COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON 25

January 25, 1952,

TO THE HEADS OF DEPARTMENTS AND ESTABLISHMENTS ¢

With the cooperation and assistance of your representatives the
staffs ol the Bureau of the Budget, Treasury Department and General
Accounting Office have developed the attached progress report under
the joint accounting improvement program. This report is intended to
provide an illustrative summary of the kind of progress belng made
throughout the Govermment by the various individual agencies as well
as the central agencies toward achievement of the objectives of the
Budget and Accounting Procedures Act of 1950. The report has been
prepared in two parts as follovs:

Part I - A general suwmmary indicating and illustrating the
general pattern of accounting lmprovement taking place.

Part II - An illustrative summary intended to provide a general
iden of the kind of accomplishments being made by various
individual agencies, as a result of the exercise of thelr own
initiative and constructive efforts, in shaping their accounting
to better meet management needs as well as coordinating it with
the broader obJjectives of the Jolnt program.

The Secretary of the Treasury, Director of the Bureau of the
Budget and I had an opportunity today to review and discuss this
report with our staffs. We are much encouwraged, as I think you will
be, at the way in which the results of the program are taking shape.
Ve are particularly gratified at the increasing extent to which the
individual agencles are assuming their responsibilities and taking
advantage of their opportunities to make improvements on thelr own
initiative in providing improved systems of accounting and internal
control for their particular operations. The accomplishments re-
flected in Part IT of the report, some of which are used as illustra-
tions in Part I, are a direct result of the work done by the apgencies
themselves and they reflect the ever increasing initiative of agency
personnel in tackling the problemns involved.

The Secretary of the Treasury, the Director of the Bureau of ‘the
Budget and I are especially appreciative of the cooperation of the
agencies with our representatives in tying in the improvements they




are maling with our respective responsibilities and the broad objec-
tives of the program from the standpoint of the Govermment as a whole.
Our staffs regard it as a real privilege to be able to cooperate with
and assist agencies in comnection with various phases of the work they
have been doing and in this way obtain a first hand practical basis
for overall coordination.

The report is intended to be illustrative of accomplishments in
a falirly broad cross section in vhich both large and small accomplish-
ments are mentioned to indicate the practical, dowm to earth type of
progress vhich 1s belng made., Not all areas of improvement or agencies
have been covered since that 1s impracticable in a summary report of
this nature. It should be recognized this may mean that some slgnifi-
cant accomplishments by agencles are not mentioned.

A tremendous Job still lies ahead for all of us. This will
require even greater exercise of inltiative and constructive efforts
in each operating agency as well as intensilled efforts on the part of
the central agencies. The cooperative enviromment which has been
established whereby we can all work together in tackling this job pro-
vides a solild foundation on the basis of which, I am sure, we will make
constantly increaslng progress in the future. This should make it
possible for all of us to meet the challenge of providing a modern
accounting structure throughout the Federal Government as a basls for
efTicient management, control and full disclosure of operations con-
ducted with the public funds.

The Secretary of the Treasury and the Director of the Bureau of
the Budget join me in expressing our appreclation for the efforts of
the heads of agencies in making the Government-wide working partner-
ship embodied in this whole program a moving success.. We want to pay
particular tribute to the many people in the agencies who are directly
engaged in the work behind the accomplishments being made.

Suggestions as to what can be done to better accomplish results
under our cooperative program will always be apprecilated.

Comptroller General
of the United States

Attachment
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PROGRESS UNDER THE JOINT PROGRAM
TO IMPROVE ACCOUNTING IN THE FEDERAL GOVERNMENT

PART T

This is the third annual report of progress under the joint
program to improve the Government's accounting. As in former years,
the report was prepared by staffs of the General Accounting Office,
Treasury Department and Bureau of the Budget with the cooperation of
the other agenciles of the Government.

From its beginning in December 1947, the Jjoint program has repre-
sented the united effort of the three central fiscal agencies working’
in close cooperation with the other agencies of the Government to

~ bring about improvements on a fully coordinated basis in the following

areas :

1. The accounting of the Government comprising the systems of
accounting and internal control as an aid to management in the
individual agencies together with useful central reporting by the
Treasury for the Government as a whole;

2. PFinancial planning as expressed in the Budget, requiring
proper accounting support;

3« Audit performed by the General Accounting Office on a
comprehensive basis at the site of op@rations, and

4, 8implification of roquirements and procedures, which goes
hand-in-hand with improvements in the foregoing areas, and results
in economy and increased efficiency.

Many lasting improvements, examples of which were given in the
two previous progress reports under the joint program, have been
made in past years. However, during 1951, which marked the first
full calendar year under the Budget and Accounting Procedures Act
of 1950, extensions of many of the basic lmprovements instituted in
the earlier stages of the Joint program were made and other improve-
ments were launched pursuant to the implementing authorizations and
allocations of responsibility provided by this legislation. The
fully integrated pattern of accounting for the Government's financial
operations 1s taking shape as originally conceived in the Joint '
program plans.

What is being done to carry out these Joint pngram plans is
recapltulated below:




ACCOUNTTING

Prior to inception of the joint program, accounting in the
individual agencies, with few exceptions, was identified with appro-
priation and fund bookkeeping tied into the highly centralized and
elaborate system of requirements, controls and processes involving
the Government's recelpts md expenditures which focused in the
General Accounting Office and Treasury Department. This system
for the most part was intended to prevent the over-obligation and
over-expenditure of appropriations made by the Congress and to pro-
vide for a personal accounting by those charged with the receipt
and disbursement. of public funds, Important as these objectlves are,
there was sadly neglected the equally important objective of providing,
through accounting, a means for management in the individual agencies
"to appralse the value of activities in the light of program costs and
accomplishments, to provide full, accurate, and timely disclosure of
the financlal resultes of operations, and to control not only funds
but. property and other assets for which the agency 18 responsible.
The Joint program has stressed the development of accounting to serve
these broader purposes, as well as Lo preserve essential safeguards
over the receipt and expendlture of funds.

In the development of agency systems of accounting and internal
control, the following factors have been given special attention:

1. Integration of budgeting and accounting claséifications in
order to provide adequata and reliable accounting support for
budgets .

2. Decentralization of accounting within agencies, to the
extent practicable, to points of delegated operating or management
responaibilities consistent with the depree of central control
required to be exercised. :

3. Utilization, under appropriate circumstances, of accrual
accounting (e.g., that which involves determining costs and expenses
in relation to changes in assets and 11abilities?-

L. Providing for integration between the aforementioned
accrual accounting and appropriation accounting.

5. Developlng cost accounting, where appropriate, and integrating
it with appropriation accounting.

6. Establishing quantitative, and, where appropriate, financial
control of inventoriea and other property.

T. Establishing or improving control of receiv&bles and collec~
tions, including efficlent billing procedures.
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v 8. Improving and simplifying procedures for controlling
obligations under appropriations.

9. Improving agency reporting to fully serve management needs.

10. Tying in agency accounting with Treasury accounting and
central reporting. ,

11. Improving accounting organization and staffing in the
individual agencies in line with the broadened concepts of the role
of accounting and related agency responsibilities.

12. Simplifying accounting and related procedures and applying
modern methods and techniques.

It is not feasible to detail in full the progress made to
strengthen agency accounting along the above lines. However, the
examples of agency accomplishments given in Part II of this report
are illustrative of the kind of progress being made.

As for improving the accounting structure of the Government
from the standpoint of central requirements and processes, emphasis
has been placed from the outset on simplifying such central require-
ments and processes and eliminating overlapping and duplication.
The objective has been to substitute more realistic types of
controls in terms of the responsibilities involved in the collection
and expenditure of funds and provide a practical basis for the inte-
gration of all the Goverument's accounting. Central accounting
requirements, controls, and processes in both the Treasury Department
and the General Accounting Office have been re-appraised in the light
of the strengthening and greater utilization of agency systems of
accounting and internal control and the transition of auditing concepts
and methods of the General Accounting Office from a centralized desk
audit of vouchers and other documents to the progressive use of
comprehensive, on-the-site audit procedures. The chief developments
which have taken place with respect to central requirements, controls
and processes are as follows:

1. The first fundamental step,under the Budget and Accounting
Procedures Act of 1950, toward readjustment of central requirements
and preocesses took place December 31, 1950, when the General Accounting
Office abolished its Accounting and Bookkeeping Division, thereby
discontinuing the maintenance of appropriation, expenditure, limita-
tion, receipt and personal ledger accounts for the Government as a
whole. The Comptroller General's responsibilities in connection
with these matters are more effectively carried out through his
authority to prescribe basic accounting requirements and make compre-
hensive audits of the Treasury's receipt and appropriation accounts
and the accounting of other agencies.
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2. Another fundamental step was taken under the Post Office
Department Financial Control Act of 1950, by the abolishment of the
Postal Accounts Division of the General Accounting Office and the
transfer of its functions of maintaining the administrative accounts
for the Post Office Department to that Department. The Comptroller
General now exercises his responsibilities through a comprehensive,
on-the-site audit of postal operations and by cooperative work with
the Post Office Department in the development of its accounting
systems in conformance with principles and standards prescribed by
the Comptroller General. '

3. A complete review was made of the prescribed classifications
for the Government's receipt, appropriation, and related fund accounts
in accordance with a revamped fund structure provided for in a revision
of General Regulations No. 84. Necessary revisions of account classi-
fications were made effective July 1, 1951. This revision provides for
better disclosure and presentation of the financial operations of the
Government . :

L4, Procedures which involved the issuance and countersignature
of warrants for making appropriated funds available to the various
agencies of the Government for expenditure were simplified and
improved. The old procedures were changed in two respects:

(a) The entire amounts of appropriations, with a few
exceptions, are now placed to the credit of disbursing
officers at the time the appropriations are set up on the
books of the Treasury and books of the agencies spending
the appropriations. Previously, funds under individual
appropriations were advanced to disbursing officers plece-
meal during the year in accordance with requisitions
submitted by the spending agencies.

(b) Collections representing repayments to appropria-
tions and those representing special and trust receipts,
with a few exceptions, are now deposited directly by the
collecting agencies into the accounts of disbursing officers.
Previously, it was necessary to issue warrants to cover the
deposits into the Treasury and then requisition them for
advance to disbursing officers.

These procedural simplifications have greatly reduced paper work on
the part of the Treasury, General Accounting Office, and the other
sgencles and have eliminated a considerable time lag in making funds
available in the accounts of disbursing officers for the payment of
public creditors.

5. Coordinate with the revision of central accounting processes
and warrant procedures, a basis is developing for tying in the operat-
ing accounts of each ansency with the cash accounts of the Treasury.
Most agencies are nov able to reconcile their cash accounting with the
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Treasury in o wanter similar to that of a business coneevn with its
bonk,  ‘Uhas, o sobotarntial stert haos beer provided Tor laying the
founaation for the zehizvensnt of o kjor obliective of the vhole
Progen- —6 ﬁimylo integr%t“& accourting structure or the entire
Governmant whereby the accounting records are mwaintained in the
individual u@@ﬂﬁles for operations tor which thev are responsible
but urder vhich accounting results can be broupht tosether and
consolidated in financial veports foir the uuuclumcnt as a whola,

G. The Comptroller General's review of the organization and
operations of the General Accounting Off'icé coordinated with a
reviev and analysis of the accounting organizetion and procedures
of the Treasury Department, is continuing. During the past year,
stalfe of the General Accounting Office and the Treasury Department
have been engaged in developing plans for the best possible system
with respect to the Department's accounting for its cash operations
and f'or the receipts and expenditures of the Government. In line
with the new approach to central requirements and processes a
foundation is being laild for integration of the Treasury's own
accounting and for bringing together data needed for compiling
over-all financial reports of the Government.

BUDGETING

Many dimprovements have been made in budgeting and budget

processes 1n consonance wibth changes in accounting.
N

Nunerous changes have bheen made in agency appropriation structure
and activity classifications. In developing such changes the object-
ives have been to (a) develop a simplified appropriation pattern so as
to provide appropriate flexibillty in agency operations and minimize
the need for complex accounting procedures, and (b) provide meaningful
activity schedules which indicate clearly the various segments of
work upon which each agency is engaped and which permit the development
of adequate support in the accounts. Progress being made in the
appropriation structure area is exemplified by the fact that over 200
appropriations were eliminated in the 1951 budget, Tollowed by a
further reduction of 56 items in the 1952 budget. This now leaves a
total of less than MO0 appropriations for the Executive Branch.

As for activity schedules, the 1951 budget presentation repre-
sented a complete change in Lhdt each agency was required for the
first time to present its appropriation requests in terms of activities.
Numerous refinements in activity classifications were made in the 1952
hudget .

Agpressive action is nowv underway in order to bring about further
lmprovements in budget structure and to develop adequate accounting
support for the budget. This action consists ol a government iwide:
follow-up program on the surveys which were made of apency budgeting
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and accounting practices at the request of the House Appropriaticns
cammittee., The follow-un program is to correct weaknesses indicated
ag a result of the surveys and to further strengthen budget practices
and accounting supvort Tor the budget.

The revision of General Repulations No. 84 which made coumpre-
hensive changes in fund structure and account classification enubled
further iwprovements to be made in the 1953 budget. For example, the
reclassification of trust furd items will provide a clarified aud
noce accurate presentation of that portion of the budget. To
illustrate, 78 accounts for refunds and claims previously shown in
detail in the trust portion of the budget were eliminated from the
1953 document. The reclassification of accounts as revolving and
working capital funds and the better identification of business-type
operations in the agencies also contributed toward a more informative
presentation. This is exemplified by the fact that the muwiber of
business-type statenents in the 1953'd0cunmnt will almost double
those shown in the 1952 budget, with U8 accounts (43 of them non-
corporate) presented on that basis for the first time,

These new accounts involve government assets estimated at
$2,370,000,000 and application of funds estimated at $8,500,000,000
during fiscal year 1953. ‘

In still other agenciles, involving even greater assets, such
as the Atowmic Energy Commission and the Bureau of Reclamation, the
gtatements in the Budget are reconcilable with business-type state-
ments available from the agency's accounting records. ’

PROCEDURAL SIMPLIFICATTONS

A basic objective of the accounting improvement and development
work being done in the individual agencies and in the area of central
accounting functions, requirements and procasses has heen to simplify
and modernize accounting and related fiscal operations and procedures
to the maximum extent practicable, consistent with the economies and
increased efficiency to be achieved and with due regard to the mainten-
ance of adequate safeguards and controls over public funds. Through
these simplification efforts it has been posesible to eliminate a great
denl of duplication and overlapping of accounting operations and proce-
dures, to reduce substantially the amount of document flow and other
paper work, and to avoid handlings, recordations and other work steps
vhich are only repetitive and serve no useful purpose. The following
ure some examples of simplification results, having Government-wide
as well as individual agency application and significance, which
illustrate the progress made to date along this line:

1. Modificaticon of General Accounting Office Processes;

The abolition of' the Accounting and Bookkeeping Division
of the General Accounting Office, pursuant to the new legisla-
tion, removed a concentration of central accounting controls,
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requirements and processes, involving a voluninous flow of
docurients from agencies and their field instoallations. Much
of" this either duplicated to a large extent requircments of
the Trecasury Department and the Bureau of the Budget or
became outmoded and served ne useful purpose in the light of
other accounting improvements and developments under the
Joint Program. Typical of the work cut out, involving

direct savings of 1 million dollars in the General Accounting
Office alone, arc the lollowing:

(a) Over 500,000 ledger accounts, comprising appropria-
tion and expenditure, limitation, receipt, personal accounts
with accountable officers, public debi, and miscellaneous
accounts, and posted for the most part from documents
originating in the agencies, vere eliminated.

