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TO THE HEADS OF DEPAHTMENTS AND ESTABLISHMENTS: 

SUBJECT: Fifth Annual Progress Repqrt Under the Joint Program to 
Improve Accounting in the Federal Government. 

To illustrate the extent and nature of gains realized under the joint 
program during the calendar year ending December 31, 1953, the staffs of 
the Bureau of the Budget, the Treasury Department and the General Account 
ing Office have prepared this report in participation with your repre
sentatives. 

In order that this year•s accomplishments may be reviewed in the 
light of prior year achievements, and to give some idea of the truly 
remarkable aggregate progress the joint program has made toward realiza
tion of its objectives, the Introduction to the report this year includes 
a short summary of key developments since the program was initiated six 
years ago. Part I of the report covers general developments in 1953 whlch 
tend to cross agency lines and have Government-wide application. Part II 
of the report contains specific illustrations of what the individual 
departments and agencies have done this year to fulfill their respons
ibilities under the Budget and Accounting Procedures Act of 1950 and 
related laws for establishing and maintaining improved system of account
ing and internaJ_ contro.l. 

In these days of vital need for more efficient and more economical 
administration in the Federal Government, I am sure you will be most 
gratified, as the Secretary of the ~~reasury, the pirector of' the Bureau 
of the Budget, and I have been, wi.th the splendid contribution to better 
management practices made by the k:ind of accounting improvements and 
related developments summarized in this report. With the continuing 
cooperation and whole-hearted support of' all who have the top respons
ibility for administering the various functions of our Federal Government, 
we are certain that au even greater contribution to sound publtc adminis
tration can be made through the confbined efforts represented in the joint 
program. 

The Secretary of the Treasury and the Director of the Bureau of the 
Budget join me in expressing appreciation for the conscientlous work of 
all people in your agency who have made the program such a success to 
date. We also invite any suggestions whiqQ. you and your representatives 

may have to make the program more ~f_'/\1'€"~·1\re'>\) (,,.:,..,\. r------

! t.'--. t' 
\r..-.. c :> t '\ ' .~ \..I.\ ___ ,.-./\._ ........ : (\_/ /~ .... , 

ComptToller General 
of the United States 
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FIFTH ANNUAL PROORESS REPORT 
UNDER THE 

JOINT PROORAM TO IMPROVE ACCOUNTING 
IN TRE FEDERAL GOVERNMENT 

INTRODUCTION 

This report is an illustrative survey of accomplishments in the 
calendar year 1953 under the Joint Accounting Improvement Program. 
The report has been prepared by the General Accounting Office, 
Treasury Department and Bureau of the Budget in participation with 
the other departments a.nd agencies of the Federal Government. As 
such, the report includes many improvements which are directly 
attributable to agency initiative and which have been accomplished 
without assistance from the three named central staff agencies. 

Background and Nature of the Joint PrograJI! 

Growing out of mutual eff orta begun shortly after the close of 
World War II by the Comptroller General, the Secretary of the 
Treasury, and the Director of the Bureau of the Budget to find a 
more effective framework for discharging their interrela.ted respon• 
sibilitiea for leadership in their respective fields, the Joint 
Program was conceived in December 1947 as a Government-wide 
cooperative undertaking to expand and redirect accounting to the 
increasingly complex purposes of Government it should serve. 
Through the prior years, accounting and related central fiscal 
agency requirements had become an unwieldy centralized structure 
too singularly dedicated to the purpose of insuring accountability 
and compliance with legal limitations with respect to the receipt, 
expenditure and custody of public funds. Essentj.al as the latter 
purpose was, and still is, accounting processes designed to accom~ 
plish only this objective could not cope with the dynamically 
changing needs of the Congress, the President a.nd agency manage
ment brought about by the entry of Government into many new and 
highly diversified activities deemed necessary by the Congress to 
meet the demands generated by two World-wide conflicts, an economic 
depression which intervened these conflicts, and the assumption ot 
heavy internatio~l responsibilities in the aftermath of World 
War IIo · 

Thua, in framing the objectives and cooperative working 
arrangements of the Joint Program, a two-pronged attack on the 

· problem was planned and ·launched on simultaneous action fronts. 
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The individual departments and agencies assumed prime responsibility 
for developing their systems of accounting and internal control 
which would recognize and service the unique management needs 
springing from the highly diversified and complex programs a.nd 
operations which they conduct. Concurrently, the central fiscal 
agencies--the Treasury Department, the Bureau of the Budget and 
the General Accounting Office, undertook an intensive program of 
simplifying the vast network of overlapping and duplicating central 
accounting, auditing and reporting processes and requirements. · 
Li.nkage of these two frontal attacks was planned through suitable 
integration of the accounting of the Treasury Department with that 
of each agency, with the paramount objective of providing a basis 
for·full disclosure of the Oi\Terall financial results of the 
Government's operations whi.le retaining and improving such safe
guards under traditional accountability concepts as were deemed 
to be essential. 

S:ltaitutory Recognition of the Program 

After this cooperative undertaJ~ing had demonstrated its 
effectiveness in brj.nging about a number of significant imp,rove
ments in the first three years of its existence, the basic princi
ples, objectives and working relationships of the Joint Program 
were enacted into la.w by the Congress in the Budget and Accounting 
Procedures Act of 1950 and the related Post Office Department 
Financial Control Act of 1950. These enactments firmed up the 
responsibiltties for accounting, auditing a.nd financial reporting 
in the Federal Government and clothed the central fiscal agencies 
with legal authority and flexibility to make needed simplifications 
in accounting and related processes not otherwise possible under 
the statutes theretofore applicable. The Joint Program became the 
principal means of carrying out the provisions of these Acts. 

The Cumulative Effect of the Program to Date 

Today, as the Joint Program rounds out its sixth year as a 
wholly cooperative venture, the overall accounting function in the 
Federal Government bears little reseniblance to that which existed 
after the close of hostilities in World War II. Evolving from the 
changed philosophy and approaches embodied in the Joint Program, 
the former rigidity of agency accounting, which existed primarily 
to service burdensome central fiscal requirements, has given way 
substantially to flexible, multi-purpose systems of accounting and 
internal control. These systems are being tailor-made to serve 
agency management needs and yet provide, in connnon, a better basis 
for national budget presentation and control, and for appropriate 
interlocking relationships with Government-wide accounting and 
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fin.·-rncin.l rcportinr; needE:; centering in the rrreasury Department. 
l•IerurnhJle, th(~ central paper m:i.11, uhich had unduly constricted 
the rmrposeo of a.gency accounting and fostered "red tape 11

, has been 
larr~ely d1sma.nt1ea. In its place, there is being gradually erected 
n, sirnplif:i.ed ctructure of minhntun accounting requirements and :Lm
provecJ repm·ting processes consistent with the ultimate goal of 
establishing a better basis :for financial reporting of the Government 
as a whole and asBur:Lng essential accounta.bili ty. Geared to these 
accounting developments is the grciduaJ. c:onvers:i.on of auditing 
approaches of the General Accounting Office from a. centralized 
detatled transactiono audit to an audi.t conducted at the site of 
operations utilizing generally acc~cptc:d audi tine; principles a.nd 
stancla.rds for commercial enterprises to the extent applfoa.ble and 
with provision for appropriate determination o:r legal compliance. 

Some of the specifics which add up to substantial progress 
in the six year history of the Joint Program and attest to the 
sound.ness of the program approaches are set forth below: 

The Central Accounting Front 

1. General Accounting Office is no lo.nger in the 
account-keeping business for the Government as a whole, 
having eliminated three years ago its Accounting a,nd Book
keeping Division and the related requirements for submission 
by the agencies of millions of collection and expenditure 
documents and reports used as posting and control media for 
over 500,000 accounts control ledgers previously ma.intained. 
This fundamental chanGc in the accounttng make-up of the 
Federal Government was made possible through the increased 
reliability of safeguards and requirements established in 
improved systems of accountinr.; and internal control :tn the 
administrative agencies coupled with extension of General 
Accounting Office audit processes to the accounts maintained 
j_n the 'l1rea.sury Department and other administra.ti ve agencies. 
This included provisions for reviews of procedures incident 
to, and examinations of, reconciliatlons of fund account 
balances ma.de between the agencies and the Treasury Depart
ment. 

2. Another important step in taking direct accounting 
functions out of the General Accounti.ng Office was the abolish
ment of its Postal Accounts Di vision, \{hi ch formerly carried 
out al.l administrative account:lng and reporting functions for 
the Post Office Department, and the transfer of these functions 
to the Department under authortty of the Post Office Department 
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Financial Control Act of 1950. This ~s .:made possible by 
the assumption of responsibility on the pa.rt of the Department 

, f'or establishing its . system of accounting and internal control 
together with the ex.tension of the comprehensive audit program 
of the General Accounting Office to the entire of' 
the Post Office Department and the Postal Service. 

3. A. complete change of approach in the account 
scribing function of the Comptroller General of the United 
States has been made in line with the shift of prime 
responsibility for accounting to the administrative agencies 
and the concurrent removal of the concentration of fiscal 
controls in the General Accounting Office. In place of the 
former emphasis on acrpss-the-board uniformity of accounting 
in the administrative agencies, the ComptrolJ..er General, under 
the enlightened provisions of the Budget and Accounting Pro
cedures Act of 1950, now exercises his prescribing authority 
in terms of general principles and standards and related 
requirements of accounting for observance by the executive 
agencies. This is done after consulting the Secretary of 
the Treasury and the Director of the Bureau of the Budget 
concerning their accounting, financial reporting and budget
ary needs and after considering the needs of the agencies. 
Thus, flexibility is provided to recognize the diverse 
management needs of all concerned and enable the agency heads 
to mold their accounting systems to the wid~ly varied operating 
programs they admini_ster .. 

4. The archaic warrant system, which gave rise to so 
much red tape and voluminous paper work in the administrative 
agencies and the central fiscal agencies, has been replaced 
,by strea:mlined procedures for the handling of receipts and 
the making of funds available for disbursement.. This was done 
through the issuance of Joint Regulations by the Secretary of 
the Treasury and the Comptroller General pursuant to discretion- , 
ary authority provided in the Budget and Accounting Procedures 
Act of 1950. Not only have the new procedures brought about 
tremendous simplifications and resultant economies in both the 
administrative and central agencies, but, also, they have been 
highly important as prime steps in the overall plan of fully 
integrating agency accounting with effective central accounting 
and financial reporting processes of the Treasury Department .. 

5.. Classifications for receipt, appropriation and 
related fund accounts have been completely revised and greatly 
improved, thus paving the way for further simplifications in 
the accounting procedures of the agencies and providing the 
basis for better disclosure of the financial results ·of the 
Government .. 
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6. Under the leadership of the Bureau of the Budget 
there has been substantial development of integrated budget 
patterns and account structures for the purpose of' providing 
a common basis for program planning, budget preparation, 
acc01.mting ~nd managerial control, including realistic per
formance data in reports, as well as adequate support f'or 
budget presentations. Noteworthy progress has been made in 
obtaining simplifications of appropriation structures and 
budget presentations, including greatly improved activity 
classifications. Perhaps the most significant development 
in this area has been the large increase year-by-year in the 
adoption of the business-type budget, fully supported by the 
accounts, in agencies whose programs or activities are commer
cial or industrial in nature. 

