central accounting and reporting under the 1950 Act; namely: 

le The accounting of disbursing and collecting officers fo:r 
the actual tra.nsact,ions they handle -- not an accounting based on 
central operations involving warrants and checking accounts -· should 
be the source for obtaining classified receipt and expenditure data 
for central accounting and reporting both for current and historical 
purposes. 

2. Cash which disbursine and collecting officers have outside 
the Treasurer's account, such as disbursing c~sh on hand, deposits in 
commercial ba1~{s, advances to agents, undeposited collections and de­
posits in transit, should be an integral part of the central accounting 
and reporting system along with the ca.sh in the Treasurer 1s account~ 
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3. Checks drawn by disbursing officers on the Treasurer should, 
pending paymen·t;., be accounted for as liabilities of the Gmrernment 
since they replace other liabilities, on the books of administrative 
agencies, liquidated by issuance of the checkso 

4. The receipts and expenditures shovm in the official accotmts 
· of disbursing and collecting officers, rendered to the General Ac­
counting Office for audit and settlement, shoulu be tied in on the 
one hand with the accounts of administrative agencies by means of 
statements of transactions and, on the other hand, with the accounts 
of the Treasurer on the basis of cash outside the Treasurer's account 
and checks outstanding payable by the Treasurer. 

5. The kind of central accounting in existence prior to 1950, 
geared to warrant requ:Lre.ments, should be converted to a system bring­
ing together,, in stumnarized form, information on the receipts, expendi­
tures, and cash operations of the Government invisaged in the first 
four considerations. 

These considerations, with others not the least of which ·was the 
objective to save money through the sixnplification and strea.mlin:tng 
of central control processes coupled with the problem of keeping pace 
with the increasing complexity and decentralization of the Government's 
operations, were the background for certain provisions in the 1950 Act. 
These were (a) section 114 deal:ing with the central accounting and 
reporting responsibilities of the Secretary of the Treasury and 
(b) section 115 giving authority to the Secretary of the Treasury and 
the Comptroller General to waive, by joint regulation, the requirements 
of law concerning warrant procedures. 

Developments from 1950 to 1955.. As a result of an intensive re­
view of the central operations of the General Accounting Office and 
Treasury Departn~nt, and consistent with the objectives of the 1950 Act, 
the Accounting and Bookkeeping Division of the General AccoWJ.ting Of-
fice was abolished by the Comptroller Gener al effective December 31., 1950. 
As a corollary a great volume of paper work on the part of the executive 
departments and agencies was cut out during 1950 by the· action of the 
Comptroller General in discontinuing the submission to the General 

. Accounting Office of various documents for au di ting and accounting 
purposes. 

From the standpoint of the Treasury Department, the first thing 
m:tich had to be done, if further progress.was to be made in stream­
lining and otherwise improving the central accounting and reporting 
in line with the considerations previously mentioned, was for the 
Secretary of the Treasury and Comptroller General to take advan ta.ge 
of the provisions. of the 1950 Act empowering them to relax the rigid 
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requirements of law regarding warrant procedures. Their first joint 
regulation, pursuant to this authority, was ~ssued September 22, 
1950 -- ten. days after the 1950 Act became law. The regulation pro­
vided that collections representing repayments to appropriations 
should be deposited with the Treasury for credit directly to the check­
ing accounts of specified disbursing officers. Thus the amount of' 
repayments would become immediately available for dis.bursement without 
the necessity of going through a cycle of operations, a.s previously ex­
plained,, involving "covering" the collections :\,rite the Treasury and 
making "advances" to disbursing officers. Moreov·er, the official ac- . 
counts of disbursing officers could be looked to as the proper source of 
information on repayments for inclusion in the Treasury's central accounts 
and reportso It should be noted that with this change of procedure.ii 
repayments were to be recorded in the central accounts according to the 
months in 'Which the transactions appeared in disbursing officers' ac­
counts rather than when covering warrants could. be prepared in Washington 
from certifica:tes of deposit. 

The second joint regulation was issued April 16 to become effective 
Ma;y 1,, 1951,. It provided, 'With minor exceptions~ for "advancing" for 
disbursing purposes the full amount of each appropriation by using a 
combined appropriation and accountable warrant. This did away with the 
necessity of administrative agencies ha:ving to requisi.tion disburs:ing 
fun:ls and of keeping accounts in such agencies and in the Treasury's 
Division of Bookkeeping and ·warrants to show the unrequisitioned bal­
ances of appropriations. Another liberalizing development was that by 
this time procedures had been modified 'Whereby various types of transfers 
between appropriations, for both expenditure and non-expencli."ture trans ... 
actions,, were being handled through thl 1accounts of disburs:ing officers 
rather than by central warrant action • .=r 

By July l, 1951 a new set of central appropriation accounts had 
been installed to replace the accounts with unrequisitj_oned balances. 
The new accounts were designed· to show the expenditures (and repayments) 
ro1d the unexpended balance of each appropriation or fund on the basis 
of the sunnnarized transactions shom1 in the official accounts of dis­
bursing officers rendered monthly ·to the General Accounting Office for 
audit and settlement. In line -wj. th this action,, plans were made to 
modify the form and substance of tl1e official accounts of disbursing 
officers so as to meet the needs of central accounting and reporting 
as well as to serve. audit purposesl'i) The first modification of the 
disbursing officer~ s form of account was effected by Acco1mting Systems 
Memorandum No. 18 issued by the General Accountine; Office on July 10, 
19$1 and it consisted of a rearrangen~nt of data in the account to 
f aoilitate its use as posting media for the 'l'reasm~y • s central acco\.mts. 

y See Section 1210 of the General Appropriation Act, 19Slo 
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The third joint, re6rulation was issued June 12,. to become effective 
July 1, 1951. It provided.., with a few exceptions, that collections' 
representing special fund receipts and trust fund x·eceipts should be' 'de .... 
pos:tted with the Treasury for. credit directly to the checking accounts 
of' specified disbursing off:J.cers. These are receip·hs which at the time 

·of collection have aJ.rea.dy bean approp:dated by the Congress for expendi­
ture. So the third joint regulation extended the same procedure to these 
classes of receipts as Joint Regulation No. l had provided for repayments 
to appropriations. This was a further step in using the accounts of dis­
bursing officers as the main source for classified da.t,a regarding receipts,, 
expenditures arid related cash operations of the Government. 

On December 12, 1951 ·the third joirit re gul.ation was amended to apply 
to a class of transactions initially exempted. These were payroll de­
ductions made by Treasury disbursing officers for employees• contributions 
to the Civil Service Retirement and Disability Fund. By this a:mendmentj 
the crediting of the Trust Fund for employees• contributions became a 
simple matter of making bookkeeping entries in the accounts of the dis-
bursing office.t' s paying the payrolls which accounts, turn, became the 
media for postings to the Trust Fund account on the Treasury central 
bookse Former~, crediting the Trust Fund required a cycle of operations 
which involved: having disbursing officers draw and deposit vr.i..th the 
Treasury checks for the payroll deductions; centrally preparing "covering" 
warrants from the certificates of deposit; posting the covering warrants 
to the receipt account for the Trust Fund; issuing appropriat:i.on warrants 
based on the covering warrants;. and posting the appropriation warrants to· 
the Trust Fund account. 

The three joint regulations issued within the period of a year 
greatly simplified certain Govermnent-wide procedures and went a long 
way in providing for better central accounting processes. Therefore, . 
during 1952 most attention was given to:. (a) accomplishing some procedural 
improvements which were essenti.al to a good system but were not dependent 
upon the issuance of joint regulations of the Secretary and Comptroller 
General; and (b) creating a better central accounting organization, as 
contemplated by. the 1950 Act. · 

A bettermethod for the cancellation of checks by disbursing officers 
was instituted and also disbursing officers were permitted to cancel many 
checks wti;ch formerly required central action in the General Accounting 
Office. 1t Incidentally, numerous cancellation transactions were brought, 
by the new method, better focus £or the reconciliation of disbursing 

· officers• checld.ng accounts performed in the General Accounting Office. 