(b) Approximately 900,000 advance schedules of collection _
required to be forvarded periodically from all over United States,
and involving considerable clerical costs in their preparation,
saved annually. ‘

(c) About 30,000 reports, on an annual basis, covering
analyses of disbursements and collections by appropriation
limitations, were eliminated. These reports also involved
substantial clerical costs to complle.

- (d) Submission by 125 agencies of monthly reports on status
of appropriations, involving over 9,000 report pages with 300,000
line entries on an annual basis, discontinued.

2. Modification of Warrant Procedures;

Pursuant to the authority of section 115(a) of the Budget
and Accounting Procedurecs Act of 1950, three joint regulations
have been issued thus far by the Sccretary of the Treasury and
the Comptroller General to effect simplifications or modifica-
tions of warrant processes and related procedures, Improvements
brought about by these joint regulations are the following:

(a) Joint Repulation No. 1.

Under this repulation, procedwres with respect to
repayments to appropriations wvere simplified. Prior to
the repgulation, collections representing repayments to
appropriations had to be deposited, covered into the
Treasury, and then advanced to the disbursing officer who
in many instances was the original depositor, In providing
{for direct deposit ol such collections to the credit of the
disbursing officer, this regulation eliminated the use ofl
tvo warrants formerly required in order to make such funds
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available for disbursement as well as materially reducing
the time lag between collection and ultimate availability
for disbursement. In suwmmary, this regulation has
eliminated for each transaction 20 steps, 60 handlings of
documents and 106 recordations in the combined account-
ing operations and related procedures in the Treasury
Department, General Accounting Office and administrative
agencies, in processing repayments to appropriations.

(b) Joint Regulation No. 2.

This regulation simplified procedures with respect to
making appropriated funds available for expenditure by the
elimination of the requisition for disbursing funds by
administrative agencies and the consolidation of account-
able and appropriation warrants, Under this regulation,
all of the funds appropriated to the agencies are novw
advanced in lump sum to the disbursing offlcers, which
eliminates individual periodic advances heretofore processed
by and for cuch agency monthly or quarterly. In the work
of the agencices, the Treasury Department and the General
Accounting Office, this regulation has resultced in savings,
for cach transaction, of 8 steps, 11 handlings of documents
and 38 recordations to make appropriations available for
disbursement.

(¢) Joint Regulation No. 3.

This regulation, vhich relates to special and trust
fund receipts that are available for expenditure at the
time of collection by the collecting agency, eliminated
the preparation, handling and sipgning of three wvarrants
heretofore necessary belore funds could be spent by the
collecting apgency. That the simplified procedure effected
by this Joint regulation considerably lessens the workload
of the administrative agencies, the Treasury Deportment
and the General Accounting Office is indicated by the
elimination, for each transaction, of 33 steps, 72 handllngs
of documents, 136 recordations, and 28 days required in the
processing of these available speclal and trust fund receipts.

Administrative Ixamination of Vouchers.

As a result of actlons taken under authority of section 119

of the Budget and Accounting Procedures Act of 1950 (which
authorizes the heud of each executive ageney to deslgnate the
place or places, at the scal of government or elsevhere at
which the administrative examination of flscal officers!
accounts will be performed, and to waive such examination in
vhole or in part with the concurrence of the Comptroller
General) a substantial reduction in document flow and handling
has been clfected,
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About 9,000,000 vouchers paid in the ficld are no
longer bundled and shipped to Washington for central office
administrative examination prior to sending them to the
General Accounting Offlce for audit., This development actually
saved tvo separate handlings of such a large volume of vouchers
since under the former procedures the vouchers vere sent first
to the Chiefl Disbursing Officer, Treasury Department, lor
consolidation and processing and then to the administrative
agency Tor examination.

I, Use of Voucher and Schedule of Payments.

Considerable reduction in document preparation and flow
has been made through the extended use of the voucher and
schedule of payments coupled with extension of on-the-site
audits. Many agencies are nov utilizing this simplified
voucher form which provides for a listing of a number of
payecs, duly certified, as authorization to the disbursing
officer to make the payments so listed. Basic supporting
documents are thus retained at the point of voucher origin
for subsequent audit by the General Accounting Office. This
has resulted in an approximate reduction in the preparation
Q£“228OOZOOO individual vouchers annually, which formerly were
transmitted to the Chiel Disbursing Officer, Treasury Depart-
ment, for payment. Also, by retention of original voucher at
the site the preparation of additional administrative copy of
each voucher can be saved. This is in spite of the fact that -
~ there has been an increase of 1,000,000 a year in the volume
of checks i1ssued.

5. Retention of Documents Because of On-the-site Audit.

As mentioned in the preceding item, the retention of
documents at the site of operations for on-the-site audit by
the General Accounting Office, in lieu of the former practice
of transmitting such documents to the General Accounting Office
for a desk audit, has resulted in an enormous reduction in the
flow of accounting documents. As examples, the site audit of
the 1948 and 1951 dividend payments for the National Service
Lif'e Insurance program has made possible retention by the
Veterans Administration of supporting documents for approxi-
mately 23,000,000 payments; likewise, site audit arrangements
made. for the Economic Stabllization Agency have resulted in
the retention of 110,000 documents ol this agency for the
calendar year 1951 alone,

6. Simplification Results in Individual Agenciés.

Although the eliminations or modifications of central
accounting requirements and external audit processes consti-
tute, in themseclves, highly significant improvements. in the
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overall accounting structure of the Goveimment, they are
undoubtedly cven more significant from the standpoint of the
foundation which has been laid for effecting simplifications
in the accounting operations and processes of the individual
agencles. A few examples of such simplifications in agency
accounting, selected at random {rom the agency accomplishments
set forth in detail in Part II of this progreoo report, are
summarized below:

(a) Installation of a new punch card money order system
In the Post Office Department, effective July 1, 1951,
resulted in a savings of 300 million forms formerly prepared;
over a million lepgal sized sheets on which money orders were
listed at 300 1tems to a sheet; preparation, handling, and
reconciliation of over 900,000 checks a year through reduction
in number of checks drawn by postmasters in cashing money
orders; and has eliminated YOO positions in seven electrical
accounting units.

(b) Consolidation of administrative and program account-
ing functions into a single ailvision of the Fiscal Branch of
Production and Marketing Administration, Department ol
Agriculture, has saved paper handling, machine utilization
and an estimated 24 man years.

(¢) As a result of revision and decentralization of
accounting functions the cost of operating the finance
activity of Bureau of Reclamation, Department of Interior,
has been reduced by approximately one-third in the Washington
office and the seven regional offices.

(d) Preparation and processing of approximately 500,000
carbon coples of checks, drawn by Foreign Service disbursing
officers each year and required to be forwarded alr mail to
Washington at least once a week, saved by revised procedure
for recording Foreign Service dlsbursing officers® transac-
tions in accounts of the Treasury Department, Division of
Disbursement, and in Division of Finance, State Department.

(e) Vhere site or comprehensive audits have been
approved, agencies are authorized to dlscontinue preparation
of standard voucher lorms when certlified iInvoices are
recelved from vendors. In the General Services Administration,
for example, this has resulted in the elimination of the need
for preparing 200,000 vouchers annually on Standard Form No.
103k, Also, processing recurring rental payments, without
certified invoices, on basis of listlngs prepared by
disbursing officers has climinated handling of about 60,000
separate rental vouchers annually and reduced from seven to
twvo the number of copies ol lenses necessary to process
payments.,
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7. Simplification of Pund Structure and Account Classification.

The greatly improved, simpliflied and more consistent basis
for classifying receipt, appropriation and rclated fund accounts
provided by General Regulation No. Ob - iSecond Revision, issued
by the Comptroller General November 20, 1950, has made possible
a great deal of simplification in accounting procedures for
various classes of funds. For example, the establishment of two
newy classifications of fund accounts, namely, revolving fund
accounts and deposit fund accounts, by this regulation together
with the operation of Joint Regulation 3, has been the basis
for reclassifying certain accounts, heretofore classified as
special Tunds, trust funds or special deposit accounts, in order
to provide a better and more simple means of obtaining informa-
tion for budpeting and financial reporting purposes and to
eliminate previous artificial distinctions and non-uniform
accounting procedures under which such funds were made available
for disbursement.

The above items are illustrative. Additional examples of
gimplification are set forth in Part II of this report.

OTHER DEVILOPMENTS IN FINANCIAL CONTROLS

In accordance with section 1211 of the General Appropriation
Act, 1951, the Director of the Bureau of the Budget, in the calendar
year 1951, approved agency repulations governing the administrative
control of funds for 61 agencies. Prior to their approval, the
General Accounting Office gnd the Treasury Department participated
in the review of these repulations to insure consistency with the
accounting improvements and objectives of the Joint Accounting
Program. Approval ol the regulations was granted in each case only
after ascertaining, insofar as possible,that the system of control
required by the regulation was Teasible in terms of an accounting
system sultable for the agency's operations.

As previously mentioned, the maintenance in the General
Accounting Office of appropriation, receipt, and related accounts
for the Govermment as a whole has been discontinued. Included vere
about U4 000 accounts with respect to Congressional expenditure limi-
tations within appropriations. The maintenance of these limitation
accounts necessltated the preparation and submission by the various
agencies of the Government of about 30,000 reports annually consist-
ing of monthly analyses of disbursements and collections. Not only
did the eliminatlon of these accounts and reports result in economy,
but, also, more realistic control is being exercised by the General
Accounting Office by a review of the internal procedures established
in agencies for controlling expendituwres in relation to limitations
and by on-the-site audit of expenditure transactilons,
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The Treasury issued, effective July 1, 1951, a regulation requir-
Ing reports on foreipgn currencies which can be and are acquired by
U. 3, Govermment agencies without payment from thelr dollar appropria-
tions, The purpose is to bring together information on such currencies,
needed centrally by those concerned with the consideration of dollar
appropriations, for agencies which are authorized to expend foreign
currencies in addition to theilr dollar appropriations. There is also
the need of such information in connection with the policy aspects of
utilizing to the best interest of the United Jtates foreipgn currencies
on hand or which are potentlally available Tor acquisition.

AUDIT

Comprehensive audit at the site of operations is being extended
~as rapidly as feasible by the Comptroller General. The comprehensive
audit extends not only to the appropriate review of the legality and
propriety of financial transactions but also to the reliability of
accounting results, Talirness of presentation and disclosure in finan-
clal reports, and constructive recommendations on internal control
and other matters which are of concern to management. -

Comprehensive Audit. The comprehensive audit has been extended
to some 31 Govermment agencies or major parts of agencies including
some of the large field installations in the Department of Defense.
It is expected that all significant operating programs in the
civilian agencies will be under comprehensive or other site audit
by June 30, 1953.

During the past year comprehensive audit was extended to the
following:

Department of Defense:
Derense Printing Scrvice
Military Sea Transportation Service
Naval Ordnance Plant, York, Pa,
Philadelphia Naval Shipyard
Picatinny Arsenal

Guaranteed Loan Progrum (various agencies)

Department of Interior:
Alaska Road Commission
Alaska Railroad
Govermment of the Virgin Islands
Puerto Rico Reconstruction Administration

Department ol the Treasury:
Office of the Treasurer of the United Gtates
Divislon of Bookkeeping and Uarrants
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Canal Zone Goverrment

Defense laterials Procurement Agency

Small Defense Plants Administration

Consolidation of Auditing Activities. 1In order to achieve
balanced development and overall guidance of the several auditing pro-
grams of the General Accounting Office and for the coordination of its
auditing activities, the Comptroller General established on May 1h,
1951, a new positlon desipgnated as Director of Audits. The Director
was charged with the authority and responsibility for the overall
planning, programming, and correlation of the auditing work. Based
on the results achieved, the Comptroller General decided that all of
the auditing divisions of the General Accounting Office, except the
Transportation Division which is engaged in a highly, specialized
field, should be consolidated into one division, On January 18, 1952,
he signed an order abolishing the Audit Division, the Corporation
Audits Division, the Postal Audit Division, and the Reconclliation
and Clearance Division and transferring the functions of these
divisions to a new division designated the Division of Audits and
headed by a Director of Audits. This is a transfer and realignment
of the functilons performed by four major divisions of the General
Accounting Office employing over 3,400 people into a single division.
The consolidation will achieve real economies in that it will cut
out duplication of administration and enable a far better and more
productive utilization of auditing persomnel. It will make for a
better auditing job all around.
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PART II

ILLUSTRATIVE SUMMARY OF ACCOUNTING
DLVELOPHENTS IN AGLHCILS

I"ORII/ORD

- The backbone of the whole joint program has been and must con-
tinue to be the work done in the individual operating agencies in
establishing and maintaining adequate systems of accounting for their
operations.  Under the basic concepts of the Jjoint program and the
-allocations of responsiblility under the Budget and Accounting Pro-
cedures Act of 1950, and related legislation, the keeping ol proper
accounts and exercise of proper controls at that point are the
- foundation on which the entire system of accounting and reporting
must rest. The improvement and simplification of central requirements,
financial reporting, budgeting, audit and control processes all must
be accomplished with due regard for the accounting at the points of
operations.

This result is accomplished by emphasils under the program and
the Act on the exercise of initlative in each agency in shaping
accounting to meet its individual needs. = Cooperative work with the
agencies by the central staff agencies (General Accounting Office,
Bureau of the Budget and Treasury Department) provides the basis for
coordinating this with the broader objectives and responsibilities of
those agencles. This provides a means for eliminating or avoiding .
overlapping and duplication and achieving an accounting structure for
the Governmment as a vhole in which the accounting and internal control
procedures established at the polnts of operations primarily from the
standpoint of supplying management needs at these points, will be
geared into all purposes to be served, including the basic objective
(which underlies all obJectJves) of maklng a proper disclosure to all
concerned of the financianl operations conducted with the public funds.

A factor of the most fundamental significance inherent in this:
approach 1s. the fact that it gives recognition in accounting develop-
ment to the tremendous diversity and complexity of the various types of
operations conducted by the agencies which comprise our present day
Government, There is as much diversity in the operations of Govern-
‘ment agencies as can be found in all of private industry. In addition
to the many large operations unigue to the Government, the counterpart
of most operations of modern business and industries can in one way or
another be found in the operations of various Government agencie&--
manufacturing, merchandising, insurance, production and sale oT powver,
banking, lending--to mention only a few..

It 1s a fundamental to proper accounting-developmeﬁt;vand has
been a baslc objective:of the program from the outset, that in each
of these diverse areas accounting be developed in line with the
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modern concepts, standards and methods vhich underlie the development
of accounting in comparable modern industrial enterpriscs. OF équal
lmportance in our Federal Goverument is the maliing of coordinate pro-
vision for complicance with law and. faithful discharge of public trust
and accountabllity in the manasement of Govermment coperations, ‘

This approach naturally requires emphasis on the many individual
problems, in practical terms, involved in each individual situation
with emphasis on the current needs of management, coordination with
overall budgebary and fiscal control processes and the dilficult and
complex problems of effecting transition to basically improved pro-
cedurces under "coing concern' conditions.