7. In the Treasury Department there has heen a signifi• 
cant reorganization and streamlining of the central accounting 
and financial reporting function. This, together with the afore
mentioned other developments on the central accounting front, 
was designed to establish appropriate interlocking relationships 
with improved systems o:f accollllting j_n the. agencies and to 
utilize agency accounting results with those of the Treasury 
for consolidated financial reporting purposes of the Govern
ment as a whole. The Treasury accounting reorganization also 
has effected a saving of $98,ooo annually. 

~~~cy Accounting 

1. Appropriate fi.nancial accounting for inventories of 
ma.terials and supplies,. and items of plant and equipment has 
been established in a substantial number of agencies as an 
integrated part of their general accounting systems. An 
indication of the significance of these developments is 
illustrated by the fact that in eleven agenc:i.es, among those 
which have made fundamental changes i.n their accounting 
systems, financial accounting was established for approxi
mately $8~ billion in net fixed assets and $3t billion of 
inventories. This is exclusive of even larger figures in the 
Department of Defense which also has recently accelerated the 
establishment of' financial accounting for property ... -particu-
larly inventories. · 

26 A significant number of the large departments and 
agencies and some of .the smaller agencies are employing the 
accrual method of accounting, including the development of 
cost data.. This has been encouraged in all applicable agency 
situations where it represents a practical contribution to 
improved financial administration through greater control 
and disclosure. 
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3. Decentralization of the accounting function to centers 
of operating responsibility in order to be of maximum useful· 
ness to management has been carr:i.ed out extensively, particularly 
in agencies having· field instalJ.ations. 

4. Common-denomina.tQr c.lassifications for programming, 
budgeting, accounting and financial reporting so as to 
facilitate budget preparation and presentation and provide 
realistic performance data for comparison of actual results 
with budget projections have been developed in numerous agencies. 
For example, virtually all of the agencies carrying out public 
works type of programs, such as Bureau of Reclamation, South
western Power Administration, Southeastern Power Administration, 
Alaska Road Commission, applicable activitie·s of Bureau of 
Indian Affairs, International Boundary and Water Commission, 
and Corps of Engineers (Civil Functions), Department of the 
Army, incorporate these features in their systems • 

5. Development of effective internal control, including 
provision for internal audit, has been accomplished or is 
underway in an increasingly large number of agencies. 

6. Greatly increased recognition in the agencies of the 
need to otherwise interweave the accounting function in the 
management and operational structure of each agency to bring 
about a more effective and efficient basis for control and 
appraisal of the activities for which agency management is 
responsible. 

1953 Progress in Gener,!l 

The high level of progress attained in prior years of Joint 
Program history was well sustained during the calendar year 1953. 
As is inherent in the evolutionary nature and wide scope of the 
Joint Program, the items of progress reported range from only pre
liminary results of undertakings begun this year to full realizations 
on projects initiated, or groundwork laid, in previous years. The 
impressive amount and kind of improvements recorded this year and 
the extensive spread of agencies in which they have been brought 
about reflect a continuation of the same high degree of initiative 
and splendid cooperative zeal on the part of all concerned which 
has enabled the Joint Program to move steadily forward each year 
toward attainment of its ultimate objectives. 

Accomplishments of Government-Wide Significance 

Part I of this report covers developments which stem largely 
from the Joint Program leadership activities of the central fiscal 
agencies on projects which have more or less Government-wide 
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application and significance.. By their nature these projects tend 
to require longer range periods for effective implementation and 
ruil realization of benefits. In many cases, these developments 
are the keystones on which specific improvements in the administra
tive agencies are built in subsequent years. Substantial gains 
were registered in 1953 in the following activities included in 
this category: (1) central accounting; (2) central financial 
reporting; (3) budget and accounting integrationz (4) check. 
reconciliation processes and related accounting operations; (5) 
Government transportation requests and their utilization; (6) 
property accounting and procurement simplification; (7) revision 
of Budget-Treasury Regulations; (8) integration. of accounting and 
disbursing functions; and (9) modification of regul.ations. 

:A:gency ImprovemeE~ 

Part II of this report is an illustrative summary of what the. 
individual agencies have done during the current year to improve 
their accounting and internal control and related aspects of 
financial management. In the light of the constant emphasis which 
has been placed in the Joint Program on the need for effective 
"grass roots 11 accounting in the agencies, what they do from year 
to year to provide better service to management through improved 
accounting is, in the final analysis, the true .barometer of al1 
progress under the Joint Program. The agency progress indicated 
in this segment of the report in nowise constitutes a complete 
taking stock of agency achievements in 1953· To do so would 
entail a much lengthier report than space limitations' for purposes 
of this report would permit. However, attempt has been made to 
give a representative picture or cross-section of the extent and 
kind of improvements, both great and i .. elatively small, which pro
vide the moving force of the Joint Program. The sum effect is a 
tribute to the cooperative spirit and high initiative of the 
individual agencies which have brought about these improvements. 
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PROORESS UNDER THE 1.TOINT PROORAM 
TO IlYiPROVE ACCOUNTING IN THE FEDERAL GOVERNMENT 

PART I 

This part of the report relates principally to progress items 
which are mostly Government-wide in their applicat~on and effect, 
including the activities of the three central fiscal agencies, the 
Treasury Department, Bureau of the Budget, and the General Account
ing Office, in their joint leadership of ~he Program, and staff 
activities of the General Services Administration in the property 
management and procurement simplification areas. As such, the 
matters reported may overlap specific improvements of :i.ndividua.1 
agencies set forth in Pa.rt II of the report to the extent the 
latter are frequently keyed to or founded upon these overall 
developments.. The items which follow are examples and are not 
exhaustive of the total program effort in this general area during 
the year. 

1. Central Accounti~. With the issuance during the year 
of Joint Regulation No. 4 by the Secretary of the Treasury and the 
Comptrol.ler General, discontinuing accountable warrants and cover
ing warrants pursuant to the discretionary autho.ri ty of Section 115 
of the Budget and Accounting Procedures Act of 1950, a last major 
step has been taken to waive existing requirements of law with 
respect to warrant processes and, thereby, further simplify central 
accounting procedures. This Joint Regulation, coupled with the 
three previously issued which simplified and improved Government
wide procedures involving the handling of receipts and.the ma.king 
of funds available for disbursement, substantially completes the 
foundation for proceeding with suitable integration of the account
ing of the Treasury and that of the agencies. 

Immediately upon release of the Joint Regulation intensive 
work was begun to develop the details of the previously agreed 
upon accounting system for the Bureau of Accounts, Treasury 
Department. This system of accounts provides for integration 
with administrative agency cash accounts on a checks issued and 
confirmed deposit basis and affo:r·ds a positive means for recon
ciliation of appropriation and fund accounts on a. transaction 
basis. By virtue of a plan under which disbursing officers• 
checking accounts will be establlshed and replenished by means of 
lump sum administrative advices, the recording of hundreds of' 
thousands of individual certificates of deposit will be simplified .. 
The proposed system of accounts provides for establishing a. 
reciprocal account relationship between the Division of Central 
Accounts and the agencies di.sbur1:dng fllllds and with the Treasurer 
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of the United States in a manner which will facilitate reconcil
iation and afford the means of better financial reporting~ Dupli
cation of accounting and account keeping by disbursing officers 
of the Treasury Department and the central accounting group in 
Washington, which was necessitated by previous law, will be 
eliminated. A better basis for reflecting the accountability of 
disburslng officers has been establj.shed. Other details of the 
plan have been generally agreed upon by the Treasury Department 
and the General Accounting Office, and the full plan is scheduled 
for installation as of July 1, 1954. 

other phases of the program for improvement and simplification 
of central accounting processes and their integration with adminis
trative agency accounting, which have either been accomplished or 
are in process, are summarized below. 

one of the features of the overall accounting plan contemplated 
establishment of disbursing officers• checking accounts according 
to disbursing stations rather than by individual officers. This 
step, which will materially reduce the number of checking accounts 
an4 thereby result in savings to the General Accounting Office as 
well as to the Treasury Department, was made effective by Treasury 
Circular No. 926 dated June 30, 1953· A further reduction in 
number of checking accounts will be accomplished by consolidation 
of two or more such accounts into one account for certain agencies 
where it can· be determined that reporting requirements no longer 
require more than one account. 

In order to eliminate the central handling and processing of 
daily transcripts of 6oo general depositaries by the Washington 
Office, a plan was devised to decentralize this function to the 
Federal Reserve Banks. It is anticipated that this plan will 
become effective early ·in 1954. 

To avoid duplicate handling of cash and cash items first by 
the collecting agency and second by Treasury disbursing officers, 
a plan has been initiated under which collections will. be deposited 
directly by the collecting agency instead of being transmitted for 
deposit through disbursing officers. Certain agencies are pre
sently operating under this procedure which is to be extended on 
a progressive schedule to all agencies before June 30, 1954. 

Proposed legislation is under consideration for presentation 
at the next session of Congress to modify the present laws regard
ing both uncurrent (more than one full fiscal year old) checks and 
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substitute checks. Changes are aimed at precluding certain special 
accounting procedures now required by law with respect to the pay
ment and issue of such checks. 

2. Developments in Central Financial Reporting. A project 
to improve the system of reporting the Government's receipts and 
expenditures was started in 1952 under the joint cooperation of the 
Treasury, Budget Bureau, and General Accounting Office. The Depart
ment. of Defense participated in the project because of the size and 
importance of its expenditures. In connection with this project 
a working group interviewed significant users of reports presently 
released covering the receipts a.nd expenditures of the u. S. Govern
ment. The findings and recommendations of this joint working group 
are summarized below. 

Several series of receipt and expenditure data derived on 
different bases and from different sources were developed over the 
years to meet varying situations. Confusion has resulted from the 
general misunderstanding of the differences in what appeared to be 
similar data$ The conclusion was reached that overall reports 
covering receipts should be based upon agency reports of co11ections 
or confirmed deposits depending on the accounting practice in the 
agency, and that expenditures should be based on checks issued and 
cash disbursements made. Since, f'rom a practical standpoint, re
ceipts and expenditures on this consistent basis are only obtainable 
monthly the establishment of a daily budget surplus or deficit is 
precluded.. The integration of agency-Treasury data on the common 
ground of accounting for ca.sh transactions is possible on a 
monthly basis and the monthly budget results should be suscept-
ible of reconciliation with transactions affecting the cash balance 
in the Treasury and the public debt outstanding, after taking into 
consideration such items as checks outstanding, undeposited col
lections, and deposits in transit. 

A program to implement the improvement in the overall receipt 
and expenditure reports of the Federal Government along the lines 
outlined above was agreed to in principle by the Secretary of the 
Treasury, the Director of the Bureau of the Budget, and the 
Comptroller General of the United States. Improve.ments in the 
consistency, presentation and resulting usefulnes·a ·of receipt 
and expenditure data are the major objectives of the program. 
These objectives can more easily be accomplished at this time 
because of simplifications in agency-Treasury relationships achieved 
under the joint accounting program in the accoun·ting for cash trans
actions. 

Regulations covering the necessary agency reporting requirements 
to make timely receipt and expenditure data available on a con~ 
sistent basis for central financial reports of the Government are 
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being developed by the Treasury w:i.th the cooperation of the Bureau 
of the Budget and the General Accounting Office. It is anticipated 
that the first regular monthly suri.1mary showing classified receipts 
and expendi tu.res and the resulting :aurplus or deficit, based on 
such reports, will be published a.t an early date by the Treasury 
Department. The receipts and expenditure data in subsequent annual 
Combined Statements of Receipts, J~xpendi tures and Balances and 
Budget documents will be in agreement with this cumulative monthly 
summary :for each fiscal year because of the consistent basis for 
preparing all three reports. In anticipation of the inauguration 
of this new monthly report, Budget-Treasury Regulation No. l has 
been revised to provide that the detailed reporting of cash receipts 
and expend~tures by appropriation required under this Regulation 
be on the same basi.s as the summary figures to be contained in 
the new report+ 

3~ Integration of Programming, Budgeting, Accounting and 
Reporting. Continued.effort has been directed on a Government
wide basis toward development in the agencies of integrated budget 
and accounting systems that employ common classifications for 
programming, budgeting, accounting, and operational control. This 
work is being conducted under the follow-up improvement program 
that began upon completion of the accounting support surveys made 
in 1950 at the request of the House Appropriations Committee. 

Of the 39 major departments and independent agencies that 
have been involved in this program 20 now employ a budget and 
accounting system that enables suitable budget presentation with 
adequate support in the accounts. The remaining agencies are 
currently reporting on the progress of individual improvement 
programs--except for six in which a formal plan for improvement 
is held in abeyance pending the completion of reorganization or 
sm·vey act.ion~ 

The work under this program has involved surveys of new agen
cies, reviews of agency systems in which budget and accounting 
changes have been made since the original survey, and cooperative 
action in the development of the most suitable structure and 
practices in the budget and accounting area. While needed improve
ments have been made by a number of the agencies involved, con
tinued attention is being given to all to insure that program and 
organizational changes that affect the budget and accounting 
operations are evaluated from the standpoint of the integrated 
system employed. 

Many of the improvements made required changes in the budget 
structure of the individual agencies. In the 1955 Budget Document, 
for example, 42 organization units show budget classifications 
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that were changed in the past year. In 27 cases the appropriation 
pattern was adjusted to simplify the agency's financial structure 
and provide needed flexibility and control. Similarly, the activity 
schedules for 26 units were revised to furnish an appropriate 
presentation of agency functions and permit the development of 
needed accounting support. 

At the same time, efforts have been continued towards identi
fication of operations of a commercial or industrial nature and 
the development of a more informative type of presentation for 
such entities. To provide for adequate disclosure of the results 
of such operations, the 1955 Budget includes 110 business-type 
budget presentations, an increase of 11 since the preceding Budget 
Document. In addition, in order to enable better understanding 
of the nature of these, operations, the 1955 Document will for the 
first time segregate them into two groups, i.e., those established 
for transactions with the public; and those of an internal nature-
for use on an intra-governmental basis. 

With such improvements in agency budget and accounting 
practices and in the Budget Document presentations, information 
:for program and budgetary pur_:poses is more readily available and, 
because of the closer coordination of agency accounts with program 
classifications, data provided for the evaluation of budget esti
mates and the management of agency operations have more significance 
and meaning to the various levels of control. 

4. Check Reconciliation Processes and Related Accounting 
Operations. Prior studies of -Govermnent check accounting processes 
have indicated the possibility of sizable savings if the check 
reconciliation and check accounting operations of the General 
Accounting Office could be completely integrated with the check 
processing procedures of the Treasury Department and the Federal 
Reserve system. Tests conducted definitely indicated that 
combining check payment and check reconciliation processes is 
feasible and that adaptation of basic equipment now employed to 
new procedures would result in improved and more economical methods 
for performing the detail operations involving a yearly volume of 
almost 300 million checks. However, before proceeding further it 
appeared. desirable to explore the possibility of using new htgh 
speed. electronic processing equipment. The large capacity and 
speed of operation of these new devices make it possible to reduce 
costs for data processing operations to a minimum. 

A Joint Committee comprised of representatives from the 
Treasury Department, Bureau of the Budget, and General Accounting 
Off ice was therefore established. to develop a complete program 
regarding the possible utilization of electronic processing 
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equipment in a combinea check payment and reconciliation procedure. 
The Committee arranged for a symposium, which was held at the 
Treasury Department in September, 1953, concerning the application 
of electronic data processing devices to Government check operations. 
Several ma.nufa.cturers of electronic equipment attended the meetings, 
at which time they were invited to study the problem a.na to submit 
proposals to the Connnittee for electronic processing systems to 
perform the check accounting processes. Since the symposium, 
several meetings have been held by the Committee with technicians 
of a number of manufacturers to explore the potentialities of 
their equipment. As of this writing, several companies are 
developing proposals. 

A deadline date of January 25, 1951+, has been established for 
submission of proposals by the electronic equipment companies in 
order that the Committee might be in a pos:Ltion at an early date 
to make recommendations concerning the best available equipment 
to achieve maximum economies in a.n integrated system. The Com
mittee has consulted, and will continue to consult with technicians 
of the Bureau of Standards regarding equipment specifications as 
well as in the analysis of proposed systems. 

In general it is felt by the Committee that sizable savings 
will accrue to the Government upon application of electronic equip
ment to check accounting operations. The experience gained in 
applying this equipment to Government checks should form a base 
:for consideration of similar applica.tions to other large-scale 
data processing in the Government's operations. 

Efforts are continuing to be applied in the direction of con
verting large paper check accounts to punch card check accounts. 
Of 32 million paper checks to be converted to fully punched card 
checks, 15 million thus far have been converted. This has resulted 
in Government-wide annual savings of approximately $350)000, exclusive 
of additional savings of $5.33 per thousand on blank check stock 
ma.de available to the several disbursing agencies to offset addi
tional costs) if any) in the disbursing operation. 

5. Government Transportation Requests and Their Utilization. 
In February 1953 a project was initiated to review and recommend 
improvements in the existing system. used to purchase transportation 
for Government travelers. 

Staff was made available for this project by the Treasury 
Department) Bureau of the Budget and the General Accounting Office. 
Because of special considerations regarding military travel) the 
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project wa~:; originally confined to the ci vilia.n agencies. However, 
the· D0fcm~e Department has furnished liaison representation in 
order that it can take advantage of any improvements developed 
which would be ap1;licable to the military services. 

fJignifica.nt information was obtained from a statistical sample 
of' Government transportation requests. Visits were ma.de to the 
offices of representative cominon carriers and carrier associations, 
and their aid secured. Current practices and policies of various 
Federal agencies ·were studied and their recommendations were 
obtained regarding proposals which were developed. 

Consideration is being given to a plan of handling transpor
tation requests which will provide for the centralized billing 
by carriers j_n lieu of present billing at more than 3,000 locations 
but would still permit the recording of transportation costs at 
these locations where the agencies' accounting is decentralized. 
The plan also contemplates taking advantage of modern machine 
methods to streamline the procedures of the Government and the 
carriers w:l.th resul ta.nt substantial savings accruing to both 
groups in processing costs. 

6. Property Accounting and Procurement Simplifications. The 
establishment of appropriate accounting control over fi.xed property 
and inventories and the use of accounting data more effectively for 
property and supply management purposes at all levels of adminis
tration received continuing emphasis and attention during the year 
in the various agencies. A number of substantial improvements in 
this systems developmental area were made by the agencies in 1953, 
the specifics of which are presented in Part II of this report. 
Such agency activities in the property accounting field are closely 
coordinated with the staff effortr; of the General Services Admin:i.s
tration under its established program for better :property and 
supply management throughout the CkNernment, with respect to which 
the General Accounting Office colla:borates from the accounting 
standpoint. 

As a principal means of carrying out this program for improved 
property management, the General 81:;rvices Administration and the 
General Accounting Office have been cooperating with agencies in 
making surveys of their property a.etiv:Lties and operations. Im
provements are effected as the survey progresses or upon the basis 
of reconnnendations submitted to the agency when the survey has been 
concluded. In 1953 regular surveyE~ of th:Ls type were completed in 
St. Elizabeth's Hospital of the Department of Health, Education and 
Welfare; Depm,tment of Justice; Department of Labor; Bureau of 
Public Roads, Department of Conunerce; Railroad Retirement Board; 
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and Bureau of the Budget. In addition, a surv-ey was ma<le 
in the uew1y established U lji S <> Information Agency to advice 
and &rt1id.ance i.u the establ:i.shment of accounting control over 
ventory arHl equipment. Ah:.o, surveys E.u·e currently under way in 
the~ other constituent. bureat1s and offi.ces of the Department of 
Health, Education and Welfare and in the Weathi;:~r Bureau the 
Depa.:rtmeut. of Commerce(, Including these surveys m.ade the 
past year, twenty such sm~veys ha.ve been completed in various 
agencies since the survey program was initiated .. · 

In the area of procuremefft sj111plif:l.ca.tions the G<;;:neral 
Se1~vices Admlnistration, ln cooperation with the sta:ffs of the 
General Accounting Office, the Bureau of the Budget, and 'the 
Trearm . .t•y Department, completed the foLlowing projects: ( 1) Gom
bin.a.t:Lon Order-Invoi.ce Voucher (standard. size), wh:i.ch :permits pre ... 
paration of the purc.ha.se a11d payment documents in one operation, 
and { 2) GSA circular outlir:dn.g simplif led methods for maldng small 
purchases. This circttlar describes the purpose an.d application of 
four J1nporta.rrt s.im.pl:tfied methods; nameJ~Y !i ( 1) Imprest Fund (petty 
cash), (2) Agent. Cash:ters Fund, (3) Small Form of Combination 
Pu:rche,se Order ... Iuvo:ice-Voucher, and (1+) Standard Size Form of 
Combine.t:Lon Order-Invoice-Voucher., This circular ha:;;i been issued 
to SJ1onsor rn.axlmum appl:Lcation of available simplified methods 
which should result in worthwhile reductions in the cost of 
processing procu .. 1'.'ement and related docwnents and in the el:iru.na.
t.ion of many checks in small amounts.. These developments are in 
implementation of the :recommendations of the Government Operations 
Subcommlttee of the former House Comm.itt.ee on Ex-pendHures in t.he 
Bxecutive Departments (now the House Commit.tee on Government 
Opera.tlons)Q 

Also, during the year regulations were issued by the General 
Services Administration in colla1Joration with the General Ac
counting Offfoe whJ.ch authorized and urged all agencies 'to adopt 
a.net 5..nstall blanket purchs,se arrangements in the interests of 
economy and sim.pliffoaticn of procurement a In addition, regulations 
were issued in connection with "Interagency Use of Local Term Con
tracts. 11 This regulation provj.des for the cooperative use by the 
field office of one executive department or agency of the local 
term contracts of another agency or another off ice of the same 
a.gency,. It also establishes guj.d.elines for local contracting by 
an agency for the eombi.ned needs of seve:i:-a.l agency off ices in the 
area. 

7 b ~3ev1sion of Budg_et:Tr~o.!lrx_J~~~tt .... ~??:.~.. Some significant 
changes were made in Budget·-~Treasury Ec·culation No l, wh:Lch sets 
forth requi.rements for apportionment of app1·opriations a.nd reports 
on financial stat.us~ 11hi1e these changes also clarified few o:f 
the minor provisions of· the Hegulation, pri.~~l2cry cmphast:-J was placed 
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on obtaining more unHormity in agency reporting. All status 
reports are henceforth required to reflect expenditures on a 
uniform checks issued or cash disbursement basis. This was to 
provide a consistent basis with other reports for the Govern
ment as a whole and thus tie into the central financial reporting 
developments in the Treasury Department discussed in preceding 
paragraphs of this part of the report. 

8. Integration of Accol.Ulting and Disbursing. Joint efforts 
are currently being devoted to determine the desirability of 
integrating the accounting and disbursing operc.tions in agencies 
which have a large volume of periodic payments to be made. As a 
result of a study recently completed in the Railroad Retirement 
Board, for example, the Division of Disbursement, Treasury Depart
ment, has delegated check preparation functions and related 
operations to the Board on a test basis to determine the pos
sibilities of economies that might result from such integration. 
Concurrently, a comprehensive review is being made to determine 
whether advantages would be derived from similar action in the 
Veterans Administration. Developments under these projects are 
presented more fully in the applicable portions of Part II of this 
report for the Railroad Retirement Board and the Veterans Adminis
tration. 

9. Modification of Regulations. During the calendar year 
seven new General Regulations or Accounting Systems Memoranda and 
amendments or revisions to twelve existing regulations were issued 
by the General Accounting Office. Subjects covered ranged from 
minor changes in procedural details to matters of major importance 
but each case represented a step developed under the Joint Account
ing Improvement Program to achieve simplification of accounting and 
related procedural requi.rements and resultant economies in the 
agencies. · 

Two of these General Accounting Office Regulations were issued 
pursuant to Joint Regulation No. 4 which is discussed under the 
heading of "Central Accounting" in this Part I of the report. Among 
other simplifications this eliminated the necessity for Treasury 
disbursing officers to check appropriation and fund balances prior 
to payment of vouchers approved by administrative agencies. 

Examples.of other changes which result in savings to the ad
ministrative agencies are as follows: 

a. General Regulations No. 120 prescribed a procedure 
under which administrative agencies may report uncollectible 
receivables to the General Accounting Office'for such final 
action as may be deemed proper and thereon remove such ac
counts from their control records and other active accounts. 
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Heretofore, except in isolated instances, agenc:l.es had to 
account for uncollectible recei.vables regardless of amount 
or a.ge. This Regulation also provided a simplified procedure 
in the accounting for certain collections effected by the 
General Accounting Office. 

b. Supplement N'o. 7 to Accounting Systems Memorandum 
No. 9 established a procedure for consolidating payments to 
the General Services Adminif;tration. Under the revised pro
cedures the purchasing agencies may remit on a monthly basis 
instead of processing payment for each invoice, and adjust
ments for over or tmder charges on invoices in amounts of 

.$2.00 or less were discontinued. 

c. Accounting Systems Memorandum No. 28 authorized 
deposits into miscellaneous recai.pts of a.mounts held in sus
pense of $1.00 or less which were due to individuals whose 
whereabouts are . unlmow.n.. Heretofore, indi vtdual accounts 
for these small payables were maintained with no provision 
for their dispositj_on unless eventually claimed by the payee. 

d. General Regulations No. 118 provided for a !evision 
of procedures in disbursing office operations on a. Government
wide bas:i.s. Several simplif'ied procedures were authorized. 
which on an overall basis will result in more effic:i.ent 
operations in disbursing procedures and more prompt service 
to the general public, particularly with respect to check 
claims. 

e. As a result of further experience under the provi
sions of General R.egulations No. 115, extending the use of 
the voucher-schedule procedure to all agencles for which the 
Treasury Department disburses .r actual annual savtngs to the 
Division of Disbursement, 11.1:r.easury Department, are $148,ooo 
instead of $66,ooo estim.!tted in the 4th Annual Progress 
Report. 
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ACCOUNTING DEVJ~LOPMENTS IN INDIVIDUAL AGENCIES 

FOREWOHI.> - -
The primary objective of the joint program from the outset has .been 

to build accounting in the Federal Government a.s a dynamica1.ly useful 
mechanism for management. The activities of the Federal. Government are 
so varied, va.st a.nd complex that Hma.na.gement 11 cannot be considered a 
single entity or responsibility. By the same token, effective a~ccount
ing must be regarded.as an integral responsibility of each operating 
l'.l.gency, rather than a separable functlon the :responsi'bili ty for "\·ihich 
can be assumed by any single individual or agency of the Goverr.iment~ 

Congress expressed its concurrence with this concept through enact
ment of such basic legislation as the Budget and Accounting Procedures 
Act of 1950, the Post Office Department F1na.ncial Control Act of 1950l 
the National Security Act Amendments of 191+9 and other legisla.tionJ all 
of which placed direct responsibility on the heads of operating agencies 
for developing and installing accounting systems and related procedures 
suitable to their management needs. 'rhis legislation also provide<) the 
means, through cooperative working arrangements of the joint program, 
for coordinating the development of the many such systems with the inter~ 
related needs for effective accounting results at all other poj.nts of 
responsibility j.n both the executive and legislative branches of the 
Government. 

Under these concepts it is obvious that the most fundamental 
element of the joint program_, and the most significant test of :tts 
success, lies in the degree of initiative within each operating agency 
in shaping up its accounting system based on an aggressive internal 
evaluation of management needs 'to be served. 

The illustrations which follow will provide some idea with respect 
t"o the very substantial momentum which the prognim has reached in 195lt 
throughout the individual agencies. These illustrations arein no 
sense intended to be all-i.nclusive, nor is there necessarily consistency 
as between agencies with respect to the degree of detaHed description 
of changes and improvements made. L:i.kewise, it is not the purpose of 
this summary and illustrative report to a.naJ.yze or describe account:i.ng 
shortcomings still to be overcome or to malrn an evaluation of the total 
accounting operations of' ea.eh agency of the Government. 

In the aggregate, the progress reported adds up to a very substan
tial attainment and gives positive ind:Lcation that. the stimulus and 
momentum of the program :is coming from the grass roots of agency opex-a-· 
tions--a primary essential for the accomplishment of the fundamentaJ. 
objectives of the program ana for dealing with the tremendous ,job 
which still lies aJ1ea.d. 
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Dl~PAR11M:ENT OF AGI\ICULTURE 

Departmental 

Active lea.dershJp in the development and improvement of account
ing systems in the Department and throughout the constituent agencies 
has been provided by the Office of Budget and Finance, in cooperation 
with representatives of the individual bureaus and offices and the 
Accounting Systems Division, General Accountine Off:i.ce. 

During the year further efforts were directed towa.rd: improv
ing accounting procedures to provide better contrul over apportion
ments, allotments, obligation::.>, and reimbursements 1n1fl u I.her 
collections; obtaining more direct support for budg•.::L •wtlvi ty 
schedules from the accounts; decreasing a.nd simplH',;,:.J 11g Lhe 
documentation and recordation of transactions by decentralization 
to operating levels thereby eliminating duplication in the handling 
of documents; a.nd supplying information from decentralized operations 
to centralized management through adequate reports. 

Specific attainments include: the depos:i.t of available special 
and trust fund receipts directly into deposita.ries on certificates 
of' deposit without the other supporting schedules previously in use; 
using the voucher schedule for deductions in connection with salary 
payn1ents thereby eliminating the use of an extra document under 
previous practice; discontinuance of the use of schedules of 
collections for the agencies under comprehensive or other site audit; 
consolidation of approximately 45 individual collection limitation 
accounts into one account for inspection service agreements; exten
sion of the simplified monthly payment plan for recurring contractual 
services to all agencies of' the Department for participation upon 
their :request; the review and handling of designated ciasses of 
claims decentralized to the operating agencies thereby eliminating 
duplication in handling; the development of Departmental regulations 
for the ma.na.gement and accountability for personal property which 
have been approved by the Comptroller General and which, upon issuance 
to the agencies, will accomplish a. great forward step in obtaining 
·accounting control over the valuable property assets of the entire 
Department and will al.so assist in uniformly simplifying the documen
tation and record keeping in connection with property accounting; 
also in the accounting unit of the Secretary's Office further 
simplification and reduction of work was made by eliminating individual 
salary obligation records, delegating the authority to authorize and 
approve travel to the staff offices and other operating entities, and 
discontinuing the accounting control record for individual travel 
authorizations. 



In the internal control a survey was conducted of 
all agencies of the to secure current information on 

internal audit programs. The primary purpose of this review 
was to determine the effectiveness of internal. auditing in the 
agencies.that carried o.n such activity and the need for internal 
auditing in those agencies which do not have an audit program. As 
a result of this study it is contemplated that additional. internal. 
audit staffs will be established 

The reorganization of the Department of Agriculture, which 
became effective November 2, 1953, consolidated ~he Agricultural. 
Research Administration and eight Resea~ch Bureaus into an inte
grated AgriculturaJ. Research Service. Accounting improvements and 
simplifications in this area included: a manual covering the 
accounting system for the Bureau of Dairy Industry; the placement 
under general ledger control of personal and real property and 
establishment of the sirrrplif'iea monthly rental payment procedure, 
which consolidates the payments and eliminates the need for invoices, 
in the Bureau of Entomology and Plant Quarantine; the establishment 
of a pilot installation in the Eastern Regional Research Laboratory 
to test a revised allotment ledger procedure in the Bureau of 
Agricultural and. Industrial Chemistry; the placing of all operations 
of the Research Cente.r in Beltsville on a reimbursement basis under 
the working capital fund effective July 1, ·1953, together with an 
expansion of the accounting system to recover all operating costs 
for services rendered. 

With the adoption of the reorganization plan, a much simplified 
budget structure was developed and approved for the affected units 
of the Department. The number of appropriation items was reduced 
considerably and the activities ·were established in a summary 
pattern, thus enabling more efficient and economical operations 
through the reductton in accounting workload and providing for 
more flexi"bility in the use of funds. The Office of Budget and 
Finance has aiready started accounting systems work in the areas 
affectea by the reorganization of the Department. This work will 
progressively increase, and active participation by representatives 
of the Accounting Systems Division of the General Accounting Office 

· will be anticipated in the development of the accounting systems 
and internal. audit programs that will be required for the following: 
Agricultural Research Service; Farmer Cooperative Service; Agricul
tural Conservation Program Service; Agricultural Marketing Service; 
Connnodity Stabilization Service; Soil Conservation Service; and 
Farmers Home Administration 

Administration 

Survey and review of the administrative accounting of the 
Farm Credit Administration was begun early this year in cooperation 
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with the Departmental Office of Budget and Finance. The survey and 
rev-iew included considerat:Lon of a complete manual for a.dministra
ti vc accounting which had been developed and subm:i.tted to the Office 
of Budget and Fina.nee fqr approval . 

. Effort was given to all phases of fiscal operations pertaining 
to the admin.istrativc functions, and particular attent:ion wa.s given 
to the a.rea.s of (1) distribution of administrative and supervisory 
costs which were not bej.ng cha.rged direct, and (2) machine a:pplica
tions being used in the accounting operations. The matter of 
distribution of administrative and supervisory costs directly 
relates to the assessment of charges against banks and corporations 
for services a.nd· supplies received. These assessments represented 
approx:i.mately 84 percent of the agency's budgeted funds, the 
remaining 16 percent .of the funds being provided by direct appro
priation ~.de for the research activities of the Cooperative 
Research and Service Division. 

Prior to completion of the survey ana review, the Farm Credit 
A.ct of 1953 was enacted. This law provided for the Farm Credit 
Admj.nistration to become an independent agency on December 5, 1953. 
It also provided. that the Cooperative Research and Se1~vice Division 
be transferred from the agency on the same date, but retained i.n, 
the Department. One ·or the results of this lee;islation was to 
eHminate from the agency funds the direct a.ppro.priation for the 
transferred division and to leave only those funds received from 
assessments against the Federal Lana Banks and other Farm Credit 
corporations. 

These changes should pave the way to simplify the accounting 
system for the agency during the coming year. 

Farmers Home Administration 

Under FHA's Management Improvement Program the functions and 
responsibilj_ties of State and Area J.i'inance Office Councils were. 
redefined and a new system rJrescribed for initiating and reporting 
on local projects and improvements. 

The National Office staff has gone forward with a continuous 
review, revision and reorganization of policies, procedures, and 
forms relating to loan making activities, supervision of borrowers, 
internal audit, personnel and procedures which have resulted in 
considerable simplification and improvement in operations. 

A review was made of the procedures pertaining to county office 
records of accounts, billings, collections, refinancing, delin
quent cases, liquidations, debt settlement, etc., to coordinate and 
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consolidate the procedures wherever: pra.cticable.. This resulted in 
reorganizing and consolidating the 1account servicing procedures which 
are in the process of being releas~d. The method of reporting the 
liquidation of Farm Ownership Accounts was revised in that the Area 
Finance Offices will keep the reco~ds u:t:id develop the required reports, 
thereby relieving the 40 state of:f~ces of this detail work. 

Debt limitation control dates ivrerq~ established and will be 
printed on a.ll statements and tri~ 'be1~la.nces where they are applic
able. This information will enable, loa:n approving officials in 
1, 700 county offices and l~O state· offi.c,es to promptly determine 
compliance with the 7-year debt lim~.ta:tion contained in the 
Bankhead-Jones Farm Tenant Act, as amended, which became effective 
November 1, 1953, and thereby check the eligibility of approximately 
~.o ,OOO subsequent loan borrowers ea,ch year without reconstructing 
the financial history of each borrO'wer from the various records in 
the docket. 

To assist the General Accounting Office audit of the agency 
records, the internal audit program. and supporting work papers 
have been revised toward meeting the General Accounting Office 
requirements . This should provide ·cne GAO audit personnel with 
better means f'o'r appraising the act:Lvities and effectiveness of 
the agency's internal audit work apd may result in less detail 
audit by GAO. 

Under the current reorganizat;lon of the agency it appears that 
the four area. finance offices will be consolidated into one opera
tion at St. Louis, Missouri. ·when accomplished, consideration will 
be given to changes that may be necessary to carry on the accounting 
function for the agency. 

Extension Service 

As a result of a survey of its accounting and financial 
management procedures made by the Office of Budget and Finance of 
the Department, the Federal Extension Service adopted and placed 
into effect as of July l, 1953, recommendations for an improved 
ana simplified accounting system. 

The basic features of the new accounting system are (a) pro
duction of more current and effective reports and information for 
management purposes; (b} placing of responsibility for controi of 
funds at the level where operational and obligation authority is 
vested; ( c) replacement of conventional all.otment ledgers-. 1~ith 
improved and simplified obligation control methods; (a) direct 
support for.and complete integration with budget classifications 
and processes; (e) elimination of repetitive recordation;'and (f) 
improvement in accounting control over property. 
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Immediate benefits realized include: the elimination of 130 
ledger. accounts; the completion of more informative operating state
ments approximately one week earlier than under the old system; and 
the reauction of 90 percent in advice of opera.ting change documents. 
Additional improvements and savings are contemplated a.s more ex
perience is gained with the new system. 

The system has been ma.nualized for submission to the GeneraJ. 
Accounting Office for approval. 

A simplification of the appropriation structure of the 
Service has resul tea from the enactment of Pub.He La.w 83, approved 
June 26, 1953, which consolidates and codified the various acts 
authorizing work of the coonerative extension service, through 
amendment of the Smith-Lever Act of May 8, 1914, and the repeal of 
nine other acts, all of which authorized separate appropriations. 
Two a1lpropriation authorizations are now provided, one for exten-
sion work in the various states, Alaska, Hawaii, and Puerto Rico, 
and 01;ie for Salaries and Expenses, F'ederal Extension Service. 
Follm:ring through on this revision, the activities were reduced in 
number to permit simplification of the fiscal a.nd budgetary procedures 
and an attendant reduction in workload~ 

In the area of internal a.udi t improvements a survey is bei.ng 
made to determine the scope and procedures of the annual examinations 
by Federal Extension Service personnel of cooperative extension 
work of Land Grant Colleges. To accomplish this survey a committee 
has been established within the Federal Extension Service with a 
representative of the Office of BudBet and Finance of the Department 
serving in an advisory carx1ci ty. 1rhe committee objectives are to 
(l)' study present procedures and scope of examinations; (2) deter
mine methods to be followed prior to and during an examination to 
assure proper and economical use of Federal funds and state and 
local funds; .qnd (3) develop a manual of examination procedures and 
reporting requirements. 

~ 

Effective July 1, 1953, arrangements were made whereby 
Cooperative Farm-Forestry Funds, formerly used by Extension Service 
to pay partial saJ.a.ry paymentq to 55 Federal.-State Cooperative 
employees, would be paid in advance directly to the states in a 
similar manner to other state payments. rniis resulted in a. reduc
tion in the payroll operations in the Washington Office of Federal 
Extension Service. 

Forest Service 

The current year's accountj.ng "improvement ef:fort in the Forest 
Service ·was directed for the most pa.rt to reviewing and adapting 
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regional offices to the decentralized accounting and reporting 
requirements, and other improvements, which took place in 
previous year. However, in continuing efforts to further improve 
the overall accounting structure of the agency, .a pilot installa
tion was started in three National Forests to determine the 
practicability of,. further decentralization of accounting for each 
Forest from the regional level to the forest level. 

Also, a pilot installation was started in one region for the 
purpose of attempting to improve the accounting and internal control 
for revenues. For this purpose memorandum accounts were established 
to reflect at the regional level accounts receivable and a break
down of earned and unearned collections. A segregation of respons
ibili ti.es and functions in the collection procedures is also a 
part of the .test. These revenues and deposits totaled approximately 
$75 million in' the fiscal year 1953· 

Experimental installations were also started of the imprest 
cash fund procedure in a number of field installations to dete:rmine 
the practicability of this procedure for use throughout the Forest 
Service. 

These pilot installations are expected to be completed during 
the next calendar year. 

Office of Information 

Signir1cant accounting improvements accomplished in the 
Office of Information result from the installation of a newly 
designed and developed accounting system for the reimbursable 
activities of the Motion Picture Service. The installation of 
the system was completed during the first part of the year and as 
a consequence of recorrnnendations and conclusions reached during a 
jointly conducted comprehensive survey and study_ made in the agency. 

The system embodies commercial and cost accounting principles 
including the accrual basis and provides for the monthly prepara
tion of balance sheets, income and expense statements, and other 
essential financial statements and reports. The system has pro
vided, among other things, immediate advantages in determining the 
adequacy of the rates used in billing other agencies and depart ... 
ments for services and supplies rendered. This one advantage alone 
will be of increasing importance to management when the potentiali
ties of the system are fully utilized within the Office® 
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Immedio.:te' advantages and benefits sterroned from a production 
C()St analysis which disclosed that the rates were inadequate for 
recovering costs. Rates were immediately adjusted to reflect the 
actual costs and to the~eby prevent impairment of the working 
capital fund used to finance the reimbursable operations of the 
Service. 

Further accounting improvement within the Office of I.nformation 
resul tea from changes :i.n the general and allotment ledgers. Revi
sions were made in the general ledger accounts and a new chart of 
accounts has been provided. The revisions include a new net worth 
account str:ucture, reimbursable accounts for both working capi ta.l 
funds and appropriated funds, and a realignment of the accountse 
An improved allotment ledger system was installed and the number 
of accounts was reduced from 118 to 9. This consolidation decreases 
the time and ~xpense required in ma:i.ntaining and reporting obliga
tions and expenditures. rrhe changes in the two ledgers have made 
possible: an improved method of recording financfo.l transactions; 
elimination of numerous memorandum records previously ma:l.ntained; 
and better disclosure of the financial results of operation. Steps 
have been taken to simplify the budget presentation for the operating 
appropriation of this Office. The number of activities has been 
reduced·, thus enabling a further simpl:Lf:i.cati.on of the budget, 
accounting and reporting procedures. 

Studies of the Administrative Services Dl.viaion are being 
made for the purpose of determining the best possible basis for 
distributing overhead expenses to the various activities of the 
Office of Information. While no definite determinations have bee?\ 
made to date, the studies have substantiated the adequacy of the 
overhead expenses now being distributed to the Motion Picture 
Service reimbursable activities which carries approximately one
third of the administrative overhead. 

further development and improvement will be pursued objec
tively with a goal of completion of the accounting system and 
implementing procedures, and preparation and approval of the 
accounting manual auring the next calendar year. 

Office of the Solicitor 

An accounting manual was developed by personnel of the 
Solicitor's Office for use of the agency as a guide in reflecting 
the financial transactions and the development of operating reports 
and financial statements from the accounting records. The manual. 
has been used by representatives of the Office of Budget and 
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of Agriculture and the General Accounting 
survey of the fiscal operations. 

and recommendations have been ma.de 
budgetary control and 

for budget activities. 

now under and """""' ........ v•i;i> 

manual covering the accounting 
Accounting 

of. the Administration, effective 
functions the Controller's 

~~l~~~~~c~~~:u to an Administrative and Loan Accounting 
Auditor, both reporting directly to the 

accounting functions to 
and the review of borrowers' accounting 
to the operating divisions-

has continued to review and refine its 
records ·and procedures, moat of which have been in 

on a test basis, incorporating numerous internal 
controls suggested by that experience. The chart of 

accounts was to include accounts for administrative funds 
in addition to for loan funds, and the whole effort is being 
directed towards the embodiment of all of the records, procedures, 
and accounts into a unified formal manual. This should be accom
plished and the manual submitted for approval of the Gene:t'al 
Accounting Office in 1954. 

A total of 10 man-years in the Loan Accounting staff 
was effected over the conversion period by adoption 
of a punched-ca.rd system for loan accounts, the saving being only 
partly by increased machine rental. There remains only 
about 500 to be converted, of the total of approximately 
10,000. 

Simplifications during the year have included the reduction 
from 17 to 3 alphabetical-group subcontrols for the 1,000-employee 
:payroll, With the divisional distribution now being fur-
nished by a punched-card sort or tabulation. Also, the use of 
special envelopes has facilitated the handling 
of borrowers' and speeded their deposit@ 

In order to integrate the accounts with the budget classtffoa-
tions, which were simplified this year, a determina,tion was 



- 31 -

made that direct accounting support therefor will simila.rly be 
divided only as to electrical .. telephone, and general a.dministra- · 
tion activities. Any statistical anaJ.yses of these activities may. 
more easily be furnished by memorandum records a.part from the 
general ledger. Adequate methods, of course, will need to be 
developed for the disb·Lbutfon of administrative costs to program 
activities. 

During the year) a form was designed for the publishing by REA 
of the annuaJ. report of its borrowers' statistical operating data 
under the Electrtc t'rogram, so devised as to present the informa
tion which would normally be required of them by the Federal Power 
Commission. By this means, the F1ederal Power Commission has been 
able to waive a separate report, thus eliminating the duplication 
of reporting effort on the part of the borrowers as well as the 
Government as a whole. 

Soil Conservation Service 

In connection with the previous decentralization of the general 
ledger accounts to the regional offices, further improvements in 
reporting and simpliffoation are being developed through the re
designing of the reports taken :from the regional records so that 
regional summary information can be consolidated by a shingling 
and photographic process. 

The revenues received each year from the use of land held 
under Title III of the Bankhead-Jones Farm Tenant Act have not been 
unaer accounting control auring the receivable stage. To correct 
this deficiency uniform procedure describing the method to be used 
for setting up, in the regional general ledger, the receivables 
:for this income and their liquidation was develora:-d a11d placed 
into effect. 

Al though anticipated appropriati~on reimbursements had bee.n 
included in the quarterly apportionments, difficulties had been. 
encountered at the state office level in trying to measure reim
bursable work with estimates because state allotments did not 
include such anticipated receipts. To overcome this difficulty a 
new allotment ledger sheet was developed to provide the recording 
of allotment obligation limitations in addition to appropriated 
funds, thereby including anticipated apportioned reimbursements. 
A general ledger account for use at the regional. level was alsO' 
provided for control on the anticipated• collections. 



in line with the decentralization· of accounting responsi
offices, collections for gas and oil rents and 

received from agencies of the Department. of Interior are 
into regional accounts of the Treasury thereby 

the rehandling which was required in processing them. 
the Washington, D. c., central office of the agency. 

To decrease work of the disbursement activities of the 
the'simplified system of making payments under :recurring 

monthly rental contracts approved by General Accounting Office for 
the was adopted by the agency. This consolidated a;pproxi-
mately 1,100 separate monthly payments into 48 payments each month 
and eliminated the use of and the processing of over 1,000 
vouchers each month and also has .. made a very favorable impression 
on the public lessors because they are no longer required to submit 
certified billings to obtain payments of the rents due them .. 

some changes in the accounting operations will be 
required, as the regional offices of the agency were eliminated 
November 1953, under the reorganization of the Department of 
Agriculture, it is anticipated that the transition will be taken 
in stride with further decentralization of the accounting and 
reporting :responsibilities to the Soil Conservation Service state 
office level of operations. 
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DEPARTMENT OF CG1MERCE 

Bureau of Census 

A cooperative study of the Burea.u•s accounting system, methods, 
procedures a.nd related operations was made by personnel of the 
Bureau, the Office of the Secretary of Commerce and the Accounting 
Systems Division of General Accounting Office, and a report of 
findings and reconnnendations submitted by the Secretary to the 
Director of the Bureau. 

Recommendations put into effect include strengthening of in
ternal controls over the r~ceipt and custody of cash collections; 
establishing maintenance of general ledger equipment accounts on 
a. current and accurate basis; improving accounting control of 
receivables; elimination of duplication of voucher-invoice records; 
and combining files of documents used for auditing with files of 
unliquidated obligations documents, 

other recommendations now in the process of development include 
revision of the time reporting system to utilize a single form of 
positive time reporting for purposes of payroll calculations, cost 
distribution and work measurement information f9r management; 
modification of the accounting system to provide for the adoption 
of the accrual basis, including development of -cos·t data; the 
establishment of policy for capitalization of property acquisi~ 
tions; and the standardization of storeroom practices. 

Bureau of Public Roads 

With the assistance of the Bureau, a property accounting 
survey was conducted jointly by the General Services Administration 
and the Accounting Systems Division of the General Accounting 
Office. Recommendations agreed to by the agency will bring about 
elimination of duplicate recordaU.on; reduction of the ntunber of 
forms used; better documentary flciw; elimination of pricing of 
issues of stores; and establishment of financial control on items 
of non .... expendable nature through direct postings by the Accounts 
and Audits Branch from basic docUIJ1ents. 

Business Services 

The reorganization of the Bmdness Services programs of the 
Department, which resulted in the creation of the Bureau of Foreign 
Conunerce, Office of Business Economics, and the Business and Defense 
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was f ollo:Wed 'by the adoption of a single 
of the bureja.us with an activity presentation 

rendered. This action provides a. 
...... ~ .... ,....""',,.... p:resen~a.t:l.on for the involved. 

the Maritime A.dlld.nistratiqn, with the assist~ 
of the. Secreta:r:ty, :D~~partment of Commerce, and 

~............... !>o-:'"lll"el"ll"QTl'IO Di vision of' the General Accounting Office, 
"'•~4' ....... ""- a. survey of'" its a.ccounti.J.lg system and, as a result, put 

the following improvem$"JltEJ a.s of July l, 1953: 

(1) revision in the cha.rt of accounts to permit a 
better recordation of transac:t:Loion by types of funds and the 

of financial statements directly from. the books 
of accounts; 

( 2) based upon determina:ti<ms that the decreased volume 
of transactions no longer justified the use of tabulating 
equipment, books of original entry were simplified and 
changed from a tabulating to a manual process and the use of 
punched cards in the account~ng system was eliminated, ex
cept for those accounts requiring statistical analysis; 

(3) considerable reduc~ion in the number of distribu
tion accounts used for internal purposes; and 

(4) simplification and great reduction in the coding 
used in the classification of transactions. 

During fiscal year 1953 agency wide personnel in the Division 
of Accounts was reduced from 210 employees on Jurie 30, 1952, to 

on June 30, 1953· The reduction of 63 employees is 
attributed by the agency, in part, to r.evisions in methods and 

previously adopted, although the decrease in the volume 
transactions has also been a factor. The agency is of the opinion 

that the above described improvements will permit it to effectuate 
economies during the fiscal year 1954 over and above those 

obtained during fiscal year 1953· 

Effective July l, 1953, a procedure for the establishment and 
maintenance of annual fiscal plans was initiated.. The procedtire 
provides that each responsible official will. have an annual vlork 
program., supplemented by an annual fiscal plan showing budgetary 
requirements of the work program; and that top management will be 