1/ See Accounting 
Office, dated June 

the General Accounting 
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Another procedural improvement was the establishment of accounts, as in 
business,, to take care of small ~fferences of· less than $1 .(e.g., over­
payments ~4 underpa~ents of vouchers) in the accounts of disbursing 
officers .• :!:! The use of a. "small difference account" predluded col1ection 
and other work which was too expensive for .the sums.involved. Still 
another procedural development in 1952 was the adoption of/a policy for 
the wldesprea.d use of imprest funds !or small purchases. ,g The proper 
use of such funds, as in business, expedites small procurement operations 
and reduces paper work in accounting. 

By Treasury :bepar·tment Order No. 164, dated December 12, 1952, the 
Secretary created a, Division of Central Accounts, .in the Bureau of Ac­
counts, thereby corisolida.tirig the bookkeeping functions of the Division 
of Bookkeeping and War.rants and the Division of Disbursement. It is the 
responsibility of this new Division to maintain the central ~c;counts of 
the Qovernnient contemplated .by Section llli of the 1950 Act. l.t An im• 
media~e effect of thi~ reorganization ·was the streaml:tning of a variety 
of inter-related accounting operations which previously had been performed 
separately by the Division of Bookkeeping and Warrants and the Central 
Office of the Division of Disbursement. At the same time~ work in con .... 
verting the central accounting for receipts to more mechanized methods 
by the use of tabulating equipment_, which had been progressing gradually., 
was brought to completion. 

Consideration of further modifying warrant procedures was concerned 
next with the concept of the accotmtability of disbursing officers. Such 
officers were being held accountable for the "advances" made to .them 
from appropriations., as previously explained. So the disbursing officer 
was required to rel'l.der his official accounts for audit and. settlement on 
the basis o~ the undisbursed balances of individual appropriation or other 
fund accounts. His liability ·ho the United States was stated in such 
accounts.in terms of the undisbursed balances of the "advances" made ac ... 
cording to individual appropriations and of other funds along with an 
analysis of what purported to be the assets in his custody,, consisting of 

"Ji See Accounting Systems Memorandmn No. 25 of the General Accounting Of­
fice, dated October 31, 1952. 

· g/ See Regulation issued jointly by· the General Services Administration.t 
Treasury Department and General Accounting Office, dated Narch 10, 1952. 

3/ The same departmental order established, in the Bureau of Accounts, a 
- Division of Central Reports to carry out the Secretary's responsibilities 

for central financial reporting under Section 114 of the 1950 Act.. It 
also made the Commissioner of Accounts respons:lble for the development 
and adm:i.nistration for the Secretary of internal auditing requirements 
to be observed by the several bureaus and o.ffices of the Department,, in 
line with Section 113 of the 1950 Act. 



- 124 

his 0 check book" balance with the 'l'reasurer and various :real assets such 
as ca.sh on ha.nd, deposits in banks (if any), and cash advanced to agents. 
It should be noted tlv:tt according to this concept each disbursing of ... 
ficer was held aocotmtable for not exceeding the "advances" made to hilll 
in respec·h of each individual appropriation -- notwithstanding ·che fact 
that the administrative agencies, in approving vouchers for payment, are 
primarily responsible fqr keeping expenditures within the limits of 
their appropriations. "JI 

A number of special accounting operations, peculiar to the dis­
bursing activity alone, were required to carry out this concept of 
accoun·tabili ty.. Much paper work was required ·bo make °transfers of funds" 
from cen-cral funding officers (to whom "advances 11 were made by accountable 
warrant) to disbursing officers in regional or other field locations. . 
These transfers were based on estimates made by the administra.tive agencies 
concerned of the pa:ylnents that would need to be made during a month or 
other period by disbursing officers at differen·~ locations. Checks and 
deposits were processed through banking channels to give effect to these 
transfers in the checking accotm.ts of disbursing officers. In addition 
to the initial transfers from funding officers to disbursing officers, 
there were many transfers required, in normal course,, between disbursing 
officers and back to ·funding officers. And, of course, disbursing of­
ficers, other than those in the Defense Department, had to keep appropri• 
ation accounts and collateral records in order to disclose currently the 
available balances for paying vouchers according to the appropriations or 
funds against which drawn. 

The first of three steps taken to establish a ·more log:i.cal concept 
of accountability for disbursing officers, and one which calls for 'the use 
of much simpler procedure, was the issuance of a fourth joint regulation 
on June 30, 19)3$ Briefly, this new concept was to hold a disbursing 
officer accountable only for the actual financial transactions of hill1sel£ 
and his agents; namely, for the checks he issues and "Whatever actual cash 
he may receive., Joint Regulation No. 4 waived the requirements of law 
for "advances" to disbursing officers. It also discontinued the preparation 
and use of warrants for the covering receipts into the '.rreasury. But 
the join·t regulation did not.; at this time, go all ,the way in accomplish.;. 
ing procedural simplification · this area* It provided that checking 
accounts disbursing officers should continue to be funded from ap­
propriations but on a.n administrative basis instead·· of on a legal basis 
With accountable warrants. Nor was the procedure changed, this 
time, in another respect~ Disbursing office:i:s continued to maintain 

"J:/ In the Defense Department, disburro.ng.officers not 
receive "advancesn according to individual appropriations and so· 
recorded payments against balances their 
counts Subsequently, .,._.., .... ,.,,,,.,<_,,,.<t· 

offices D~:??partment 
funds on the basis the 
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accounts showing the amount which could be disbursed with respect to 
individual appropriations. These accounts were also to be funded adminis­
tratively to correspond with the credits made administratively in the 
checking accounts. The immediate effect of the fourth joint regillation 
was to relieve· disbursing officers of accountability.in a legal sense.for 

. maldng payments against balances :maintained with respect to individual 
·appropriations and other funds. Therefore, the practice in disbursing 
offices of maintaining and checking current records to· assure the sur-· 
ficiency of balances prior to the payment of. vouchers was discontinued. 

Treasury Department Circular No. 926 was issued on June 301 1953 
to ease one aspect of the checking accoi.mt problem. Since "advances" 
to disbursing officers by accountable warrant had been of a personal 
nature the resultant checking accounts with the Treasurer were being 
carried in the names of the disbursing officers. So with every change 
of disbursing officers a new account had to be added to the multiplicity 
of existing checking accounts, each requiring transfers of funds, new 
check stock and other special actions. Pursuant to the Department Circu­
lar checking accounts ceased to be carried in the names of disbursing 
officers and became permanent accounts for disbursing stationp. 

Work during the latter part o.f 1953 and into 1954 was concentra·ted 
on completing a specific plan for a comprehensive and unified system of 
c~ntral accounts pertaining to the cash operations of the Government. 
This work culminated in the issuance of Treasury Department Circular 
No. 945, on May 11, 19.54, establishing the framework for such a system• 
Another purpose of the circular was to furnish, for the guidance of all 
departments and agencies, advance information concerning further pro­
cedural changes in the offing which were necessary to make the new system 
effective. This accounting plan originally had to be ba'sed on the con­
tinued use by disbursing officers of funded checking accounts for the 
drawing' of checks on t:P.e Treaburer but was later to be modified in this 
respect. 

In addition to the issuance of Department Circular No. 945, four 
important changes in procedure were instituted in 1954 as steps pre­
liminary to the installation of the new system of accounts. These were: 

1. Effective July l, 1954, the administrative practice of making 
advances of funds to disbursi~g officers according to individual appro­
priations was discontinued. ~/ This was the second of three steps to 
establish a more logical concept of acco1.llltability for disbursing of~ 
ficers and permitted such officers to discontinue keeping accounts for 
undisbursed balances of advances by individual appropriations, As a 
result the various agencies spending appropriations could reconcile 

y See Accounting Systems· Memorandum No. 34 of the General Accounting 
Office, dated May 17, 1954. 
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their accounts with those of disbursing officers on the basis of the 
actual disbursement transactions for the period without the necessity 
of an additional reciprocal relationship in terms of undisbursed balances. 
But the practice of funding checking accounts, by ma.king credits in lump 
sums as administrative advances, remained. in the picture because policy 
approval for the discontinuance of funded checking accounts had not yet 
been obtained. It should be noted. that by now the central appropriation 
accounts in the Treasury Department, maintained on the basis of appropri ... 
ation warrants and monthly summaries of disbursing officers• transactions, 
had become the only set of appropriation accounts in the Government other 
than those maintained for operating purposes by the agencies spending 
the appropriations. 