This emphasis on an individual approach to the accounting problem
in the many operating and management areas involved In a program of
this magnitude makes it lmpracticable in a summary document of this
nature to provide a full description of what has been done, or to
reflect the relative priorities of matters needing improvement involved
in each case, the deficlencies remalning to be corrected, or the rela-
tive significance of what has been done in diffcrent areas. This
report does not attempt to do this.

In the light of these considerations the attached swmary has
been prepared solely for the purpose of providing illustrations--
large and small--of the kind of practical, down to earth progress
which is being made by various agencies in decaling with the problem,
These have been summarized under catepgories representing broad types
of improvements needed as a gencral proposition in the light of pre-
vious inadequate development of accounting in the Govermment. The
categories are not intended to bhe exhaustive.

The developments covered are primarily those occurring in the
calendar year 1951. Some tie in to work started 1In previous years
and to that extent there is some overlap with previous reports. An
effort has been made to keep this at a minimun,

Perhaps the most lmportant gencral conclusion to be drawn from
the accomplishments reviewed in this report is that they reflect the
enviromment in which the agencies, the Treasury Dcpartment, the Bureau
of the Budget and the General Accounting Office are working out account-
ing problems with due recopgnition of the needs and responsibilities of
all. This provides a f{irm foundation for doing the tremendous joh
which still lies ahend, a job requiring intensified efforts and even
greater realization by individunl agencles of their responsibilities
and opportunities. ' '




DEPARTHEIT OF AGRICULIURE

Synchronization of Accounting and Budgeting Classifications:

Accounting systems developed for Working Capital Funds in the
Office of the Secretary and Agricultural Research Center include
conmplete integration of accounting with budgetary preparation and
execution through maintenance of accounts on business-type basig---
Bureau of Agricultural and Industrial Chemistry survey report includes
recommendations for developument of accounting support for activity
classifications---allotment procedures reorganized and allotment ledger
simplified in Bureau of Dairy Industry to provide direct accounting
support for budget presentations except for overhead expenses which
are distributed to activities on acceptable accounting bases---
activity classification based on organizational structure of Office

~of Toreign Agricultural Relations now up for departmental approval--
recommended allotment procedure in latter agency follows activity
classifications for program operations thereby directly supporting
budpget classifications with distribution of overhead being based on
time reports, workload data or other acceptable methods indicating

time worked on each activity--revised activity classifications
effective with the 1952 budget for Rural lilectrification Administration
provide for more direct accounting support since expenses for five
divisions to be charged directly to particular activities, leaving
expenses of four divisions and Office of Administrator to be prorated---
in Soil Conservation Service for fiscal year 1952, the appropriation '
"Land Utilization and Retirement of Sub-marginal Land, Department of
Agriculture" merged with "Salaries and lixpenses, Soil Conservation
Service" to simplify appropriation structure--number of activity
classifications reduced from eight to three.

Application and Utilizatioh of Accrual Basis of Accounting:

Full utilization of accrual basis accomplished by Working Capital
Funds of Office of Secretary and Agricultural Research Center including
depreciation of equipment over accounting perilods benefited, recogni-
tion of receivables and payables as they accrue, and cost of leave
earned rather than taken charged to accounting periods benefited---
feasibility of adapting accrual basis to inventories of chemicals
and technical materials being considered in Bureau of Agricultural
‘and Industrial Chemistry---administrative accounts of Rural blectrifi-
cation Administration on accrual basis--also program operations through
recognition of accrued interest receilvable on loans to borrowers and
accrued interest payable on borrowings from Treasury Department.

Improvements in Property Accounting:

Accounting systems for Working Capital Funds of Office of
Secretary and Apricultural Research Center place all equipment under
accounting control with stores inventories of materials and supplies
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on perpetual inventory basis--individual equipment record cards
maintained for equipment subject to capitalization and depreciation-
record cards provide for accumulation of costs pertaining to
acquisition, installation, improvement and depreciation--in addition
to financial control, quantitative control of equipment inventory
maintained---in Farmers Home Administration off'ice equipment inventory
accountability transferred from manual to punched card system in

Area Finance Offices with increased operating efficiency and better
integration vith general ledger controls--also, inventory control of
printed forms and Sfbck‘supplieu established on punched cards result-
ing in uniform control system---during 1951, wvork undertaken in both
Bureau of Apricultural and Industrial Chemistry and 8cil Conservation
Service looking toward establishient of accounting control over prop-
erty.

Development and Integration of Cost Accounting with Approprlatlon
Accountbing:

A survey of 25 branches or staff offices of Production and
Marketing Administration is being made by the Fiscal Branch to
determine an acceptable method of developing and distributing costs
for accurate reporting of oblipgations.

Inproved Control of Receivables and Collections Including Billing
Procedures:

Under working capital fund financing of reinbursable operations
Agricultural Research Center is now preparing billings monthly from
Job cost sheets thus eliminating numerous accounting operations
incident to preparation of advance billings previously necessary to
provide working capital---Bureau of hkntomology and Plant Quarantine
during 1951 developed improved and simplified procedures for“}eceiving,
recording, handling and scheduling receivables and collections, includ-
ing maintenance of a "Bill and Collection Record," and policies for
the handling of cash and type of safekeeping facilities to be provided--
also, procedures on reimbursable overtime, a major item in counnection
with work of inspectors assigned to foreipgn plant quarantine duties,
are awaiting departmental approval---in Rural Llectrification Adminis-~
tration an improved bllling procedure, involving utilization of punch
card machine methods 1s being tested whereby all outstanding loans
from a single borrower on which amortization payments are due will
be billed on a single statement.

Improved and Simplified Procedures for Controlling Oblipations:

Allotment ledper and subsidiary record procedures of Burcau of
Entomology and Plant Quarantine completely revised in 1951 and allot-
ment accounts decentralized to filve regional offices with realization
of better and more timely control of oblipations---Rural Electrification
Administration developed new procedure to provide current data to
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management on travel expense obligations---Production and Marketing
Administration now has prescribed obligation standards and records to
be maintained by allottees responsible for incurring obligations which
generally results in individusal obligation documents, being pre-
validated-~PMA State Office operation revised method of recording
obligations to allotment ledger to permit preparation of man-month
obligation report for budget purposes.

Improvements  in Agency Reporting to Serve Management Needs More Fully:

Through integration of cost accounting with general ledger accounts,
plus adoption of accrual basis of accounting, more informative and
factual reports showing financial condition of the working capital
fund and net regults of operations are being furnished management in
the Office of the Secretary and the Agricultural Research Center for
their respective working capital funds-~in addition, the Center is
belng provided separate statements for each cost center for evaluation
and comparison of sources of Income and expense---in, Bureau of Ento-
mology and Plant Quarantine monthly operating reports prepared
directly from official accounting records are now being furnished to
field stations and to central office by Regional Administrative
Offices--~Rural Ilectrification Administration 1s devising new reports
on administrative costs for top management and statistical reports on
loan activities are being simplified and improved.

Significant Improvements in Organization and Staffing:

Establishment of five regional offices by Bureau of Iintomology
and Plant Quarantine to conduct program and adminilstrative activities
is decentralization from the Washington level to supervise almost
500 field stations--maximum utilization of accounting records and
controls in operating and management responsibilities to be made~w
accounting and related functions being integrated into organizational
pattern---consolidation of administrative and program accounting func-
tions into a single division of the Fiscal Branch of Production and
Marketing Administration including centering responsibility for ECA
Program accounting in one place has saved paper handling, machine
utilization, and an estimated 25 man years--merging of two units into
a single unit of the Fiscal Control Division, TFiscal Branch saved an
additional two man years in PMA with more effective accounting control
~w==in Rural Electrification Administration the program and adminis-
trative accounting organizations were merged with provision for a
technical staff responsible for procedure development and for segre-
gation of functions required in effecting internal control--also,
internal audit staff established independent of accounting organization
in the Office of the Administrator.
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SimpliTication of Accounting Procedures, Reduction of Paper Vork and
ilimination of Repetitive Accounting Opervations:

In Agricultural Research Center 500 allotment ledger sheets for
reimbursable opcrations eliminated--monthly billing dircctly from job
cost sheets saved numcrons files, work sheets, and other documents--
elimination of advance billings saved hundreds of original billings
and billing adjustments each year--adoption of Simpliiled stock
records 1n place of inventory records for small stock items resulted
in one stock card being maintained in lieu of 600 to record same
inventory--simplified accounting control over non-cipendable property
saved 250 equipment record cards--T700 separate time and attendance
forms saved by improved uwtilization of individual daily time tickelts~--
two man years saved overall by above simplifications---in Burcau of
Dairy Industry by using information available from punched “card
records for expendltures and analysis of open obligation Tile 350
allotment ledger sheets and 7,500 postings saved--300 ollotment
ledger sheets and postings of 26 payrolls each ycar to individual
sheets for each employee eliminated--~Bureau of Intomology and Plant
Quarantine--through replonalization of accounting records great deal
of paper work and repetitive accounting operations eliminated by
having vouchers and schedules processed at five reglonal offices
rather than 141 fileld offices and by having disbursement and collec-
tion functions handled by 5 Regional Treasury Disbursing Offlces
rather than 19---Farmers Home Administration-~improved filing pro-
cedures for original loan documents wlll eliminate preparation of
copies of loan documents 1n connection with 140,000 loans made each
year--simplified disbursing procedure utilizing liatings developed
from basic contractual documents in lieu of invoices [rom payees
will eliminate preparation and processing of several thousand vouchers
per year with substantial reduction in man hours--payroll procedures
simplified by using payroll punched card listings in lieu of individual
earnings record--simplified procedure for borrowing loan funds from
Treasury Department resulted in preat reduction in paper work and
man hours required to maintain proper bhalances Tor loan purposes—--
annmual savings of approximately 546 documents, including schedules,
payrolls and control registers saved in 0fllce of Torelpn Agricultural
Relations by providing for one payroll in lieu of eight previously
prepared--~Production and Marketing Administration simplified payroll
procedures by elimination of individual earnings record and substi-
tution of punched card listinpgs--one copy of three-part set of
Application for Payment form used in Agricultural Conservation Propram
eliminated--two general ledpgers maintained in Washington for adminils-
trative operations consolildated and repetitive posting of field
transactions eliminatcd---in Rural Ilectrification Administration
repetitive posting of information on loan advances (7,200 per year)
saved by adoption of new loan record card control and relatced
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procedures--quarterly installment billings simplified through re-
amortization of certain early loans eliminating necessity to compute
interest rates at both original and reduced rates in order to
ascertain current installments of principal and interest---50il
Conservation Service decentralization of general lcdve 's to seven
regional offices saves two man years. ‘

Other Accounting Improvements:

Comprehensive on-the-site audit by the General Accounting Office
extended to Farm Credit Administration, Farmers Home Administration,
Rural Llectrification Administration, and Soil Conservation servicee--
on-the-slte post audit instituted on trial basis in Caribbean and
North Carolina State Offices of Production and Mdrketinngdmlnis-
tration looking toward discontinuance of GAO preaudit in all Gtate
and Insular Offices--voucher and: ‘schedule of payments extcnded to
these two PMA offices--voucher qnd schedule of payments also in use
in Farmers Home Adminlstration, Rural llectrification Administration,
and Soil Conservation fervice-<-interest paid by borrowers on loans
from Farmers Home Administration will be reported as income to the
Government in Treasury annual statement of receipts and expenditures
bepglnning fiscal year 1951 on basis of collections rccorded 1ln the
accounts of the agency. ‘
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DEPARTIMSIT OF COMMERC!

Synchronization of Accounting and Budpeting Classifications:

The Hational Bureau of Standards has proposed a consolidation in
the 1953 estimates of three regular appropriations into "Salarvy and
Expenses" appropriation without program fund” {initations --accounting
structure of the newv system provides Tor complete integration with
budgetary classifications~--technical operations of the Bureau divided
into projects 1in such mamer that any glven project ralls into onc of
16 sub-classifications established for the five activity classifications
under two appropriations--at time project approved it is identified with
a sub-classification so that operations arve immediately identified with
activities when charged to projects--rapid consolidation of operations,
by activity classificatlon provided through punched card methods--
although accrual basis used, provision made to reflect unliquidated
obligations for budget presentation.

Application and Utilization of Accrual Basis of Accounting:

Accounting systems for the Office of the Secretary and the Vorking
Capital Fund, Offlce of the Secretary, utillze the accrual basis Tof
accounting w1th the latter recognizing accrual of leave earned and
depreciation of equipment as costs of operations---National Bureau of
Standards system predicated on accrual hasis and provides for charges
for equipment depreclation and accrved leave--provision made for
ligquidating legal oblipgations recorded in budgetary accounts when the
liability of the Bureau for goods or services rendered is reflected
in the proprietary accounts.

Improvements in Property Accounting:

Accounting system of Mational Bureau of Standards provides for
financial control of property--guide lines established for items sub-
Ject to capitalization--specianl use equipment as well as equipment
on hand, when accounting system put into effect July 1, 1950, under
financial control through asset accounts maointained in general ledger--
depreciation considered as an indirect cost for each division's
operations--quantitative control of equipment and stores had through
perpetual inventory cards.

Development and Intepgration of Cost Accounting with Appropriation
Accounting:

Intire operations of MNational Bureau of Standards placed on a
cost accounting basis using techniques common to industrial operations--
cost accounting integrated with pgeneral ledger--estimated project costs
basig for incurring oblipations, with operating divisions receiving lunp'
sun allotments fron working capital fund on basis of estimated costs--
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incurred cost, es disclosed by cost statemont, is the basis Tor
reinburscicut to working cenital fund ard for wevient and liquida ation
of obligjutions reflected in Tinancing appropriatlcns.

Tproved Control of leceivables and Collections Tneluding Billing:
Procediires:

Cash position of Vorking Capital ¥und, Office of the Sov?“t”VV
has been inproved througl provisicn Tor current Lillings to agencies
.recelving o crvlcgu-éﬁil“inj procedure mechanized and statement prepared
slinultancously v1tn‘dJutrlbutLon of accrued incone---Hational Bureasu
of Jtandards system affords pood control of receivables and collections
throush operations of worlidng capital fund which nust oblain reimbwrse-
nents for transactions on an acerual basis.

Improved and Siwplified Procedures for Controlling OUblipgations:

Effective July 1, 1951, administrative fund allotment accounts
of Civil Aeronautics AdaniofrabloL were substantially reduced in
number through making allotments on the basis of geopgraphic location
rather than to each of staff and program offices in Washinston and
regions --distribution accounts revised to provide for recording
administrative reservations in addition to cxpenditures, liquidations
and obligations and to further provide for carrying cumulative totalg--
allotument advices accompanied by "Basic Tiscal Programs" which
classily allotwents by orpganizations covered--construction fund
allotmernts for "Bstablishment of Air Navigation Tacilitied' now made
lump sum to each region-~d1at11buLLon accounts currently classify
congtruction fuuds by project pgroup and equipment funds by organiza-
tional unit---control of obligations can be excrcised at project
level in Mational Burcau of Standards throuph information supplied
to management in form of analysis of accrued expenses, value of
outstanding comnitments charpeable to projects, estimated cost of
project, and margin betveen estimaled cost and commitments and
acerued costs, all of which is obtalned mecharileally--punched card
conlrol of unliquidated oblipations permits fast aping of unliquidated
obligations.