~~~·J~~·~ periodic reports showing program and fiscal progress. 
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DEPAHTMENT OF DEFENSE 

The Office, Secretary of Defense, provided general policy 
guidance, assistance} and. direction to the accounting improvement 
prograr11s of the military departments during the year. Below are 
listed the major improvements which have taken place in the operat
ing military departments: 

Department of tpe Army 

One of the major accounting improvements effected during the 
year was the development of a financial property accounting system 
for world-wide inventories of the Army Establishment. Under the 
financi.al property accounting system, all supply transactions are 
expressed in terms of dollars as wel.1 as items. Appropriate 
accounts have been developed during the year to reflect in financial 
terms the value of all property received by the Army Establishment, 
held in inventory, and issued or sold to consuming organizations or 
activities. The installation of the system is being accomplished 
in three phases: (1) continental U. s. depots; (2) continental 
U. S. posts, camps and stations; and (3) selected installations in 
overseas commands. In May 1953 the initial phase was inaugurated 
with the assistance of several public accounting firms. The system 
is now installed in all technical services except the Ordnance Corps 
which will be completed during the first few months of 1954. During 
the last quarter of the year, the necessary ground work was com
pleted to insure the installation of the second and third phases 
with the least possible delaye 

In connection with the .financial property accounting program, 
a simplified method of documentation and stock selection is being 
developed to facilitate the accumulation of fina.ncial data. This 
simplified method has been installed in several depots. 

The primary objective of financial property accounting is to 
provide the Army supply management with better financial management 
data to accomplish its supply mission. Specific advantages attain ... 
able through the use of such data by mana.gement a.re as follows: 

.(1) overall control of the investment in supplies and 
equipment; 

(2) determination of sup:ply potentialities; 

(3) review of stock status and activity in relationship 
to programmed ob,jecti ves and requirements; 

(4) control and allocat:ion of stocks among the funding 
programs; 



status of mobilization reserve; 

made in disposal of excess and 

to accurately the probable savings 
from more effective supervision of ~~,~n~,,~~~m~•~T 

with the aid of the necessary financial data--
some (60%) percent of available Army funds are in-

in or scheduled for procurement of supplies and equipmente 
A reduction of investment of only ten (10%) percent would approx-

over one billion dollars· .. 

The successful accomplishment of the financial property ac
counting program should materially assist the Department of the 
Army in effecting further sound and basic improvements designed 
to bring about a greater degree qf integration between its program. 
operations and procurement and accounting functions, including an 
expansion of the A:rn1y Stock Fund.. During the year two additional 

of Army supplies were brought under the fund. The Army 
Stock Fund is a revolving fund established for the purpose of 
providing a means for consolidating the 

and accounting for, the acquisition, holding, and sale of 
common-use standard stock items of materials, supplies and equip
ment, included in the Army supply system. On July 1, 1953, Sub
sistence was included in the Quartermaster Division of the fund 
and the Medical-Dental Division was also established. These 
divisions include only the stock located at the Technical Service 
depots. Plans have been completed to establish stock fund divi
sions for depot stocks for each of the five remaining Technical 
Services by July l, 1954.. Plans are also under way to establish 
stock fund principles covering inventories at posts, camps, and 
stations in overseas commands. 

Fourteen detailed management engineering 
during the year.. The surveys include 

of activities: 
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( determination of the basic and detailed financia~ 
and operational controls necessary to provide executives a~, 
the installations, Technical Service, Department of the Arro.y,, 
and Department·of' Defense levels with adequate and meaningful 
information with which to exercise daily judgment and to per• 
form periodic review and analysis; 

(2) development of an industrial-type system of general 
and cost accounting and control techniques to fit the needs, 
requirements, and mission of each activity, maintaining the 
maximum degree of uniformity consonant with the differing 
missions and requirements; 

(3) preparation of a complete detailed accounting manual 
covering all phases of the accounting system for each instal
lation or activity. 

Five of the surveys conducted at Ordnance Arsenals· were per
formed by a finn of Management Engineers. An industrial-type 
accounting system has been developed and wil1 be in operation at 
all five Arsenals during the first quarter of 1954'.. Of .the remain
ing nine surveys conducted by Department of the Army personnel, 
three a.ctivitie·s are scheduled to begin operations under the 
Industrial Fund during the first quarter of 1954. Charters were 
approved and operations begu..n under the Industrial Fund a.t the 
Dugway Proving Ground, the Diamond Ordnance Fuse Laboratories, and 
at the Maintenance Division, Jeffersonville Quartermaster Depot. 

In addition, nineteen feasibility surveys were conducted at 
industrial activities those under the jurisdiction of 
Ordnance, Chemical, Transportation, Signal, Engineers 
and the Second Army survey is conducted to deter-
mine the practicability of financing an installation or activity 
under the Industrial Fund System and is preliminary to a detailed 
management survey in those activities found suitable to the In
dustrial Fund concept 

Some of the benefits derived at activities operating under 
the Army Industrial Fund through improved management control have 
been increased efficiency, reduced production costs, reduced over
time a.nd the reduction of excessive inventories. The Army In-
dustrial Fund program has a deal of impetus during 
the calendar year 1953 and enters 1954 with a firm program indicat
ing that twenty-six (26) activities will be opera.ting under the 
fund by July 1, 1954.. The Department reported that economies and 
potential savings approximating $3,000,000 have been achieved by 
the seven (7) activities operating under the Army Industrial Fund 
during the calenda~ year 1953. In addition, the improved manage
ment control attained through the Industrial Fund System highlighted 



of levels of inveritories, which management 
than $7,QOOtcOOO during this period. 

Integrated Installation Accoutjtint~ a.nd Disbursing.. During the 
procedures for the integratio14 at J.nstallation level of appro'."" 

and payroll ,accounting and disbursing were 
\;0.,£.\,,#IJ ........... and tested at Ca.mp Rucke~ ~ Alabama, and at the Atlanta 

1 

Evaluation of the ~E!St~s resulted in approval of the 
for general use throughout the Army and conversion to 

the new system has been ma.de at seven ('7) :i;nstallations. Current 
call for conversion of all Class I installations (those tinder 

the control of the continental Arm~ cominanders) by June 30, 1954 .. 
Plans are also being made .for the ad.option of the new application 

all Class installations (those under the control of the tech-
nical services or other headquarte1:r~s o:e the Army agencies) .. Under 
the new procedures appropriation and expenditure accounting pre• 

performed in several separate offices is combined in one 
office providing not only reduced o~re:rall cost for the performance 
of the functions, but also: 

(1) more current, reliaple, and complete appropriation 
and expenditure data than prev:tously existed; 

(2) improved internal controls and elimination of 
duplicate record keeping and other related financial functions; 

(3) a. flexible system and organization which will provide 
a basis for the development of a completely integrated system 
of installation accounts which should ultimately include 
property accounting, cost accounting, and other accounts. 

It is premature to estimate the savings in manpower and dollars 
until the conversion is completed. However, econorri.ies and potential 
savings may conservatively amount to several million dollars an
nually by the elimination of presently duplicated accounting prac
tices .. 

Improved Civilian Payroll Procedures. During the past year 
the Army has developed, tested and evaluated improved and simplified 
civilian pay-roll procedures that will increase the efficiency of 
paying civilian employees in the Department by approximately one
third This system is based upon improved methods and procedures 
which are in accord with accepted commercial accounting practices 
and which utilize the latest developments in the accounting mach:i.ne 
industry. To install the system, where applicable throughout the 
Arrrry Establishment, a pilot installation has been established in 
each of the major commands. Target dates have been established to 
achieve a staffing·ratio of one employee in the payroll office to 
300 employees serviced for payroll purposes by July 1, 1955. This 
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will reduce the cost of providing payroll services from approximately 
$16.oo to $12.00 per year per employee paid amounting to an annual 
saving of over $2,000,000. 

Improved System of Financial ControLJor the Ordnance Corps. One 
of the major projects initiated during the year was that of develop
ing an improved system of financial control for the Ordnance Corps 
to prmride : 

(1) a coordinated system of programming, accounting and 
budgetary reporting designed for the application of funds ad
ministered by the Corps; 

(2) cost and other financial and statistical information 
essential to the proper control and administration, of the mis
sion and activities of the Ordnance Corps, including financial 
accounting and control of properties and inventories; 

(3) accounting support for budget estimates; 

(4) a basis for verification of the accountability of 
officials administering public funds and property; 

(5) standard and uniform financial statements and reports 
to summarize the information required by Chief of Ordnance. 

This project, which was initiated at the request of the Secre
tary of Defense, will extend over a period of approximately two 
years and will encompass all operational corrffaa.nd responsibilities 
of the Ordnance Corps including procurement, production, operation 
and maintenance, and research and development activities. The 
project will provide a basis for revision and/or development of 
similar types of financial control systems in other related areas 
and commands .. 

General.. With the objective of improving financial manage .... 
ment within the Array, a project to develop a uniform classification 
of accounts to integrate management program. areas with the 'budget 
structure has been initiated and currently is in process of ac
complishment.. When completed, 'the proposed structure will provide 
for uniform announcement of plans, policies, and objectives; for 
proper development of the budget; for an improved classification 
of expense accounts; for better manpower control; and for per
formance analysis .. 
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ineers . Civil Works 

Corps of .&OA.U,f"l.•JU.t;;;;i ..... 

system of budgeting, 
Works activities •. 

development by 
which provides that 

-~·~~·~4''~w- and reporting clearly between 
for investigations, construction, operation, 

aQ.ministrative, and other phases of its civil 
Around this pattern a system.has been developed which 

budget of work planned with provision 
on accomplishment based on accounts to be maintained 

ac1ce1J~E!a principles and standa,rds .. 

To obtain a sound basis of budgeting and reporting the various 
of and functions of the Corps were studied and 

uniform classifications of the features, activities, other ap-
segments of' each type were established.. The same clas

sifications were adopted for estimating cost in planning, budgeting, 
and programrning, and in accounting for costs incurred .. 

The established a revolving fund to handle services and 
fu.i.--nish and other common services to the various projects 
on a reimbursable basis.. The Corps had utilized a similar method 

such "common" service and supplies, but the new re
fund was established under the Fiscal Year 1954 Appropria-

tion Act on a defined basis with special unifonn provisions 
for and reporting the activities. 

A complete system to program th~ work to be accomplished was 
developed, which both modified existing procedures and established 
new in scheduling and planning immediate and long-range 

programs by the Corps.. On these program schedules the basic 
estimate of the plan of work to be performed is coordinated to 
conform wlth the receipt of available fttn.ds, and the work is then 
scheduled to provide for the most economical and efficient rate of 
progress commensurate with all these fact.ors. 

Cost and progress reports have been developed which provide 
for timely information to be reported to permit comparison of the 
work plan with work accomplishments, and provide a basis for 
administrative action in order to complete the work on schedule, 
within the llm.its of the program, and make necessary adjustments 
for changing conditions. 



- 41 ... 

The system is designed to account for the Corps' functions on 
a decentralized basis at District, Division, and the Chief of 
Englneers Offices. 

The accounts are designed to provide for an integration of 
cost and all proprietary accounts with the fiscal accounts and 
records which exercise fund control.. The tie-in is effected 
through general ledger control accountso The accounts are main· 
tained on an accrual basis-'""when goods and services are received 
or rendered. Cost of construction, operation and maintenance and 
related expenses are taken into acc.ount on an applied basis .. 
Materials and other unapplied i temH ri r.·0 carried in appropriate 
accounts pending application. Incurni .. ~ 11-1 taken up as earned, to 
the extent practicable. 

Appropriation transactions are reflected from the time 
received, through obHgation, liqu1dation, and expenditure; and 
for receipts collected and funds returned to the Trea.auryo Like
wise, the disbursing officers• accounts are tied into the other 
accounts of the Corps to provide for a complete inter-related 
accounting for all transactions involving the Government's fund.a 
for which the Corps is responsibleo 

Accounts are provided which classify the various categories 
of plant, property, and equipment in service and in construction 
work in progress. Insofar as practicable the accounts a.re intended 
to furnish information requested by the system of accounts pre
scribed by the Federal Power Commi.ssion for electric utilities, 
including interest on Federal Investment a.nd depreciation of 
multiple purpose (including power) facilities .. 

Work on the revised syste.m was started in the early summer of 
1952 with the initiation of changes in the appropriation structure 
and starting the above-mentioned uniform clasaifications.. 1rhe 
major part of the development, however, was carried out during 
this year. 'rhe Civil Works Programs Development Branch prepared 
and submitted its part of the President's budget for the Fiscal 
Year 1954 on the revised basis under the new appropriation pattern. 
As of July 1, 1.953, the improved programming, budgeting, and 
accounting techniques and related procedures were put into effect. 

A draft of a Program and Accounting Manual was prepared on the 
new system which has served as a gulde in the installation and. sub
sequent operation of the system. The programming part of the Manual 
is substantially complete but the eng:i.neers of the Programs Develop
ment Branch believe that some changes and reduction in reporting 
requirements are necessary to effect economies; and have initiated 
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such action The accounting part of the manual was not complete 
at the of changeover to the revised accounts but is ex-

to be in final draft form this coming spring. The Engineer 
has also expressed the intent to make changes to stream-

the revised further to accomplish all simplifi.cations 

An of the work accomplished should include recog-
nition of the scope of the many changes made and the number of 

affected The changeovers were made in 41 District 
Offices, as well as in the Office, Chief of 

Under the Budgeting and Accounting Procedures Act of 1950 the 
. revisions to date were made by the Corps in cooperation with repre

of the Bureau of the Budget, the Treasury, and the 
Office .. 

The Appropriations Committees of the Senate and the House of 
of the 83d Congress, 1st Session, expressed satis• 

faction with the system as indicated in the followi.ng quoted ex-
tracts from respective reports on the Civil Functions, 

of the Army, Appropriation Bill, I!'iscal Year 1954: 

Senate Report No. 456. "The Corps of Engineers has revised 
the format of their budget presentation since last year. The 
committee commends the corps and the General Accounting Office 
for of a revised programing, budgeting, and re-

and the necessary accounting revisions. These 
not only give the Congress a clearer picture of 

the funds requested, but will provide the Corps of 
, and the Congress an opportunity to compare the pro

with actual accomplishments during the course of the 

"The Corps of Engineers is to be com
of the budget and the presentation 

of the various appropriation requests. 
the Congress and interested citizens a 

of the various civil works projects, 
v~~b·~~ activities of the Corps of Engineers and 
data on the several ·projects. Such a presentation 

by a different method of accounting recently 
of Engineers with the cooperation of the 

Office. The committee believes that agencies 
construction field could well study the operation 

and commends it to other agencies in the con
struction fleld.," 



Perhaps the major development 
in work devoted during the current 

budgeting and accounting sys.tem on 
an accrual basis all assets, liabilities, income and 
expense of the Air Force Material assistance is being rendered 
to the project by representatives of two international public ac-
counting firms and the Graduate School of Business. A 
brief summary <)f the basic principles under which the system is 
being developed is as follows: 

( of data into a single account-· 
ing system for all purposesp 

(2) recognition of the differences between the control 
of obligations (procurement of resources), and the control of 
costs incurred (resources consumed); 

(3) realization that the control of resources consumed 
and control of resources on hand is the most effective way to 
control procurement; 

(4) provision for monetary controls over inventories 
and the receipt and disposition thereof; 

(5) max~num simplicity and flexibility; 

(6) providing the operating manager in the field with 
data which wil~l permit measurement of performance results; 

un:Lformlty of accounts to permit summarization, 
and consol:lda:tion at each level of responsibility; 

(8) practicability and. usefulness of the system under 
full wartime conditions<; 

Three major commands were selected to organize project tea:m.s 
to develop their ideas of such an accountlng system for one base 
within each command These initial studies have been received and 
based upon the results thereof the financial control system is being 
developed., The implementation of the new system will be of nect":s
sity a long term projectw However, the establishment of monetary 
controls for inven.tories :is now process and other parts of the 
overall program are be:Lng 1mplem.ented.. Therefore, even though the 
proposed financlal control system will not be completely effective 
for some tim.e, advantages will be experienced progressively during 
the installation 



Of this 
~v~~¥d'-~~~~~e towards 

of supply ac1001rn1~in~~ to 
depot level; 

tie-in expenditures of appropriations to the input 
in the supply system; 

( development of plant accounting for depots; 

( 4) establishment of "in-.transit '' control of inventories; 

(5) of supply and plant accounting at base 
leveL Work on this'project has progressed to the point of 

at one base monetary supply accounting for all 
stores in stock and the scheduling of simila.r accounting at 
all Air Force Bases by April 1, 1954~ 

The Aviation Fuels Division,,. Air Force Stock Fund, began oper-
ations 1953 The fund controls world-wide d:i.stribution of 

Force aviation fuels and some indication of the magnHude of 
is shown in that the estimated sales for :fiscal yea1· 

to exceed $600,000,000. The establismuent of the 
on a business-like ba.si.s, providing such management data 

balance sheet and operating statement, the con-
of aligning aviation fuel budgeting and con

wi th flying programs, and the tightening up of 
control are me.terially aiding management in a 

and efficient aviation fuels program 

step in the institution of the Stock Fund on 
, a basic manual of procedures for the handling and 

aviation fuels and was into effect. on 
One of the most immediate advantages realized 
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from the installation of the new accounting system waa the 
nl:f.icant rise in the collection of reimbursable transactions 

to the new system issues to other Government Agencies wer~ 
not control.led as to preparation and processing of doctunentation 

As a result of the la.ck of tight inventory controls it 
was felt that payment was not being obtained in all instances for 
reimbursable transactions and the figures for appropriation reim
bursements for the past four years appear to bear out this con
tention.. The reimbursements were as follows: 

Fiscal Year 1950 
Fiscal Year 1951 
Fiscal Year 
Fiscal Year 

$22,500,000 
25,500,000 
28,6oo,ooo 
66,000,000 

These reimbursements were received. from Navy, commercial air
lines, foreign governments, Army, and other miscellaneous sourcese 

Additional advantages o:f the Stock Fund are enumerated in the 
discussion of the Navy Stock Fund~ Many of these advantages also 
apply to the Air Force Fuels Stock Fund. 