2. For many years miscellaneous receipts and repayments to appro­
priations were required to be sent by collecting officers to disbursing 
(accountable) officers for deposit in the Treasury. over the years, how­
ever, exceptions were ma.de for certain agencies. Such agencies were 
allowed to deposit their collections directly in the Treaeurer•s general 
account with Federal Reserve Banks and other depositaries but had to send 
documentation consisting of schedules of collection and copies of certi­
ficates of deposit to disbursing officers in order that the collection 
transactions might be picked up ,in the official disbursing accounts. On 
January 18, 1954, Treasury Department Circular No. 937 and General Account­
ing Office Accounting Systems Memorandum No. 31 were issued to make the 
exception the rule; that is, to have all deposits ma.de directly in the 
Treasurer's account. This change of procedure was accomplished progres• 
si vely over a six month period ending June 30, 1954. In ad<iition to 
eliminating double handling of collections themselves this action was 
the basis for eliminating considerable paper work. The preparation of 
schedules of collection by administrative agencies was no longer required, 
the certificate of deposit itself serving both as a. collection and 
deposit document. A copy of the certificate of deposit, however, still 
had to be sent by the administrative agency to the Treasury disbursing 
officer concerned. 

3. It had always been the practice for the approximately 600 general 
depositaries within the 48 States to submit directly to the Treasurer their 
daily transcripts of transactions in the Treasurer's account together 
with the related certificates of deposit. This procedure was,progresaively 
changed over a five month period ending September 30, 1954, with the result 
tha.t the nwnber of daily transcripts for general depositaries received· 
by the Treasurer was reduced from about 600 to 36.~ Under the new pro­
cedure the general depositaries send their documentation to Federal 
Reserve Banks and Branches . to be consolidated and submitted toi. the 
Treasurer along with the regular daily transcripts of the Federal Reserve 
Banks and Branches. This action fitted in with plans to make it.un­
necessary for administrative agencies to send copies of certifi¢a.tes of 

y See instruction~ to Federal Reserve Banks a.nd Branches and the 
Treasurer of the United States, contained in Fiscal Operations 
Memorandum No. 14 of the Fiscal. Service, dated April 26, 1954. 



deposit to Treasltty for accounting purpo~s. These 
p~ans . contemplated that of deposit would flow cur-
rently from Federal and Branches to accounting Units in 
Treasu:ry disbursing classified for accqunting purposes and,. 
tied into the Treasurer's account.through su:mrnary certificates of.deposit 
supporting the Banks' tr an scripts Ill This decentralization of the process~ · 
ing of certificates of deposit for the purpose of obtaining an account­
i~g for classified receipts arid repayro.ents was not accomplished however 
until ~955 as later explained~ 

4. Because of many of the procedural changes accomplished to this · 
point, and the more simplified approach to accounting,. the. way was now 
clear to discontinue the use of many checking accounts which w~re only 
being kept by the Treasurer and disblirsing officers to obtain a classifi­
cation of expend:i:ture.s on the basis of checks paid by the Treasurer,, as· 
explained ea1·lier connection with the system prior to 1950 • . A totaJ. 
of 326 such special accounts were eliminated in 1954@ 

Begiiming in November 1954, effort~ were directed at presenting 
for policy consideration the kind of system of central accounts, and 
underlying disbursement and collection procedures, tied in ·with the 
audit processes of the General Accoun;ting Of nee, vfuich could be establish­
ed to better adva:r:rtage by going all the w~y in eliminating warrant pro­
cedures and funded checking accounts as authorized by the 19.50 Act. In 
order to understand all. the considerations ·involved in this move, refer-
ence should be made ·bo 11Nemorandurn supporting the recormnendation for 
eliminating checking accounts within the. general account of the 1l1reasurer 
of the United States" Such memorandum is an offidal document supporting 
the action of the Secretary of the Treasury and Comptroller General in 
·revising Jotnt Regulation No L. After considerable deliberation the 
revision of the joint, regulation was issued on Apr:i.l 29, 1955, providing 
that ef fecti·ve July 1955 the great majority of disbursing officers 
would draw checks directly on the general account of the Treasurer without 
the .use of intermediate: .checking accounts ~.l)ded 'With amounts of appropri ... 
ations and deposits of certain collecti.onso1t Simultaneously a revision 
of Treasury Department Circular No" 94.5, contai.ning the modifications 

·y' Under the revision of R.egulation No~ 4, funded checking accounts 
were discontinued for the Department of Def'ense,, the Division of Dis­
bursement o:f' the Treasury Department, the United States Marshals, and 
certain disbursing activities of the J"ud:i.ciary. Like action with re­
spect to other disbursing offj.cers, principally those in the Post 
Office Department and in Government corporations, will require further 
rev:i.sion of the joint re gulat:lon" 
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necessary as the resul·~ of ·t,he revision of ·~he joint regulation, was re­
leased- Also, additional regulations were issued to es{;ablish improved 
procedures in those areas~ :i,n whlch the use of funded check:tng accounts 
were no longer require do Y The innnediate improvements of procedure, 
made possible bjr the discontjnuance of funded checking accounts, were: 

· l. Certe.in special purpose cer-bifica. tes of deposit were eliminated. 
Also, the two main. types of cer'l;ificate of deposit. were converted into 
a. single form of docllment., 'Without the need of making the former distinc­
tion required between collections deposited for credi·b to checking ac­
count.a and ·~hose deposH,ed for credit -to rece:1.pt .i:i.ccounts. 

2 •. The flow of 911 deposit documents from e,dministra.ti\re agencies 
ma.ld.ng deposi.ts to ac countine uni ts in Treasury di.sbt1rsing offices was 
discont,inued,, 'Ihe originals of cer·tificates of deposit cire now trans­
mitted curren-hly by Federal T-leserve Banks and Brenches to 'rreasury 
disbursing offices a:t which points the accomrting for classified rE:1ceipts · 
as well as repayments now takes place Prior to this chsnge in procedure., 
the accounting for receipts wa,s performed cen-bra.lly by the Bureau of 
Accounts in Washington on the basis of the original cer·t,:j_ficates of de­
posit received by the 'I1reasurer from the Fede:r.a.1 Reserve Banks and 
Branches in support· of their daily transcripts of transact,ions in the 
Treasurer•s account. For their cash relationship with the Treasurer, 
the Federal Reserve Banks and Branches now use summary certificates of 
deposit. Monthly totals of these summary· certifica.tes of deposit are 
entered in the Depe.rtment 1s cent,ral. accounts (in the Bureau of Accounts) 
for the purpose of tying together the deposits in the Treasurer's account 
and the . classified receipts and repayments reported in the official ac­
counts of Treasury disbursing officers 

. 3. The prac·tice of having disbursing officers :l.nclude in their 
official accounts certain transactions representing the transfer of 
sums be'bween ·appropriation accounts, was discontinued~ These transactions 
are simply ti ... ansfers of spending authority made pp.rsuant to la:w and do 
not represent actual expenditures under the appropriations charged or :re­
payments to the appropriations credited. Such transfer transactions are 
now being handled in the Department's central accoun·ts on the bas~s of 
·documentation subrni tted directly to the Bureau of Accounts by the ·adminis­
trative agenci~s concerned~ 

. 4., A great many transactions heretofore required to fund checld.ng 
accounts by ·~he use of checks and deposits, includ.i..ng the keeping of 
checkbook palances at the same levels as appropriation balances, were 
eliminated in the operations of disbur.sing otftcers, the Treasurer,, 
and others conce:rned111 Further, the discontinuance of balances in most. 