Tmprovements in Agency Reporting Lo Serve Management UHeeds More Fully:

Reports prepared from the accounts for the UYorking Capital Mund,
Office of the Secretary, rellect accrued costs and accrued income
presenting to manapement Tor the First time inforwation for analyzing
operations of the fund---in the Civil Aeronauntics Administration the
decentralization of peneral ledper to regions or other major offices
has resulted in such component entities regularly preparing balanced
monthly veports for management use in the repions as well as Hashington
headquarters---under the new system of the Hational Bureau of Standards
management at different levels is supplied with information for
analysis of utilization, awmony other factors, of man pover, materials
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and financial resources--such information available readily on project
basis, organizetionally, by activities, object classiiication, accrual.
basis and obligation bhasis-~benefits Turniched to nanagement by new
systems were expressed by the Director of the Bureaun during 1952
hearings belorc House Appropriation Committee as follows:

"It has long been felt that the special problems of the
Burcau requircd an accounting system more in accordance vith
the practices of modern business management than had been
used in the past, * ¥ ¥ The new system 1s already proving its
worth in providing cxact information necessary for more
efTective management planning and control than was possible
under the old system.” '

Significant Twprovements in Orpganization and Staffing:

Reorpanization of the Accounting Division, Office of the
Secretary, resulted in higher production at less supervisory cost---
through realipgmment of functions in the National Bureau of Standards
the I"igcal Division was divorced from procuramnent, property account-
ability and warehousing activities, thus making possible better
internal control and placing the I"iscal Division in a position to
render closer supervision of the functions of budgeting and accowrting.

Simplification of Accounting Procedures, Reduction of Paper VWork and
Ilimination of Nepetitive Accounting Operations:

In National Bureau of Standards over one thousand allotment
accounts ellminated--posting work reduced considerably through
utilization of swmary postings mechanically obtained Trom tobulating
cards~-need for clerical, analytical work on expenditures for manage-
ment or budgetary needs ellminated due to ready avallability of such
information from tabulating cards---in the Patent Office simplifica-
tions in procedures involving recelvables, Tees and cash remittances,
and refunds to patrons have resulted in a savings of seven‘(7) man
years throughout the Patent Office topether with the elimination of
a conslderable number of rcepetitive accounting operations.

Decentralization of Accounting to Polnts of Delegated Operating and
Manapement Responsibilities:

ILiffective July 1, 1951, pgeneral accounting operations of Civil
Aeronautics Administration are being performed at Replonal Office
level--Tormerly a single general ledger system for entire agency was
maintained in Washington making it necessary for field offices to
send transactlon listings on a dally, weekly and monthly basis uas
the case might be, in addition to regular summary allotment ledger




transactions and balances--now, the decentralized procedure provides
Tor subrdssioun of wonthly trial balances drawn from the general ledgers
by regional or other wajor Tield offices tosether with certain
subsidiary accounting reports and svpporting statements---effeotive
July L, 1951, the accounting operations for the Mield Service of the
Bureau of TForeipgn and Domestic Cormcrce were decentralized from the
Accounting Division of the OfTice of Zecretary to the Chicaro

Service OfTice which carries on the accounting operations in
accordance with branch office tecliniques--also, has the responsibility
for preparation of official reports taken frow accounting records--
decentralization eliminated conslderable duplicnte recording and
provides management of the Field Service with nore complete accounting
information---during 1951, the Veather Bureau decentralized its official
accounting operations to its régions,'gghablishing a general ledger

in each region with control accounts in the central office similar to
branch office accounting ewployed in commercial practice.

Other Accounting Improvements:

An accounting system to record the operations of the Loan Guarantee
Program of the Department of Commerce wnder authority provided by the
Defense Production Act was installed in the Office of the Secretary---
effective January 1, 1951, the Burcau of Census modified its allotment
pattern, decreasing the nuuber of allotments through issuing allotments
to divisions at the appropriation limitation level--accounts now main-
tained et allotment level only with details by projects and sub-class
available from punched cards--divisions made responsible for obligations
under allotments received---in the course of establishing decentralized
general ledger procedure the Civil Aeronautics Administration has
commenced devising "Guides for Accounting Operations" to be placed
in the hands of all orpganizetions of the agency--a survey of the
accounting system and rc¢lated operations is nov in progress---the
Hational Bureau of Standards 1s in the process of analyzing, through
preparation of flow charts, operatlions and procedures presently
enployed in the accounting, operations--the charts will be the basis
of a cooperative study by the Bureau, the Office of the Secretary
and the Accounting Systems Division (GAO) to arrive at improvements---
a survey of the Patent Office was initiated in Aucust, 1951--factual
data has been completod and recommendations are presently being
formulated with the nepartment of Commerce stalf members for presenta-
tlon to management of the Patent Office in the near future.




DIPARTEILT OF DLEFLISGL

Synchronization of Accounting and Budgeting Classifications:

Follow-up of budget-accounting survey, wade in 1950, of entire
Department now in process--entire budpet of Arumy in process of change
to performance basis--new budget structure of Army consists of eight
basic appropriations with 1953 appropriations to be prepared and
presented on the basis of such structurc--during 1951 Military Sea
Transport Service, York Ordnance Plant, Philadelphia jlaval Shipyard,
and Navy I'icld Printing Plants of the Department of the Navy and the
Plcatinny Arsenal, Rocky Mountain Arsenal, and Clothing Manufacturing
Division, Philadelphia QM Depot of the Department of the Army, vere
converted to industrial fund financing--also, Clothing and Equipage
Stock fund established under Army Quartermaster Corps--establishment
of these working capital funds will result in budget requests reflect-
ing more nearly current year needs due to requirement that using
appropriations must pay the funds Tor all goods and services on
receipt or consumption basis--revislon of activity classifications
undervay in Army to conform to conversion of Army budget to perfermance
basis--beginning with fiscal year 1952 accounting processes of Army
will provide for appropriation accounting at Department of Army level,
project accounts at Army or Operating Agency level and detailed )
operating account reports at base or installation level--this concept
provides wore realistic disclosure of opevating costs for nanagement
needs and better basis for future budpget preparation.

Applicutlion and Utilization of Accrual Basls of'Accounting:

Psbablishment under industrial Munds of pllot commercial-type
accotnting systems in connection with typical conmercial and industrial
installations of Department of Defense, with contemplated expansion of
this type of accounting to all gimllar installations when the gystems
are perlected, constitutes major step forwvard in application of accrual
basis, an inherent featurc of the systems--similarly, extension of
stock Yunds expands use of asccerual basis in the accounting for materials
and suppliecs not only in accounting for these inventories but, also,
under appropriatlon accounting lor the use of the stocks.

Improvements in Property Accounting:

Bgtablishment of a clothing and equipape fund under jurisdiction
of Army Quartermaster Corps as of July 1, 1951, provides for first
time financial control of clothing and equipage items previously
under quantitative controls only--establishment and expansion of
stock funds will provide more effective quantitatlve and monetary
controls of materials inventories held under such funds--Department
of Defense has substantlially completed Regulation for Stock Tunds which
will serve as the puide in establishment and operation of such funds in
military departments and will enable attalnment of greater depgree of
uniformity in property control,
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Development and Integration of Cost Accounting with Appropriation
Accounting:

Army has commenced extensive revision of system of administrative
accounting for appropriations designed to integrate therewith all cost
accounting down to station level--study being given to full cost dis-
closure and accounting in connection with material consumed when procured
under appropriations of various [iscal years but used in other years--
requirement that requisitioning appropriations pay for all material
withdravn from stock funds and for all goods and services received from
industrial funds results in disclosure of costs in the appropriations.

Improved Control of Receilvables and Collections Including Billing
Procedures:

Settlement Officer procedure established throughout the Department
to simplify adjustments of accounts between military departments for
cross-disbursing and cross-servicing activities provides for single
payment at end of each month by settlement offlicer of each service to
other two services and malntenance of accounts for receivables and
payables until settlement is made by pertinent department--Army Signal
Corps, in cooperation with Office of Investigations (GAO) and
Accounting Systems Division (GAO), developing simplified procedure to
control allotments and payments for Class B telephone service and
billing and collection from users of service. 4

‘Improved and Simplified Procedures for Controlling Obligatlons:

Tentative approval has been glven to adaptation of management
fund techniques to simplify the accounting for single service procure-
ments--under this procedure the procuring agency undertakes and
accounts for all obligations and disbursements under the management
fund with subsequent reimbursements from requisitioning agency; the
requisitioning agency accounts for requisitions as commitments until
relmbursements are made.

Significant Improvements in Organization and Staffing:

Department of Army progressing in establishing Comptroller type
organization at all levels of operation--comptroller organizations
established at headquarters of all Army Areas and Overseas Commands,
at headquarters of several of Technical Services, and at nunber of
field activities with further extension to other services and field
activities contemplated--Air Force recently established Office of
Director of Accounting under Air Force Comptroller with cost, fiscal,
property, revolving fund, auxiliary systems, and accounting operations
divisions--concentration of these functions into single office con-
stitutes distinct improvement in Air Force comptrollership organization---
Department of the Army has undervay two tests (Fort Knox and Atlanta
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Reglonal Accounting Office) to establish an integrrated accounting
system under respective Comptrollers including all espects of fiscal,
property, budgetary and cost accounting, with objective of rendering
to manacoment officials timely and accurate reports of operations to
facilitate nore elfficiciit dischar e of their responsibilitics--Tort
Knoyw test confined to acecounting for activities at installation under
Post Coniptroller who is responsible to Commanding Officer of Post
vhercas at Atlanta test 1s under Army Area Comptroller and accounting
is being done on a service basis for a nunber of activities in Atlanta
area.

Siuplification of Accounting Procedures, Reduction of Paper Work and
Llimination of Repetitive Accounting Operations:

Accounting Systems Division (GAO) is working with Department of
Defense task force to draft remgulations aiming at simplification of
procurcnient procedures throughout the Department--wvorking pgroup is
outgrowth of task force cstablished by “Government Operations Sub- .
comnlttee of Housc Comnittee on Lxpenditures to consider simplification
of procurement processes throughout Goverrmment--House Reports 307 and
1224 approved by House Commnittee and ilmplementation now under way--
procedure approved by the Comptroller General wvhereby it will be
unnecessary for contractors under cost-plus-fixed fee contracts to
furnish duplicate supporting documents for submisslon with reinburse-
ment vouchers--contractor will act as apgent for Government in
retaining his records and underlying documents pertaining to contract
costs which are to be made available to GAO auditors during stipulated
period--procedure sliould result in savings due to eliminating prepara-
tion of duplicate invoices, payrolls, ete., and shipment thereof to
GAO--audit to be made at site of operations--project underway to
simplify Torms in connection with Air National Guard payrolls, using
listings to record all changes in status vhich affect an individual’'s
pay in lieu of several forms presently used which require typing from
eight to ten coples for each chance--procedure approved for Navy
Departuent, and for possible extension to other components of Defense
Department, eliminating requirement that vouchers covering expenditures
for continpgency transactions be certified and submitted individually--
in lieu thereof, certification of Secretary on schedule of such trans-
actions will be accepted as adequate for audit purposes and individual
vouchers need not be submitted--simplified procedure in accounting
for cash found among effects of deceased military personnel approved
by Comptroller General--under new procedures cash and other effects
will be accounted for together instead of separately, thus, eliminating
duplicate records--settlement officer procedure adopted throughout
Defense Department has resulted in reduction in paper wvork and recording
in the Treasury Department since only one account current is submitted
for each department--uniform civilian payroll procedure approved by the
Comptroller General for application to all activities of Department
should facilitate preparation of payrolls andsprovide the basis for
more efficient audit--Air Force has test installation for payment of
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resoervists based on maintenance of ludividual pay cards, as in preseut
militaryy puy system, on vhich oll pertinent information with respect

Lo service aud pay cabitlencut vould be recorded, thus, reducing

numbor of other sources of such data from vhich rolls nowr prepared--
tests wndervay in the Army covering Army allotment and niscellancous
cheelzing accounts of tlre $t. Louls Finance Office and in the Air I'orce
covering allotment accounts of the Denver Finance Center Disbwrsing
Of{ice, to determine feasibility of decentralizing reconciliation of
disbursing ofTicers' checking accounts from Gencral Accountlug Oifice
to Army Reslonal Accounting Office have been substantially completed--
evaluation of the test results is nov being mude~-mechanical prepara-
tion of schedules of disbursements and collections by regional account-
ing offices in lieu of manual preparation approved for all compounents
of Defense Department--since schedules will be prepared from punched
cards, wvhich are a by-product of administrative examination of accounts,
potential savings at disbursing officer level are large---simplilied
procedure Lor return of unused balances of working fund advances
provides for dlrect deposit of unused balances of annual appropriations
to the certified claims account, eliminating the former procedure of
return of such halances to the appropriation with subsequent clearance
to certified claims account--simplified procedures in connection with
sct~ofT of debts under Jurlsdiction of GAO approved--Department of the
Havy has proposed simplification in recording transactions involving
speclal deposits, surplus and condemned materials into one form.

Other Accounting Tmprovements:

Vork is in progress in the Department of the Army aimed at
improvement of the military pay system from the standpoint of pro-
viding better internal control and Tacilitating audit--procedures under
test are better suited to centralized examination by the Army and to
audit on a selective basis by GAO--~expansion of comprehensive on-
the-site audit program has made progress in the Department of Defense
with rive of the major industrial funds assipgned to that type of audit
--gdditional site audits in licu of central voucher audits are being
extended to industrial and stock fund activities vhere comprehensive
audits cannot now be accomplished due to lack of manpower--Air Force
has established a Finance Center at Denver, Colorado, to perform
functions formerly performed for Air Force by Army Finance Center at
St. Louis-~-strong internal controls and internal audlt stressed in
organizational structure--this development belng coordinated with
application of comprchensive audlt techniques to Department of Air
f'orce sub-dlvision audlt--GAO audit reports to be made to agency to
enable agency determination of specific areas requiring attention--new
reports to be in addltion to repular exceptions to individual transe
actions--the settlement of{icer procedure, established as of July 1,
1950, was further improved--all charges and credits to the apgency
appropriations are reconciled with the General Ledger accounts
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maiatained in the departments and accounts cwrent arve submitbed
moithly to the Treasury Department for use in econncction with the
maintenance of central appropriation and fund accounts--these accounts
current are in licu of Traunsfer and counter warrants previously sub-
mitted--vork was commenced within the several agencies to establish
revised procedurc to bring about agreancit between their settlement
officers' accounts and internal appropriation and fund accounts main-
talned throughout the agencies.
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DIPARTHELT OF ThL THTLRIOR

Synchronization of Accounting and Budgeting Classilications:

On the basis of the greatly lmproved and simplificd appropriation
structures and activity classifications developed lor the various bureaus
in the preceding vear through the cooperative efforits of the Departumental
staflf, Accounting Dystems Division (GAO), Burcan of the Budget, and
Congressional appropriation. committees, substantial progress tovard full
Interration of accownting with programming and budget classiticatlions
has been made during the past year in the following QSQHLLCS of the
Depaartment:  Office of Territoriles, including the Alaska Road Commission,
Trust Territories, Mmerican Samoa and Cuam; Southeastern Pover Adwinis
tration; Southwestern Power Adminisgtration; Burean ol Indian Allairs;
Burcau of Land Hanagement; Burcau of lines and Dureau ol Neclamabion.