In addition, the Medical-Dental DiYision of the Stock Fund wa,s 
established on July 1, 1953, the inventories of which are initially 
limited to zone of the interior depot stocks. Sales are made by 
the Stock Fund to requisitioning bases with reimbursement to the 
Fund from the annual Maintenance and Operations appropriations 
Preliminary studies are now going on to extend the stoclt fund oper
ation to overseas depots and world-wide medical and dental supply 
base stocks July 1954 .. 

Additional refinements were made in the Clothing Division of 
the Stock Fund during the year and :lnforma.tion provided by the 
system has enabled several commands to take action to reduce 
clothing inventories materially, br:lnging them in line w1 th sales .. 

. Industrial Fund Accounting.. At present the only activity 
operating under the industrial :fun1i concept is the printing plant 
at Kelly Air Force Base.. A complete industrial-type system has 
been developed to place all laundr;r and dry cleaning plants of the 
Air Force on a conimerci.a1 basis and it :ts expected to be i?l 

operation in the near future. 

Depot Maintenance Accounting(> A contract has been placed with 
a public accounting firm for the d.evel.opment of work standards 
through which performance may be measured in terms of production 
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accomplished, the results of which it is hoped will ma.teriallyai4 
maintenance cost accounting. Action iri now being ta.ken to extend 
the contract to include production con·crot methods and a st~mcta:r 
cost accounting system. 

General.· Conversion of a.pprotj.mately: 550,000 paper checks 
month to punched ca.rd checks has t4ken place in Air Force. All 
finance officers issuing 10 ,ooo or. more ch,~cks ~er month have 
converted under the program. An ovierr:1.,,1.l a.nnua~ savings. o~ a.pproxi .
:ma tely $152,000 is expected in Air P'ol~c~e, ~reasury1 ·and the General 
Accountirig .Office as a· result of the i>r.·ogram. · ' 

•\ 



Department of the N~: 

Organiz.ation. Additional comptroller organizations were 
established'i!ltfie Navy Bureaus, District Commands, and field 
activities during the year. This included installation of comp
troller organizations in all Naval Shipyards as the first step 
in the gradual transition to Naval Industrial Fund accounting in 
all such yards .. 

The primary importance of the Comptroller at all organiza
tional levels is that he provides to his command authority coor
dinated and integrated staff services in the financial area. which 
contribute to the efficient, economical, and effective management 
of programs.. The effective performance of the Comptroller•s 
functions relieves·· top ra.ano,gement of much of the burden of detailed 
fact co11.ection, coordination, and analysis perraitting it to spend 
more time in the areas of policy formulation, decision, and p:rogram 
direction .. 

1rhe functions and responsibilities relating to the review of 
civilian manpower requirements and the allocation of civilian per
sonnel were transferred to the Comptroller's organization resulting 
in closer coordination between manpower requirements and budget 
estimates and execution 

Industrial Yunds.. Continued progress was made during 1953 in 
converting i'b""'activities to working capital fund financing and 
commercial-type accounting., There are now 29 activities operating 
under the industrial fund concept. 'I1his includes 3 shipyards, 2 
ordnance plants, 1 powder factory, 2 research laboratories, the· 
Marine Corps Clothing Factory, Military Sea Transportation Service, 
the Defense Printing Service, and 18 field printing plants.. This 
leaves a large number of activities still to be converted,. The 
rate of progress is increasing, however, as per~onnel gain ex ... 
perience;J and manuals of instruction and. procedures are prepared 
to cover the various types of installations. As each type of in
stallation requires a custom-built system to provide accurate costs, 
inventory accounting, financial and budgetary controls and reporting, 
the project is of necessity a long term oneQ 

(1) Naval Shipyards.. Utilizing experience gained in the 
operation or-the-Philadelphia Naval Shipyard as an industrial 
f'und, Charleston and Norfolk Naval Shipyards were converted 
as of July 1, 1953~ Considerable progress has been made in 
htghlighting costs by function, as well as by direct labor, 
direct material, shop expense, and general and administrative 
expense As a result local management now has effective tools 
to provide it.with the means of operating on a more efficient 
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( 
York, 
under Industrial Fund and based 
in these the Na v~t.l at Indian Head, 
Maryland, commenced operations under the fund as of September l, 
1953.. At this installation processes used in manufacturing 
powder and explosives will be eosted by function as well as 
by end product, and they will 1>e controlled through an indus
trial-type budget .. Asu.rvey was initiated November 30, 1953, 
for conversion of the Naval Gun Factory to the Indust1·ial 
Fund .. 

(3) Marine Corps Depot of Supplies, Clothi.ng Branch. As 
of July l,-19·~sinstaIT.a.tion~ com.ruenced operations under 
the Navy Industrial Fund.. The cost system installed parallels 
that of efficient clothing manufacturing concerns in private 
industry .. 

Stock Funds.. A significant accomplishment occurred on July l, 
1953,~1ilen-the Marine Co:rps commenced operations under a revolving 
stock fund.. The fund was set up based upon experience gained in 
operating the Stock Fund which has been in existence for m.s.ny 
years.. The objectives in installing the Stock Fund are as follows: 

(1) the preparation of budget estimates and reporting 
costs on the basis of usage rather than on procurement.. This 
will aid in fina,ncial control of the costs of 
operating all activities, including budgetary reviews of all 
programs; 

(2} the institution of financial control over cost 
of consumption of material carried in Stock Funds, as a part 
of the processes of budgeting and control over the 
expenditure of appropriated funds, is a force for greater cost 
consciousness, economy, and efficiency in the use of such 
material that does not exist when fina.ncial control over 
material is confined to procurement requiren1ent; 

(3) the use of a.Stock Fund can be made a force for close 
control over stocks of the respective items of material carried 
in the fund through the control over financial resources of the 
fund in relation to supply requirements This use of the fund 
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will provide an ,at'l>l:tomatie incentive for limitation of inventory 
levels, better balanc.ecl. inventories, and limitations of pro
curement requirer;nent.s ,Q;f peacetime operating stocks; 

(4) there will be no incentive to place obligations other 
than when required bec~e of the availability or nonavailab.il ... 
i ty of a.ppropria,tfons; 

(5) obligations ·for purchases of Stock Ii.,und items may 
sometimes be timed to take advantage of favora.ble prices, 
whereas such tinting m~ght be impossible if the items were 
financed under limitations of annual appropriations; 

(6) single-service supply, or cross~se:rvicing is facil· 
itated. in the cas.e -of items financed under Stock Funds since 
such stocks may be procured from, and pooled under, one fund 
with a.voidance of separate accounting for procurement and 
stocks for and by several mmers; 

(7) the financing through a Stock Fund of mobilization 
reserve stocks of consumable materials results in their pro
tection for the use for which they are intended, because they 
cannot be diverted to meet current needs without provision 
for replacement through reimbu.rsement from current appropria
tions 0 

Concurrent with the establishment of this fund, a financial 
reporting system has been develo~ped whi.ch is called the Marine 
Corps Appropriation Stores Account.. Under this system monthly 
reports to the inventory managers at headquarters,, similar to those 
under the Stock Fund, indicate sta the value of" Appropria
tion Stores Material which has been issued for use together with the 
inventory status '£he statistical charging of end users for such 
material is rapidly instilling a greater cost consciousness con
cerning this type of material throughout the Marine Corps .. 

Internal Audit" 
transf:er of thiCOSt 

A major developi.~ent in this area was the 
Inspection Service of the Bureau of Supplies 

ancl Accounts to the 
placing all internal audit 
they can be integrated and 
functions. 

ws Office :improving operations by 
functions i,n one organization where , 
coordinated with related comptroller 

During the year there was a steady growth in the internal 
audit organization and worke Audits were accomplished at a wide 
variety of naval shore activities and the findings and recommenda
tions covered a wide range of fiscal matters. Among the more 
significant of the.audit findings and recormnendations, leading to 
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the saving of money, more accurate reports to management, and 
tighter internal controls, were those aimed at: 

(l) accounting accurately for a.llotments, and preventing 
over-obligations; 

(2) assuring that welfare associations and similar groups 
f'inanced from non-appropriated funds reimburse the Government 
for utilities a.nd other services they. use at naval activities; 

(3) discont.inuing the maintenance of inform.al records 
which duplicate the .information provided in official reports 
to management, and discontinuing unnecessary reports; 

(4) maintaining tighter control over the lending of 
property to other Government agencies; 

(5) improving and simplifying administrative procedures, 
leading to more efficient use of fiscal personnel; 

(6) assuring that excess stocks in shop stores and in 
the hands of users are promptly returned to central storage 
for reissue where needed. 
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DEPJffi'J'MENT OF HEALTH EDUCNl1ION, AND t,in~IJ.,ARE 
-~---~--- ~~~~~~-

General .E~imlun.tton of, the Department' G Accounting System 

Accounting procedures and policies in the Department of Health, 
Education; ana Welfare (formerly FederaJ. Secu:ri ty .Agency) were 
gencra~l1y reviewed and as a result, an evaluation report was pre
pared in .January 1953, earmarking the primary a.reas where accounting 
improvements a.re needea. At the request of the Department, the 
Bureau of the Budget concurred in the use of th:i.s evaluation report 
a.s the basic plan of a.ct:Lon for improvements in the accounting 
support for the budget. Although this effort is on.ly the beginning 
ana the problems are far from final solution, it is considered that 
the interest eviaenced to date is a step toward the goal of major 
improvements in the financial management functions in the DepartmentQ 

and Functions 

One of the pri.mary problem areas is the establishment of an 
ap1n'oprJ.ate accounting organization with sufficient qualified staff 
at the Secretary's level in the Department to accomplish the func
t:Lons and fulfill the responsibilities placea in the Secretary by 
the Buaget and Accounting Procedures Act of 1950. During the year, 
this matter was given extens:Lve consideration as was the placement 
and strengthening of the accounting function at all other levels 
of the Department. 

Revtsion of the Appropriation Structure 

During the year consideration ·was given to the continuing 
problem of improving the appropriation structure and reducing the 
nwnber of appropriations in order to promote more efficient 
management and sj_mplified, but more useful accounting data. At 
present, there are approximately 60 appropriations budgeted for 
the Department of which nearly half relate to the Publfo Health 
Service& A spectfic proposal f'or the consolidation of appropria
tions for the Office of the Secretary and several alternatives for 
Publtc Health Service appropriations is currently under considera
tion. Also, as a result of discussions between the Departm.ent a.nd 
the Bureau of the Budget, the Secretary wrote to the Di.rector of 
the Bureau of the Budget on June 26, 1953, stating that a study of 
this question would be ma.de in conjunction with an overall review 
of organization and proc~dures during the coming year,)' 
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A Department 

a cooperative basis with the Accounting Systems Division, 
Accounting Office. It is i.nte.nded that this manual will 
the Department-wide general accounting principles and standards; 
general ledger accounts with descriptions and instructions for 
maintenance and reconciliation; budgetary accounting forms, defini-· 
tions and instructions for maintenance and reconciliation; top 
level reporting procedure and distribution of reports; and other 
accounting procedures which may properly be standardized on a 
Department-wide basis. Detailed systems and procedures for cost 
accounting, property accounting, payrolls, voucher auditing, grant 
accounting, etc.J are not scheauled to be included in this manual 
but are to be contained in separate manuals. Preliminary to 
development o.f this departmental manual, surveys were m-'.1de of the 
accounting operations in each of the constituent organizations 
and in the Office of the Secretary with visits also being made 
to representative field locations in the Atlanta region, includ
ing both accounting points and non-accounting points where 
transactions originate. 

Department Pa.yroll Manual. A departmental payroll manual 
preparedunaer the supervision of the Division of Budget and 
Finance,, Offtce of the Secretary, was issued effective July 1, 
1953,, for the use of all payroll offices of the Department. This 
rnanual is the first of a series to be issued as part of the HEW 
Sta.ff Manual System a.na was formally submitted to the Comptroller 
General for approval . 

.Accounting System for the Working Capital Fund - Office of 
the Secretai7. A wo:cking capftal flmd 1m~s established in the 
Offic-e of the Secretary as of July 1, 1952,, pursuant to Public 
Law 1+52,., 82nd Congress, to provide central services for procure
ment and control of i:;upplies and equipment} reproduction service) 
and tabulating service for the Department headquarters. A review 
of the accounting system for th:is working capital fund dux-ing 1953 
disclosed nurI1erous deficiencies for which corrective measures were 
initiated. An accounting manual prov:iding for integrated general 
J.eclger) cost accounts; and property accounts is being prepared for 
submission to the Comptroller Gene:::-al for approval. 

Service and Supply Fund Accounting Manual - Publie Health 
Service. The accounting manual that was vrri tten several years ago 
representing the systen:. for the service and su:pply fund was reviewed 
and is in process of being revised to conform to the proposed new 
Department administrative accounting r.1anuaJ.. The revised. system 
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will includ.e changes in procedure ana :forms to prov:i.de decentralized 
accounting for that porUon of the fund wh:lch is a.aministerea at 
the NaUonal Institutes of Health, and to provide accounting control 
for inventories, determination of costs on the accrual basis, and 
inclusion of such costs in the price of supplies and materials sold 
in order to recover the cost of supply fund operat:i.ons. It is 
planned that the revised accounting ma.nual for this operation will 
be submitted to the Comptroller General for approval in the early 
part of 1951~ .. 

General Ledger and Cost Accounting in the Bureau of Federal 
Credit Unions. A cost accounting system integrated with a revised 
genera~ledger accounting system tms developed and installed, 
with the assistance of Account:i.ng Systems Di visj_cm, General 
Account:Lng Office, for operations of the Bureau of Federal. Credit 
Unions. '11hts procedure was effective July .1, 1953,, the date the 
Bureau was placed on a self-susta.inj_ng basis by legislative action. 
This business-type accounting system will show the :relatioh between 
income a,nd expense for each month for each of the main functions-
chartering, examinations, and supervision. This system will be 
helpful in planning budgets, establish:Lng exmnination fee rates, 
and reviewing operations generally. An accounting manual provid
ing for integrated general ledger and cost accounts is being pre
pared for submission early in 1954· to the ComrJtroller General for 
approval. 

Property Surveys and Reports 

Surveys were continued in the Department during the year in 
cooperation with the General Services Administration and the 
General Accounting Office relative to property accounting and 
sup1)ly management. 

'I'he f:irst constituent survey was ma.de in St. Elizabeth's 
Hospital and a report was submitted to the FSA Administrator on 
April 9, 1953. As a res1-1l t of the survey, general ledger control 
accounts have been established for real property and for supplies 
and materials. rrhese accounts are supported by detailed subsidiary 
records. Operation unaer these new procedures ·will increase the 
eff'iciency of the Hospital's property management activities and 
should result in economies in consumption through the establishment 
of more effective controls on issues and inventories. 

An extensive. property survey was conducted at the National 
Institutes of Health (Public Health Servke) and resulted in a 
proposed final report of the working groups. Formal submission of 
this report to the Department will be made in the near future. In 



the meantime,, many of the recommetnda.tJ.on::;; have been acted upon,, 
such as condolidation of four stordcroo.ms in one building, and 
establishment of perpetual inventcvry control for several ma:inte.n
ance shops. The NilI completed a. :f!lhys:.i.cal inventory, on a cycle 
basis, of non-expendable property,, and is taking steps to utilize 
modern machine techniques to furn:Jlsh property da.ta for management 
purposes. The use of punched card p:r.ocedures will enable Nilf to 
furnish property custodians with l'.!!urrent listings of property and 
will reduce the time ana effort Q:JI' t~iklng. periodic inventories. 
Lfatings will also be used by pe:r.:~o.m: revJ:ewi:ng requests for the 
purchase of equipment to determirif1 aved.labili ty of similar equip
ment aJ~rea.dy at NIB. 

Factfinding surveys in all other constituent organizations of' 
the Department have been made by representatives of the General 
Services Administration and of th8 Off:l ce of the Secretary. A 
report on these surveys is scheduled to be submitted to the 
Department in the near future. 

De~velopment of Property Accounting Principles and Procedures 

Basic property accounting principles were promulgated in the 
Department by Secretary's Instruct:lon No. 53-7, dated September 15, 
1953. These principles have been approved by the Comptroller 
General. Concurrently, a committee has been established to formu
late a Department Property Accounting Manual$ Steps are being 
taken to advance the development of property accounttng procedures 
at the Department level, and in the eonstituent. qrganizations, so 
that the results of such accounting effort will be useful to 
management in maldng short and long ... range decisions relative to 
property. 

Decentralization of General Ledger to Field Accounting Points ... 
Public Health Service 

Early in 1953 it was decided to revise and strengthen the 
general ledger operation in the Public Health Service and to 
decentralize the operation to field accounting points. A pilot 
installation of decentralized general ledger was establishea at 
National Institutes of Health effective April 1, 1953. Coopera
tive development by Public Health Service and General Accounting 
Office representatives incluaea establishing general ledger 
accounts for National Institutes of Health, developing procedures 
and establisbing accounts for inter-office transactions, ana 
writing procedures f'or the maintenance of accounts. Late 1n June 
it ·,.ms concluaea that the pilot study was functioning efficiently .. 
It is anticipated that action will be tclcen in the near ~rture to 
extend the pilot study to a.11 Public Hea.lth Service field account
ing potnts. 
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Cost Aci:_ounting for the National Institutes of Heal th 

In addition to the establishment of general ledger accounts 
at NIH; developmental work is being conducted in the cost account
ing area in order to obtain detailed costs of operations which 
will be useful to management. This problem is particularly 
complicated 'because of the unique function of the installation in 
providing ba.s:ic resem:'ch in a munber of nm .. jor fields coupled with 
hospital ca.re for 500 patients. 111rnre are many common services 
provided for both the research and patient care activities. In 
many cases, it is difficult to ftnd a ba.sis for distribution of 
these services to the numerous cost centers. Proration factors 
a.re i.n IJrocess of' development as a basis for distributing these 
costs on a reasonably equitable basis. 

Survey and Report on Accounting for Grant-in-Aid Programs 

An accounting survey is being made of the grant-in-a.id programs. 
1ro date a review has been made of those grant-in-aid programs 
administered by; the Bureau of Public Assistance, Children's Bureau, 
the Office of Vocational Rehabilitation_, and pa.rt of the Off:Lce of 
E:ducation and the Public Health Service. The survey included a 
review of the basic legislatj.on authorizing the programs; account ... 
ing forms and reporting procedure; allotment and general ledger 
accounting; state fiscal accountability of programs funds; pro
cedure for processing grant payments; and grant-in-a.id audit 
procedure. The survey has not been completed although various 
phases have been discussed with the responsible officials. To date 
the following improvements have been made, or are being implemented: 

(1) preparation of a dupl:Lca.te set of auditor's working 
papers by field auaitors for submission to the central office 
has been eliminated; 

(2) reduction in the number of forms prepared in pro
cessing grant payments, elim:i.nation of submission of certain 
supporting documents to the General Accounting Office, and 
changes in procedures are beJng implemented. It has been 
estimated by Department offida.ls that these changes will 
result in annual savings of approximately $50,000. 

Annual Watse Reporting for the Bureau of Old Age and Survivors 
Insurance and Relationship to Int12rnal Revenue Service 

During 1952 a committee was established to examine and con
slder the possib:Llity of having employers make· annual, rather than 
quarterly, reports of wages to OASI. A detailed report was prepared 
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on thts matter by the Accounting Systems Division of the General 
Accounting Office. The report indicated two proposaJ.s, both of 
which involved the use of single W-2 wage earnings report for the 
purposes of both the Internal Revenue Service and the OASI. This 
plan would eliminate the q_uarterly filing of wage information for 
OASI purposes by all employers. Legislation, of course, would be 
required permit the operation of the plan as contemplated. 
Further extensive consideration of the plan was given during the 
year by the Department of Health~ Education, and Welfare, the 
I.nter.naJ. Revenue Service, and General Accounting Office. 

Use of Single Check Procedure 

Authorization was given by the Comptroller General in Novem
ber 1953 to the Department of Health, Education, and Welfare to 
use a single check procedure for Old Age and Survivors Insurance 
payments. Heretofore a separate check has issued for the 
direct claimant and for the claimant as a representative of the 
survivi.ng children. The new proceaure permits the issuance of a 
single check to the claimant to 1.nclude not only the benef::i.ts for 
which the claimant may be personally e.ntitled, but also 
for the surviving children. are approximately 
in this category for which monthly pa.yme.nts are made. 
mated that there is a potential sav·i.ng, through 
of procedure, of approximately $200,000 per 

and postage costs alo.ne. In addition,, 
some savings 1.n administrat:tve costs due to the fewer 
items which must be verified and certified month by the 
Bureau of Old Age and Survivors Insurance. 

A simplification in reporting by two of the constituents to 
the Office of the Secretary regarding status of funds resulted in 
savings of' approximately ten man days monthly. 
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DEPARTMENT OF THE INTERIOR 

Als.slrn. Road Commission 

General. The system of a.ccounts installed in 1952 was formally 
a-p1Jroveci by -tl:ie Comptroller General on April 1, 1953, the immediate 
oo,:iective thereafter being the accomplishment o:f the necessary re
finements wtthi.n the basic structure of the system, in order for its 
full value to be realized. Although there are several important 
problems to be solved, considerable tangible progress has been made 
and the system i.s operating smoothly. Organizational improvements 
ancl reductions i.n force have been made. 

Field Accounting,.. A Field Accounting Manual, subsidiary to 
the General Manual of Accounts was developed and released to dis
tr:i.ct of:f:i.ces. The manuaJ. ls essential to successful operation of 
the system from the stand.point of accurate, timely and economtcal 
revorting. The manual states procedures i.n simple terms giving 
effect to the doctunentation, classificatj_on, distribution, and 
summar:Lzati.on of (1) payrolls, (2) equipment use, a.nd (3) receipt 
e.nd issue of materials and supplies. This development has resulted 
in improvecl field reporting. Future plans for ncceleration of 
:Lnternal audit activities is anticipated to accomplish maximum 
effectiveness. 

Property Accounting. Three ma.in requisites necessary for 
adequate stores inventory control have been accomplished: (1) es
tablishment of inventory control points by district;· (2) segregation 
of' ln-transi t inventories; ( 3) properly documented recetving reports 
with accurate descriptions and values. The one remaining requisite -
programing adequate physical inventories, is anticipated to be under
way at the end of 1953. 

Fixed properties acq_uired subsequent to July 1, 1951, are 
reflected in the accounts, with adequate controls and subsidiary 
detatled records. Descriptions ancl values of fixed property acquired 
prior to July 1, 1951, are available and full integration into the 
account:i.ng system has been programed before the end of 1953. 

Reporting. A reporting format in the form of a Summary Cost 
and Progress Report was developed which reflects applied cost by 
activit:i.es and sub-e.ctiv:tties (representing the aggregate of work 
orders applicabJ.e to such acttvities). Reconciling items are shown 
to relate applied cost, expendi tux·es, obligations, and appropriations. 
The report is cumulative on the Corrm1ission' s 11 ConstructionH year 
(March 1 to February 28) and is reconstructed to a fiscal year basis. 
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for budgeting purposes. It also ties in with actual and 
esti.ma.ted amounts reflected by budget exhibits. Separate 
are prepared for construction and maintenance activities 

furnishes management current and cumulative data 
comparisons with budr;et, program, and actual costs an overall 

of the Corrrrnission's financial statusa 

r.I1he of feeding construction and maintenance crews is high 
and requires e;lert attention by management to keep costs at the 
minimum The Mess Operations Cost Reports which are prepared each 
four weeks are providing management with the necessary data for 
effect:lng economies, and e, downward. trend in unit meal costs has 
been observed. 

Other management reports emanating from the new system a,re 
becoming increasingly significant in planning, executing and con
trolling operations. 

'r:tmely reporting is the present mat.jor problem, due largely to 
inadequate communications and delays 1n processing data at district 
of:f'ices. Decentralization to the district level, as soon as feasi
ble, will aid in solving this problem, and it will provide for 
better control at F.tll management levels. 

Ala.ska Railroad 

Accounting Manual. Agreement was reached among representatives 
of the Secretary's Office, Office of Territories, Alaska Railroad 
and General Accounting Office, Accounting Systems Division, to de
vise and install a revised system of accounts for the Railroad, in 
accordance with the basic principles of the Joint Accounting Improve 

Program. The salient features of the agreement are 

(1) to the extent practicable, the system will follow 
the principles adopted for common ca.rrier railroads, using 
the Interstate Commerce Commission classification of accounts; 

(2) business-type budgeting, accotmting and reporting 
wHl be utilized, ·inasmuch as operations a.re financed. through 
a revolving fund. Accounts will be des1c;ned to provi.de a 
basis for reporting on the stR.tus of funds on a business-type 
·basts; 

(3) prov:i.sion will be made for depreciation of p:roperty 
nncl equipment; 

(4) subsidiary cost and work order arcounts will be 
provi.ded, n.s rir,J.)roy:)r 1ate; 
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( 5) nccountc shall be utilized tn cost finding proccsGer:>, 
1,.;hcTc:i.n clnto. i~"J obtained by anrtlyf3:i.s of revenue ancl expenr3e 
accounts nncl related to supplementary statiBtical dato.; such 
:nroc2sscs beinc utilized i.·rhere such information is needed only 
for a specific purpose, for instance, ascertaining the opera
tinr.; :results of activities such n.s a train-run, a sec;ment of 
line, or a station opera.ti.on; 

( 6) milear,e stnti.Gtical records will be maintained for 
the pur9ose of accurnulat:LnG do.ta in computino; mileage costs 
and revenues. Data is accumulatccl by train-miles, locomotive .... 
miles, and car~rntles. In th1s connection, statistical sum
maries of tonnac;e and other data are maintained, and ·the 
above nata is fe.ctored into pertinent unit cost and revenue 
figurc:J, which will be used for making comparisons and observ .. 
:Lng trends. 

Charts and Def:tn:l.tions of Accounts for general and subsidiary 
e.ccounts were drafted and adopted effective ;fuly 1. 