1-/ See Supplement No. dated May 3, 1955, and Supplement No • .3, ~dated 
May 19, 1955, to Treasury Departm.ent Circular No. 945-Revised; ,and 
General Regri.lations No. 122 of the General Ac·counting Office, dated 
May 5, 1955~ . 
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of the several thousand disbursing (checking) accounts maintained by 
the Treasurer's office and certain like accounts with balances ~ain­
tained by Federal Reserve Banks, is a decided simplification. !.I 

5. A new form for the use of' disbursing officers in rendering 
their ·official accounts for audit and settlement was adoptedo The new 
form of account consists of a statement of accountability and a support­
ing statement of receipts and disbursements classified according to the 
receipt, appropriation and other fund accounts involved·. The statement 
of accountability consists of monthly totals of the various classes of 
cash transactions handled by the disbursing officer; e.g., checks issued, 
vouchers paid, collections, deposits, etc., and the resulting balances 
for which the disbursing officer is accountable o 'rhese balances bC1,sically 
represent cash held ou·tsicle the account of the Treasurer, including de-. 
posits in transito Previously, the check and deposit transactions were 
reported by disbursing officers to the General Accountine;· Office in 
separate statements of depositary (checking) accmmti:Li J'J,.s indicated, 
these transactions a.re now reported in the ne-w statement of accor,ntability 
and the sepa!,'ate statements of depositary· e.ccounts have been discontinued. 
The new statement of classified receipts and disbursements is a simplifi­
cation of the form in which such data used to be presented in the old 
form of account. Moreover, the data is now so organized that the statement of 
cla.ssified receipts and disbursement.s can be used conveniently as the post­
ing media for central sumnary a.ccounts vrl.th respect to classified receipts 
and expenditures. Thus the statements of account.ability and classified 
receipts and disbursements comprising the new form of account (rendered 
for audit and settlement) are the means by ·which the accounting of disbursing 
and collecting officers and the related accolmting of the Treasurer are 
unified through the Department's system of central a.ccountso Such central 
accounts, in turn, are the basis for the Depart.ment's central financial 
reports on the cash operal.ij_ons of the Government as a whole. In this 
connect.ion, passing reference should be made to the fact that certain 
fundamental differences in accounting for cash transactions which formerly 
existed as bet~reen the Depart,ment of Defense and other departments or 
agencies have disappeared. 

The~ew ~st~m of Central Accounts. The new system is based on the 
premise that, in the final analysis, real control over the paying out of 
public funds cannot be exercised by any one agency but ciepend.s on proper 
discharge of the interrelated functions of a.11 the different agenci.es 
which handle the cash transact.ions of the Government. Due wej_ght. must 

-----·-------
1/ In connection w.i..th checks designated for payment through specified 
- Federal Reserve Banks, such as card checks issued by 'h·easury Ciis­

bursinG officers, it was formerly necessary for the Banks as well 
as the Treasm·er to maintain funded checking accounts" 
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therefore be given to and reliance placed upon the responsibilities 
fulfilled by each of these agencies for a composite system of control. 
'rhe most fundamental responsibilities which are the foundation for the 
new S'.f Stem, on the expenditure side, are : 

le Determination, l:>y the administrative agencies which incur the 
obligations antl certify vouchers to disbursing officers for payment, that 
there are funds available, including sufficient balances in the appropri­
ation or other accounts involved, for the payment of such vouchers; 

2. Determination by disbursing officers that payments are made only 
,in accordance with properly certified vouchers, in the required form; 

3. Determination by the Treasurer of the United States that checks 
presented for pcwment are authentic with respect to drawers' signatures and 
absence of alterations, and that there are no bars to payment by reason of 
proper requests to stop payment or doubtful questions of law or fact; 

4. Disclosure, in central accounts and reports of the Treasury, of 
the unexpended balance of each appropriation or flU1d of the Government, 
based on appropriations of the Congress and transactions reported in the 
official accounts of disbursing officers; 

5. Determination by the General Accounting Office that amounts of 
disbursements reported in disbursing officers' accounts are supported by 
valid vouchers; and 

6~ Detailed proofs by the General Accounting Office that amounts of 
checks paid by the Treasurer are in agreement with the m1ounts of such 
checks reported to have been drawn by disbursing officers and charged in 
their accounts. ±/ 

What had long been lacking- in the system as a whole were certain 
basic financial data needed to anchor the receipts and expenditures of 
the Government to the cash in the Treasury. 11he two most significant 
elements missing were (1) the cash held by Government officers outside 
the Treasurer's general account, including deposits in transit to Federal 
depositaries, and (2) the amounts of checks outstanding, i.e., those is­
sued which have not yet been paid by the Treasurer. 

y A plan has been approved and the conversion is underway whereby th'e 
Treasury Depa:rtment, with the use of electronic equipment, Will ac­
complish both the payment and proof of checks in the same operation 
subject to audit review by the General Accounting Office. 
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The purpose of the.new system of central accounts being installed 
in the Bureau of Accounts, effective July lt 19.55,, is to disclose complete 
and cu~rent (monthly as well as fiscal year) information on: 

l. The Goverrnnent•s receipts, by principal sources, and its 
expenditures according to the individual appropriations 
and other fWlds involved; and 

2. the various· types of cash transactions, together with 
certain directly related assets and liabil:i.ties, which 
underlie such receipts and expenditures. 

The structure of this new system of central accounts j_s such that it· 
provides for a reconciliation, on a firm accounting basis., between the 
published reports of·receipts and expenditures (and budget results) for , / the Government as a whole and the changes in the Treasurer's cash balance. 1' 

The installation, ciimaxing five years of procedural simplification 
and improvement, is complementary to the modernization of accounting, 
along accrual lines, which has been taking place in recent years in the 
various departments and agenc::l.es of the Government under the impetus of 
the joint accounting improvement program wh:i.ch was translated into law by 
the 1950 Act. For a number of reasons,, not the least of which is the fact 
that the annual budget resul·cs (surplus or deficit) of the Federal Govern­
ment a.re expressed essentially on a cash· basis, a· pr;oper accounting dis­
closure of the results of cash operations is an es·sential element of a 
composite disclosure of the results of all financial activiti.es. This may 
be illustrated by citing one very important area in which disclosure of the 
Government 1s liabilities was deficient. Disclosure in the accounts of 
administrative agencies of real liabilities for goods and services received 
(as distinguished from contractual commitments lmo°t'm as 11 obligations 11 ) has 
been and continues to be given emphasis where such information is signifi­
cant for management purposes. Such liabilities are extinguished when 
disbursements are made in favor of public creditors, usually by draw.ing 
checks on the Treasurer. In business, SU.ch disbu.rsements serve to reduce 
an asset (cash in bank) for the corresponding reduction of .liabilities. 
The situation in the Federal Government, however, is different because 
most of its cash is held by the Treasurer of the United States ...... not by 
commercial banks. Therefore, the action of drawing checks on the '.rreasurer 
creates new liabilities, which should be on the Treasury Department 1 s books, 
in place of those on the books of administrative agencies which were ex­
tinguished by the payment of vouchers. One of t,he several objectives in 
the development of appropriate account:i.ng for cash operations has been to 
provide for disclosure· of the f oregoi.ng type of' liability along with certain 
other types of liabilities and asset.s: which are germane to cash operations 
and essential ·factors in the brid.ge between receipts and expenditures 
overall and the changes in the Treasury's cash posit.ion. 

!./ For format of reconciliation, see Exhibit A of this Appendix. 
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All of this ~s by way of explaining that a double entry system of 
general accounts has been needed centrally to develop, in proper relation­
ship, the actual financial transactions of disbursing and collecting 
officers on the one hand and those of the Treasurer on the other. The type 
of data being consolidated in these central accouni;s, on the basis of ·~rans~ 
actions reported by the Treasurer and all other accountable officers of the 
Government, is indicated by the following sUJnmary. 

ASSEI'S 

(J.) 

(2) 

(3) 

(4) 

Various classes of monetary assets for which the Treasurer 
is accouptable. 

Various classes of cash assets held by Government officers 
outside the Treasurer's account, including deposits in 
transit to Federal de~9si·taries for credit to the 
Treasurer's account. ::t 

Certain public debt expenditures which are temporarizy 
capitalized, such as deferred discount on Treasury bills. 

Investments in public debt securities, ~eld by wholly-owned 
Goverrunen·li corporations and agencies. ~/ · 

LIABILITIES 

?:_/ 

(1) 

(2) 

(3) 

(4) 

Various classes of liabilities directly related to assets 
for which the Treasurer is accoiintable, such as gold and 
silver certificates outstanding. 