Application and Utilization of Accrual Basis of Accounting.

The acerual basls of accounting is an inherent feature of all
accounting systeans of the Department involving counstruction activities
and business—type operations--~agencies presently operating on the
accrual basis include the Office of the Secretary (Working Capital Fund),
Office of Territories (Virgin Islands Corporation, Alaslka Railroad and
Puerto Rico Reconstruction Administration), Bonneville Power Adminis-
tration, and Bureau of Reclamatlon---in &GdltLOD, the accrual basis
of acc accounting is to be ubtillzed in the accounting systems now in
process of deovelopment in the Office of Territories (AJWULJ¥§Q“Q
Commlssion, Trust Territories, American Samoa, and Guam), southeastern
Power Admlnl stration, uOHLhUC”LLLU Powver Administration, Burcau of
Indien AfTairs, Bureauw of Land Managcoment, Burcau of Mines, and Bureau
of Reclamation---in all the above cases classilication of accounts
for programs and activities have been developed which are consistent
and uniform for budgeting, accounting and reporting.

Twprovements in Property Accounting:

A comprehensive manual of principles, standards and minimum account-
ing requirements for property control has beenn developed and issued by
the Division of Property Management, Office of the Secretary for guidance
of agencies under the Department in the development of their property
accounting procedures--manual covers both financial and physical
control of property--in the development of accounting systems in the
agencies, these accounting procedures have been lmplemented with detailed
procedures to fit the particular need of the various agencies—--this
work has been completed in the Bureau of Reclamation, the Southwestern
Pover Administration and the Southcastern Pover Administration---
developmental vork 1s being carried on in the following bureaus,

Burcau of Land Management, Bureau of Indian Affairs, Bureau of Mincs,
Alaska Road Commission, and other Divisions in the Office ol Territories.
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Development and Intezration of Cost Accounting with Appropriation Accounting:

In all agencies of the Department for which accounting systems have
been decveloped or are in process of developuent, cost accounting and
appropriation accounting are integrated to provide detail information
under the various budgetary classifications for activities, cost in-
formation for construction and expense classifications, and minimum
requirements for appropriation control, and reconciliation of appropria-
tions with costs.

Other Improvements in Proprietary Accounting or Better Integration between
Proprietary and Approprlatlon Accounting:

Federal Power Commission requirements for plant in service, expense
and revenue classifications included in accounting systems and related
procedures being developed for Southwestern Power Administration, South-
eastern Pover Administration and Bureau of Indian AfTairs---classifica-
tions commensurate with Federal Power Commission requirements also
being developed for irrigation activities of Bureau of Indian Affairg---
recommendations of American Association of Highway Officials for uniform
cost and property accounting developed as an integral part of accounting
system for Alaska Road Commission.

Improvements in Agency R@porting to Serve Management Needs More Fully:

Departmental plocedurcs for ob ervance by all bureaus and offices
require a quarterly report of status of activities by appropriationg--.
in addition monthly financlel statements are belng developed in
connection with revisions of accounting systems to reveal progress of
authorized programs, financial condition, operating results and status
of activities by appropriations.

Significant Improvements in Organization and Staffing:

Organizational and personnel changes made in Southwestern powver
Administration to relocate accounting functions being performed in
branches other than budget and finance---all accounting functions,
including cost aecounting, formerly performed by Lingineering Branch
of Alaska Road Commission consolidated under Finance Branch together
with necessary transfer of staff.

Simplification of Accounting Procedures, Reduction of Paper Work and
Elimination of Repetitive Accounting Operations:

In all agencies vhere administrative examination of accounts has
 been decentralized and on-site audit procedures have been installed
material savings have resulted through the use of the Voucher and Schedule
of Payment and elimination of the preparation of public vouchers where
properly certified invoices are received from vendors---for example,
Burcau of Land Management reports the elimination of the preparation




of' appro:imately 50,000 vouchers out of an approximute total of 80,000
vouchers on an chnnval basis---as resull of revision and decentralization
of accounting functions, Burcaun of Reclamation reports that cost of
operating the finance activity has becen rcduced by approximately one-
third in the Vashington office and the seven regional offices--substantial
savings also made at several project and district offlices---Lor exunple,
Sucramento Regional Office accounting staff was reduced from a total of
LY positions to 24 positions---similar savings elso indicated in Dureau
of ILand Munagement where Washington office accounting statf hus been
reduced from a total of 35 positions to 17 positions with staff in-
creases on an average ol one position in cach of six regional offices,
resulting in a net savings of 12 positions. '

Other Accounting Improvements:

ThQ‘Department has undertaken the establishment of an internal
audit program for each bureau and office which is proposed to become
effective July 1, 1952.
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DEPARTIDATT OF JUCTICE

Synchronization of Accounting and Budgeting Classifications:

Thé budget presentation of the Inmigration and Notwralilzation
Service for 1951 was changed to couform with the concept of reporting
Cexpenditures by activities on a performance basls according to an
activity schedule approved by the House Appropriations Committee--
activity schedule now consists of eight classifications reflecting
major operational functions of Immigration and Naturalization Service--
performance reporting system, covering detall operating procedure for
classification and accumulation of obligations and expenditures by
activities put into effect throughout Immigration and Naturalization
Service as of Septenber 16, 1951.

Improvements in Property Accounting:

A neyw procedure for stockroom inventory accountiug is being tested
in central office of Immigration and Naturalization Service with plans -
to develop financial control of inventory and to extend property
accounting to the districts.

Improved Control of Recelvables and Collections Including Billing
Procedures:

Procedures have been put into effect in the Administrative
Division (vhich maintains accounts and records for legal activities
and general administration of the Department) for taking into the ac-
counts estimated reimbursements and for recording as accounts recelvable
all bills issued--adequate controls maintained over outstanding bllls
and collectlons---billing and collecting affecting the accounts of U, H,
Marshale decentralized to the ninety-four Judicial Districts, thus
p]acinp r the accounting function at point of origin of the transaection.

Signiflcant Improvements in Organization and Stallfing:

Plaeal activities of the central office of Immigration and Natural-
ization Service were reorpanized in April 1951 to provide an Oifice of
the Chief, Ineluding staff, together with three sections, Accounting,
Receipts, and Settlement, instead of an organlzation of ten units and
gub-units., ;

Simplification of Aceounting Procedures, Reduction of Paper Uork and
Flimination of Repetitive Accountlng Operntions.

Pursuant to departmental auvthorization the Bureau of Prilsons has
directed iInstitutions adminlatered by it to discontinue forwarding
varlous collection and disbursement documents, monthly trial balances, .
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allotment advices, ete., to the Department, thus climinating duplication
of uccounts and rccords maintained at the depurtmental level and at each
Institution---consolidation of two puyroll units uaintalned in the
Accounts Branch of the Administrative Division has eliminated one
canplete set of payroll documents and files---the instullation in
twenty-seven Judicial districts during 1951 of the completely revised
system of accounting and related procedures for use by U. 5. Marshals
brings to substunticl coupletion this installation work which was
‘initiated in October 19h9--92 out of Y4 judiclal dlstricts are now
operating under the new system with special studies underwuy in the
remaliuing districts, the District of Columbia and Cunal Zone, to deter-
mine what modificuations will be necessury in the prescribed system to
fit the peculiar needs of these districts--the new procedure renders
obsolete thirty-rive speciul forms and reduces paper work by approxi-
mately 75%.
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POST OFFICE DEPARTMELT

Synchronization of Accounting and Budgeting Classifications:

gimplification for fiscal year 1951 of the appropriation struc-
ture of the Department to provide for four (4) appropriations instead
of fifty-eight (58) appropriations has made possible the development
of new allotment classifications and allotment procedures which were
placed in effect July 1, 1951, resulting in a reduction of about 50%
in the aumber of allotment accounts--for fiscal year 1951 the Depart-
ment's budget presented on an activity basis for the first time with
activity schedules conforming closely to organizational structure--
new chart of expense classificatlons allotment accounts developed to
reflect budgel activity and object classifications.

Improvements in Property Accounting:

Personal property of all classes is under quantitative control .
at all levels~-Departmental study being made with view to simpliftying
and standardizing property control records and procedures--means of
simplifying the accountabllity audit of stocks of printed or engraved
paper, with potential value far in excess of costs of manufacture,
through the use of machine or other comparisons of interlocking
accountability reports being explored.

Development and Integration of (Cost Accounting with Appropriation
Accounting:

Cost ascertainmment system, based upon tests carried out at
selected post offices for one week in each quarter of the year, is
utilized to develop costs of handling the several classes of mail
end of performing special services with the results of tests applied
to dncome and expenses of entire postal establishment--expense
allocated to broad expenditure classifications when incurred and
distributed on the basis of cost ascertainment--method of distributing
expenses is under continuous reviliew for improvement in procedures
and sampling techniques. '

Other [mprovements in Proprietary Accounting or Better Integration
betveen Proprietary and Appropriation Accounting;

Anvuggressive program 15 undervay to eliminate or consolidate
vhere possible the several sets of accountabllity records now main-
tained and reported upon by postmasters.

Improved and Simplified Procedures Tfor Controlling Obligations:

Regulations issued by the Postmaster General, as required by
Section 1211 of the General Appropriation Act of 1951 has strength-
ened control over obligations and expenditures--particularly through
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revision of the method of moking allowances to postmasters--in

order to further reduce the number of allowances made to some post-
masters there is under consideration the granting of allowances
covering a group of expenses within an allotment rather than numerous
specific allowances covering individual items of cxpense.

Improvements in Agency chorting to Serve Management Needs More Fully:

Consideration bclng given to the integration of rclated statis-
tical and financiol information in accounts and reports where signi-
ficant and practicable--use of latest madhines available to assist
in rapid summarization of information into accounting and management
reports belng actively considered--monthly reports and trial balance
under new money order system are designed to measure volume of
“transactions and operation of certain accounts and, also, to give
~an indication of the quality of accounting and. auditlng being done
by regional accountlng offices.

“Methods and Procedures idapted for Tying in Agency Accountlng with
Tredsury Accounting 4nd Lcntral Reporting:

Consxderation 1s belng given to tying in the Ffinancial operations
of the Post Offlce Department with central accounts in the Treasury
Department through a system of financial reporting in lieu of warrant
procedures used in the puast whereby receipts and expenditures thereof
against approprlaLions are taken into the accounts of the Treasury--
“procedures were worked out with Tr reasury and Interior Departments to

simplify the accounting and payment for the sale by post offices of
migratory bird hunting stamps, internal revenuc documentary stamps

end public debt savingo stamps--perlodic settlements are now made »
by the Post Office Department centrally with the Interilor and Treasury
‘Departments instead of having postmuasters all over the country
depositing proceeds of stump suales currently to special accountg--
over 8,000 certificates of dcposit a year are eliminated as well

as accomplishing simplification of the related accounting of the Post
Office Department--tie-in of money ovder system with Treasury central
accounting is accomplished through arrangements whereby Federal
Reserve Bunks charge money order account with daily totals of money
order clearances by means of deblit voucher, copy of which is furnished
the Treusury Department and used to setile the account--money orders
recelved by each regional office of Post Office Department recon-
“elled with debit voucher from Pederal Reserve Bank and total clear-
" ances by each reglonal accownting offlce reconclled with charges
by Treasury Department each month.

Significant Improvements in Organization and ytoffing:

Incidental to the transfer of accounting functions from the

- @General Accounting Offilce to the Post Office Department, pursuant .
~to Post Office Depurtment Financial Control Act of 1950, the Depart-
- ment developed o new orgunization to carry on accounting activitieg-=

¢




twelve reglonul wccounting offices of Bureau of .ccounts uctivated
July 1, 1951, to assume wccouwnting and cudlting functions on new
money order system vhich went into elffect that date--most of central
accountilg operations performed aut .isheville, liorth Carolina, decen-
tralized Janvary 1, 1952, to twelve regionnl accounting offices with
balance of operations trunsferred to wushington except for remaining
portion of andit of vld paper money orders and certain work covering
other accounts to be completed in sheville.

Simplificqtion of .\ccounting Procedures, Reduction of Paper Work
und‘Elimination ol Repctlitive Accouuting Operuations:

New. punch card money order replaces puper money order and a punch
card formerly used in auditing procedurcs resulting in saving of over
- 300 million forms--listinge ol lssued money orders and paid money

orders, [ormerly plhpdrcd on u manual basis by first class post-
masters, have ueenAcJLm¢nuLed saving over o mlllion legsl sized
sheets on which mouey orders were listed ut 300 itcms to sheet--
‘bused on september ! le data, the prcpurqtlon, handling and reconcilila-
'tlon of over 900,000. checlka .o yeur swved through reductlon in number
ol' checkas dluwn Ly, pog o ters in LHSHJHL money orders--although the
-new money order sysLLmihas not been in operation a sufficient length
of time to uccurutely csttmuto suvlngs occurring thereunder, tanglble:
savings in manpowcr reported s fur include elimination of 700
posit;onu in seven clecbricol gecounting units--additionul manpower
savingo unticlpqhed due to fuct individual post offices now handle
less than 10% of pald moncy orderns with other 9O being sent through
Federal Reserve gyotem direetly to replonal accounting offlces--
agssumption of functlons formerly pérlomed by General Accountlng
Off'ice hus mude posslble climination of ecertuln duplications in ac=
. ecounting operations-~fomis ander constant review to reduce paper work
‘uid slmplity prepuration thereol--subjecting pPost Office Depurtment
operatlons to comprehensilve, comercinl-type nudit by Generul
Accounting Office will muke possible consideruble simplifications

In documentution ol transucllons and handling of paper work--revised
procedurcs coveriny scltlement ol wsecounts vith Depurtment of
Interior, Burcou of Internal Revenue und Bureuu of the Public Debt
covering sale of migrutory bilrd hnntinu sltampn, lnternal revenue
~documentury stumps und U. $. Sovings Stanps, respeetively, will
celiminote wupproxlnutely O, 000 CULLLllLuLUU ol' deposlt per year with
commenpurate savinse in 7hu recording wand reconciliation thercof at
several stoges in the wccounting for auch deposlits as well as 35,000
~dally financial stutementu per ycur in postolflces-~utillzatlon of
mechanized procedures for proving Pedernl Reserve Bank clearances
and for audlting postmusters' money order uwccounts has resulted in.
bruutur gpeed In operatlong und consolidutlon of several operatlons
previously performed into one operation,




DEPARTMENT OF STATH

Synchronization of Accounting and Budgeting Classifications:

Allotment pattern in Department of State revised to provide for
the use of allotments for fund control only with accounting dats being
accumulated through a set of related activity accounts--although still
necessary to resort to distributions, to some extent, in developing
data for the budget fram the accounting classification presently in
effect, the change provides the basis for further developuent leading
toward closer integration of accounting and budgeting clussifications---
in connection with the development and installation of the new account=
ing system for the International Boundary and Water Commission consider=-
ation is being given to recommendations for the consolidation of the
appropriation for emergency flood control with Commission'!s regular
construction appropriatlion and the establishment of separate appropria-
tion for administrative expenses in order to scgregate overall super-
visory costs and expenses incildent to dinternational functions Irom
expenses allocable to constructlon projects---the revised accounting
system for the Commission provides adequate accounting support for
"budget estimates and uniformity in budgeting and accounting practices
at each level of operation--all estlmates and records of costs will
be prepared and presented through a series of forms utilized for
programming, estimating, reporting and accounting, representing
successive steps in developing activity estlmates for a construction
project beginning with basic quantity and cost estimates and carrying
through revisions to reflect current conditions, projecting long
range plans for construction and actual formulation of budget estimates.