Procedural Development. A detailed. survey of present account
ing opera-:-tioris -·was n1a.de prel:l.minary to manuaUzing and placing 
streGnLli.rn;d accounting procedures into operation as soon as possible. 
·work in c1evelop1ng these procedures 1.s presently 1.n progress, and 
has been partially completea.. Hev:Lsed stores and moveable property 
account:i.ng procedures were 1ni ttated in July, this matter be1.ng the 
most urgent. Revised procedures were adoJ1ted for better control 
of inventories, namely, (1) segregation in the accounts of stores
in~·transit, (2) establishment of a stores expense account for adjust
ment of differences between invoj_ce and purchase order voJ_ues, 
discounts·' etc. , also to collect and distribute expenses of stores 
operations to benefkiary accounts, (3) accounting segregation of 
surplus stores mat(:::rial from re:gular stock material, evaluating 
sa.me at estimated values until classified, o.ncl ( !~.) elimination of 
running direct purchases through inventory accounts. 

The bulk of proeedure development remains to be accomplished., 
and it is anticipated. that a proc;ram w111 be set up in the near 
future for systemat:i.zing ( 1) :rx1yro1.ln, ( 2) station accounting, 
( 3) interHne nccounting, ( l+) cash accounting, ( 5) work orders and 
costs, (6) cost :finding, (7) billing and collecting, (8) voucher 
distribution, and (9) forms and reports. 

Bureau of Indian Affa:i.rs 

1rhe accounting system of the Bureau of Indian Affairs was 
formally aJ>pToved by the Comptroller General of the United States 
early in the ca.lenclar year 1953 after a test period of operation. 
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Thi.s year has been devoted to standardiz1.ng procedures ln e.ccorda.nce 
with the account:i.ng manual, modifying the manua,l to reflect a.ccount
J.ng ref:i.nemcnts :i e.nd. expediting the rendering of nccountlnc; reports. 

Bureau of Land 

Dcvelopracnt of Mar.rual. Development o:f an occount.1nr; systems 
manual:inn«;C:C:~r?Iancewith approved principles wHs begun lnr3t year 
and :Ls now substanttall.y complete. Significant fe:::1.tures of the 
systam are: ( 1) o.c:counting is decentralized to dtstrict offkes 
utilizing b:tanch-type controls and substantial use of commercial 
prn.etices, (b) the usual concept of property accounttng ls moclified 
as not being applicable to the incalculable value of the public 
a.onn.:i.n' 8,G the Burea.u' in its primary function Of adminif;tering 
:i;mbli.c la.nd.s maintalns mmership control through operation of ade 
quRt<:dy (J.eEdgned })Ublic le,nd records, ( c) no provision is made :for 
cle:prec~UrtJ.on, inasmuch as this is not a sio;nj_flcant item of cost 
in the :1:::,1.:ri'.'c·f:;.u' s orierations, ( d) the hulk of Land MG.nagemcnt account
:1.ng i.nvolv~;:::; the billing, collection and d1str:lbution of moneys 
collected as fees for rentals, pr:l vilee;es, etc., from the publi.c 
doma:i.n ~ A-pproprfa.te books or records of orj_gj_nal entry were 
devised ancl manualized. A financial reporting system will be 
developed as appropriate. 

Installation. A :pilot installation of the system was suc
cess:f'uJJ.~r mo.de in the Portland, Oregon, regional office. It is 
antidpated that the installation will be extendE~d to all reg:tonal 
off:lces early in 1951+. In the mea.ntime the manual is being reviewed 
ana. refinements me.d.e where necessary. It is anticipated that the 
system wtll be submitted to the Comptroller General for t~,:pproval 

next year, after sufficient operat:i.ng experience has been gained. 

An improved accounting system has been developed for the 
Burenu of Mines, Department of the Interior, with the joint coop
erat.1.on of re1')resentatives of the Office of the Secretary e.nd the 
Bm·eau of Mines. The system was instsJ.led. throughout tbe Bureau 
on July 1, 1953. The manual for the system, and. the related pro-. 
ceclm~es, is in the process of being edited in its final form. The 
manual wl.11 be completed and submitted to the Comptroller General 
:for n:pproval about January 1, 195lt. · 

The accountinis system W8s developed to fit the :y:~.rticular 

neer1s of the Bm·eau utiliz :lng the prind.ples of otber systems 
within the Department. The ob jGcti ve of the J)ri.nc i ples used. is 
to prov:Lde n:.:inagernent ~·Ti th a tool for ev1::1lu?J,t inc the finDncinl 
cond:ttion ond the results of or2rn.tions of tl~e cli.f:fe::-:-e;Tt 
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activities rrnd pro.ject s by showing ( 1) a comparison of the budget 
program w:Ltl1 actual results using accrued expenditures for compari
son with work performed, ( 2) the operatinr~ .Lncome and expenses 
pertaining to such activities and projects, and (3) the assets, 
liabilities, and the net equity of the United States at the close 
of an accountins period. 

Speciftcally, the system provides for management control of 
performance of the research and facilitating acti v J.ties tlwough 
cost accounting on a common denominator basis w:i..th budget and~ 

program. The management control ls accomplished through monthly 
statements showing the dollar value of original program estimates, 
the adJusted program estimates$' actual cost to date, and the 
percentage completion. In addition, allotment accounting is pro
vided as a tool to prevent over-obligation of appropriated funds. 

Bureau of Reclamation 

During the year the Bureau completed the analysis of plant 
:tn service to the classification provided in the new system and 
continued with refinements and modifications of the to meet 
changing operating conditions. In addition to on this 
continuing tmprovement work during the year, the Systems and 
Procedures Branch of the and Finance Division has 
plans for incorporating the basic elements of the system in con
densed printed manual form comparable to those issued by regulatory 
agenciesQ The system o~ the which was one of the first to 
be developed within the framework of the Joint Program, has proved 
to be most effective in the basis for the issuance of 

statements of the to reflect the 
financial condition and results of under all 
and carried out the Bureau~ 

Fish and Wildlife 

A survey of the accounting system of the Fish and Wildlife 
Service by a committee consisting of representatives of the Service, 
the Office of the Secretary of the Interior, and the Accounting 
Systems Division of the General Accounting Office was completed 
and a report with recommendations was submitted to the Director 
of the Service. 

The princi,i)al recommendations for accounting improvement 
include: integratlon of programing, budgeting, accountir;.g and 
reporting; adoption of accrual ; rnalntenance of inventory 
records for stores and other property controlled through the general 
ledger; proviston of' cost accounting for all activities, wlth 
greater detail for ~usiness-type operations such as the Alaska Fur 



the account:tng system was commenced in the u .. s. 
Department of the Interior, in September 1953 

of representatives of the Survey, the 
of the and the Accounting Systems 

Office$ The systems survey was 
in response to a desire of the agency to obtain more 
cost and operating financial data, improved and sim

accounting procedures, and an integrated system of budgeting, 
programing, accounting and reporting as an aid to management. 

A survey of accounting methods and procedures was made and an 
accounting system applicable to Federal appropriations in the 
Governor• Office was developed The was manualized and 
placed into operation July 1953· 

the current year a survey was made by representatives 
and Fina.nee of the Department of the 

and the Accounting of the General 
the Governor and his 

an following 
National Connnittee on Municipal 

United States and Canada · 

The Government of the Virgin Islands its purchase by 
the United States in 1917, .has operated on a single-entry system 
of accounts purely upon a cash-receipts-and-disbursements basis 
without adequate general ledger controls, as a result of which 
the few control accounts maintained were found to be in inoperable 
condition. Accordingly, a proposed chart of accounts, utilizing 
double-entry techniques, was devised in August 1953 for the 
Governor's approval and work begun to adjust the old procedures 
to pe:rmit the gradual installation of the proposed system -of 
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accounts@ A qualified accountant was brought in b~ the Government 
for this purpose.. Preparation of the accounting manual for sub
mission to the Comptroller General for approval and installation 
of the new system is scheduled to begin on or about January 1 

1954~ However, due to many changes which are necessary in the 
numerous local laws and municipal ordinances affecting accounting 
and financial procedures - changes which require the sanction of 
.the councils of the two municipalities involved, St. Thomas and 
St. Croix, progress in making these accounting improvements m.a.y 
necessarily be slowed. 

The needs of the Service were reviewed 
a survey started in August 1953 by a team consisting of re·nr~?.sE~nL.~ 
atives of the Service the Office of the Secretary of 
the Accounting Systems of the General Accounting Office. 
The survey was completed and a joint report of recommendations is 
in process of preparation& 

During the last fiscal year, 
the of an program. 
and Work is under way to correlate this effort 
with the Audit Di vision of the General Accounting Of:Uce to prevent 
duplication of ·effort and the most coverage at the lea.at 
cost., 

were made the at the 
of the current fiscal year to provide a. unified manage

ment, budget, and accO'lmting system that permits development of 
needed data on a common basis at the poi.nt of operating responsi
bility. The system. cons:i.sts of internal management accounts that 
coincide completely with the budget acti.vi ties used f'or developing 
workload estimates~ Work is currently under way to coordinate ·the 
physical work reporting system to provide a clearer relationship 
between the costs of' activities and operational results"' 

Southeastern Power Admi.nistra t:i.on 
Southwestern Power Administration.. These power ma.rketing 

agencies continue to improve the e::frectiveness of the accounting 
system. Considerable progress has been made in the accounting pro
cedures and in the monthly reports.. Procedures have been modified 
to accomplish a more orderly flow and control of all accounting 
documents.. Month end statements have been changed to provide more 
meaningful information in the accountability of power revenues. 
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DEPARTMENT OF JUSTICE 

Parts II, III, and IV of a report of a detailed nA'l''\A1"'1':m1=-n-t~a 

survey, covering the administrative organization and financial 
management of the three Bureaus were completed a.nd submitted to the 
Administrative Assistant Attorney General together with specific 
recommendations. This survey was carried out by a group consisting 
of personnel from the Department, the Bureau of the Budget and the 
General Accounting Office, with consultants from the General Services 
Administration for the areas of property. Part I of the survey 
covering the Department's administrative and legal activities had 
previously been submitted. 

A substantial ntunber of the recommendations contained in the 
report of ·survey, together with other revisions initiated by the 
Bureaus, are now being or have been put into effect. These improve
ments feature notable proBress in decentralizing financial responsi~ 

· bility and accounting activities.to points of operating responsibil
ity with accompanying increased Pffj.ciency and economy. 

Departmental Administrative and Legal Activities 

The following changes in systems procedures and reporting 
which have been effected or are in process of being put into effect 
will result in estimated savings of over $58,ooo, including elimina-
tion of 14 positions. · 

The purchase of U. S .. Savtngs Bonds for U .. S Marshals and 
Attorneys has been decentralized to the 94 Judicial Districts. 
'I1his :procedure, which is a by-product of the pe,yroll operation, 
eliminates the necessity for each District forwarding to Washington 
each payday bond deduction informo,tion together with a check for 
deposit to a central account and the subsequent purchase of bonds 
by the.Accounts Branch and transmission of such bonds back to the 
various Districts. In addition to the savings resulting from the 
discontinuance of the above document flow, the time element has 
been reduced by approximately one month. 

A new system for controlling the general expenses obligations 
for the U. S. Marshals' offices and U .. S. Attorneys• offices in the 
94 Judicial Districts was put into effect July 1, 1953.. The re
vised procedure calls for a quarterly authorization to· eo,ch of the 
188 offices for general expenses in lieu of the procedure which 
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required the offices to submit separate obligating doctuncnts for 
each, general expense transaction, thereby decreasing the number of 
oblie:ating documents by some 6,ooo per year together with a lilte 
number of handiing and posting transactions. 

Under this procedure, each office s.ubmi ts each month a report 
of actual expenditures together with known liabilities through th~ 
end of the current accounting period. Thie has eliminated.,the. fol."
warding to the Accounts Branch of some 125,000 documents each year 1 -

together with the processing and posting operations, and a.t. the 
same time provides much more current and accurate figures for post~ 
ing in summary form and for reporting to the Bureau of the Budget. 
This procedure has also permitted a revision of the general ledger 
accounts whereby the detail transactions are recorded only once 
(at the point of orig~n) with monthly sunnnary postings ma.de in the 
general ledger accounts in the Central Office. 

Procedures heretofore in effect which called for the Accounts 
Branch to review contracts, handle matters pertaining to the 
appointment of agent cashiers, imprest fUnd custodian, certifying 
officers, etc., for the major Bureaus of the Department have been 
revised to the extent that the Bureaus now perform these :functions 
for themselves. This revision of procedures has eliminated several 
steps in performing these functions and has eliminated considerable 
duplication of effort heretofore present. 

As of Jtily 1, 1953, the general ledger, the allotment ledger, 
examination of. voq.chers, payroll functions, and all other trans
actions relating to the above which had heretofore been performed 
by th~ Accounts Branch, DepartmBnt of Justice, for the Central 
Office of the Btn.'eau of Prisons was transferred to that Bureauo 
This decentralization also has eliminated much duplication of 
effort and work. 

The decentralization of financial responsibility to the heads 
o:f' the opera.ting divisions wa.s made effective at the beginning of 
the fiscal year through simplification of the allotment system to 
provide for two allotments for ea.ch program or activity, e.nd 
strengthening of the procedures for administration of the funds 
allotted. Concurrently, a plan to decentralize from the Accounts 
Branch to the opera.ting divisions the allotment accounting and re
lated files and records, voucher examination for all vouchers ex
cept cross-Division items, and related authorization and certifica
tion responsibilities, has been generally effected in thr~e of the 
six divisions, with the other three to follow as rapidly as possible. 



Action is way 
in the Budget,Document- The Anti-trust 

... v.u. ... ,ic;;v. from seven activities to one, eliminating the 
for fiscal for budget purposes on 

other than object class basis. The activities for the Office 
of Alien Property have been reduced from five to four, and work is 
under way to develop needed account.ing support"' The uctivity 
schedules for each of the three Btireaus have been simplified to 
provide nn improved and consistent budget·presentation for the 
Department .. 

Effective ¢July 1, 1953, the three Bureaus were delegated the 
authority to handle their own :procurement functions with certain 
exceptions such o.s purchase of motor vehicle~J, open rna:cket pur
chases tn excess of $5, 000, in'inting and binding, and Uems 
covered by conoolidatecl Department-wide con.tracts. This rev:I.sion 
in policy nnd procedure will elimi:nate several steps and much 
duplication of cff ort in the procurement functions nnd in certain 
storeroom operations. In similar fashion, responsibilities for 
the a.pproval of purchase orders o,nd the processing of invoices 
have been delegated to the Legal Divisions. These revisions in 
policy and procedure will eliminate several steps and much duplica
tion of effort in the procurement functions and. in certain store 
room operations. 

Bureau Prisons 

As of July 1, 1953, the Department transferred to the Bureau 
all accounting functions pertaining to the general ledger, allot
ment ledger, payroll operations, examination of vouchers and all 
other transactions relating thereto.for the Central Office of the 
Bureau, as well as authority to handle their procurement functions, 
with certain exceptions, together with two employees This decen
tralization of accounting has eliminated much duplication including 
memorandum accounts, has given the Bureau control over own 
funds and transactions, has permitted the establishment of a com-
plete system for Central Office of the Bureau, and also has 
provided the means the time for certain reconciliations that 
were not under the former procedure 



personnel from the institutions for 
short periods of time the Bureau has been able to expand 

their.internal aud:tt functions from an examination of cash and ca.sh 
transactions to a comprehensive audit and fiscal management program 

each institution once a year. 

concerned with the medical section of the Bureau,. pre
viously located in two places (Bureau of Prisons a.rid Public Health 
Service) have been physically consolidated in the Bureau and 
various accounting operations for the medical section, heretofore 
performed centrally by the Publ.ic Heal th Service, a.re being decen
tralized to the institutions and integrated with operations of a 
like nature. 'IriAe operat:lons consist for the most part of contract 
renewals, payments to consultants, transportation and certain 
elements of procurement., which heretofore were required to be for
warded to the central offlce of the Bureau.. These operations ao 
far as practicable will now be processed by the institutions, 
whi.ch generally is the point of origi.n, with necessary reports to 
the Public Health Service .. 

It is contemplated that this revision in procedure will 
eliminate much overlapping and duplication of effort, will stream
line accounting information to a. minimum number of records and 
will absorb the technical phases of budget preparati.on in the 
Budget Office with accounting information for budget support being 
provided the same as is now the case for other institutional 
services. Savings expected to be realized will enable more effi-
cient utilization of funds for technical medical functions .. 

funds are being set up in the 52 field divisions of 
the Federal Bureau of Investigation and in the Central Office, to 
facili ta:te the purchase of supplies and equipment and to reduce 
the number of vouchers subm:ltted f'or miscellaneous s:mall expendi
tures for services@ 

The authority to the F1ederal Bureau 
Investigation to handle the procurement of all supplies and . 

equipment where the amount in any individual instance did not ex
ceed $5,000 .. 

1rl1e Bureau 'of 
control system which will 
inventories and purchases 
ledger accounts will be set 
as soon as the appraisal 

has installed a new stock 
close and accurate control over 

In connection with this program, general 
up ci:;vering the value of all equipment, 

can be obtained. .. 
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Cash payment of salary to· employees in the Central Office 
was eliminated; payment now be.ing ma.de entirely by check. This 
permitted the consolidation of1 payrolls in such a manner that the 
number of individual rolls was· reduced from 9 to 5. It is esti
mated that approximately two full-year employees were saved by 
this change. 

Immigration and Naturalization Service 

The .calendar year 1953 was a year of continuing improvements 
under the new decentralized system of accounting and reporting 
installed throughout the Service on July 1, 1952. Substantial 
savings, both in man hours and dollars were accomplished through 
many of the revisions and refinements described below. 

Budgetary planning and management were improved through a 
formalized method under which individual allottees (District 
Directors) now eve.luate their requirements in detail early :tn the 
calendar year and submit their request covering the ensuing two 
fiscal years. '11his plan provides a sound basis for allotrner:rts 
for the fiscal yea:r next ensuing and for recommendat.io:ns to the 
Department for items to be considered under Department-wid(~ 
budgetary ceilings for the next budget year .. 

The new accounting system and procedures were further supple
mented a.nd refined during 1953 in the following aree.s: 

(1) development and installation of a new fee accounting 
procedure in the Districts, result:ing in Service-wide savings 
of' approxinm;tely $100 ,ooo, including 20 positions, but exclu
sive of such items as postage, stationery, issuing of receipts, 
etc.; 

( 2) decentralized authori"t:;y to the Districts to grant 
living quarters and post differential allowances; 

. (3) decentralization of the accounting for naturaliza
tion fees received through the Clerks of Court which, among 
other things, provides for a more prompt follow-up on 
delinquent accounts at the local level; 

(4) placing of leave record keeping at the time and 
attendance reporting level in the Central Office with ultimate 
extension to the Districts planned; 
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(5) modification of the method of ordering savine;s bonds 
purchased by the pe,yroll deductions plan, which permits 
deli very of bonds due with the salary checks for that period.; 

(6) revision of the method of making payments from the 
l!Onf :i.dential fund which provides for more prompt payments at 
the District level. 

As a, follow-up of the decent.ralizr.d~ion of accounting and 
reporting, the Central Office Finance Branch has been reorganized 
to more effectively meet the requirements of the Service.. While 
the reorganization has not yet become fully effective, having only 
recently l1een approved by the Depa-.i:·tment, definite progress is 
being made .. 

Authority for the procurement requirements of' the Service 
except f'or motor vehicles, open me.rket purchases over $5,000, and 
printing and binding, has been de.legated by the Department to the 
Immigration and Naturalization Service, as well as certain store
room functions such as the storing and issuing of Service forms. 
Moreover, the Service is in the process of developing procedures 
for the further delegation of authority for procurement to the 
District wherever practicable, and to have the Districts supplied 
by direct shipment from Governmen-li Printing Office with Service 
forms on a 6-month basis to reduce, so far as possible, cost of 
transportation a.nd processing of requisit:ions .. 

A complete survey of some 2,100 forms in use by the Service 
resulted in approximately 925 forms being declared obsolete or 
being revised and some 60 new forms being developed, together with 
the establishment of a visible control panel and cross reference 
ind.ex of a.11 forms now in use-;. 
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DF.iPARTMENT OF LABOR 

Property AccountiAS• Property accounting principles and 
procedures applicable on a department ... wide basis were issued during 
the latter part of the year. These procedures require all desig
nated stock ro'oms to maintain detailed stock records, which peri
odically must be reconciled with the general ledger accounts. 
Standards for the capitalization of items of equipment were 
established and a list of specific items required to be capitalized 
was developed and published.. 1l1he Department anticipates :f'ull 
implementation of these policies by the end of the current fiscal 
year, thus achieving adequate uccounting for property. 

Budgetary Accounting. Tests are being conducted in the Wage 
and Hour and Public Contract Divisions on simplification of 
budgetary accounting procedures. Under the test procedures the 
number of allotment accounts are reduced to a minimum •. Detailed 
analysis of expenditures for each organizational unit is obtained 
by a distribution of expenditures at the time the vouchers are 
scheduled for payment. Unliquidated obligation files are maintained 
in such manner as to facilitate their correlation with the expendi
ture distribution data, so that budgetary statements and reports 
are obtained with a minimum of effort and expenditure of time~ 
This segment of the system is in process of being prepared in 
manual form for submission to the Comptroller General for approval. 

Budget Presentation. Action has been. taken to revise the 
budget structure to provide for improved presentation of work per
fonned and to simplify the accounting procedures- The .activities 
for the Mexican.Farm Labor Program were changed to furnish a more 
accurate description of the functions performed, and the activity 
schedule of the recently reorganized Office of the Solicitor was 
revised to reflect the new system .of operational control and to 
obtain the necessary accounting support. 
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POST OFFICE DEPARTMENT 

As an important phase of an aggressive program for management 
improvement launched by the Postmaster General early in the year, 
substantial progress has been ma.de during 1953 in achieving improved 
accounting and financial administration in the Department as con
templated by the Post Office Department Financial Control Act of 
1950. The accounting improvement program has been directed by a 
public accounting firm acting as advisor to the Postmaster General 
with which the General Accounting Office has cooperated and coordi
nated its systems and audit staffs. 

The modern concept of controllerehip has been recognized 
through the establishment of the Bureau of the Controller to which 
ha:s been assigned o.11 aspects of accounting, budgeting, cost analysis, 
systems and procedures (including forms control) and internal a.udit
Many of these functions have already been transferred to the new 
Bureau and the remainder will be transferred when studies currently 
und.erway to identify other organizational units performing these, 
or similar type fUnctions, are completed. It ia presently planned 
to also adopt the controllership concept in the regional ma.nage:m.ent 
offices when they are established and in those post offices which 
a.re large enough to asstUne full responsibility :f'o.r thei·r accounting 
and financial management. 

A new accounting system ia .being developed;iwhich ·will produce 
the kind of financial informati,on ·re.quired ,by . :management to control 
opera.tiono, to safegual"d .a.sse'tn and to disclose the results of 
operations and the stewardship ·df puh1:ic ·funds. ·In anticipation 
of the broader gauge,d account1.ng aspects ·Of :this new system the 
Post Office Department has embarked upon a. pl'ogram ·4~o recruit 
,qualified accowitanta to organiz·e, adminis·ter and audit it. 

Simultaneously with the development of the new accounting 
system a.n active program is being conducted to improve those account .. 
ing practices and methods which can operate in substantially the 
same manner under either the old or new system and to make maximum 
use of the financial data presently available. Major projects in 
this area include: · 

._\. 

1. Revisions have been made in the· method· of presenting 
presently available financial data to make them more understandable 
and useful to management. 

2. The physical segregation of cash and the maintenance of 
separate sets of accounts to indicate accountability for,different 
funds is b.eing eliminated with the result t~~t postmasters will no 
longer be required to main ta.in four\. ( 4) or rp.ore sets of, :records; · 

,., :) 
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10. A standard cost accounting system is being installed in 
the .Mail Equipment Shop and cost accounting for motor vehicle 
shops is being revised to disclose meaningful operati.ng costs 
with further extension of cost accounting plo.nned. 

11. The budget presentation and appropriation structure have 
been revised to coincide with o:r.:-ga.nizational :responsibility. 

12. Nurnerous other changes have been effected which ho,ve 
eliminated o.uplication of effort and the preparation of unneces
sary doc\.unents ,he.s concent:r.ated account1.n.g operations o.t the 
points where it :ts most valuable ~md. h~s o:tmplif:ter..1 proccdpxcs 
in general. Subr~tantial no.v:tnr::r~ ho:v<:: alreti.dy bQc~n ree,liz.c~d o.nd 
better results nchieved. 
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DEPARTMENT OF STATJ~ 

Office of Finance 

'11he ·program to centralize budget and fJscal operations a.t a 
single post :Ln each f'orc:tgn country was completed in the ltH;t fiscal 
year. As a. result, aecentr8lizcc1 operations are now conducted in 
only two countries, where centralization is impractical because of 
inadequate conunun1.ca.tion and transportation facilities. 

1rhe imprest fund technj.que for accounting for transactions 
of constituent posts in countries where f:lscal operations have been 
centralized was extended throughout the Foreign Service. As a. 
result, the number of 1ndividua.l reports.of receipts and disburse
ments required to be submitted to the Department of State, Qffj_ce 
of Finance, and to the 'I1reasury Department, Di vision of Disbursement, 
was reduced by 50 percent. 

Recent studies by the De1mrtment o:f the current procedures 
for Foreign Service posts prove that it is both feasible and 
elesirable to adopt basic changes which will simplify present 
a.coounting and reporting requirements. A workine; committee has 
'been a.ssigned to develop detailed and specific procedures a.nd 
tnst:~:·uctions, giving consideration to what need be required of the 
7? :percent in number of smaJ.1er posts which handle only 25 percent 
of the volume of transactions. 

Concurrently, emphasis is being placed upon developing proce
dures to simplify the present burdensome accounting a.nd reporting 
for foreign currency transactions, which changes will be of greatest 
benefit to the larger posts. Positive action in this area is 
expected before the end of the 1954 fiscal year. 

Several changes have been ma.de in the appropriation and act:i.vi ty 
structure of' the Department in the interests of simplifying the 
budget a.na accounting operat:Lon ana reducing the accounting and 
reporting workload. In add:Ltion, these changes provide for more 
meaninsful budeet presentation of the operations financed. 

A uniform method for aistribut:Lng estimated costs of adminis
trative services for tbe ensuing year has been developed ancJ placed 
in operatton. Thio will provide for more equitable chD.rges for 
serv:i.ces rendered other agencies at foreien posts of the Department. 
Under the revised procedures, it is expected that rcimburscr.'1ents from 
the a[;encies served w:Lll more c.lcarly approximate the cost of furn:i.sh
ing the required administrative services. 
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International Boundary and Wa.ter Commission, United States and 
Mexlco, United Btates Section 

The construction costs, to the United States Section, of the 
Falcon multipurpose dam and related facilities recently dedicated 
by the Presidents of Mexico and the United States, have been 
established and reported upon under the system of accounts and 
procedures approved by the Comptroller General last year. The 
system provides accounts and procedures which will be put into 
effect with respect to the operation of the dam and related 
facilities. 