Liability for checks drawn on the Tr.
7
easurer by disbursing 

officers, which are not yet paid. 1 

Net liability for checks dra.wn. on the Treasurer which are not 
yet paid less deposits in transit, in connection with those 
disbursing accounts for which funded checking accounts (with 
balances) continue to exis·h. 

Various liabilities for trust and deposit funds. 

The asset accounts are devised to establish an interlocking relation­
ship to prove that all cash reported as deposited has in fact been 
credited in the Treasurer's account. 

The expenditures for these intra-C-overnment investments must b~ 
capitalized to offset the corresponding increase in. the public

1

debt 
outstanding. · 

2/ The system is designed to effect a tie-in between the balances of checks 
outstanding, according to each disbw."sing account, with the detailed 
proof of checks paidwith·checks reported as issued. In this connection 
see footnote 1 on page 130. 
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(5) Liability for military payment certificates issued to autho­
rized personnel in certain overseas areas in discharge of . 
obligations incurred under appropriations· for the Department 
of Defense and redeemable by that Department with goods, . 
services or dollars. 

(6) Various classes of 'liabilities pertaining to the pcwment of 
interest on public debt securities, such as interest due 
and accrued. 

(7) Liabilities 'for borrowings from the public through wholly­
owned Government corporations or agenc~es·rather than by the 
direct issuance of public debt securities. · 

(8) Liability for the public debt outstanding. 

SURPLUS OR DEFICIT 

(1) The excess of budget receipts or expenditures for the current 
fiscal year (to be closed.annuall.Y into an account for th~ 
cumulative amount of' the deficit). · · 

(2) The cumulative deficit, i.e., excess of budget expenditures 
over budget receipts, representing the total difference be­
tween the foregoing liabilities and assets after the accounts 
have been closed for a fiscal year. 

RECEIPl'S AND EXPENDITURES 

(1) The vari'ous classes ·of budget receipts for the fiscal yeaJ:', 
consisting of internal· revenue~ customs and miscellaneous 
receipts. 

(2.) The various classes of budget expenditures for the current 
fiscal year. 

Note: The balances in the accounts for these budget 
receipts and e~penditures a.re closed annually 
into the surplu~ or deficit account for the 
current fiscal year, previously ment,ioned. 

(3) The various classes of receipts and expenditures representing 
trust and deposit funds. The balances in the accounts for. these 
non-budget receipts and expenditures are carried to appropriate 
accounts for the trust and deposit liabilities-

Note: The chart of accounts includes certain suspense 
accounts which are needed, due to time lags in 
accounting or reporting, to reco~d on a temporary 
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basis during a fisc~l year certain transactions 
as between two different organi~ational units of 
the Goverrunent. 1rhe system contemplates that such 
transactions w:Lll be appropriately cleared out of 
the suspense accounts before closing the general 
accounts for.the fiscal year to which the suspense 
items relate. 

rrhe incli vidual recolpt, appropri<~.tion and fund accounts maintained 
by the Treasury Department pursuant to the Act of July 31, 1891.i constitute 
subsidiar:y· detail to the general accounts for budget receipts and expendi. .... 
tu.res and the liability accounts for trust and deposH, funds. 

A feature of the new system, which is not so well known because it 
involves the accounting for receipts, deserves mention. Deposits of 
cash in the Treasurer's general account have involved the processing of 
nearly a million certificates of deposit annually although this number 
had been reduced materially by the new system. rrhe interlocking accounts 
in the new system with respect to deposit transactions are designed to 
determine that aD. deposits reported to have been made by each of the 
several thousand officers concerned have actually been entered in the 
Treasurer's account for the accounting period involved. Formerly, this 
determination was made as a part of the audit processes of the General 
Accounting Office by matching the individual deposits reported by the 
officers concerned with the corresponding deposits reported as received 
by the !Treasurer. '£his was. a manual au.di t operation which· was many times 
more e1pensive, per item, than the mechanized audit operation of proving 
checks .I paid with checks issued.. rrhe determination that all receipts are 
in fac~ deposited is now a reciprocal feature of the central accounting 
itself /and it will be necessary to resort to a. detailed matching job only 
in ins~ances when the central accounts fail to reveal that the total 
amounts reported by a particular officer and the Treasurer for a given 
month arc not the same. 

It is contemplated that by the end of the fiscal year 1956 the 
complete new sJrstem of central accounts will be installed and in operation 
for all practical purposes.·. There remain., however,, a number of improve­
ments which can be made chiefly in the way of ·refinements and simplifi­
cations to facilitate operation of the system.. These are: 

1. Cons.i.deration should be given to extending the provisions of 
Joint Regulation No. 4-Revised,, to those executive agencies which were 
initially exempted. At present, the continuation of funded checking t 

accounts in certain areas necessitates, in effect, the use of two distinct 
types of procedure for the same kinds of transactions. Also, it prevents 
developing fully :tn the central accotmts the factors necessary to dis­
close the cash operations of the Government and related asset~ and 
liabilities such as deposits in transit and checks outstanding. 
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2. The provisions of Joint Regulation No. 4-Revised, and Department 
Circular No. 945 should be applied to the accounting for public debt princi­
pal and interest transactions in order to accomplish simplifications and 
consistency. 

3. The form of accounts rendered by District Directors of Internal 
Revenue and Collectors of Customs for aud.i t and settlement should be modi­
fiE)d and become the basis for posting the Department's central accounts 
with respect to these· classes of receipts as has been.done in the case 
of disbursing officers with respect to other receipts. This is desirable 
because the central accounts relating to internal revenue and customs re­
ceipts still are maintained on the basis.of' certificates of deposit pro­
cessed in Washington but the central reports on such receipts are compiled 
from data reported by the collecting officers concerned. 

4. The form of account rendered by United States Disbursing Officers 
(Department of State) for audit and settlement should be modified so that 
the data will fit directly into the overall pattern thereby precluding 
certain work 'Which has to be done to adapt the accounts in their present 
form as posting media of the Department 1s central accounts. 

5. An improved form of certificate of deposit and related form of 
debit voucher for uncollectible checks should be adopted for use in light 
of the changes made in deposit procedure. 

6. vlliere the operations of Treasury disbursing officers are con-
cerned, accounting procedure should be develo~ed which will provide better 
coordination (for central accounting purposes) of intragovernment trans­
actions involving investments in and redemptions of public debt securities 
on the part of trust funds, molly owned Government corporations and other 
revolving funds. 

From all that has been said it will be seen that the system of' central 
accounts of the Treasury Department has been built on the cash operations 
o:t the Government and should provide accounting support for the surplus 
or deficit shown by the Budget. Therefore, integration of the adminis­
trative accounting of the various executive departm-ents and agencies and 
the fiscal accounting of the Treasury Department, required by the·1950 Act, 
is being accomplished on the most practical basis; i.e., that of cash 
transactions which are mutually applicable. Of course, the administrative 
accounting of the executive departments and agencies goes much beyond this 
for operating purposes - dealing more or less with the control of spending 
within the limits of appropriations and other authorizations, the collection 
of receipts, the control of inventories and other assets, the discharge of 
liabilities and the determination of the cost of operating programs or carry­
ing on other activities. It is not contemplated that such aclm:Lnistrative 
accounting data, beyond the area of cash operations~ would be carried in· 
summary or otherwlse in the system of central accounts. On the contrary, 
the '11reasury Department would look to the administrative accounting of 
individual agencies to supply whatever data of this character is needed for 
central reporting purposes but with the assurance that such adninistrat,i ve 
accounting fans out to the extent necessary from cash accounting firmly 
linked to that of the Treasury Department. 
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pevelopments in Central Reporting 

As in the case of central accounting, the Budget and Accounting 
Procedures Act of 1950 (64 Stat. 832) is the legal basis for wha.t has 
been done to improve central financial reportlng in recent years.. In 
discussing central reporting some background infonnation ahoul.d be pro­
vided to give a better understanding of how the objectives of the 1950 
Act are being carried out.. Also, reference should be ma.de to the pre­
cedlng section of this Appendix which describes the system of central 
accounting which has been developed over the past five years. 