Application and Utllization of Accrual Busls of Accounting:

Revised accounting system of International Boundary and Watexr
Commission provides for accounting for expenditures on accrual basils
with expenditures belng recorded in allotment accounts when work or
services are performed or materials and property received regardless
of whether vouchers for such items are paid.

Improvements in Property Accounting:

System for International Boundary and VWater Commiseslon conbem-
plates both financial and quantitative control over property.

-Development and Integration of Appropriation and Cost Accounting:

A system of budgetary control will be iIntegrated with the General
Ledger accounts of the Internatlonal Boundary and Water Commiesion by
the use of sub-accounts and special accounting procedures,
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Tuproved Control of Receivables and Colieciions Including Billing
Proceduz&gi

The Department has ploced in effect procedure for control of
estimated reimbursements, znd accounts receivable under agreements with
other Government agencies--accounts receivable section set up in
Division of Finance as first step in development of improved control
over all recelvables of the Department.

Improved and 3implified Procedures for Controlling QObligations:

Decentralization of allotment accounts by Dcpartment of State to
operating oifices, accomplished in July 1951, not only eliminated the
need for numerous memorandum records but provides the basis for more
effective control over obligations--revised procedures for control of
travel obligations instituted.

'improvements in Agency Reporting to Serve Management Needs More Fully:

Revised procedures provide for the first time a means of developing
reports on a geographic busis for use of Regional Bureaus of the Depart-
ment of State in more effective management of funds under their control
---the new system of International Boundary and Water Commission is
“designed to provide cost ond other financial informatlon essential
to proper control over and understanding of operations by management
- of the Comnission-~uniformity in the recording of financial trans-
actions provided by the Commission's new system facilitates analysils
of information for comparative accounting periods.

Significant Improvements in Organizoation and Staffing:

Transfer of employees to the Reglional Bureaus and other operating
offices in connection with decentralization of allotment accounting of
Department of State---establishment of new Accounts Receivable Section
in Division of Finance---consolidation of Forelgn Accounts Current
Audit Section with Supervision and Review Section in order to more
effectively coordinate work of these sections with audit performed in
the Department by General Accounting Office---plans being developed
for establishment of internal audit staff in Department of State.

Simplification of Accounting Procedures, Reduction of Pdper Work and
Llimination of Repetitive Accounting Operations:

Preparation and processing of approximately 500,000 carbon copies
of' checks, drawn by Foreign Service disbursing officers each year and
required to be forwarded air mail to lashington at least once a week,
saved by revised procedurec for recording Foreign Service disbursing
officers? transactions in accounts of the Treasury Department, Division




of Disbursenent and in State Depurtment, Division of Finance---institu-
tion of on-site audit by General Accounting Office in Department of
State provides not only more effective operztion and: pronpt settlement
of accounts but has also eliminated the need for 300,000 copies of
vouchers and other papers in support of administrative office copiles

of accounts current prepared and transmitted to Washington annually.
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TREASURY DEPARTMENT

Synchronization of Accounting and Budgeting Classifications:

Each bureau has, with departmental guidance, been giving careful
consideration to the improvement of its appropriation structure and
achieving more realistic activity classifications for its budget pre-
sentation--a number of changes have been made over the past several
years---activity schedules developed for performance budgeting in
Bureau of Customs parallels the Bureau's basic organization pattern
thereby simplifying development of costs by reducing to minimum the
necessity of proration and distribution--work measurement indices being
developed for use in budget development and pesentation will provide
basis for extension and improvement of activity schedules---pursuant to
Public Law 656, approved August 4, 1950, Bureau of Engraving and Printing
Fund established effective July 1, 1951, with capitalization on the basis
of an initiel appropriation by Congress and all assets in custody of
the Bureau exclusive of buildings occupied, lands and balances of
unexpended appropriations--financing on basis of annual appropriations
no longer required except for possible working capital additions,
thus simplifying appropriation pattern--single activity classifica-
tion required now in lieu of separate activity classifications formerly
included in annual budget presentation to reflect charges relating to
direct appropriation work and work performed on a reimbursable basis-~
integrated system of accounting installed in the Bureau provides for
supplying, on the basis of accounting results, data for the annual
budget ---Bureau of the Mint, operating solely on its own initiative
within the framework of the broad principles, standards and
objectives of the Joint Program, has developed and installed a general
accounting system which provides for submission of "accrued cost"
budget for which data 1s derived directly from accounting records
based upon classifications that can be appropriately synchronized with
budget activities--accrued costs reconciled in total with obligations
on "green sheet" presentation--detail of reconciliation, which can be
proved agalnst official accounting records of Bureau of Mint, presented
in budget Justification on basis of formula---the new accounting system
of the United States Coast Guard, approved formally by the Comptroller
General of the United States on December 29, 1951, and, from which,
this year, the first comprehensive financial report was prepared as.
of September 30, 1951, provides for integration of the accrual basis
of accounting with budgetary processes in terms of control over
obligations, budgetary and accounting classifications, and the ‘develop-
ment of classified costs reconciled with the obligation basis,
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Application and Utilization of Accrﬂal Basis of Accounting:

During 1951 installation of an administrative accounting system on
the acerunl basis for the Division of Disbursement, Burcau of Accounts,
was accomplished--likewise, accrual methods applicd to sularies and
expense appropriation of Bureau of Accounts---accrual principles of
accounting incorporated in the integrated system of accounting installed
in the Bureau of Lngraving and Printing, including recognition in costs
of material when used, recording of puyables when liabilities are
incurred and of receivables when deliveries are made, costs of charges
for leave at time earned ruther than when taken, and recognition of
depreciation as an element of cost--accrual accounting as utilized in
the Bureau of the Mint provides a reallstic determination of the
manufacturing type operations conducted by the Mint since costs are
determined upon the basig of actuanl application of resources rather than
upon basis of orders or contracts--appropriate distinction made between
capital and operating outlays--inventories taken up'when asscts
acquired and applied as. costs when used--full consideration given to
changes in value of work-ineprOCess inventories--annual leave charged
as cost when earned and carried as liability until paid---United States
Coast Guard utilizes acerual basis of accounting as a means of developing
to an appropriate degree the actual costs of all functions and activities
in terms of goods and gservices actually received and applied to such
purposes. ‘

Improvements in Property Accounting:

Accounting system being developed. in Dureau of Customs provides for
present property (quantitative) control records to be placed under finan-
cial control---under the accrual accounting system of the Bureau of
Ingraving and Printing financiol and quantitative perpetual inventory
records maintuined over all stores by Materlals Management Division
and controls reflected in the general accounts maintained in Office of
Budget and Accounts--in fiscal yeuar 1951 inventory taken of all plant
machinery and equilpment, motor vehicles, office machines, furniture
end fixtures with costs, for the most part, obtalned from available
records~-all fixed assets revalued and capitalized based on theilr present
values-~card record established for equipment showing identification,
description of fixed asset, present value and period over which it is
to be depreciated--value of property recorded in general ledger to be
included in periodic financianl statements prepared by Office of Budget
and Accounts---Bureau of Mint huas control of all inventories, including
fixed assets, whlch are capltulized--subsidiary ledgers maintained for
Iixed assets (except land and buildings) by items which provide for
ldentification and valuation--rigid control of stores inventoriles
meintained--stores items ws well as equipment recorded as assets (and
payables) when received and issued only on properly executed requisitionsew
controlling accounts for wesets carried on current basis in gencral
ledger--stores, when issued, are charged to in-process cost accounts
identifluble on requisitilons by job order numbers---stores inventories
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of United States Coast Guard under substantial accounting control and
taken into costs as used--all property, including land, structures,
and equipment of Coast Guard Yard Fund under accounting control

with I'ixed asset values and depreclation rates determined and re-
corded in accounts.

Development and Integration of Cost Accounting with Agpropriation
Accounting: .

Under the comprehensive plan of accounting and internal control
developed for consilderation of the Bureau of Customs costs could be
developed under general ledger control by appropriation without re-
course to allotment procedures---expenses rellected in the objective
accounts of the pgeneral ledger of Bureau of Ingraving and Printing
represent operating costs and are distributed through productive cost
centers to the products processed, resulting ultimately in unit cost
rates--work in process and finished goods inventories valued at unit
cost rates and reflected in general accounts and on financial state-
ments prepared therefrom---the comprehensive cost accounting system
of the Bureau of the Mint is now completely tied in to the general
accounting system--cost system provides management with valuable data
as to performance of labor and plant, including information which
- permits detailed analysis of unit costs by plants as whole and by
subdivisions within each plant--system also permits cost comparisons
of various functions as between plants and as between different
accounting periods in same plant--as a by-product, complete informa-
tion for performance typce budpget presented on an accrued cost basis
is provided by the cost system--the providing of reliable data for
making of advance estimates on proposed reimbursable jobs and effec-
tive costing of these jobs as they progress throubh the plant are
inherent features of the cost system.

Improved Control of Receivables and Collectlons Including Billing
-Procedures:

Recelvables of the Burcau of Customs are to be established on the
books from repgisters maintained independent of and as a means of pro-
viding accountablility over collecting officers---under revised billing
procedure of Bureau of Engraving and Printing daily deliveries are
covered by separate invoilces showing amounts charged and monthly
statements furnished to each customer of the Bureau summarizing total
charges for the month--this method provides improved control over
amounts due Bureau, climinates peak workloads at close of each month
and results in more prompt relmburscments for work delivered.

Improved and Simplified Procedures for Controlling Oblipations:

Under the Bureuﬁ of Ingraving and Printing IMund the Bureau of the
Budget has waived requirement that quarterly apportiomments be
established over expenditures--maintenance of allotment ledgers to




cantrol obligations incurred discontinued--controls are established

to preclude incurrence of excessive commitments--oblipations and
expenditures contemplated by the financial plamning of manapgement,

~ based on work program, arc translated irto quarterly allotments by
Budget Officer subject to review of Chief, Office of Budget and Accounts
and approval of Director---maintenance of compreliensive cost accounts on
accrual basis in Bureau of the Mint has permitted the elimination of
detailed allotment accounting--allotment ledger simplified to maximum
extent possible to provide control over obligation of appropriated funds
according to major object classes only--necessity for extensive and
detailed sub-allotument classifications beyond those required for break-
down of oblipations for budget purposes eliminated.

Improvements in Agency Reporting to Serve Management Needs More Fully:

The accounting procedure developed during fiscal-year 1951 for
Bureau of Engraving and Printing provides for cost and financial
statements to be prepured‘monthly~~cost statements to be furnished
superintendents of divisions for comparison of current actual costs with
both budget estimates and previous costs--management to be provided
currently with financial statements showing {inancial condition of
Bureau of Engraving and Printing Fund, net results of operation of
the fund, and with cost data showing whether actual costs are more
or less than estimated billing prices furnished the various agencies on
the wost recent billing prices---commercial type financial statements,
reflecting results of operations and financial status, including balance
sheets, statement of income and expenses and sources and application of
funds are products of the Bureau of the Mint accounting system--through
decentralization of accounting work to sites of field operations branch
office techniques of comprehensive accounting at bases of operation are
afforded with sufficient accounting data for overall management and
reporting purposes being provided to the Director's O0ffice in Washington
through analysis and consolidation of routine statements drawn, without
additional work, from accounts maintained at field office level--the
United States Coast Guard has produced its first comprehensive
financial report from its new system--the report is a graphic example
~of what can be done to make accounting a nmeans of providing informa-
tion needed for manapgement as well as providing full disclosure of
operations conducted with public funds--included in the report are
financial statements showing cost-of -performance of some twelve hundred
Coust Guard units--statemont of [inancial condition covering assets,
liabilities and capital except those applying to Coast Guard Supply
Fund and Coust Guard Yard fund--additional statements showing
operating costs by classes and subbeads--other financial statements
covering Coast Guard Supply Mund, which furnishes working capital
to finance Luventories of supplies and their issuance on a reim-
bursable basis to Coast Guard activities, include statements showing
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turnover of inventories durdng three month perlod ended september 30,
1951--21n0 precented are statements coverdn; the status of appropriation
accounts--rate of expenditurcs in relation to total appropriation--
wlinuidated obligations and Tree balances of appropriationsg--status

of allotments Ly subhead including ratio of expeuditures and unliquidated
obligations to curreut ycar «llotments--the repourt also contuins
financlal stotements pertaining to Coast Guard Yard und established

~to provide working cepitel for industrial activities of the Yard--these
statements show the financial condition of the Fund at sSeptember 30, 1951,
~the results of operution for thrce month period ended peptember 30, 1951,
and include a statement of source and applicution of funds to show how
funds were derived and upplied to industrial operations during the three
months. :

Significant Tuprovements in Organlzation and Staffing:

Reorganization of the fiscal operations of the Bureau of lingraving
and Printing has resulted in function of pre-examination of' vouchers
belng transferred from Materials Management Division to General Accounts
Unit, Office of Budget and Accounts, in order to provide more effective
internal control--maintenance of perpetual inventory records of supplles
and materials transferred from Office of Budget and Accounts to Materials
Management Divisiou in order to eliminate duplication of record keeping
and to facilitate operations within the Materials Management Division--
Accounting Division abolished and new Office of Budget and Accounts
estoblished with three new scctions, namely, Budget Section, Accounts
Section and Internal Audit Section~-establishment of internal audit
represents a new function in the Bureau wilth responsgibility of auditing
all financial transactions, procedures and practices and for making
special audits of operations as may be requested by management.--account-
ing and budgeting in the Burecau of Mint combined under general dilrection
of Chilef Accountant with responsibility for exercising technical control
over all budget and accounting procedures of the Mint---the United States
Coast Guard, through establishment of Office of Comptroller and related
internal rcorganizations, has provided for continued developmeiit,
supervision, utilization and coordination of accounting with all phased
of financial administration--provisgion made for development of internal
audit not only as an important adjunct of management control but also
a8 an effective bapis for comprchensilve audit by the (Jeneral Accounting
office,

Sinplification of Accounting Procedures, Reduction of Paper Work and
flimination of Repetitive Accounting Operations;

Extension of site audit during the calendar year 1951 to Office of
the Treasurer has eliminated preparation and submission of monthly
accounts current by the Treasurer together with transmission of various
supporting vouchers, schedules and other documents--sepavate account
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current ledger previously maintained for purpose of preparing account
current also eliminated--installation of voucher schedule procedure

has made substantlal savings in preparation of individual vouchers---
‘examples of simplifications under revolving fund method of financing

in the Bureau of IEngraving and Printing include: discontinued main-
tenance in Cost Accounts Unit of records of daily production and

hours worked through utilization of monthly data furnished by produc- .
tion units--gimplified cost procedures through extensive use of
weighted distribution ratios--establishment of cost records by products
on current basis to determine necessary changes in billing prices--
provision for development of shop costs by work projects on current
bagis to cbviate necessity for detailed analyses--elimination of
budgetary accounts and allotment ledgers--conversion from inspection
to receipt bhasis for maintenance of perpetual inventory records of raw
material stores--adoption of voucher schedule form in disbursement
operations and merger of all Treasury cash accounts into single account--
establishment of agent cashier imprest fund to simplify purchasing--
rearrangement of payrolls by cost centers eliminated payroll anulyses
made Tor cost purposes.