During this year significant progress was made in establish
ing property records under accounting control. Progress has also 
been a.chieved in effecting economies as expressed in the following 
quota.tion from an internal report on management to the United States 
Section Commissioner: 

"During the past fiscal year the accounti.ng section was 
able to utilize to the fullest extent the new accounts 
and procedures designed and installed in the latter part 
of fiscal year 1952 to provide cost, budget, and other 
financial information essentiaJ. to proper control and 
administra.tion of the activities of the Commission. 

"Increased efficiency and work output resulted in a reduc
tion in staffing requirements of four posittons. Where it 
formerly required eleven employees, in the Headquarters 
office, to perform the work required, there are .now seven 
employees accomplishing the same results." 
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TREASURY DEPAHTJ:.ffi}NT 

Departmental 

Integration of Accounting and Budgeting.. Surveys were made in 
all Treasury bureaus to gather factual information on the relation
ship between the accounting and budgeting processes, and to 
determine the kind. of financial data available from the records with 
respect to administrative expense appropriations. The results of 
these surveys a.re being evaluated by the departmental budget and 
accounting staffs, looking to the adoption of such improvements ·in 
financial reporting for administrative expense appropriations as 
will best serve the needs of departmental ma.nagement, the Bureau of 
the Budget and others concerned. 

Internal Audit. Regulations with respect to the internal audit 
of fiscal activities in the Treasury Department were developed and 
issued during the year. The regulations establish minimum require
ments for the performance of internal audit in each bureau and place 
on the head of each b~reau the responsibility for developing, 
establishing and maintaining an internal audit system. Responsi
bilities have been established at the departmental level for (1) de
velopment of departmental regulations to be observed in the several 
bureaus, (2) determining that inte~nal audit of fiscal activities 
is installed throughout the Department, and (3) periodic appraisal 
of the system of internal audit in actual operation in each bureau. 

Bureau of Engraving and Printing 

Two years operating experience under the cost accounting system 
installed in 1951 revealed certain areas where amendments or refine-

. ments appeared desirable. Accordingly, in October, 1953, a joint 
committee representing the Bureau, the Treasury Department, and the 
General Accounting Office was assigned to review the cost accounting 
system and related procedures for the purpose of instituting such 
changes as may be required. 

With consideration .of management needs for current and meaning
ful. reports it is the purpose of this committee to develop changes 
which will expedite the preparation of cost statements, revise the 
number and contents of cost reports, and introduce any other changes 
which will simplify the cost accounting methods ·and procedures. 
This project is scheduled for completion in February 1954. 

Bureau of the Mint 

After a test period, during which the Bureau of the Mint made 
certain refinements and minor changes in the complete system of 
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accounts previously developed and installed by the Bureau, the 
accmmting manual and a description of the basic accounting 
principles incorporated into the system were formally submitted 
and approved by the Comptroller General. 

of the Public 

A tioi:nt working group composed of representatives from all 
components of the Fiscal Service of the Treasury Department and the 
General Accounting Office have been engaged in making an evaluation 
of the present methods and procedures used in accounting for public 
debt operations and considering to what extent the system as a whole 
can be simplified or otherwise improved .. To the extent that modifi ... 
cations or revisions in the present system are thought desj.rable, 
the group will develop the accounting plan necessary for making a 
conversion. In the interim, the factual data and recommendations 
developed will be fully utilized in making such immediate improve
ments as are feasible. During the course of the present joint 
project consideration is being given by the Bureau of the Public 
Debt to 'the fUllest possible simpli:f'ication and improvement of 
operations arising out of a comprehensive systems and audit survey 
of public debt operatj.ons made by the General Accounting Office. 
Important procedural changeo have already been adopted with respect 
to (1) the handling of retired U. S. Savings Bonds, and (2) the 
destruction of unfit United States currency, resulting in annual 
savings of $1.7 millions. 

Internal Revenue Service 

Revenue Accounting, The program initiated during the last 
fiscal year in yhich the Bureau of Accounts, Treasury Department, 
and the General Accmmting Office collaborated wi.th the Internal 
Revenue Service to develop and test improved accounting and 
processing operations of' the Service was continued through May of 
1953. Significant improvements were made during this period which 
resulted in.more economical and current processing operations. · 
Many improvement projects which are now being actively pursued 
stemmed from this program. 

As a signj.fica.nt part of a vigorous management improvement 
program undertaken by the top leadership of the Service in the 
spring of 1953, efforts of combined procedures staffs 'turned 
to the development of a revenue accounting system. A primary con
sideration has been the coordination of these efforts '\dth the 
development of a plan involving the consolidation of certain 
accounting and processing operations with respect to Federal Income 
and Federal Insurance Contribution Act taxes administered 
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Revenue Service and Sod.al 
Department of Health, Education and 

At the time deficiencies of the present method 
revenue accounting, from a procedural standpoint, 
fied and a plan of the proposed new revenue 
has been for submission to the Commissioner. 
of the accounting manual will be 
which will be made in a 

new will be 
year An 

revenue accounting of the 
development of the new accounting pr,occettlll"E!s 

which were being duplicated in Washington been 
eliminated delegations tiuthority being made to the 
to extent required. This action has not only resulted in 

will also fa.cilitate of the 

organization changes in the Collection Division 
provided for development of performance standards and the cost 
ascertainment system in conjunction with the revenue accounting 
and reports.system. Present procedures are being reexamined and 
integrated to develop the potentialities for operations improvement. 

Internal Audit. During 1953 advances have been made by the 
Internal Revenue Service in the field of internal audit. A 
reevaluation of internal audit concepts has been made, with increased 
emphasis being placed on the independent review and appraisal of 
operations as an aid to management, in addition to the 
of selectivity with respect to audit scope and 
appraisal of internal control Closer coordination now 
between the audit and accounting and procedures 
staffs. A internal audit ma.nu.al is being written and 
programs for phases are being prepared. The programs, 
although , are to and will be only as 
guidelines. 

more 
Internal Revenue 
compares actual 
and .!.\'dl,..,.L •• ,, ... "'""'""-

At the of 1953 the 
the bu.d.get document were reclassi-

portray the by 
Service A streamlined monthly manual report which 

to programed operations for the National 
has been developed and is being available 

to management n=,r~?·~ the tenth calendar day Of the succeeding month. 

Guard 

~echniques of accounting and financial administration were 
further refined and simplified during the year~ Among other changes, 
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directives were issued which integrated estimated expenditure sub
missi'ons of the districts with actual expenditures obtained from 
their books. A complete manual of Budgetary Administration was 
promulgated which is tied in with all statutory reporting require
ments. The cost of operating the accounting system was reduced 
through (1) the elimination of certain detailed cost data which 
experience showed was not of significant use to management, and 
(2) the elimination of the use of the Standard Form 1034 voucher 
with the vendor's invoice serving as the supporting document. 

The Comptroller's Office developed textbook material on 
financial and supply administration to be used in officer training. 
This is one phase of a broad course that will be required for 
officer promotion. The recognition of the need for officer train
ing in the field of financial administration is a significant 
innovation. 
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ATOMIC ENERGY COMMISSION 

Under date of May 26, 1953 (B-75572), the Comptroller General 
approved certain changes in the system of accounting for AEC ad
vances to major cost-type contractors. These represent modifica
tions in the accounting system as approved in principle in 1948. 
The effect of the changes is to eliminate the preparation of many 
"reimbursement" vouchers, 'subs ti tu ting therefor a special voucher 
for each contractor at the end of each fiscal year. The special 
voucher will reflect AEC approval of the contractor's accounting 
for aJ.l costs incurred during the year, rather than aJ.l disburse
ments made. 

Significant progress was made by AEC in installing and 
perfecting the product cost system for fissionable materials and 
weapons parts, which had been installed at the field level on 
July 1, 1952. The first top-level report was submitted to the 
management in March 1953 although unit costs were available at 
lower levels for some months before that. The system as perfected 
will yield periodic cost figures, including depreciation, by con
tractor, by process and by end-product. The additional cost of 
the new system promises to be negligible in comparison with its 
value in (a) reducing the future cost of processes now in use, and · 
(b) making possible more intelligent planning for new facilities 
and processes. 

During the year, the Commission decided to incorporate in the 
formaJ. accounting system, as of July 1, 1953, the value of all 
fissionable material on hand. This will rouna out the system.and 
permit the reflection on the AEC books, for the first tDne, of all. 
assets in the Commission's custody. Heretofore, all production 
costs have been absorbed in operat:i.ng expenses when incurred. 
While all such information will continue to be classified, the 
change will be of considerable value to the Commissfon and the 
Joint Conunittee on Atomic Energy; it will also aid in the function
ing of the product .cost system. 

Early in the year the first three volumes of a Controller's 
Manual were issued, as authorized previously by the General Manager. 
These dealt with Accounting, Auditing and Budgeting. A fourth 
volume on Insurance was issued June 30, and a fifth, on Travel, 
will be ready for issue early in 1954.. The Manual is expec.tea to 
aid materially in the administration of the accounting system in 
all its aspects. 
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A major change was initiated during the year in the character 
of· the internal audit being performed by AEC and contractor staffs. 
As set out' in Part II of the Controller's Manual, less emphasis will 
be placed hereafter on the detail audit of individual transactions 
and more on the "management" type of audit. More attention will 
he given to good internal control practices and to matters of organj_
zation and procedure. 

By cooperative work with its major contractors and the 
Treasury, the Conunission reduced the average cash balances main
tained on depos~t in commercial banks by about $73,000,000. At 
current interest rates, a saving to the Government of about 
!j>1,700,ooo a year will be realized. 

A study near completion at the end of the year was directed 
toward achieving more uniform treatment of laboratory costs by the 
contractors who operate them for the Commission. The Brookhaven, 
Argonne and other laboratories ha.ve operated heretofore without 
any very specific guides a.s to the treatment of indirect expenses 
and fixed expenses and the reporting ca.tegories therefor. On com
pletion of the stuay the accounttng manual will be revised to 
include more precise definitions in such matters. 
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UNITED STATES CIVIL SERVICE COMMISSION 

DecentraJ..ization of Accounting 

Effective July 1, 1953, the Commission decentralized its 
administrative general ledger accounting for the appropriation> 
"Salariesiand Expenses," t9 the regional office level. The agency 
had previously decentralized its other accounting activities. 
Based on full decentralization to points of local management, the 
central office now relies upon reports from the field accounting 
points. Representatives of the Accounting Systems Division, General 
Accounting Office, collabor.ated"with the Commission's accounting 
personnel in the development of the necessary accounts, procedures, 
and reports required to implement the decentralization. 

Briefly, the system designed provides that a complete set of 
general ledger and budgetary accounts will be operated in and for 
the central office and in and for each of the regional offices. 
Each office will maintain a general ledger account to control 
interoffice transactions. This account will be reciprocal to the 
interoffice accounts of the other offices. The use of these 
reciprocal accounts will provide accounting control over transfers 
of (l) assets between offices, (2) allotments between central. 
office and regional offices, and (3) amounts disbursed and col
lected by one office for another. The system is designed to 
provide accounting information and data essential to the prepara
tion and support of a performance-type budget and such perioaic 
and special reports as may be,required for managerial purposeso 

The Cormnission is now revising its accounting manual to give 
effect to the procedures developed and installed in connection 
with the decentralization of its general ledger accounting. Upon 
completion, the revised manual will be submitted to the Comptroller 
General. for formal approval. . 

. Revolving Fund Accounting System 

As a result of further experience gained in the operation of 
the revolving fund established for use in financing security 
investigations, the Commission has found it necessary to effect 
·certain revisions ·in the accounting system approved by the 
Comptroller .General on October 28, 1952. These revisions in most 
instances clarify and simplify the original procedures. In a few 
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instances accounts ana procedures no longer required have l1een 
el:lmi.natcd. New instructions have been issued in several instances 
as a result of changing conditions. Complete decentralization of 
the aaministra.tive accounting for revolving f'una operations to 
regional offices is now unaer consideration by the Commiss:i.on with 
a prospect of favorable action early :i.n 195J.~. 

Revision of' Internal Audit Program 

During the yea.r the Cormnission rev:i.sed its internal audit 
program. After establishment of the revolving fund for financing 
secur:l ty investigations, the Commission recognized the need for 
strengthening j:ts :i.nternal a.udi t program through a more comprehen
sive coverage, w:1.th the :findings of the aud:L ts incorporatea j.nto 
a report aes:Lgnea to~ provide full a.nd complete :Lnformation to 
ma.nagement both in central office and regionaJ. offices. Heretofore, 
the agency ha.d been performing a limited internal audit of finan
cial transactions. 

A }?rocedure entitled "Instructions of the Budget and Finance 
Division for the Conduct of Financial Audits and Reports Thereon" 
has been developed f'or use a.s a gutae in the audit of financial 
transactions occurring in the various finance offices of the 
Commission. r.rhe program :ls based upon accepted internal audit 
princi.ples. rrhe program contemplates that the office auai tea will 
recej_ve a. copy of the audit report containing suggestions and 
recommendations_, and requires such office to talce appropriate 
action to adopt the suggestions and recommendations or furnj.sh 
adequate reasons for not doing so. 1rhe agency has established a 
separate organizational unlt in the Budget and li'inance Division 
to carry out Hs improved audit program. It is planned to auait 
the accounts of' each f'tnance office twice a year. 

Civil Service Retirement 

During the year two important revisions in the procedures 
relating to the payment of annuities under the Ci v:i.l Service 
Hetirement Act were developed by the Retirement Division in collab
oration with the Division of' Disbursement, IJ.1reasury DeJ?artment, 
both of which were placed in operation upon approval by the 
General Accounting Office. It is expected that worthwhile savings 
will be achieved both in the Commission and in the Treasury 
Department through the establishment of these revised procedtll"es. 

On January 7, 1953, the General Accounting Office approved a 
plan providing for the use of a single award card and the j_ssuance 
of one cbeck in those cases where more than one survj.vor is ent:l tled 
to an annuj_ty and the same person_, usually a widow, is the payee for 
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each such survivor. Previously the Retirement Division maintained 
a separate award card for each survivor; for example, a card for· 
the widow and a card for each chi1d in her care. A separate check 
was issued for each annuitant even though the payee of ea.ch check 
was the same person. Experience for eight monthst operation 
indicates that adoption of this plan has resu.ltea in a decrease 
in the number of survivor award cards established and maintained 
since May 1, 1953, by approximately 1,800 and in the number' ·of 
checks issued .to .survivor annuita:nts by approximately 8,300. 

On November 5, 1953, the General' Accounting Office approved 
cert.a.in basic changes in the documentation and procedures under 
which civil service annuity payments are made together with' 
revised award card forms for use with such procedures. The 
revised plan eliminates the monthly posting of check numbers to 
the a.ward cards a.nd provides (a) that the claim number of each 
annuitant will be punched into the addressograph plates prepared 
and held by the Chief Disbursing Officer, Treasury Department 
(b) that the Chief Disbursing Officer will make an extra copy of 
·the check issue lists for the Connnission on which will be shown 
the cla~m number opposite the check number, amount, and other 
data now sho-vm on check issue lists, and ( c) that the Retirement 
Division will retain a copy of such check issue lists as account
ing support for vouchers and for use in obtaining check descrip
tive data when required in l:i.eu of reference to the a.ward cards 
for the check information as was the case under the prior procedure. 
The revised plan eliminates the so-called "book run" of the regular 
monthly annuity roll checks previously furnished by the Chief 
Disbursing Officer, but provides that when requested he will 
furnish the Retirement Division with a book run of the entire 
a.nnuity roll for internal audit purpoE?es. Book runs of the supple
mental annuity rolls prepared from new plates in accordance with 
new awards will continue to be furnished by the Chief Disbursing 
Officer. No estimates of the overall savings to be realized by 
adoption of these revised procedures are available at this time. 
However, the plan will eliminate over 2,500,000 addressograph 
plate impressions in the Treasury Disbursing Division during the 
first year. 
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GENEnAL SERVICES ADMINISTRATION 

~ergency Procurement Service 

'fhe inventory card in use was redesigned to include a.ddi tional 
data such as ore content, grades, wet weight, etc., needed by · 
operating divisions. This will result in the elimination of dupli
cate records maintained by the Storage and Transportation Division 
as well as the personnel required (approximately 15 man years). 
This consolidation, together with the redesigned all-inclusive 
inventory card, will reduce the number of active cards from approxi
mately 8o,ooo to 5,500. 

Discussions with Munitions Board representatives resulted in 
elimination of three weekly reports, less frequent submission of 
other reports and such modification of the detail required as to 

. :pennit substantial curtailment in the necessary record.keeping for 
the stockpile program. 

Federal Supply Service 

In coordination with the General Accounting Office, Accounting 
Systems Division, General Services Administration is taking aggressive 
action in the development of more effective controls of equipment 
and supplies. Inherent in such controls a.re provisions for taking 
periodic inventories. However, because the personnel burden in the 
i,nventory .process has been so heavy, it has been desirable to seek 
simplified and more economical procedures in taking inventories. 
A method was adopted in San Francisco of counting twice only those 
items which showed a material deviation·between the quantities as 
recorded on stock record cards and the count resulting from the 
physical inventorying. From this pilot installation it was found 
that no more than 20 percent of the items required a second count 
thereby achieving substantial savings in the inventorying process .. 
The instructions for taking periodic inventories are being revised 
and should result in savings of approximately $50,000 annually for 
all of GSAD 

.After a successful pilot installation, good progress was made 
in the application of a. punch-card system to the stores program 
covering the posting of receiving reports; controlling; editing, 
and posting of agency requisitions; maintaining stock.records; etc. 
At the end of Fiscal Year 1953, the system was installed in five 
regional offices, obtaining very satisfactory results. 
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Public Buildings Service 

For many years buildings management services to other agencies 
have been financed from a.n annual appropriation and reimbursements. 
Many difficulties were encountered especially near the beginning 
and ending of each fiscal year because of the time lag between the 
date service was rendered and the date on which reimbursement was 
obtained. Public Law 522, 82nd Congress, authorized establishment 
of a revolving :fund to finance the entire buildings management 
operation including the portion payable from GSA appropriation as 
well as that reimbursable from other agencies. Although it may be 
several years before all of the benefits of this can be realized, 
the initiation of operations under this fund on January 1, 1953, has 
already brought about a substantial reduction in the number of 
allotments and ledger accounts previously maintained as well as 
more accurate costs and has made possible the decentralization of 
the maintenance of cost control at the level where such responsi
bility can be best exercised. The administrative process of 
estimating and justifying future financial requirements has also 
been simplified as a resUlt of this change in financing initial 
expenditures through the management fund. 

The appropriation pattern was simplified by the consolidation 
of the appropriations 11Emergency Operating E}..']?enses" with "Opera
ting Expenses, Public Buildings Service." The need for this split 
in financing no longer exists since the expansion of space require
ments in agencies due to emergency programs has reached relative 
stability. This consolidation will enable simplification of proce
dures and more economical operations. 

The process of billing.other agencies for rent, operation and 
maintenance of buildings, for job order work and for telephone and 
teletype services has constituted a significant burden to GsA. The 
detailed auditing of the billings by customer agencies delayed 
reimbursement to GSA and caused deferment in paying vendors. The 
advance quarterly billings for rental operations were rendered in 
extreme detail and following the end of each year were scrupulously 
adjusted to actual cost, sometimes many months- after the avail
ability of the related appropriations had expired for obligation 
purposes.. Procedures were simplified and the invoice forms were 
redesigned to show only information readily available from GSA 
cost accounts in a manner to facilitate audit and payment by cus
tomer agencies. The principles involved as well as provioions for 
not ma.king adjustments for insignificant differences or ai'ter the 
related appropriation has expired for obligation purposes are in 
accord with Accounting Systems Memorandum No. 9, Second Revision, 
Supplement 7, issued by the General Accounting Office. 
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The hie;hly successful automatic rental payment procedure, 
whereby lessors are paid the arnount of rental due each month on 
the basis of a ve:cified roll without the submission of invoices 
has been adapted and extended with comparable effectiveness to the 
recurring monthly fixed-price service contracts. GSA has hundreds 
of fixed-price eervice contracts covering the furnishing of 
,janitorj.al services, window washing, etc., requiring repetitive 
payments at the end of each month. The elimination of processing 
the vouchers covered by the services hao effected savings for the 
Administrative and Disbursing Office. Better contractor relation
shi.ps will result since the contrac:tors now receive regular payment 
each month without the submission of invoice. 

Miscellaneous 

Pursuant to arrangements made with the Division o±" Disburse
ment.~ Treasury Department, the transfer poot:i.ng method, which is 
the imprinting direct to a check of a carbonized impression from a 
l:tsting of checks prepared in the administrative agency, was extended 
to the payment of miscellaneous obligations of the GSA. The voucher 
~md sch<;)dule of payments was revised to fit the transfer posting 
ma.chine and GAO approval of the revised form was secured. The trans
fer posting of checks cuts the cost in the Treasury Department between 
one and two cents per check and at the same time speeds up check 
issuance. Further revision of the voucher and schedule oi' payments 
has been made and the procedure for its use issued which will enable 
GSA to schedule payments to the Disbursing Office less frequently,. 
realize savings in the cost of the forms used, and still have the 
checks issued in a shorter time. The extent of the savings realized 
f'rom this method over a period of time will be substantial as 
approximately 470,000 checks a year are issued for GSAG 

As a result of investigative activities of' the Office of 
Investigations, General Accounting Office, and the audit o:f feathers 
and down contracts by the Internal Audit Division, General Services 
Administration, deficiencies in contracting practices, contract 
admintstration, and documentation flow were revealed and several 
recommendations made for the purpose of improving the contracting 
practices$ In line with the recorrnnendations made, improvements to 
date are (1) the development of a new form of contract, and (2) the 
issuance of instruct:i.ons to control deliveries. Although the 
improvements were developed specif:Lcally f'or the application to the· 
procurement of feathers and down, they will be applied to all other 
cornmodj_ ties procured by Emergency Procurement Service~ 



- 88 

PANAMA CANAL COMPANY - CANAL ZONE GOVERNMENT 1/ 

Organization 

The comptroller estabU.shed an accounting systems staff 
responsible for developing financial policies and systems of ac
counting and internaJ. control. This action has provided a much 
needed focal point for development of improvements in accounting, 
budgeting, and reporting. 

Statement of 

A statement of accounting was developed and issued 
for guidance of all concerned in accounting matters. This policy 
statement applies, where appropriate, Accounting Principles 
Memorandum No. l issued by the General Accounting Office. 

Rates 

Under the reorganization of the Panama Canal's affairs, which 
was made effective July l, 1951, the entire project was put on a 
business basis with the intent of making it self-supporting. The 
determination of rates for the many and varied services provided by 
the Company involved many questions of policy which required, among 
other things, sound a.ccounting data. The new accounting policies 
and system are providing this and are indispensable tools in the 
current study of the adequacy of toll rates presently underway. 
The Company has been directed by the Appropriations Committees of 
both Houses of Congress to submit its findings in this study 
during the Second Session of the 83rd Congress. 

Revision of Chart of Accounts 

The chart of accounts was completely revised as of July 1, 
1953, in line with the adoption of an activity accounting concept. 
Under this concept the basic unit of accounting for costs and 
revenues is an "activity" which is defined as the work or ,operation 
of a single organiz~tional unit relating to a single function or 
purpose for which the organization has primary responsibility. 
Each activity is a general. ledger account. Operating activity 

!/ As a general rule, accounting improvements of entities sub-· 
ject to the Government Corporation Control Act a.re not 
included in this report. However, because the activities of 
the Panama Canal.Company are so closely integrated with the 
civil functions of the Canal Zone Government, an exception 
is made in this case. 
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accounts have been grouped into programs, sub-programs, and 
a.cti vi ty groups; and may be summarized aJ..ong either organizational 
or functional lines. The chart of accounts is being constantly 
revlewed and revised to meet operating requirements. 

Reporting 

Monthly reports of financial position, operations, changes in 
plant, ana changes in inventory are being completely revised. 
Monthly operating statements show a comparison of operating re
sults with budget estimates: for each organizational unit subdivided 
by functions for which the organization is responsible. 
Functional operating statements are being prepared in those 
instances where functions cross organizational lines. 

Decentralization of Accounts 

Three field offices have been established on a branch account
ing basis. These offices maintain operating accounts and certain 
balance sheet accounts at the point of primary use for the purpose 
of providing better information to operating officials and to 
eliminate the duplication of effort which previously existed. 
Er-;timated savings will be in the neighborhood of $50 ,000 annually. 
Wurthe!' decentralization is under consideration. 

_.Yaluation of Property and Inventories 

The program to inventory and establish appropriate financial 
control of the cost of all fixed assets and inventories and 
related allowances was continued. A comprehensive survey of all 
necessary major adljustments ·has been completed so that firm vaJ.ua
tions ca.n be established this fiseal year which will be subject 
only to relatively minor corrections when the detailed appraisaJ. 
is completed. 

Posting Procedures 

The procedures for posting to the· accounts has been completely 
revised to provide a means for readily tracing the postings to 
source documents. 



Active effort on the to strengthen 
or establish, where over various· 
phases of the programs. administered has resulted in progress in 
this area during 1953.. For the most part, improvements of this 
type produce intangible savings such as improved service to veterans, 
establishme.nt of procedures which meet requirements, and production 
of timely and useful reports to all levels of management. 

Machine Accounting for Insurance Dividend Credit and Deposit 
Accounts. Dividend Credit accounts numbering in the neighborhood 
of 1,250,000 established for NSLI policy~olders under the pro
visions of Public Law 36 became increasingly costly to maintain 
and keep under proper accounting control during the year 1953 due 
to the manual system of accounting in use. Accordingly, it was 
determined that a punched card test would be established in the 
Philadelphia District Office. This test was made on 10 percent of 
the accounts and was subsequently determined to be not only satis
factory from an accounting standpoint, but also gave all indications 
of effecting substantial budget savings~ It was further felt that 
better service to the policyholders would result because of the 
system's ability to preclude backlogs. For~:~the. foregoing reasons 
the procedlire was approved for extension in the Philadelphia office 
to include all Dividend Credit and Deposit Accounts, and in the 
remaining District Offices. 