The 1950 Act recognizes the necessity of having means to system­
atically bring together information needed concerning the results of 
the financial operations of the Government as a. whole. The Act recog­
nizes further tha.'t central a.uthori ty and fa.cili ties for that purpose 
belong in the Treasury Department because of the nature of the fiscal 
operations, accounting and reporting which the Department must norma.lly 
perform as the center of the Government•a finances. Central reports 
obviously cannot serve all the many purposes of fi.nancial reporting 
in the Government They should, however, supply a longstanding need 
on the part of the legislative and executive branches and the public 
for more complete and consistent presentations of financial data show­
ing the sources of the Government's revenue and other in.come, the 
purposes for which public funds are spent and the Government's position 
financially. 

Reports Relating to Cash Operations. To a large extent, the 
routine central reporting of the Department has pertained to the cash 
operations of the Government. 

For many years the Daily Statement of the United States Treasury, 
often referred to as the Daily Treasury Statement, was the only overall 
financial report currently available for use.inside and outside the 
Government. Further, it was the means by which the budget surplus or 
deficit {excess of receipts over expenditures or the reverse) was 
officially determined. In essence, the Daily Treasury Statement was 

ca summary of the monetary assets and liabilities making up the balance 
of the Treasurer's general account together with a classification of 
receipts and expenditures which for the most part were based on trans­
actions in that account. The other major report in this area was the 
Combined Statement of Receipts, Expenditures and Balances of the United 
States Government submitted annually by the Secretary of the Treasury to 
the Congress as required by law. The main purpose of this annual report 
was to show historically, for each fiscal year, receipts by principal 
sources and the status of appropriation and other fund accounts from the 
standpoint of the amounts made available for expenditures, the expendi ... 
tures made and the .resulting unexpended balances. The expenditures 
reported in the Combined Statement were on the basis of payments ma.de 
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by disbursing of.f'ice:r·s. Hence,, the expenditure data in the daily nnd 
rumual statements did not agree. Also., receipts were not shown in the 
daily and annual statemen·~s on a consistent basis. 

Starting in the latter part of 1952 and continuing during 1953 
an extensive joint stucy to improve the reporting of receipts and 
expenditures was ma.de by staff of the Treasu1~y Department., Bureau 0£ 
the Budget, Depm·tment of Defense and General Accounting Office. 
Particular emphasis was placed on achievlng better c·urrent reporting 
than typified by the Daily Treasury Statement. The s·tudy included in- · 
quiry, as far as practicable,, into the needs of regular users of' the 
daily sta.tement both inside and outside the Government and consideration 
of how those needs might best be met. Frequency of reporting and prompt­
ness of publication had been considered to be of first importance in 
connection with the Daily Treasury Statement. This policy, coupled with 
the practice of using quite a detailed cla.s~1ification for receipts and 
expenditul'es (particularzy the latter) and showing the budget. surplus 
or deficit every d~\Y.t resulted in havine: to make rather substantial 
compromises with respect to the quality of the information contained 
in the statement. These compromises involved both consistency of tha 
accounting basis for the data reported and correct di.sclosure of tho 
data for the classifications usod. 

The findings and conclusions of the joint study were that the 
Da.ily Treasury Statement, as a pr0sent.ation of the budget receipts and 
expenditures and budget surplus or deficit, was inadequate in the 
following respects: 

L. It was impossible, at any reasonable cost, to obtain com­
plete and accill"ate daily reports of chE:cks issued end p~ments made 
by all Federal agencies, some of' which are engaged in world-wide 
act,i vi t:i.es; 

2. Even where daily reporting was practicable the figures t~ere 
not on a uniform basis. Some expendi·tures were reported on an accrual 
b;;1.sis; some on a curr·ent checks-h:sued basis; others on a dela~yed chocks­
issued basis; and still others on the basis of ca.sh withdrawals from the 
Treaslll''Y (i.e., checks paid by the Treasurer); 

3., There wc.:.s not, by reason of the first two defects,, a common 
basis for comparing actual expenditures with detailed budget, estimates. 

In a document dated October 5,, 195.3 the Secretary of the Treasury,, 
Director of the Bureau of the Budget and Comptroller General of the 
United States gave their joint approval to a program for estaulishing 
a neu systf;m for reporting the receipts and expenill:l;,m ... es of the Feder· al 
Government based on the following principles: 
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1. The Daily 'I1reasur;;- S'tiatemen"li will be limited to a summary 
of the monetD.ry assets and liabilities in the Treasurer 's account, 
a condensed classification of the cash deposits in and vd thdrawals 
from the accou:qt, and the effect of· the day's operations on the 
public debt. 11 'rl-1e daily statement wi·11 not show budrret surplus or 
deficit as was formerly ·the case. 

2. A statement showing cla~~sified receipts and expenditures and 
·che budget surplus or deficit as of the end of each month will be 
regularly published, at approximi~.tely mid-month, by the Treasury Depart­
ment. The initial June 30 statement each year, includ:ing a prel:Uninary 
figure for budget, surplus or deficit, will be recognized as preliminary 
and a final statement for the fiscal year will be prepared to give 
effect to adjustments required for year-end preciseness in historical 
acctUTJUla tions of data. Receipts in the statements will be based on 
existing practices, i.e., collections or confirmed deposits, but efforts 
will be continued to convert to a collection basis. Expenditures shown 
in the statements will be on the basis of payments made by disbursing 
officers, i.e., checks issued and cash disbursements. Provision will 
be made for developing accounting processes by which the receipts· and 
expenditures data in the statements 1'µ_11 be reconciled with changes in 
the cash balance of the Treasurer. '!:.! 

3. The Combined Statement of Receipts, Expenditures and Balances 
of the United States Government, published annually by the Treasury 
Department, will contain data accumulated for the fiscal year on the 
·final basis,, indicated above, and will continue to be recognized as the 
official historical accur~ulation of receipts and expenditures data. 

4. The receipts and expenditures data included in the Budget of 
the United States Government will be in agreement w:i.. th the historical 
accumulation of data described above. Thus there will no longer be the 
annual arbitrary adjustment of the Budget to.the Daily Treasury State­
ment basis which had been the practice for maey years. 

5. In carrying out its independ~nt audit responsibilities, the 
General Accounting Office will test the reliability of receipts and 
expenditures data reported to the Treasury Department by other Federal 
agencies for purposes of the central. reports on receipts and expendi­
tures. 

!/ On the last day of each month a detailed statement of the public 
debt outstanding is being published along with the Daily Treasv.ry 
Statement. · 

'!:_/ For format of reconciliation, see Exhibit A, page 1450 
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. The new. reporting system f~7 x·ec~ipts and expen~tures was put 
into ef feet :u1 February, 1954. 1t This reqi.µred compiling data . 
retroactbrely in order to make the new statements complete for the 
fiscal year 1954. Effective July l, 1955 a revised and expanded 
classification of budget expenditures was adopted for the monthly 
sta:bemcnt,. The main objective was to improve comparability between 
this statem.ent and the detailed e:xpendi ture clas·s~fications in the 
Budget document,.. The new arran.gement makes it possible for analysts 
to readily identify the individual appropriations or other i'undJs com­
prising the statement classifications by referring to. corresponding 
chapters in ·the Budget dooumentu Arbitra:ry classi.fica;~ions f a:miliar 
to a lirni,ted number of people, however significant and well chosen . 
such classifications may have been, ·are no longer necessal"Y• 

There were two sign:i.ficant changes. made ill the Combined Statement 
of Receipts, Ex=penditures and Balances of the United· States Government 
for the fiscal year 1955. ]'irst, the tables in the statement showing· 
the details of receipt,s, expenditures and balances· (according to each 
appropriation and fund) were expanded to include an .analysis of the 
unexpended balances Jm1e 30, 1955 .. YThis analysis shows, in columnar 
form, with respect to each appropr:l.at:Lon or fund account: 

1. Balance available: 
(a) Unpaid obligations 
(b) Accounts receivable (as an offset) 
( c) Unobligated balances 

2. Bala.nee not available (consisting of 
unobliga:ted balances. which have expired;. 
balances reappropriated in the ensuing 
year; and o.bligated and unobliga:ted balances 
which have lapsed by limi·tation of law) 