Other Accounting Improvements:

Ixtension of comprchenulve on-the-site audit by the General
Accounting Office to the Bureau of Ingraving and Printing has permitted
simplilications by elimination of preparation and processing of extra
coples of vouchers, contracts, payrolls and other documents, the
discontinuance of preparation of vouchers (8.F. 1034) by use of
certified vendors' invoices, and use of voucher and schedule of pay-
ments for scheduling vouchcrs for payment by Treasury Disbursing
Officer---through decentralization of accounting of Bureau of the Mint
to sites of field operations, costs, appropriated funds and all assets
and liabilities are countrolled within framework of a complete general
ledger at each field office-~-general accounting procedures have been
formalized through development and issue of an accounting manual to
all administrative and fiscal departmental and f'ield personnel--account-
ing procedures are kept current through issuance, as necessary, of
nunerical "Mint Accounting Procedures Letters"--comprehensive review
of bullion and monetary accounting underway for purpose of eliminating
any duplicate or cumbersome procedures or practices--considerable
progress made including development of preliminary "Bullion Accounting
Nlanuﬂ;l M ) ;
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ATOMIC ENERGY COMMISSION

Synchronization of Accounting and Budgeting Classifications:

Beginning with fiscel year 1950 the cost-based performance type
of budget was adopted and subsequent budgets for 1951 and 1952
presented under that concept with costs reconciled to obligations--
new activity classifications in use since 1950 provide for seven
programs under both "operations" and "plant and equipment"»—operating
expenses at each Atomic Energy Commission location classified by
program, sub-program and actlvity, and total obligations shown by
obJject--construction costs classified by program, project and unit
of property.

Application and Utilization of Accrual Basis of Accounting:

Accrual basis has been followed by Atomic Energy Commission and
its integrated contractors for more than three years, including
provision for accruing annual leave when earned--monthly cost state-
“ments prepared for use of management in which acecrued costs for month
and year to date are compared with budget.

Improvements in Property Accounting:

Both stores ( 579,500,000 at June 30, 1951, exclusive of construc-
tion materials) and fixed assets ($2,500,000,000 gross, at cost, as of
June 30, 1951) are under financial control——additions and retirements
to fixed assets carried in work orders or equivalent until completed
and then transferred to plant accounts--inventories accounted for on
perpetual inventory basis with physical counts made at least once a
year with lnventory records adjusted for differences--fixed assets
accounted for by detail records according to property unit or group
method--items costing less than $50 usually not capitalized.

Development and Intepration of Cost Accounting with Appropriation
Accounting:

Atomic Energy Commission and its integrated contractors (now
about 60 in number) have employed cost accounting on extensive scale
since inauguration of industrial-type accounting system on July 1,
1948--cost system generally integrated under general ledger control
and reconciled to total obligations--costs of manufacturing operations
well developed--system now under development to distribute depreciation
to individual cost accounts and include in unit costs but to be ‘
eliminated or disregarded for budpet purposes--this permits realization
of all advantages of depreciation accounting without interference with
obligation basis used in appropriation accounting.
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 Inproved and Siwmplified Procedures for Controlling Obligations:

The VWashington Office and majority of field offices are using
variations of inventory method of determining obligations incurred
each month in lieu of allotment ledger control--change in most cases
permitted elimination of one set of obligating documents.

‘Impr0vemepts‘in’Agency Reporting to Serve Management Needs More Fully:

Internal financial reporting has been improved immeasurably by
introduction of monthly reports which compared actual costs incurred
(on the accrual basis) with the budget--operating statements accompanied
by balance sheets and supporting schedules--series of construction cost
statements also intrnduced which are prepared through consolidation by
each AEC accounting office of underlying data supplied by the integrated
contractors and 1ts own accountants--commercial-type statements for the
Commission and its contractors as a whole, condensed for security
reasons, were first published in the Commisslons semi-annual report
of July lQSl--preparation of monthly highlight financial report,
including a balance sheet and operating statement for use by top
management started in fiscal year 1951--in addition to cost statements
Commission employs a system of monthly budgetary reports rendered by
each AEC accounting office reflecting stutus of each allotment on
-obligation basis.

Other Accounting Improvements:

Internal audit gradually being simplified and converted from
voucher or desk audit to comprehensive basils utilizing techniques
of test checking and with scope of audits extended to afford better
protection--gradual extension of comprehensive audit by General
Accounting Office to Atomic Energy Commission offices is effecting
substantial savings in documentation.




FEDERAL SECURITY AGENCY

Synchronization of Accounting and Budgeting Classifications:

Activity classifications of Childrens' Bureau were modified to
coincide with the Bureau's organizational structure thus facilitating
support of budget submissions by accounting records--activity classi-
fications in the 1953 budget presentation of Bureau of Public Assistance
are almost entirely in direct relationship to Bureau's organization
structure with a very large percentage of all costs charged directly
to budget activities--revisions in method of allotting funds in the
Social Security Administration - Office of Commlssioner brings amount
directly chargeable to activity accounts up to about 98 percent.

Improvements in Property Accounting:

Bureau of Public Assistance maintains current property records
of equipment showing location of each item of equipment, identifying
number and inventory value--monthly reports prepared showing value of
property acquired, sold, or transferred to other constituent units--
physical inventory taken early in 1951 and adjustments made in general
ledger and property records to reflect purchase costs of equipment on
hand.

Improved Control of Receivables and Collections Including Billing
Procedures:

Public Health Service has effected better control of receivables
by requiring accounting points to prepare Registers of Bills Issued--
improved reporting on collections identifies months in which services
are rendered and provides better basis for estimating reimbursements.

Other Improvements in Proprietary Accounting or Better Integration
between Proprietary and Appropriation Accounting:

Public Health Service accounting for operations financed by Service
and Supply Fund has been converted to commercial-type system which will
result in more usable reports for management and provide more accurate
costs for use in establishing the servicecharge paid by stations using
the gupply depot.

Impro#ed'and Simplified Procedures for Controlling Obligations:

Public Health Service has installed procedure to facilitate
recording and reporting of obligations under certain project grants
which are legally "Obligated" in a lump sum ahead of the time when
the individual obligations are incurred for salaries, travel, supplies,
and other items.
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Simplification of Accounting Procedures, Reduction of Paper Tork and
Mimination of Nevetitive Accounting Cperations:

Bureau of 01d Age and Survivors Insurance has reduced amount of
time Tequired to process conurual olTice travel vouchers by 507 through
an approved plan for purchase of rail tickets between Ballimore and

Vashington in quantity without issuance of transportetlon requests
for each tlcligt---Public Health Service has effected a change fron
voucher basis to simplified payroll system, for processing certailn
cormissioned officers’ miscellaneous pay allotments resulting in
elimination of preparation of 2,800 items (vouchers and transmittal
letters) a year--a procedurc For obtaining mechanically prepared
inter-office transfer vouchers and related data has eliminated about
5,000 vouchers per year and resulted in savings of about two man
Years---refund type voucher adopted by 3t. Elizabeths Ilospital for
disposing of deceased and discharged patients! funds has effTected
substantial savings.

Other Accounting TInmprovements not Reported Under Above Classifications:

‘Bureau of 01d Age and Survivors Tusurance has released a "Budget
Digest™ and "Budget Instructions Manual™ to define, coordinate and
standardize classifications, statistical series, etc., used in budget
preparation and execution.
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GENIRAL SIQVICES. ADMINIGTRATION

uyuchroni .ation of Accounting and Budrctlnb Cla sifications:

Twelve of eighteen app;opriatlons vere LODuOllddth into one
appropriation for fiscal year 19bl resulting in six basic appropria-
tions for General Services Adminiutratlon ccneral program operationss-
for fiscal year 1952 baslc appropriations increased to eight because
of additional programs assigned to General Services Administration--
for [iscal. year 1952 CGeneral Services Administration instituted
annual allotment authorization procedure covering specifically.
defined allotment activity groups with individual allotment to be
issued under authorization on quarterly basis--ollotment accounts
subsequently establlshed in accordance with designations on allotment
authorization thereby providing allotment accounting support for
budget classilications,

Application and Utilization of Accrual Basis of Accounting:

Althouth not fully implamented at this time the accrual basis
of accounting for both rcvenues and expenditures was approved with
provision for refinement of items in "unliquidated oblipgation" status,
and with distinetion in accounts between poods and services received,
and those ordercd but undelivered--accounting recognition of inven-
tories, prepaid items, delerred charges, clearing accounts and
capital outlays which will provide necessary distinctions underlying
matching of expenditures with periods of benefit and associated
revenue where applicable--{ull accrual hasis will be used for opera-
tions of DPA Revolving Fund, General Supply Pund (Stores Operations,
Automotive Branch, Furniture Repair Shop, Office Machine Repalr Branch
and Puel Yard), Revolving I'und for Reproductions, and P.B.S. Construce
tion Services Account--other pzogrumu of GSA now utilize modiflied
accrual basis,

Tmprovements in Property Accounting:

With respect to rinancial control of personal property the ‘General
SBervices Adminlstration has established accounts to rellect Inventory
value of administrative supplies in storage and distribution centers--
at end ol IMacnl year balances in inventory accounts adjusted o
physical inventordes--purchases, plus or minus inventory variluance ar
eXPtnaed-~jn Repgdon 3, including Washington, D. €., and representing

about 90% of value of program and operating supplles For all GHA
reglons, gereral ledger accounts used to reflect Inancial value of
such supplies--book inventory wus established on the basis of physical
inventorles--general ledper ucoountb,dcuignod for office and operating
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equipment to reveal value of such assets, but physical inventories

have not been completed--general ledger account maintained to show

cost or aoppralsed value of machinery and equipment acquired under
National Industrial Lquipment Reserve program--on real property under
control of General Services Administration general ledger accounts

have been provided in GSA integrated accounting system which reflect
costs carried in accounts of prior agencies subsequently placed under
GSA-~-accounts also reflect additions and dlsposals to date--these
accounts decentralized to GSA regional offices in 1951 and balances
carried must be reconciled with physical inventories to determine
their adequacy in line with the redefinition of the responsibility of
the Public Buildings Service, General Services Administration, as pro-
vided in Public Law 152--discussions in progress in GSA to develop an
approach for clarifying accountiug responsibility of GSA and other
agencles of the Govermment in connection with real property--general
ledger acaounts carrying value of real property and related personalty
of National Industrial Reserve decentralized. to ten regional offices
during 1951--as NIR plants are reactivated, adjustments are made in
financial controls to reflect physical changes--with respect to quanti-
tative control of personal property of GSA, inventories of administra-
tive supplies have been completed and stock control records established
for distribution centers--inventories of program and operating suppliles
have been completed for about 90% of inventories in Region 3 area
which includes Washington, D. C.--stock records established per physical
inventories--review resulted in disposal of large stocks of surplus
items revealed by inventories and better surveillance of requisitions
for purchase of such suppllies--current program of GSA provides annual
inventories of storage and distribution centers on a cycle basis--
catalog covering some 30,000 items, to assist in identification, has
been developed for Public Bulldings Service supplies and materials--
educational program currently amployed to obtain better job on
maintenance of quantitative controls--adminlstrative instructions
issued covering procedures for control of office and operating equip-
ment--instructions provide for taking of physical inventories through-
out GSA to firm up quantity and value of these assets-~detall quantity
records support financial control account for National Industrial
Equipment Reserve--detailed records, showlng costs of land, structure,
equipment initially placed in buildings and any betterments, are In
existence covering all real property on books of GSA--all detail
records decentralized to regional offices of GSA during 1951.

Jmproved and Simplified Procedures for Controlling Obligations:

Lffective July 1, 1951, procedure vas introduced whereby allotment
authorizations are issued to the ten reglonal offices on an annual
basis with stipulated quarterly amounts--allotments made by Regional
Directors are made quarterly within these authorizations so that in
no case will allotments be issued 1n excess of approved apportiomments--
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allotment wecounts maintained for given appropriation are controlled
by single wllotment control summary with each cwaulative column in the
sunmary representing total of corresponding columns of all allotment
accounts ior a specific appropriation.

Improvements in Agency Reporting to Serve Management Nceds More Fully:

Problem areas and shortcomings in the financial reporting system
are being analyzed and reports are belng redesigned with the objective
of providing summary data for each appropriation and major program for
such key officials ag Administrator, Deputy Administrator, ete., and
detailed information for their own areas and swummary data on other
prograns for the Commissioners and other major operating officials.

Simplification of ‘Accounting Procedures; Reduction of Paper Vork and
Ilimination of Repetitive Accounting Operations:

Pursuant to specific approval by the General Accounting Office,
the discontinuance of the preparation of S.F. 1034k voucher, vhere
certified invoices have been received from vendors, has eliminated the
preparation of 200,000 voucher forms annually--making of recurring
rental payments without certified Invoilces on basis of listings prepared
by Disbursing Officers has eliminated the handling of about 60,000
separate rental vouchers annually and also reduced from seven to two
the number of copies of leases necessary to process payments--require-
ment of bullding owners to submit certified invoices also eliminated--
redesipgning ol GSA telephone scrvice statement to include a certifica-
tion eliminated supporting invoice or 1080 voucher previously prepared
to go with the statement resulting in saving of 12,000 billing documents
annually--extension of comprehensive, on-the-site audit of National
Industrial Reserve plants eliminated considerable documentation for
these defense production operations--discontinuance of certification
of Federal Supply Service invoice saved an estimated four man years—-
statement for communication charges was redesigned to serve also as
an invoice thereby eliminating one [form--certification on Federal
Supply Service invoices eliminated--agencies purchasing from Federal
Supply Service authorized to pay monthly thus reducing frequency of
payments. ' '

Other Accounting Improvements not Reported Under Above Classificationss

The principle of brunch office accounting was employed in the
development of cost accounting and reporting systems for Tuel Yard,
Automotive Branch, Office Machines Repair Branch, and Furniture
Repair Shop operations under the General Supply Fund--for these four
shop operations all accounting details are maintained at shop level
and tied into applicable regional records of GSA by control accounts,
thus obviating duplication of accounting at regional level.
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PAIIANA CALAL COMPAIY AND CAIIAL ZOUE GOVERIFIIMT

Although this report has not generally included .accounting
Improvenent developments of entities subject to the Govermment Corpora-
tion Control Act, exception is made here in the case of the Panama Canal
Company because the latter's activities are so closely interwoven with
the civil functions of the Canal Zonc Government, In this connection,
pursuant to Public Law 841, approved Secptember 26, 1950, all of the
activities of the Panama Rallroad Company and the business activities
carried on by the Panama Canal vere transferred to the Panama Canal
Company, effective July 1, 1951. All of the civil functions relating
to the Government of the Canal Zone were set up under an agency known
as the Canal Zone Government. This reorganization necessitated complete
revision of all accounting systems, accounting classifications, and
budpget structures.

Synchronization of Accounting and Budgeting Classifications:

Panama Canal Company will submit budget under Govermment Corporation
Control Act based upon data derived from accounting system established
for the Company--activity classifications now being worked out for both
Panama Canal Company and Canal Zone Government--accounting structure and
budget classifications being coordinated to place accounting and budgeting
on same basis ytilizing same accounting classifications.