The punched card system provides for accounting control., over 
all transactions with periodic reconciliation of detail accounts 
to the control accounts. Provisions were also made for mechanical 
posting of the Dividend Credit History records, preparation of 
disbursement vouchers, and st~tements of account to the policy
holders. A set of control accounts has been established from 
which monthly statements will be prepa~red. 

It has been estimated that the new machine accounting system 
for dividend credit and deposit accounts in all of the district 
offices offers a potential annual savings approximately 
$400,000. 

Insurance Allotment Accounting Controle During the yea:.C th~ 
insurance accounts of armed services members whose NSLi premiums 
are paid by allotments from service· pay were converted to punched 
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cards. These punched cards are susceptible to a mechanical audit 
against the punched card records of the several services of the· 
Department of Defense. A premitun receiva.b.le control account has 
been established over these punched cards, taJdng into account 
those suspense cases which are pending. 

The establishment and reconciliation of these punched card 
records brought to light a rather high percentage of discrepancies 
between the VA's and the Service Departments' records. Several 
thousand of these items have been brought into agreement and it is 
anticipated that the balance of these discrepancies will be ac1,justed 
within the next few monthB~ This procedure also provides for 
periodic reconciliation between the VA punched card premium ac
counts a.na policy records, and further requires control over 
documents transmitted to the Service Departments with appropriate 
follow-up procedure ,to assure action by the Services. 

As a by-product of this procedure, the VA has furnished the 
various Services with cards for policyholders having 5-year-level
premimn~term-i.nsurance. The Services have vigorously canvassed 
these members i.n an effort to get them to take advantage of the 
provisions of Public Law 23 by waiving premiwns while on active 
duty. 

Improvement of Insurance Accounting Record. The premium record 
card form has been revised to provide space for posting premium 
payments for a. perj.od of six years rather than four. Since all 
term polides are for 5-year terms, each such policy required the 
preparation, handling, and filing of one continuation card during 
the term. It is expected that savings approximating $185,000 will 
accrue from this revision "by the reduction in number of contj.nua
tion cards required not only for term contracts, but also by 
reducing those required for permanent plan policies by one-third. 

Improvement of Insurance Vouchering Procedures. Revised 
accounting procedures dealing with simplifj.cation of vouchering 
operations and elimination or consolidation of var1ous individual 
refund and disbursement vouchers have been formu.lated. 

Accounting for Accounts Receivable. An accounting control 
procedure has been established for recording overpayments from 
benefit appropriations and similar items in the official accounts 
by reflecting them in the general ledger as receivables. In 
addition, proceaures were also developed and installed which permit 
the write-off of' certain classes of uncollectible receivable 



accounts. These. changes will bring the accounts receivable pro
cedure into line with accepted accounti.ng practice and increase 
the reliability of the accounting records and financial statements. 

Approval of the Direct.Loan Program Accounting System. During 
the year the accounting system for the direct loan program was 
reviewed and a codified manu.al representing that system was sub
mitted to and approved by the Comptroller General in accordance 
with the Budget and Accounting Procedures Act of 1950. This system, 
which now is in actual. operation, is based on the accrual principle, 
is operated on a decentralized basis at points of major program 
activity, and is designed to produce timely and useful reports to 
all levels of management. Many segments of the VA accounting system 
have been approved by the Comptroller General in the past, but this 
represents the first comprehensive, codified accounting manual for 
a major operating program to be submitted for formal approval.. 
Agreement has been reached with VA officials to submit to the 
Comptroller General in the near future comprehensive codified 
manuals for other major segments of the agency accounting system, 
such as systems for the loan guaranty program, agency operating 
costs, property accounting, and benefit payment programs. 

Decentralization of the Loan Guaranty Program. Accounti.ng 
procedures for the loan guaranty program on a decentralized basis 
and integration of accounts with those currently maintained by the 
Finance Division of VA field stations have been released. In 
addition to improving administrative control, this change elimin
ates a certain amount of duplication and will abolish several 
positions in Central Office without corresponding increases in the 
field. 

Allotment Improvements. Budget instructions for the submission 
of the quarterly field estimates have been revised so that field 
management not only requests funds for the ensuing quarter, but 
makes a substantial forecast of their projected needs for the entire 
fiscal yeax. Later each station is advised as to the actual annual 
amounts that have been approved. Further, the allotment structure 
has been simplified from the previous detailed object basis~ These 
major changes permit station management to plan a whole year's opera
tions which it is believed will provide substantial savings in 
administrative expense. In addition, these changes will provide 
field management with an incentive to improve the services within 
the scope of the simplified allotment structure. 

As a result of a survey of' the accounting work in the Central 
Office indicating a delay in processing some vouchers a.nd excessive 
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subsidiary records a.na posting thereto, the nwnber of steps required 
to. 11rocess basic docUJnents was reduced from 1+3 to 1'7; a. 2- to 5-aay 
lag in i)rocessi.ng documents was eliminated, a.na personnel require
ments were reduced by one-fourth. 'I1his accomplishment resulted in 
an indicated annual ~;aving of approximately [~25, 000. 

Development and Installation of Cost Accounting System. 
Progress has been W.1de in developing the overall cost accounting 
structure and related operating procedures as a basis for: 

(1) analyzing costs in relation to predetermined 
standards ana· Judeing the effectiveness of management in 
accomplishing objectives; 

(2) comparing eosts of comparable functions in similar · 
activities; 

(3) developing cost responsibility at all operating 
levels; and 

( 4) long range program plaimi ng. 

rf.his development was preceded and made possible by the earlier 
integration of the detailed inventory records with the general 
ledger control accounts on the accrual basis mentioned :Ln previous 
progress reports. Memorandum cost records previously maintained 
for hospi tal.s and domiciliaries have 'been superseded by a.n expanded 
a.ccounti.ng system that covers all Veterans Administration activi
ties, i.e., Central Office staff and departmental, regional officeG, 
district offices, hospitals, domidliaries, supply depots, etc 
The cost system is an integrated part of the general leager account"' 
tng system and provisions have been maae for reconciling operat:Lng 
expense accounts with obligations. The account structure is such 
as to :provide applied cost data relating to the various functional 
or organizational segments of Central Office staff activities as 
well as the Departments of Veterans Benefits, Insurance, and 
Medicine a.nd Surgery. Subsidiary operating ledgers have been 
established to cover all elements of income and expense. The 
accounts a.re maintained on an applied cost basis and in aceordance 
with the principles of accrual accounting. rrhe placing of cost 
responsi.bilityat the operating level, such as with the chief 
nurse, dtetition, pharmacist, etc. J instead of at the r!1..-=tnagement 
level only has resulted tn increased cost consciousness throughout 
the agency. The above changes will increase the reliability of 
the cost e.ccounting reports and pave the way for additiona.l account·~ 
ing improvements useful to management such as the development of 
cost standards for repetitive operations and cost comparisons 
between activitJes within the Veterans Administration and wJth other 
public ana pri\"1.te endeavors. 



Integration of .Agency Accounting and Related Disbursin~. A 
joint connnittee ma.de up of representatives of the General Accounting 
Office, Bureau of the Budget, Treasury Department, and the Veterans 
Administration, has started a study to survey the various benefit 
payment programs administered by1 the Veterans Administration and the 
activities of the Treasury Department, Division of.Disbursement 
relating thereto. The committee will examine the methods and tech
niques used to execute these pro~rams; and evaluate the program 
generally with a view to improving agency accounting operations as 
well as determine the feasibility and practicability of integrating 
{a) the disbursing function with.the accounting operations, and (b) 
financial and statistical reporting. 

Evaluation Report on Agency Accounting Operations. During the 
year, a report has been prepared and released setting forth the 
agency accounting areas which represent accounting problems and 
should be singled out as points in need of immediate staff a.tten
tio.n with the specific view to improving these deficient accounting 
areas. 

the year certain 
which enabled the 

of 

instances. 

Duri.ng the 
supply fund 

limitations. Procedures developed in connection with the 
establishment of the supply fund eliminated the old system of 
allotments and accounts for supply depot purchases and station 
withdrawals and has deferred all charges against appropriations 
for supplies, :materials, and equipment until such items are placed 
in use at the operating level The use of a supply fund to carry 
unused inventories and unfilled orders will result in bringing 
obligation charges to current appropriations more nearly into 
agreement with applied costs or consumption. Operating costs of 
supply depot service and Reclamation Divisions were made payable 
from the supply fund a.nd resulted in the establishment of a speci
fic order cost system to provide a basis for: (1) pricing repaired 
property placed in supply depot stock; (2) determining appropria
tion costs to be charged for repair or overhaul of field station 
property; (3) determining appropriation costs to be charged for 
inspection and other services rendered field stations by Service 
and Reclamatfon Di vision personnel; and ( 4) determini.ng tp.e ga.in 
or loss of Service and Reclamation Division operations. 
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Utilization of the revolving fund technique necessitated the 
establishment of new general leager accounts and interna.l controls 
to insure the validJ.ty of appropriation charges and credits and 
interoffice transfers. Certain of such general ledger accounts 
reflect the value of inventories by certain categories of expend
able supplies, the cost of sales of such inventories, and the 
value of property purchased for immediate consumption without 
being placed in war~house stock. These accounts permit computatton 
of inventory turnover by category of supply, ratio of inventory 
purchases to direct-issue purchases, and other related property 
management studj_es by field station and on a consolidated basis. 
There has a .. lso 1)een establ:ished a series of financial statements 
prepared in commercial financial statement form in oraer that all 
levels of management will receive timely information concerning 
the results and current status of the fund. 

Im.proved Audit Techniques. The institutional audit program 
was r'e-evaluated and policy instructions issued which placed 
greater stress on confining audit effort to those areas in which 
maximum recovery for dollar audit expenditure could be achieved. 
During the period July 1, 1953, through September 30·, 1953, excess 
charges of ~~889 ,000 were developed at a cost o:f $278 ,000 for 
personal services and travel. 

Decentralization of Budget Matters. The strengthening of' 
field station controls and the reduction of administrative work
load both in the field and tn Central Office. were achieved through 
the consolidation of program allotments for personal services and 
em;ployees travel. As programs have become stabilj.zed and 
fluctuations of personnel reqiri remento havo become better known,: .it 
was decided to decentralize to field station management the \jo'b of'. 
determining requirements for each activity within each major 
Central Office allotment. 

Development of Instructions to Collect Indebtedness. Pro
cedures have been formulated providing for the collection of all 
types of indebtedness from unpaid 191.i.8 insurance dividend accounts 
prior to decentraJ.ization of such accounts to the district offices 
even though the i.nsurea has not made a req_uest for his d:ividend 
As a result, a considerable sum, estimated to approximate *750,000, 
which might otherwise never have been collected, will be returned 
to the proper appropriations or miscellaneous receipts. 

Improved Accounting T:ceatment of' Certai.n Suspended Insurance 
Awards. Procedure has been formulated for transferring :i.ntere'st 
and the cmmnuted value of unpaid insurance :lnstallments from the 
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A letter was to.the latest address of each such_ policy-
holder (about 750,000) asking him to apply for the dividend 
ments on the basis of the response to this circularization were 
made from Central Office under the mechanical sys~em until the 
volume of applications dwindled to the point where this sytem was 
i10 longer economical. The remaining unpaid accounts (approximately 
400,000) were at that time decentralized· to the district offices 
for payment if, as, and when the amounts wer·e claimed by the payees. 
No further active effort will made to locate these policyholders. 

Elimination of Asset Checks. In almost every instance where a 
recipient of veteran benefits died, an "uncashed" check was found 
among his effects which, under state laws, became an asset of the 
estate. The estate assets are administered under local state laws; 
therefore, the unnegotiated check was subject to the same adminis..:. 
tration. Inasmuch as the states have varying laws in this regard 
the Veterans Administration undertook to develop all these claims 
and sent them to the General.Accounting Office for settlement. I.n 
practicaJ~lY .every case of beneficiary death, an accrued amount of 
benefits remained to be paid which had to be administered under 
the VA pension laws thus necessitating two settlements\<?n every 
death. The provisions of Public Law 42 of· the 83a Co11g:i-~1ss 

11'-

elimi.nated asset checks with the result that there has b~een a 
substantial simplification of procedures in this area of benefit 
payments. It has been estimated that the improved procedures will 
result in savings of approximately $50,000 per. year 

Procedures 

Listed below.are the areas in which the agency was able to 
effectuate improvements in operating procedures, several of which 
will produce rather sizeable tangible savings. An aggressive pro
gram has been laid out for the future which embraces studies in 
several broad functional areas with the ultimate goal of increased 
utilization of modern business machines. 

Improvement of Insurance Dividend Procedures. Procedural 
changes in connection with the payment.of the regu1ar annual dividends 
were effected to simplify and expedite operations. The more 
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significant changes consisted of: (1) the two forms used to notify 
insureds of the establishment of divi.aend credits and witharawa1s 
from div:ldcnd credit accounts were combined as one form; (2) the 
preparatj.on of subvouchers for certain non-cash wi thdrawaJ..s of 
dividend credits was eliminated,, and the use of a transfer posting 
type of voucher to schedule cash withdrawals was provided; (3) the 
procedure for computation of interest on dividena credit account 
balances was simplifiedj and (4) the filing system under ·which 
dividend credit a.na deposit recoras a.re maintained was simplified. 

Insurance Interest Calculations Simplified. A change was made 
in the basis on which interest calculations are mrj,de with respect to 
dividend creai t a.nd deposit accounts. Under the simplH'ied procedure,. 
interest is computed on the remaining balance annually rather than 
on each transaction on a monthly basis. Thus, interest is computed 
and added to the principal on the policy anniversary at the same 
time the new year's dividend is added to the policyholaer's account. 
This procedure ha.s resulted in considerable administrative savings 
as it eliminated approximately 600,000 caJ.cula.tions in 1953· 

Improved Insurance Premitun Billing. The test of direct pay 
premium billing for policies on which premiums are paid monthly 
(packet billing) reported in the 1952 Progress l~eport has be¢n 
evaluated and authorized for installation in all. district offices. 
The procedure provides for the mailing of 12 premium notj.ces :tn 
one envelope to the policyholder once a year on the anniversary 
of the policy. He is requested to send in one premium .notice each 
month with his remittance. The test has indicated that savings 
will be realized primarHy by the reduced cost of postage (esti"" 
ma.tea that a saving of $750, 000 on postage onl.y will accrue in the 
first full year of operation) and a reduction in the time required 
to compare notices with policy records. 

New Methods of Numbering and Filing National Service Life 
+nsurance Records. Necessary procedures have been developed to 
provide that where a policyholder has insurance in force under two 
or more accounts, all the prem:Lwn records for his accounts w:Lll l)e 
filed together under a designated file number in the same locationo 
In adCiition to other advantages, this change will make unnecessary 
any involved procedure to transfer money credits from one account 
to another in order to avoid lapse. Also, routing will be con
siderably simplified in connection wi.th "split remitta.nces 11 cases. 
Further, it will lessen or expedite the work involved in the 
requisitioning, searching and association of various types of 
records such as premium record cards, insurance folders, DIB 
folders, addressograph plates, and loan and lien record cards. 



Improving Insurance Operations. Operating procedures were 
revj.sed making it unnecessary to recall USGLI policies in connec
tion with recording beneficiary and/or settlement option changes 
on the policies. Instead, provision was made for sending photo
copies of such changes to the insured, thereby achieving increased 
economy and efficiency as well as uniformity of operations with 
NSLI. 

Development of Procedures for Certain Insurance Refunds. and 
Payments. Development of procedures was completed and instructions 
released to provide for refunding the portion of premiums on 
permanent plan insurance, for periods under Public Law 23 waiver, 
which represents the cost of pure insurance risk. Also, procedures 
have been released providing for the reporting of insurance 
particulars by Insurance Accounts personnel to Claims personnel 
with respect to death settlement and any remaining unpaid dividends, 
dividend credits or dividend deposits on the same document rather 
than two different forms. This has resulted in the elimination of 
one form and one adjudication process by Claims. 

Improvements by Transfer Posting Procedure. The check produc
tion procedures of the disbursing offices of the Treasury have been 
further facilitated by extending the transfer posting procedures to 
all classes of payments with the exception of recurring benefit 
payments. In processing the new schedu~es the Treasury disbursing 
offices will utilize mechanical equipment, thereby increasing out
put by elimination of proofreading the manual check preparationo 
The extension of this procedure will eliminate the manual typing of 
approximately 6,000,000 checks in the Treasury Department. 

Introduction of the transfer posting technique coupled with 
the more extensive use of payment identification codes in preparing 
the voucher-schedule further reduces the need for transmittal of 
payment identification documents, for enclosure with payment checks 
issued to payees. 

Revisions of Manuals and Other Administrative Issues.· In an 
effort to improve administrative issues by eliminating various 
types of instructional media, consolidating others, and simplif'ying 
instructions for operating personnel, a numb.er of manuals were 
revised completely, among which were M4-12, Finance Operations j'or 
Auditing Miscellaneous Vouchers; M4-17, Payment of ·Salaries; M9-3, 
Part IV, Insurance Underwriting Procedures; M9-3, Part I·' Insurance 
Collections Procedures; and M9-3, Pa.rt II, Insurance Accounts Pro
cedures. These revised manuals served to rescind a considerable 
number of circulars, emergency interim issues, letters, instructions, 
and technical bulletins. In some cases, new manual forma.ts were 
designed to eliminate unnecessary detail as well as repetitive material .. 
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Work Measurement Revisions. Extensive revisions have been 
ma.Cle to instructions for work measurement reporting by the various 
field stationG which prov:i.de Centra.l Office with more meaningful 
figures as to volumes of work processed 1;;/ type of transaction. 
Such da.ta are used for evaluating current operations and esthna:ting 
future budget requirements. 

Signing of Authorization for Fee-Basis Outpatient Services A 
hectocsra~ph {mechanica.l) process :Lns-l:.allcd in the majorityofVA 
offices has simplified a.nd expedited tl1e preparatfon of authorj_zations 
for fee-basis outpatient services. Among other advantages, it has 
reduced the nwnber of signatures :from seven to one and has resulted 
in a total savings of approx:i.ma:t.ely 1,000 man-hours per month. 

Field Certification of Account Current& Necessary changes in 
accounting procedures, reconciliations, and flow of documents to 
and from the Treasury Department were effected in order to delegate 
authorj.ty to each field station to administratively approve accounts 
current in lieu of previous practice which required submission to 
the Central Office for such certification. This has resulted in 
the elimination of some accounting files, reduced costly transporta"' 
tion handling and further advanced agency policy of decentralization · 
of administrative and accounting responsibilities 

Improved Procedures for Personal Funds of Patj.ents and Ii'unds 
Due Incompetent Beneficiaries. Accounting and reporting procedures 
have been revi.sea. to provide for monthly compilation a.nd reporting 
of perti.nent accounting data. 'I'his revision resultea·in a further 
decentralization of accounting responsibility from the Central Office 
a.nd simplified the preparat:i.on of regulatory reports~ 

Payments in Foreign Currency. Operating procedures were 
revised to provide for submission of voucher~schedules payable in 
foreign currency directly to Treasury regional disbursi.ng offices 
~y field stations in lieu of submission to Central. Office ~Chis 
el:tminates the necessity for internal accounting tra.nsacti.ons 
required by the transfer of such vouchers to Central Office and 
facilitates processing at. :reduced cost. 

Changes in Documentation 

During the year several routine operations were revised 
agency which will result in admi ni r3trati ve savings. These 
ments are the direct result of continuing staff' studies of existing 
and proposed procedures with a view to elj..minating duplication of 
effort, wherever found, consistent with accounting and legal 
ments. 
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was effected by eliminating the letter of to the 
It is estiraated that, the simplified renewal procedure will ~~-"'~,··~~ 
annual. savings in the neighborhood of $645;000 .. 

Streamlined Procedures for Insurance Adjustments. 
have.been completed with the Department qf Defense to withdraw 
immediately, by set-off from·the monthly insurance allotment payment, 
the amount reflected in retroactive discbnti.nuance Sub
sequent claims against the Service Allo.tmeri't Offices will be made 
by the VA in those cases only where VA overpayments have been made· 
on the assumption that allotments were in effect at the time of over
payment. This arrangement simplifies considel'.'ably the procedure 
required under the old uReimbursement Register" agreement and will 
result in appreciable administrative savings. 

Disposition of Insurance Posting Media for Collection. A study 
was made in connection with the practice of retaining posting media 
for colJ_ections after the 'posting and miqrofilmi.ng operations were 
completed with the result that it was decided to retain only a 
small percentage of the post~.ng.meaia'for purposes of 
audit~ This decision releases over 70 percent of the insurance 
space formerly required to house these records. 

Elimination of Processing of Insurance Policies During the 
year successful staff work produced decisions which eliminated the 
need for insurance policyholders and 'their beneficiaries to.submit 
insurance policies to the Veterans Administration in connection 
with all types of surrenders These decisions will make unnecessary 
the handling and filing of surrendered or :matured in both 
the Veterans Administration and the General Accounti.ng This 
involves approxima~ely 75,000 policies per year~ 

Elimination of Forms. A project of reviewing all insurance 
forms was underta1cen and as a result about 100 · (of the 680 forms) 
were declared obsolete. Another 50-odd forms were elinLinated by 
consolidation, an exanrple of which is the eight qifferent under
writing worksheet forms used to effect various tr~nsactionso All 

, ·' 
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worksheets were· consolidated so that one revised form now hanaies 
all eight types of transactions. This will result in administrative 
savings. 

Also, by agreement upon a simplified documentation procedure, 
two unw:i.eldy. forms were eliminated which had formerly been required 
to voucher all payments to veterans involving non-repetitive amounts. 
This change made possible the adoption of the transfer posting tech
nique for these payinents, eliminating the typing of thousands of 
veteran benefit checks~ 
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In the 1953 budget Office recommended 
and was a consolidation in its appropriations structure from 
18 to 11 appropriationso This consolidation provides for greater 
flexibility in administration and !considerably reduces the detailed 
document posting and·account keepfng. 

Beginning with the 1954.appropriations the plan for allotting 
funds was revised to provide for ai1otments for personal services 
and general expenses in lieu of allotments by objects of expendi
ture. In connection therewith a distribution ledger was established 
in which is accumulated the detailed information on expenditures, 
which when considered with the unliquidated obligations provides all 
necessary data for management, reporting and budget.presentation. 
This plan has reduced administrative allotments from 106 to 23, has 
eliminated a large number of detailed postings, and permits better 
utilization of the allotment ledger for its primary purpose, that 
of controlling funds. 

Certain fiscal operations, such as the preparation of payrolls 1 
tax and retirement records and producing the Forms W-2 were absorbed 
by the punched card machine installation, which is primarily for 
statistical work, by extending the.capacity of the machines at a 
small rental increase without any increase in the machine installa
tion personnel. Also, by punching some additional information in 
certain statistical cards having to· do with vouchers for payment 
to jurors it has been possible to obtain information for the dis~ 
tribution ledger and the statistical reports from the same cards. 

By the development of a personnel distribution control form 
which extends a bookkeeping machine operation for personal services 
obligations, several manual operations were eliminated and needed 
detail personal service information has been provided. Other 
changes in procedure provide for posting from source documents 
received from the field in lieu of sunmtary reports as heretofore, 
and the establishment of a numerical index for general expenses 
cross-referenced to the obligation file by judicial districts. 

A new collection :procedure has been established in one judicial 
district which it is believed will facilitate the work, and a new 
payroll form for fees and allowances of jurors before U. $.,·Com
missions in the Territory of Alaska has been put into effect. Both 
of these ·changes have been approved by. the Comptroller General .. 
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Bureau of the Budget 

At the request of the Director, Bureau of the Budget, a 
survey was made by the Accounting Systems Division, General Account
ing Office, of the internal budget and accounting activities of the 
Bureau. The accounting for property was reviewed in collaboration 
with the General Services Administration. Based on recommendations 
developed from the survey the Bureau took action to implement some 
suggestions immediately and is now in process of carrying out the 
other changes th~t-were advanced. 

Specific improvements in accounting and control accomplished 
to date include: the placement of the accounting operation in the 
organization on a basis to provide a better alignment of functions 
and also to increase ·the opportunity :for independent action by the 
unit; the distribution of certain object class expenses to the 
budget 'activity classifications was.improved; improvement in.the 
cross reference control of documents thereby eliminating the work 
of transcribing payment information from schedules to basic detail 
documents; the discontinuance of submitting voucher forms to ven-
dors wi.th purchase orders; establishment of .a stores control account 
in the general ledger to periodically reflect the value of supplies 
based upon physical inventories and eliminating the need for pric·ing 
stores issued; the routing of invoices directly to the Finance Section 
and establishing the use of independent .receiving recqrds to.improve 
internal control; adoption of a uniform policy for the capitaliza
tion of equipment and use of a record card designed to reflect all 
pertinent information; the designation of. a Board of Survey for 
receiving shortages, losses, damage, etc., of equipment items and 
to assess or relieve' liability. 

Progres's is also. being made toward simplifying the processes 
.a.nd controls employed in handling travel documents and the develop
ment of an accounting manual. 

Civil Aeronautics Hoard 

Under Reorganization .t"lan No .. 10 of 1953 responsibility for 
airline subsidy payments was traµsf erred from the Post Off ice 
Department to the Civil Aeronautics Board. · The Civil Aeronautics 
Board,- iri cooperation with the Post Office Department, has developed 
tentative accounting and auditing procedures requlred by the 
separ,ation of air mail payments into subsldy and service payments 
and has issued instructions to the air car:riers on the submission 
of claims for subsidy payments. After a trial period these proce
dures will be reviewed and incorporated in a comprehensive accounting 
manual' which is being prepared. , 
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Feder~l Civil Defense Administration 
. . 

Operations Program. In cooperation with repres.entatives of 
the Accounting Systems Division, General Accounting Office, ac
counting personnel of the Federal Civil Defense Administration has 
developed and installed a system designed for use in accounting 
for the financial transactions affecting its. "Operations" program 
as distinguished from its ''Matching Fund" and "Stockpiling" pro
grams. The system was approved by the Comptroller General on · 
November 10, 1953 .. 

The system was developed in accordance with accepted account
ing principles and standards applicable to the particular operating 
needs of the agency~ The system provides accounts and procedures 
appropriate for the adoption Of the full accrual principle. . 

The activity schedule under the operating appropriation was 
revised to be consistent with the Agency's organizational structure. 
Since the accounting classifications follow the same pattern, the 
integrated system points up managerial responsibility for execution 
for eachphase of the "Operations" program. 

The system is designed to provide the information and data 
essential to the preparation and support of the periodic financial 
statements and reports required by management_ in the proper dis
charge of the duties imposed upon it by law. 