Second, a new special table was included in the Combined Statement 
to provide, all together in one place,, condensed information concern­
ing the financial resources and obligations of each wholly-owned 
corporation and other revolving fund of .the Government (of which there 
are nearly one hundred). The special table shows, in columnar form, 
for each corporation or revolving fund: 

Financial position: 
l., A condensed classification of' asse·!.is 
2., Lie.bili ties (in total) 
J. The net investment of the United States (excess 

of assets over liabilities) 

J/ See joint announcement of' the Secretary of 'the Treasury, Director of 
the Bureau of the Budget and Comptroller Gener.al of the United Sta:tes 
regarding the change in reporting, released with the Daily Treasury 
Statement of February 17, 1954. See also Treasm7 Department 
Circular No. 940, dated February 17, 19541& 

Y See Treasury Department CirouJ..m· No~ 965, dated July 21,, 19.55" 
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Supplementary da'to.: 
1. Contractual caru1d tmonts in excess of liabilitie::;, m1d 
2. Adcli·t.ional means of f;Ln~mcing, consis·bing o.f: 

(a) Au·thority to obtu:i.n capital funds in ·bhe 
form of boJ;ro111i11gs i'l"Om the u. s. Treasury,; and 

(b) Unused. uuthoriby to bor1"ow from othm~ Federnl 
agencies or in the market. 

Another developme11t was that a policy decisiol'l was made, in 
June 1955, to place the accoun:t.ing and reporting for interest on the 
public debt on an accrual basis starting with 'the fiscal year 1955. 
P.revlously, 'the expendi·tm'es for interest on the debt had been accounted 
for and reported on the basis o.f int,erest becoming duf~ and pcya.ble., 
causing on occasion rather violon·t fluct;ua:tions of interest expenditures 
due to large debt refunding operations. , 

.Anot;her type of cash reporting which has been developed in recen-l:i 
years relates to foroigrt currencies belonging to the United States 
Goverrunen't which are acquired by various Federal agencies without 
pm"chase irith dollars. Prlor to Wo:rld War II~ acquisitions of foreign 
cm .. rencies were confined t.o consulai ... fees and ~irail;;tr small collections. 
Such currencies were used to defray regular operating expenses of the 
agencies which made the collections• The appropriations of such agencies 
were charged with the expenditures and dollars equivaJ.en-t to the cur­
rondies used were deposited into the Treasury· as 11liscellaneous receipts. 
War 1requirements and postl;[1.L" f orei6!1 assistance programs;, however, 
tren~endous].y· increased the quantities and varieties of foreign cur­
rencies acquired by ·l;he Govermnen-~ ptm:.>u::i_nt to intergoven11nen-lial 
agr~ements,. :1£<:cept for a relative~ small portion in the custody of 
the /Treasury Department,, these foreign currencies were under the control 
.of the Federal agencies admin:tstering the intergovernmental agreements 
and subject to disposition by such agencies as authorized by the Congress, 
usually in substantive legisiation. The curre11cies as a whole were not 
subject to the same fiscal and budgetary controls which govern the 
dollar funds of the Government,, i.e., their use was not· subjept· ':to 
regular appropriation proces~es. 

The1·e developed a growing recognition on the pa.rt of Congress of 
the need fol~ a better system of control over foreign currencies. This 
culminated in the enactment of Section 1415 of the· Supplement,al Ap­
propriation Act of 1953, approved July 15, 1952, which provlded that 
foreign credits owed to or owned by the United States Treasury would 
not be available for expenditure by agencies of the United States after 
June 30_, 1953 except as might be provided for annually in appropriation 
nets. The Apt did not specify, however, the precise nature of the 
appropriation provisions lvhich would be required to carry it into ef .... 
feet. On the basis . of ~ joint study made by s·taff of the ·Treasury 
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Depax·tment, Bureau of the Budget and General Accounting Office,, in 
collaboration with staff of the House Committee on Appropriations, 

·recommendations were made to the Congress that the, use of foreign 
currencies be copt;rolled through the r-egula.r budgetary processes of 
the Government. Y This would be accomplished by including in regular 
dollar appropriations swns sufficient for the purchase of all foreign 
currencies needed for programs. The report also proposed that the 
custody of all foreign currencies of the Government be taken over by 
the Secretary of the Treasury. The appropriation enactments of "the · 
Congress followed in pJ:'inciple this recommendation. althpugh recentJ.y 
the Congress has made available for expenditure,, without reimbursement 
to the Treasury,. substantial quantities of foreign currencies derived 
from the sale of surplus agricultural products under intergovernmental 
agreements pursuant to law. '£/ · 

Executive Order No. 10488, of September 23, 1953, authorized the 
Secretary of the TrectSm·•y to issue· regulations governing the purchase_, 
custody, tr::msfex· or sale of foreie,n exchange by mzy executive de­
partment. or agency of t.he United S·Lates. These regulations arc containl:'.:d 
in Department Circular No. 930, issued Oct.ober 19 to be effective 
December 1, 1953. 'I1110 ·regulations . arc based on the f ollowlng principles t 

1. All forelgn currencies collected must be turned over to 
disbursing officers of the Federal Government to be held for account 
of the Secretary of the Treasury., 

2·. The currencies must be accounted for in thG of f:lcial accot111ts 
of the disbursing officers, subject to audit by the Gene:ral Accounting 
Office, and reports reh .. t:i.ng to the currencies are derived from such 
accounts It 

3. Withdrm~als of tho currencies are. permitted only upon authori­
za:Lions from the Treasm·y Departm(mt for two purposes; (a) sales for 
dollars or (b) use without reimbursement to the Treasury as e.uthorized 
by law. 

4. The currencies mu.st be deposited only· in deposi.tal·ies desie,nated 
by the Treasul''Y Department. 

---·----·----· ----------

g/ 

Seo report on Cor!trol Over the Use of Forej_g,n CreG.its made b~r 
the Di.rect,>r of the Bureau of the Budget to the Chairmen of the 
Senate and Hom.i€ Cor:unittee:s on Appropria:l:.iorw, dated Jo.n.mu·J1 19, 1953G 

Sec Section 550 of tlw Hutual Security Act of 1953 (P.L. 112, ap­
proved tTuly· 16, 1953); Sec·tion 402 of the lfatual Security Act of 
1954 (P .I,. 665, approved August 26, 1954); and Title I, Section lG4 
of the Agricultural T:cadt1 Development and J~ssistance Act of 1954 
(r.L. ~80,, approved July 10, 195h), · 
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5. The purchase o.f currencies in the market is prohibited. if 
the currEmcies needed for t.he purpose intended are a.va.ilable in the 
Treasury,. 

6. 'l'he amount of foreign currencies which can be held by an 
aeency or di.sburs :ing officer for current use is lim..i. ted to require­
ments for thirty· days. 

'rhree basic ldnds of central reports on foreign currencies, 
aside from sped_al reports required frc)m t.ime to time, are prepared -­
one at intervals during the year and the other two annually. 'i'he main 
report shows, with respect to each kind of currency, acquisitions by 
sources and w:Lthc1rm·mls from rrreasur-iJ custocw according to whether the 
currencies are sold for dollars or £ire requisi tionecl by agencies for 
authorized uses without dollar reimbursement, to the Treasury, and the 
balances in Treasury custody. The report shows the dispositions 
(withdrawals from l'reasury custody) alao according to accounts indicating 
the sources from which the currencies were derived. In addition to this 
periodic report, the Treasury Department compiles annually9 for in­
clusion in the President's Budget, estimates of misceL1aneous receipts 
to be derived from the sale of foreign currencies. The Department also 
prepar8s annually a report showing the excess or short.age of foreign 
currencies for sale for dollars, based upon estimates of what w:i.11 be 
available in relation to the estimated spending requirements of Federal 
agencies. The preparation of the two latter reports involv-es secllring 
estimates and other inf'orma·{~ion from all Federeil agencie So 

~Vhere are variouE:l things which contribute to t.he complexity and 
difficulties of' accounting and reporting for foreign currencies. The 
foreign operations of Federal agencies involve the currencies of 
practically all countries of the world. These currencies are handled 
by over 100 foreign service officers of the Department of State who 
disburse under delegation from the Treasury Department and also the 
disbursing officers of ,the Department of Defense operating in foreign 
areas. 'l'he currencies mus-~ be accounted for by about twenty main 
sources, aside from collections of a miscellaneous character derived 
from fees, sale of goods or services, etc. In addition, many of the 
currencies from specific sources are restricted as to use in accordance 
with the bilateral agreements with foreign governments. Another problem 
is the complex nature of the various agreements in connection with the 
sale of surplus agricultural commodities (Public Law No. 480) which 
are not uniform in terms and many of which involve different kinds of 
exchange rate guarantees. 