Application and Utilization of Accrual Basis of Accounting:

Accounting system Tor both Company and Zone Government belng
developed and installed on accrual basis--1n this connection the legls-
lative act authorizing the reorganization specifies that all accounting
for both the Company and Canal Zone Government shall be on accrual basis
with provisions for depreciation.

Improvements in Property Accounting:

Subsidiary accounts belng developed for all plant in service
accounts as well as any construction work in progress and inventory
accounts-~-system distinguishes between expenditures for capital outlay
and expenscs--capltal outlays for plants, properties and equipment to
be accounted for at original cost--detalled records being set up to
support general ledger accounts--the Company and the Zone Government
have agreed to prepare list of units of property indicating items which
are to be capitalized and those which are to be consldered in nature of
minor items of property to be expensed at time acquired--accounting
system contemplates quantitative as well as financial control over
property-~policy on capitalization of an accounting for property con-
curred in and adopted by Board of Directors of Company--Panama Canal
representatives now engaged in inventory of property and establishment
of records,
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Development and Integration of Cost Accounting with Approprietion
Accounting:

The accounts of both the Company and the Canal Zone Government are
on & cost basis which is in accordance with law--cost accounts integrated
with appropriation accounts--appropriation or allotment accounting for '
Canal Zone Govermment limited to fund control purposes--accounting
classification obtained through cost accounts.

Improved Control of Receivables and Collections Including Billing
Procedures:

Both Company and Canal Zone Government working on billing procedures
which will record bills when earned or due regardless of when paid.

Improved and Simplified Procedures for Controlling Op};gations:

Obligations controlled in total according to appropriations made to }
Canal Zone Government--regular corporate practice followed for control
of obligations of Company.

Improvements in Agency Reporting to Serve Management Needs More Fully:

Basic financial reports such as balance sheets, profit and loss
statements and statements of source and application of funds have been
developed-~-Company and Zone Government are developing and experimenting
with certain detailed reports which would be made for their use.

Signiflcant Improvements in Organization and Staffing:

Under basic reorganization of Panama Canal pursuent to Public
Iaw 841, approved September 26, 1950, it is contemplated that there
will be a Controller (Director of Finence) and that all accounting,
budgeting and reporting will be responsibilities of his office.




VETERANY ADMINISTRATION

Synchronization of Accounting end Budgeting Classifications:

The accounting and budgetery classillcations of the Veterans
Agninistration are fully integrated.

Application and Utilization of Acciual Basis of Accounting:

Accounting for materials and supplies at three Veterans Adminis-
tration depots has been placed on accrual basis with subsidiary property
records and general accounts maintained on fully integrated basis--
payrolls, travel, and benefit payments to veterans already substantially
on accrual basis.

Improvements in Property Accounting:

Systems have been lnstalled in all three depots providing for
integration of depot perpetual inventory records with general ledger -
accounts--test installations being conducted at several stations (other
then depots) to achieve same integration of property and financial
accounting at more than 250 stations as is in effect at depots--
agreements reached to integrate property and accounting records, on
uniform pricing policy, and on routing and retention of documents
between accounting and supply divisions of Veterans Administration.

Development and Integration of' Cost Accounting with Appropriation
Accounting:

Planned integration of cost accounting, property accounting and
general accounting at depots, stations, and hospitals of Veterans
Aduwinistration will meke possible presentation of budget on accrual
basis supported by cost accounts integrated with the appropriation
accpunts that are mainteined on the obligotion basis.

Inproved Control of Receivables and Collections Including Billing
Pro»cdureu.

PR

Arrangements made between Offices of Insurance and Finance whereby
receivables arising through overpayment of' veteran benefits would be
collected through reduction of the related 1G5] National Service Idfe
Insurance dividend payment have been most, effective in liquidatlng
these receivables,

Improved and Simplified Procedures for Controlling Obligations:

The system installed for decentralization of the Direct Iloan
Program of Veterans Administration simplified accounting procedures
for controlling obligations by using a Quota Control Reglster in the
Operating Office in lieu of normel allotment accounting procedure=--
edaptation of this Operatnng record eliminated perfozmmnoe of duplicate
Sfunection. :
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Iuprovements in Agency Reporting to Serve Management Needs More Fully:

During 1951 continuous review was made of the reporting system
and appropriate changes were instituted on basis of current management
needs--an example of this 1s the arrangements made by Office of Finance
to prepare a special report each month for Budget Service showing com-
parative analysis of broad allotments issued to stations with related
sub-allotments issued by station managers--preparation of this report
as a by-product of regular accounting operations eliminates the need
for a set of memorandum records in the Budget Service and provides
control information for Budget Service--cost reports on hospltal
operations are prepared monthly--Congress is furnished a balance sheet
of Veterans Administration each year--the agency accounting officials
recognlize the service that can be given to management through a dynamic
and comprehensive flnancial reporting program.

Simplification of Accountlng Procedures, Reduction of Paper Work, and
Elimination of Repetitive Accounting Operations:

Joint Program representatives of the General Accounting Office,
Bureau of the Budget, Department of Defense, and Veterans Administration
participated fully in the formulation of recommendations leading to the
enactment of Public Law 23, 82nd Congress. This law provided generally,
among other things, for the payment of gratuitous indemnity of $10,000
to survivors of members of Armed Forces who dle in active service, and
with certain exceptions, prohibited further granting of United States
Government Life or National Service Life Insurance~~substantial annual
savings in administrative costs of the Military Establishment and of
the Veterans Administration have resulted--present indications are that
in excess of '75% of 3,000,000 or more "In Service" accounts maintained
in both Military Establishment and Veterans Administration are being
eliminated along with related document processing and insurance under-
writing with anticipated savings of several million dollars per annum
in administrative costs coupled with lower program costs because finan-
cial structure for new policies will be based upon current mortality
tables and current interest rates.

Other Accounting Improvements not Reported Under Above Classifications:

Mechanical methods were developed under the insurance program to
select individual insurance policies by their respective anniversary
dates and have been used in connection with both the 1951 dividend
program and the processing of expirations and renewals of term insurance,
thus saving many thousands of man.hours in these programs--revised
procedures placed into effect with respect to retroactive discon-
tinuances of insurance allotments have made the processing of In
Service accounts by the Veterans Administration more effective,
particularly from the standpoint of verification of overpayments--
mechanlzed system of insurance allotment accounting being tested in
Marine Corps insurance accounts of the Veterans Administratilon




indicates significant improvements in documentation, distribution of
work load, establishment of coordinated accounting control between the
Military Establishment and Veterans Administration, more effective
processing and elimination of substantial clerical work--creation of

a dual-purpose document for all Navy accounts in connectlon with Public
law 23 has saved manpower and administrative costs--new procedures
resulting in more efficient and economical operations in connection
with supplying premium information have been installed--procedures
concerning lapsed insurance improved--more effective operations and
lower administrative costs have resulted from procedural improvements
for insurance loans and liens--simplifications in actuarial processing
have eliminated substantial backloy of work, achieved greater uniformity
in processing and provided the basis for personnel savings--procedures
developed and put into use for annual microflliming of all premium record
cards and lnsurance claim cards with fillms being forwarded for storage
in offices other than those holding basic records--new accounting system
and related procedures developed for payment of 1951 ‘dividend--important
features of this system from standpoint of economy and internal control
included among others the use of addressograph plates to produce divi-
dend authorizetlon document with lower costs and faster operations;

plan of accounting control bullt into the system to provide maxlmum
assurance of accuracy; preparation of check issue cards by mechanical
processes as by-product of dividend accountlng operations with cards
later used by Treasury to punch checks, thus avoiding a key punch
operation, and still later used by General Accounting Office for check
reconciliation purposes thus avoiding a clerical operation in General
Accounting Office in the development of ocutstanding check list; and a
machine created detailed voucher prepared by Veterans Administration,
later used by Treasury to transfer post to face of Government checks,
thus avoiding typing operation in Treasury--arraingements are in effect
for site audit of all the Veterans Administration insurance prograus
all activities at 17 stations in the mid-west and major segments of

the education and loan programs.




- WG -

OTHER IWDEPENDENT AGENCIES

Synchronization of Accounting -and Budgeting Classifications:

Budget and accounting wofk of Office of Price Stabilization
decentralized to operating regional offices with full synchronization
of budget and accounting classifications.

Application and Utlilization of Accrual Basls of Accounting:

That portion of accounting for Economic Stabilization Agency done
by Office of Price Stabilization has been developed on accrual basis
with the first full set of reports prepared from accounts malntained
on accrual basis prepared as of October 31, 1951--personal sexvices,
travel and printing and binding costs are distributed directly to
operating units with other costs distributed in accordance with sound
accounting principles---modified accrual basis used in accounting for
operation of civil defense procurement revolving fund of Federal Civil
Defense Administration which can be extended to give effect to accrual
treatment of unprocessed documents for end of period statements---
National Advisory Committee for Aeronautics has adopted accrual basis
for inventory purchases and additlons to fixed assets and is considering
extension of its use to operating expenses-~--the Rallroad Retirement
Board has established its accounts on the accrual principle of account-
ing.fbr payrolls and travel and for the survivor, unemployment, and
retirement benefit programs.

Improvements in Property Accounting:

Office of Price Stabillzation within Economic Stablilization Agency
has issued instructions setting up property records based on actual
acquisitions through October 31, 1951, followed by physical inventory,
thus permitting a reconciliation and adjustment of property and account-
ing records which will bring financial and property control records into
agreement--effective July 1, 1951, system was established in Office of
Price Stabilization for recording receipt of property and stores based
on evidence of receipt of property thus providing for current maintenance
of non-expendable property accounts on accrual basis with complete Inte-
gration of property records maintained by supply office with general
accounts maintained by accounting office---Federal Power Commission
has had fixed assets, which consist entirely of equipment, under
financial control since 1948---in the Interstate Commerce Commission
both stores inventory and fixed assets are under financial control--
also quantitative controls are maintained in Interstate Comnerce Com-
mission with stores inventory being accounted for by perpetual inventory
method--detail records of fixed assets (only equipment involved) main-
tained---National Advisory Committee for Aeronautics maintains financial
control of stores inventories and fixed assets--also quantltative con-
trol of stores inventories and fixed assets---The Tax Court of the




United States discontinued perpetual 1nvwatoxy vecords of office
supplies due to smallness of investment and velies entiryely on pnyﬂ&.di
inventory once a year with purchases charged to expense~--Tixed asse
(office equipment) recorded on general ledger ere accounted for on
detail records corrected by periodic inventories---property accounts

of the Railroad Ketirement Board fully integrated with the [inanciael

accounts.

bevelopment and Integration of Cost Accounting with Appropriation
Acc ountlng”

Cost accounting and appropriation accounting systems of Office of
Price Stabilization designed to permit budget presentation on funciional
basis with supporting accounts maintained on accrual basis umwrndiral
Power Commission, elfective July 1, 1951, adopted cost finding system
designed to glve added support to the activity schedule in the budget---
three field laboratories of National Advisory Committee for Aercounautics
maintained systems of cost accounting or cost finding designed primarily
to yleld cost of each research project,

Other Twprovements in Proprietary Accounting or Better Integration
between Proprietary and Appropriation Accounting:

Office of Price Stabilization has adopted a system of proprietory
accounting covering control of cash, property, and costes with adeguate
control for establishment of liabilities represented by amccounts payable,
taxes payable, control of suspense items pending application, and the
agerty's proprietary interest represented by appropriations and donations
of property---to extent appropriate, proprietary accounts will be employed
in Federal Civil Defense Admlnistration in connection with operation of
civil defense procurement revolving fund and in eccounting for expendi-
tures under civil defense reserve stock procurement accounting.

Improved and Simplified Procedures for Controlling Obligations:

Specialized techniques have been developed in Office of Price

Stabilization for control of personal services through comnitment
registers and personnel ceilings--controls on other types of ohiigations

require clearance through one point in each accounting oftice for pre-
validation prior to execution of firm commitment thereby providing
internal administrative controls assuring entry in the accounts and
integrity of reports--although forual accounts not maintained at dis~
trict level, provision made for decentralized control of obligetions
incurred at that level within limits of delegated authority and sub-
allotments issued---gimplified allotment accounting procedure in
Federal Power Commission has eliminated certain duplicate vecords
of allotments, expenditures, etc.---Interstate Commerce Commigsion
made changes in method of recording obligations foyp transportation
which improved control end at same time reduced work involved---
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arrangements have been made in Railroad Retirement Board for simplified
documentation and recording of obligations for personal services coupled
with supplementary control through personnel ceilings and staeffing
patterns.

Tmprovements in Agency Reporting to Serve Management Needs More Fully:

Office of Price Stabilizetion, serving itself and Office of Adminis-
trator, Eeconomlic Stabilization Agency, has developed a compreliensive
program of reporting useful and timely information to management, in-
cluding such items as financial statements, cost reports, budgetary
reports, statistical reports and special reports, supported by narrative
comments to management for purposes of assisting menagement in inter-
pretation of financial and statistical facts disclosed---Federal Civil
Defense Administration has developed a system to provide more detalled
information in terms of activities under program---the Railroad Retire-
ment Board has in operation & comprehensive financial and cost reporting
system designed to furnish timely and useful reports to management, and
makes e continuous review of such reports to improve their utility to
management. :

Simplification of Accounting Procedures, Reduction of Paper Work, and
Elimination of Repetitive Accounting Operations:

A simplified method of proving monthly annuity payrolls of Civil
Service Retirement System has enabled each clerk to service approximately
two and me-half times the number of accounts formerly handled, and the
change provides greater assurance of accuracy--introductions of voucher
schedules Into claims vouchering operations of Retlrement Division of
Civil Service Commission has replaced approximately 10 voucher forms
previously used for various types of payment, resulted in more prompt
processing of approved claims for payment, and reduced substantially
the volume of documents required to support authorizations for issuance
of Treasury checks--documents required to support monthly account cur-
rent substantially reduced both in Civil Service Commission and General
Accounting Office by revised process providing automatic verification
of current depositors accounts---through simplified procedure for making
overtime payments Office of Price Stabilization has sliminated use of
change slips, provided for payment of overtime each four weeks, thereby
reducing number of checks nearly 50%--use of voucher schedule has re-
sulted in more economical disbursement procedures and provided basis for
less costly audit--decentralization of accounting worl to regional offices
has avoided delays in payments, reduced correspondence and provided
accounting data to local management--one set of property records now
serves requirements of both supply and accounting---establishment of
single file of obligating documents for use in both accounting and
auditing operations in Federal Civil Defense Administration has resulted
in elimination of duplications---the voucher form for medical services
furnished the Rallroad Retirement Board has been combined with the
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medical examination report, thus eliminating a separate voucher form--
the collection of overpayments made under the Railroad Unemployment
Insurance Act by offset against payments due under the Railroad Retire-
ment Act has been converted to a punch card listing plan, thus elimi-
nating the preparation of 9,000 typed voucher deduction schedules each
year--initial or re-computed payments under the Railroad Retirement
program are no longer listed on comprehensive rolls--instead, a copy of
the award documents is furnished to the Treasury as a basis for
issuance of the retirement checks,

Other Accounting Improvements:

In order to effect improvements in its financial planning and
reporting, the Civil Aeronautics Board on July 1, 1951, took over from
Civil Aeronautics Administration the responsibility for its own
accounting---arrangements are completed for a site audit of the
Fconomic Stabilization Agency and the Railroad Retirement Board.