Other Central Reports. There are other regular central reports 
prepared which go beyond cash operations and get into the area of mat 
the Government owns and owes and what it is committed for in a long­
r~ge sense. 



For many years the Treasury Department; compiled end publ:l.shed 
periodically (in the Daily Treasury Statement) summaries showing 
certain assets and liabilities of the Government. These summaries 
were confined, howeve:r,·to Government corporations·and a few selected 
agencies. In order to afford more comple·~e coverage and bring central 
reports during the year in line with presentations of this character 
in the amiual Budget, a new Treasury regulation was developed during 
1955 jointly by staff of the Treasury Department, Bureau of the Budget 
and General Accounting Office a ':Chis regulation will be issued early 
in 1956 as Department Circular No. 9€1J, to replace the present Budget­
Treasury Regula.tion No. 3. 1Ihe provisions of the new regulation, in 
draft form; were developed with the cooperation of the corporat'ions 
and other agencies required to report., including the Department, of 
Defense.. For the present, only Government corporations and other 
activities financed with revolving funds will be required to report. 
The new regulation, however, provides a framework for ultimately 
obtaining data necessary to disclose, as completely as may be desirable 
and practical, the assets, liabilities and related financial operations 
of the entire Government. The reports of this character are now being 
published at intervals in the Treasury Bulletin. 

For the past ten years the Treastlr'y Department has been compiling, 
semi-annua.l~y~ information concerning major long-range financial commit­
men·cs and. contingencies of the Government. ri'his type of :i.nforma.tion, 
e.g., loans guaranteed or insured by Government agencies,, insurance 
programs of Government agencies, etc~, is important because it affords 
a look into the future regarding possible large outlays in relation to 
the current financial program con.tamed in the annua1 Bud.getro 'l1he new 
regulation (Department Circular No. 966) ·t,o obtain comprehensive re­
ports on a.ssets, liab:Ui ties and related financial operations will 
provide a more systematic method of obtaining and improving the dat.a 
on long-range COmn4i. tments and contingencies. 

Data contained in all of the: previously described reports,, as 
well as a great deal of other da.ta, are included in table,s of the 
Treasury Bulletin or the Annual Report of the Secretary of the 
Treasury on the State of the 1''inances. Hence, 'Whatever 5.s done to 
improve the aforementioned central reports will have a cor!'esponcli.ng 
effect in improving the Treasury Bulletin and the Secretary's Am1.ual 
Report. 

Looking into the irmned:i.ate f'utm:·e, there are some things which 
can be done to improve central financial :reporting: 

1.. Attention should be given to having the new regulation 
(Department Cirular No. 9€6), calling for financ:Lal reports from 
Goverrunent, corporations and agencies administering revolving funds, 



.. 144 -

provide for developing significant data on working capital, i.e., 
excess of current assets over current liabj_lities-. Working capital 
is an :important factor of financial condition to be considered in 
relation to contractual commi tm.en·~s which exist in addition to 
liabilities and additional means of financing available through 
borrowing authorityo 

2. Arrangements with the Department of' Defense have been about 
completed ·whereby the Treasury Department w.i.11 receive, possibly com­
mencing July 1, 1956, two types of reports: (a) a report every ten 
days of the Department's expenditures according to major Treasury 
statement classifj.cations; and (b) a daily report of the total amotmt 
of all checks issued by disbursing officers in the continental United 
States which are drawn on the Treasurer.. These reports will provide 
useful information in connection with financing operations, particulariy 
management of the' Tree.sury 's cash position. · · 

3. The Treasury Department and Bureau of the Budget should give 
attention to making up-to-date revision.s in Budget-Treasury Regulation 
No. l. 1rhis regulaM.on governs apportionment requirements and requires 
the submission of monthly reports on the, status of individual appropri­
ations and funds from the standpoint df appropriations and other 
authorizations, obligations incurred, expenditures made, and unexpended 
balances consisting of u11liquidated obligations and unobligated balances. 

In the development of central reporting, the approach has been to 
find out about the needs of the users of reports. This has included 
interviews w.i.th staff of Congressional committees, the Bureau of the 
Budge·t,, the Department of Commerce, the Department of Defense, the 
Federal Reserve System, and large coirrmercial banks and dealers in 
securities. Individuals in the Treasury Department having an interest 
in the material contained in central reports also have been consulted. 
It is believed that this approach has been unusually productive in 
the last several years and it ~s intended to place continued emphasis 
upon the advice and counsel from such sources in the continuing program 
for review and modernization. of central financial reports. Only thus · 
can such reports be made responsive to the current needs of the Congress, 
the Executive Branch and the public. 
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FORMAT FOR RECONCILIATION OF PUBLISHED REFDRTS OF 
RECEIPTS AND }~XPENDI'rURSS l·ITTH CHAWGES IN BAUJ..JCE 
OF ACCOIB~T OF TBI.: 'fiill.ASURER OF TmruffiTED STA TES-

Excess of Receipts or Expenditures 

Budget surplus (f) or deficit(-) ••••••••••••••••••••••••••••••••••• $ ----
Excess of trust and deposit fund receipts {,L) or expenditures (-) •••• 

Excess of public debt receipts (,L) or expenditures (-) •••••••••••••• 

Excess of receipts (f) or expenditures (-) of Government agencies 
from in"Vestments :in and redemptions of public debt securl ties ••••• 

Excess of receipts (f) or expenditures (-) from sale or redemp-
tion of. obligations of Government agencies in the market •••••••••• 

Excess of receipts (,L) or expenditures (-) in the aggregate ••••••••• $ ----
Reconciling Data Y 

Decrease (f) or increase (-) in amount of~ 

Government deposits and cash not carried in Treasurer• s account •••• $ ____ _ 

Unamortized discount on public debt obligations (Treasury Bills) ••• 

Recoverable payments of public debt interest and principal •••••••• ----
Increase (/.) or decrease (-) in amount of: 

Checks drawn on the Treasurer, outstanding •••••••••••••••••••••••• 

Matured public debt interest coupons, outstanding •••••••••••••••• • · -----
Public debt interest due and payable with principal ••••••••••••••• 

Accrued public debt interest payable, not due ••••••••••••••••••••• 

Military payment certificates redeemable by Department of 
Defense (included in expenditures when i.ssued) .••••••••••••••• • • 

Change in balance of ac~ount o~ the Treasurer of the Unit~d-~~ •••• $::::::::::::::::::::::::::: 

, Proof ---
Balance in Treasurer• s account at beginni.ng of period •••••••• M •••• , -~~ 

-~-' 

Balance in •rreasurer• s account at end of period • • • • • • • • • • • • • • • • • • • • • -----· 

Increase (f) or decrease (-) in Treasurerts balance, as above ••••••• ~~--~===::::....-=~ 

y See Note on following page. 
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Note: In connection with the monthly Treasury Statements or 
Receipts and Expenditures published during a fiscal year 
but not the final statement for the complete fiscal year, 
there are needed three additional lines as follows: 

Net adjustment of Treasui·er' s balance, by 
telegraphic advice, to allow .for reports of 
deposits and withdrawals in transit from Federal 
Reserve Banks. 

Excess of deposits (;!) or withdrawals (-} held 
in suspense in the Treasu.rer 1s account pending 
allocation to specific classes of cash trans­
actions. 

Net adjustment for change in amount of disbursing 
offiCers' transactions in suspense, pending 
allocation to specific classes of cash trans­
actions or of receipts and expenditureso 

EXHIBIT A 
(Continued) 