Matching Fund Program. A system and related procedures has 
been developed and installed for use in recording transactions af
fecting the Federal Contributions Appropriations and the Procv.re
ment {Revolving) Fund :provided for financing the "Matching Fund" 
program. The agency is now formalizing the procedures into a 
manual for submission to the General Accounting Office for formal 
approval .. 

The system will provide the account.ing data and information 
required in the preparation of the annual budgets .. "Performance
type" for the Federal Contributions Appropriations and 11 Business" 
type for the Procurement Fund. Obligations and expenditures are 
classified and reported in accordance with the activities shown in 
the respective annual budgets. The.accounts are maintained so as 
to classify expenditures (contributions) by states~ The system is 
designed to produce data and information needed in the preparation 
of reports useful to management .. 

Stockpiling Program. The agency has developed and installed 
a system and procedures for use in accounting for transactions af
fecting the "Stockpiling" program. Emergency supplies and ·equipment 
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procured for stockpiling purposes are sto1"ed and held in stratc'Gi
cally located warehouses operated for the Federal ClvJ.l Dcfem:c 
Administration by the General Services Administrat:ton. Detail 
property accounts are maintained at the warehouses on the~ bas1 s of 
receiving reports, with the agency maintaining its inventory 
accounts on a paid voucher basis. The system is now bEd.ng revi~-:ed. 
so that the detail property accounts kept at the warehou:=::cl.=i wHl 
be fully integrated with, and contl'olled by1 the financial recordB 
of the agency. 

Federal Communications CommiErn:ion 

A two year project for improving and simplifying f ina.ncial 
control over property in the Commission was completed during the 
year~ A phyelical inventory of property was completed and. recon
ciled to the subsidiary property records and the general ledger. 
Guide lines .were established to facilitate the proper classifica
tion of capitalized property. 

Foreign Operations Admin:i.stration 

The consolidation of the former Mutual Security Agency, 
Technical Cooperation Administration, and Institute of Inter
Ame:rican Affairs.tnto the Foreign Operations Administration pursu
ant to Reorganizatipn Plan No .. '7 dated June 1, 1953, has necessi
tated the development of a revised accounting system to replace 
the three accounting systems previously used which utilized 
different principles and bases of accounting. Representatives of 
the Controller's Office of the Agency and the Accounting Systems 
Division, General Accounting Office are cooperating in an endeavor 
to devise such an accounting system before the beginning of the 
next fiscal year. 

General Accounting Off ice 

Excellent progress has been made during the year in conve:r·ting 
accounts receivable controls and records and related procedures, 
maintained in the Transportation Division relative to carrier over
payments, from a manual basis to procedures utilizing electrical 
accounting equipment required to perform the huge volume of work on 
a manual basis~ Thus far this year, five-sixths of the accounts 
(involving approxirr~tely $30,000,000 of carrier indebtedness) have 
been transferred to tabulating cards with the remainder scheduled 
for t:t·ansfer not later than June 30 )' 1951+.. The revised system has 
expedited considerably collections o:f overpayments and, also, has 
been commended highly by many of the carriers involved .. 



- 106 ... 

Ptirsuant to Public l-a.w 178, 83rd Congress, the Government 
Printing Office commenced operating under a revolving fund as of 
July 1, 1953, utilizing the accrual ·basis of accounting and sub• 
mitting annual budgets on a business-type basis. 

While the new basis was in effect only one month, it was pos
sible to prepare a modified balance sheet as of the beginning of 
the year. This was due to the fact that the agency had maintained 
a comprehensive cost system which provided for costing of worlt on 
an accrual basis (with certain exceptions) and had ma.de prepara
tions in contemplation of the new system, earlier in the calendar 
year. 

The 1955 budget has been prepared on the new basis. Likewise, 
a revised internal budget is being planned; Le., on an accrued 
cost basis and thus readily susceptible of measurement of results 
against prior plans through use of information regularly produced 
from the accounts • · 

In the course of effec~ing such revisions in accounts and 
procedures as to apply all elements of cost as they accrue and syn
·chronize the various accounts with appropriate controls--and provide 
for internal and external budgeting and reporting on a consistent 
basis--a new general ledger was established. This is designed, of 
course, to control all sub~idiary elements such as cost accounts, 
property records, receivables, payables, etco The general ledger 
is therefore current, on the new basis, subject to adjustments 
which will be made to reflect depreciation yet to be computed on 
equipment, the incorporation in the fund of certain stocks held 
by the Superintendent of· Documents for sale, and other relatively 
minor revisions. 

The cost accounts, while currently being compiled in the same 
fashion as in prior years, are also being recast in order 
integrete them with the general accounts. and fully n"l:rnRY"l'lf"r"\n 

related procedures. 

As work on cost of the system 
progresses, plans are underway for a system-of _reporting 
to fulfill the needs and desires of management This will afford 
the comparison of costs and revenues by and according 
to productive operations within the several activitieso 

Likewise, in the course of 
is being developed Which will 
accounts and procedures. 

developmental da.ta 
incorporated in a manual of 
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!!£..~ing and Home' Finance A&enc-y: 

In the interests of simplification of financing and clarifica
tion of the budget presentation, arrangements have been made to 
consol:i.date the financing of five separate liquidating programs .. into 
a single revolving fund. This new presentation will provide for 
more adequate disclosure and enable simplification of the related 
budget, accounting, and reporting procedures. 

The reorganization of the Accounts and Reports Section and 
installation of machine accounting is resulting in the assignment 
of accounting duties on a functional basis with accompanying re
duction of personnel and improvement of internal controL 

Field accounting procedures were completed on all programs 
except administrative expense funds. Internal procedure on the 
Slum Clearance :program has been revised so that inspection fees, 
interest, and :principal a.mounts due are deducted when loans are 
made to a local public agency. This set-off procedure reduces the 
volume of transactions. 

Regional office r~porting has been simplified by the adoption 
of a consolidated monthly financial report which replaces 8 indivi
dual reports. The elimination of two deposit funds has improved 
the accounting and. reporting on two programs. Reports on status of 
funds issued to management have been made more uniform and less 
detailed. 

Control has been strengthened by having all vendors' invoices 
routed directly to the Accounts and Reports Section. Continued 
development of the intern~l audit program should result in greater 
coverage.and more current audit reports. 

A comprehensive accounting system survey has been made by the 
Office of the Administrator,, IDIFA, and the Accounting Systems 
Division, GAO. 

Libr§9.:l of' Cong;r.:ess 

Acco1.lllting officials of' the Library, with the participation 
of General Acc0tmting Office representatives, are surveying account
ing requirements with a view.to revising the·existing accounting 

. system in accordance with principles and standards promulgated by 
the Comptroller General. The contemplated system will provide for 
more complete disclosure through the accounting records, more uni
form reporting and .better accounting control of assets and 
liabilities .. · 



108 -

Simplification of the appropriatio.n structure was 
this year by the consolidation of eight appropriations with the 
remaining appropriations, thereby providing a basis for improved 
a,ccounti.ng resulting in time saved in budget prepa~ation, and more 
effective budget presentation and control.· · 

With General Services Administra.tfon's collaboration, detail 
records of non-expendable property were established by tabulating 
processes. 

Tabulating equipment which .originally served only ·the Card . 
Division is now more efficiently utilized.by including maintenance 
of detail non-expendable property records, preparation of monthly 
statements of account for library cards sold by the Card Division 
{copies of these statements ·constitute the Card Division•s accounts 
receivable of over 8,000 active accounts) and preparation of pay
rolls and related documents, including leave and retirement 
records, W-2 forms, and current statistical reports for the guid
ance of department and division chiefs of the Librar,¥ 

Miscellaneous improvements include: simplification of dis
bursing symbols used by the Library disbursing officer, resulting 
in reductions of vouchers, .savi.ngs of checks, check preparations,; 
accounts current preparation, etc., with an overall saving of 
approximately one man yea:r; and revisions of .classifications for 
service fees, thereby putting accounting and reporting for these 
items on a common basis. · 

National Advisory Committee for Aeronautics 

A survey of the accounting system.of the National Advisory 
Committee for Aeronautics was made during July and August 1953 
by representatives of the Agency.and the Accounting Systems Division, 
General Accounting Office, and a report was rendered to the Director 
of NACA at the end of August conta.ining observations, comments, 
and reconunenaations for improvement. Specific recommendations 
now being implemented include the following: 

Ii . 

(1) revision of present cost accounting practice inso
far as necessary to develop costs on a sound accounting basis, 
including (a) control of cost and revenues by general ledger 
a.ccounts supported by subsidiary accounts and records, (b) 
use of accrual basis of accounting for revenues and expendi
tures, (c) reconciliation of cost reports to appropriations 
at laboratory allotment level, and (d) development of methods 
for distributing costs of indirect charges to job orders in 
accordance with generally accepted principles of distribution; 

(2) improvement of internal control over stores; 
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( 3) i . .ntegration of equipment controls with the accounts 31 

with emphasis on establishing through the a~counts full dis
closure of the va.lue of equipment in statements and reports; 

(4) revision of fixed property accounting procedures to 
the extent necessary to insure the development of the cost 
va.lue of this category of assets, including costs charged 
against operating as well as construction funds, and with 
provision for segregating these charges as necessary to recon
cile fixed property costs with funds appropria.ted therefor; 

(5) improving books of original entry and general. ledger 
controls on a manual maintenance basis and developing uniform 
procedures for maintaining subsidiary ledgers and for reporting; 

( 6) review of present accounting rep.arts being produced 
with a view to improving their quaJ.ity, significance, and 
usefulness to management while possibly reducing. their volume 
and frequency; 

(7) review of present system of general. ledger control 
accounts with a view to redefining and retitling the a,ccounts 
in more descriptive and meaningful terms, and to reduce the 
.number of· such accounts if possible; and 

(8) development of an accounting manual for the purpose 
of insuring uniform application of the accounting system and 
to provide the basis for internal and external audit of the 
systemo· 

The completion of the foregoing progrrun is scheduled so that instal
lation of the changes will be effective beginning July 1, 1954-. 

National Labor Relations Board 

The realignment of certain functions, decentralization of 
obligating authority for appropriated f'unds, accumulation of costs 
on an activity basis, and the revision of the accounting system to 
reflect the foregoing, together with an intensive drive by the 
Washington management to reduce administrative costs, have :resulted 
in a number of improvements during 1953. 

The function of position control was absorbed by the fisca.l 
and personnel activities with a.n annual saving of two man years, 
or $5, 500. rrhe payroll was rearranged on an organiza.tionaJ. and 
regional basis to facilitate the preparation of monthly reports 
reflecting salary costs by operations and regional offices. 
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Control of allotments was further decentralized to operating 
· 1eve1s· ,which resulted in more ca:re:ful scrutiny of proposed obliga
tions and more accurate and timely reporting of obligations·· incurred~ 

The accumulation of cost data .has been greatly improved. 
Travel and other expenses are now charged to program activities 
which.forms the basis for operational cost reports. 

A test procedure has b1~en installed in ·two regional offices 
which has as its objective the :accumulation of operating statistics 
on a decentralized basis. If it proves successful and can be 
expanded to provide all the labor relations data required without 
increasing the field staff, some 30,000 documents can be kept out 
of Washington, and the cost of the central statistical operation 
reduced by an estimated $25,000 to $50,000 annually. 

National Science Foundation 

The National Science Foundation has' developed a revised 
activity schedule that clearly presents the services performed by 
the agency and is consistent with the organizational structure and 
the assj_gnment of responsi"bili ties to agency officials ·for the con
duct of operations and performance of agency functions. The 
account structure has been revised to provide (1) direct accounting 
support for the activities except for minor distribution of manage
ment and administrative costs, (2) assurance that operations are 
carried out within available funds, and (3) for the preparation or· 
useful financial reports to meet current management needs. At 
the request of.the agency, the Accounting Systems Division, General 
Accounting Office" is assisting in the design and installation of 
the revised.accounting system. 

Railroad Retirement Board 

.Integration of the Accomiting and DisbU.rsing Functions~ As a 
result of a study of the economies to be.achieved by the integration 
of the benefit check ~iting functions with the, related accounting 
functions of the Board, the Division of Di.sbursement, Treasury 
Department, delegated the check preparation and related operations 
to the Board on a test basis. The pilot installation is well under
way with the Board having prepared its first checks on December 4, 
1953 .. 

Improved Wage Reporting Techniques Result ·in Savingsu Through 
efforts of the Board, the reporting methods of four additional rail
road employers have been revised so that they now submit a punch 
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card record of the earnings and service of their employees. This 
action has :Lucrcased the total number of punch cards prepr:tred by 
employen1 and [;ubmi ttea to the Board to e.:tpproximately l~) 500) 000 
for 1953; this has proven advantageous to both e1nployers and the 
Board and reduces the card punching workload of' the Board. ~L1he 

combined action of previous years and this year produces an annual 
so.v:Lng to the Boa.rd in wage-record accounting of about $150,000. 

Annual Wage Heportine; by Employers Effects Savings. Three 
ad<Htic;i1al raTiroad employers,·re1:-e author·ized to change from 
quarterly to annual wage reporting in 1953) making an aggrq~ate 
of 1)080)000 employees whose wages are being reportea on an annual 
basis. The Board has determined that its policy of accepting 
annual wage rei:)Qrts from employers has decreased ·by about 3-k 
millions the number of detail earnings items reported and processed 
annually, wbj_ch has resul tea in a. total annuoJ. savings in excess 
of *65,000. 

Single Payee Checks. IJ1he Board has recently requested and 
obtained .. authority from the Comptroller GeneraJ. to certify for 
payment consolidated a.mounts for widows and children in lieu of 
separate amounts, i.e., one for the widow and a separate check 
for each child. rrhe volume of these t:ypcs of payments will even
tual.ly be reduced by more than 50 percent (after existing records 
hs.ve been converted) and will result in a minimum saving in check 
writing and postage costs a.lon.e of *25,000 per year. 

SeJ.ecti v_e f3ervice System 

In carrying out its respons:i.b:ilitiec-i under the BucJget and 
Accounting Procedures Act of 1950 and the Jo:Lnt Program :for Im1).rov
ing Accounting j_n the Federal GovernnH:~nt) an :i.mproved and s:i.mplified. 
accounting system was developed by the Selective Serv:i.ce System. 
The system was pilot tested in th:r•ee representative account=Lng 
locations, introduced to field personnel by means of three confer
ences at. strategic points throughout the United States, and placed 
into operation in the entire agency effective Jul.y 1, 1953. 

rrhe sys~em features a departure from traditional budc;etary 
control methods Jn tha.t a.llotm.c-mt ledgers a.re dispenseC:l with 
entirely, control being acconwlished directly through the general 
ledger. ~rhis approo..ch ha.s createi:l a great deal of interest ln 
several Government agencies having comparable account:Lng problems. 

The basic f'rame·work and a.ccountin~ principles and standards on 
whfoh the a.ceountine; system was p:cedi.ca.ted were: (a) the complete 
decentra.liza.t:lon of accourrtine:; and recordkeeping to the [0tate 
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Headquarters level (57 accounting locations) where operational 
management, authority and responsibility are vested; (b) the 
production of more current and effective reports and information 
for.management purposes at all levels; (c) the direct support for 
and complete integration with budget classifications and processes; 
( d} the improvement and simplification of funa controls'; ( e} the 
further improvement of accounting control over property; (f) the 
elimination of repetitive recordation at all levels of organiza;.. 
tion; and {g) :i.mproved internal a.udit program along commercial 
lines geared to the new system. 

The application of the concepts and principles in this sytem 
resulted in the elimination of 4,650 allotment accounts in the 
field offices and a reduction of 1,200 general ledger accounts in 
the central office. The simplification and reduction in records 
maintained resulted in savings of over 11 man years in the fiscal 
operations and eliminated the neea for bookkeeping machines in 
the field offkes, thereby making it possible to declare as sur
plus 53 bookkeeping machines. 

Comments from the State Directors in the 57 accounting loca
tions where this system is actually operated express their 
wholehearted approval and endorsement of the system in that they 
have greater flexibility and at the sa.me time better control over 
their funds along with more current and informative results. The 
State Directors also indicate that additional savings in man years 
are expected as experience is gained in the operation of the new 
procedures. 

The operation of the system has been manualized and will be 
sent to the General Accounting Office for approval. 

Small Business Administration 

The Small Business Administrt?-tion was established by Title II 
of Public Law 163, 83ra Congress, aa.tea July 30, 1953· A 
Controller's Office was created to perform and coordinate the 
a.ccounting, budgeting, and internal auditing functions. Since the 
Administration's program policies have undergone considerable 
revisions a.nd since the Reconstruction Finance Corporation 1 s 
authority to make small business loans did not expire until 
September 28, 1953, Srru:W.l ·Business Administration's organization 
and staffing have not yet been completed and a. complete accounting 
system has not yet been installed, .. 

Considerable study has been given to accounting methods and 
controls of the RFC and other Government lending agencie~ in order 
that those features most applicable may be incorporated into the 
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a.ccounting system for Small Bus:i.ness Administration, which will be 
on· the accrual ba.sis, will furnish support for budgetary estimates, 
and will provide business-type financial statements. Such other 
reports will be utilized as will most effectively afford mana.ge
ment control over the fiscal activities. 

Records have been prepaxed showing the quantities and values 
of the Administration's unexpendable equ:i.pment, and these will be 
placed under accounting control as a part of the overall system. 
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ILLUSTRATNE HIGHLIGHTS - From 1954 Progress Report 
under the Joint Program to Improve Accounting in the Federal 
Government. 

Progress under the Joint Program is so wide-spread and includes 
so many different types of improvements that an illustrative approach has 
necessarily been us~d as a basis for presenting the annual report.. This 
brief summary can only include a few illustrationso The items selected 
are designed {l) to indicate the more important general developments, 
{2) to identify major areas involving agency improvements, and {3) to 
characterize the several types of identifiable savings. The less tangible 
but infinitely more important savings which result from management 
utilization of improved financial data ,do not always lend themselves to 
specific measuremento 

A. General Developments.. In addition to their day-to-dq,y coop
erative efforts to assist operating agencies under the joint program the 
three central agencies (Treasury, Budget Bureau and General Accounting 
Office) furnished leadership in the Governm.ent-wide aspects of the im
provement program .• 

1. Central accounting and reporting., Continued emphasis 
on simplified and more effective accounting and financial report
ing during the year produced results@ 

Receipt and expenditure data are now published on an 
improved and consistent basis by the Treasury in the''Monthly 
Statement of Receipts and Ex--penditures of the United States 
Government". The Treasury's annual combined statement, 
the budget document, and agency reports on the status of 
appropriations have been keyed to the same data. In addition 
to eliminating previous inconsistencies in the several series 
of data, better information is provided for the review and 
control over Government spending .. 

A change in procedure has been instituted whereby 
collecting officers deposit directly with Fe.deral depositaries,. 
T.his important change has resulted in the elimination of 
duplicate handling of cash by collecting a.gencies and Treasury 
disbursing officers and a substantial re.duction in the paper
work involved. 



Dis bur sing officers were elieved the requirement. 
of maintaining and reporting balances of appropriations and 
funds» thus simplifying the ac.counting and related procedures~ 
This is another step toward a fully integrated agency..:.Trea.sury 
accounting system. 

2a Budgeting. The 1956 budget contains improvements in 
budget structure for 30 organization units... These improvements 
involved changes in both appropriations and activities classifica.
·tions •. Under the continuing program for improved accounting 
support for budget presentations, 95 organization units now have 
integrated budget and accounting systems There are now .114 
business -type presentations in the 1956 budget., In addition~ pre 
liminary steps have been taken to increase the number of cost-type 
appropriation presentations in future budgets based upon supporting 
cost data already used in more detailed budget justification material.. 

3,, Check paym.ent and reconciliation processes,, The pro
posed conversion of 32 m.illion paper checks to punch card checks, 
involving substantial annual savings, is now about 70 percent 
completed. Approximately 21 million checks have been. converted 
to date, 6 million during the past year. The conversion is expected 
to be virtually completed in 1955.. Cooperative efforts by the 
Government and m.anufacturer s of electronic equipment du.ring the 
year have enhanced the possibility of adopting a combined check 
payment and reconciliation system. to handle the· Goverfiment1 s 
multimillion transaction workload more efficiently and economi
cally .. 

B~ Agency Progress. The various examples of agency progress 
which follow are just a few items selected from Part II of the report to 
indicate the trend of progress in accounting developments and improve
ments being accomplished by the individual agencies largely on their own 
initiative within the broad principles and objectives of the Joint Program"' 
These few examples do not, of course; show the full picture of the 
progress that has been made in the agencies this year.-

. Complete systems installed in artment of 
Office of Solicitor» Federal Extension Service Farmers 
Services and Rural Electrification Administration - also, systems 
work underway in Marketing Service, Agricultural Research , 

Conunodity Stabilization ServiceJ Forest Serviceii Soil ervation 
Service, Foreign Agricultu:r , Office of Information and 
Office of Secretary"' 
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Integration of cost accounting with general accounts in Govern
ment Printing Office coordinates budget ap.d other rep9rting 
requirements with full control ov.er all assets. In+proved account 
classification and financial control of caste and property in 
National Advisory Comrnittei; for Aeron~µttcs. A new accounting 
system which features integrated financial planning~ accountiµg 
and reporting based on a pattern of organizational activities in 
National Science Foundation ref,)ulted in a 75 percent reduction in 
number of accounts previou..sly !1.1.aintained~ A complete accounting 
system based on accrual conc~pts and designed to furnish direct 
support for budget in ~J;'nall :ausines s Aclminist.ration. 

Major accounting a.t?.d fi:nanbial nialiagement improv~ments 
installed by Post OffiG~. Departmep.t with' further refinements plan
ned. A completely h;~w r:eveµ.ue accounting 13ystem·inst~lled in 64 
district offices of tre.~stiry Int~rnal.'Reveµ~~. Se·+yic·e 'featuring 
improved control.over' ·a~·l,inq\i~n.t. ~cc6unts ..; also, a .. D.ew. mechan
ized accountillg Ery'$tern. fo:r: its ad,mi~h~tra.tive ;a.pti.viti~:Hf,.' Timely 
and accurate infprmation to map.agemeµt in dis'trict offices of 
Treasury Bureau .oi'r{a:i;cotics under new allotrnent accounting 
procedure. ~proved c9st aflocations and co·st r.epprts to manage
ment in Vetyrans Adm.itl,istl?.at'~on .- also, new Loan Guafanty Pro -
gram ac9o'unttrig sy~tEim. 

In Department of. Pefense the Army a¢1.opted improved budget 
procedures, substantially reduced the number of allotm.ent ac
counts, installed an integrated accounting-disb11rsing-payroll 
system at all Continental Army Co~marids and some overseas 
commands, extended Financial Property Accounting to total of 
180 locations, incre('.lsed industrial fund installations to 17., and 
significantly increas~d efficiency and effectiveness of its audit 
activities,.. The~~ ;improved its appropriation strµcturet 
adopteci improved techniques to :i;nore effectively utilize account
ing data in s"Upply management, .increased. industdcil fund installa
tions by 9 for a total of 36, instituted many refip.ements in 
established accounting systems and ext.ended cornprehensive audit 
coverage under internal audit program. The Air Force further 
developed and testeq its financial :management plan, improved its 
budget adrn:j.rli~ tration and ':re.duced the riu:rnber of allotments 1 

installed a double-entry accrual accounting 'system at all bases' 
extended mop,f;:!tciry inventory, q.ccoi.:in.ting, and developed an im
proved ipterna.l aud.it program to be effective January' 1955. 

In P~partn1~nt: 0£ Int~rior - revised account structure with 
improvclcori:trols ~nd management data in Alaska Railroad -
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developments underway in National Park Service and Fish and 
Wild.life Services A new system installed for maintaining and 
reporting on cash accountability in, Foreign ServiCe of~ 
Department. Development of an integrated accounting system 
in Foreign Operatio;n.~ Administration to replace systems of three 
predecessor ag.encies, :,includes decentralization of accounting for 
technical assistance fg.nds and i:rnp~oved accounting relationship 
with other Governm~nt :agencies un.d7r u~i~orm pattern. 

System developed .and installed £or new F;ede·ral Employee 
Group Life Insurance program in Civil Service Coqimi~sion - also, 
decentralization of a.ccqup.ting .to r.~giion,al ·o;fices with appropriate 
integration with cent.ral office •. lm:p:rof<r~ P'tyroll system suited to 
its field pattern in Administrative Qff~c:e. o'i u~ s. Courts II Mechan
ized payroll system for Jat;iu~~·y,; : l

1

9S$ ~ 1 

l.'~$t~ll,atiol,l fo Federal 
Bureau of Investigation,· t)epartrn.ent of J~.~ttce • 

. : ' 

C. Examples of Savings. The ·evqlutionary nature of accounting 
systems improvements produces long-range qualitative results which can
not always be expressed in d~rect and. specific saY.ingf}.. However, examples 
of substantial savings due to si:rp.pli#cq.tions a:p.d i,rpproverhe!lt!? currently 
effective are recognizable in many of the agency accomplish1nents included 
in this year's report. Many of these are pf recutring significance. Some 
of these examples are listed: 

I.. Consolidation of the five finance offices of Agriculture's 
Farmers Hom.e Administration with related simplification of 
budgeting, accounting 'and reporting procedures saves approxi
mately $1, 000, 000 in personal services, $50, 000 in tabulating 
machine rental, and $65, 000 in office space rental, annually. 

2. Department of the Army saves $1, 000, 000 at locations 
operating under improved management controls provided by 
industrial funds and related accoqnting and cost control sys terns ...... 
also, inventories reduced by $2, 600, 000 at two locations through 
disclosure of excessive levels.. An improved report under Army's 
new financial property accounting system elimh~ates seven separate 
uncoordinated inventory repor'i:s which had cost $1. 5 million per 
Army estimate. Corps of ;El}gin~ers (Civil Functions) through im ... 
proved programming and accounting reduced the volume of reports 
forwarded to the Office of the Chief of Engineers by 70 percent- ... 
also, reduced the staff associated -with civilian payroll accountin.g 
by approximately 50 pe:rcent at an estimated savings of $500, 000 
a year. 

3. Improvements, in Department of the Navy 1 s supply manage ... 
ment control disclos~d $1. "9 f?ilhpn iQ e;x:cess and '56solete stocks of 
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which $L. 35 billion has been scheduled for disposal--in Navy 
Stock Fund alone, improved inventory management achieved a 
reduction of nearly $500 million 'in stock levels with an additional 
reduction of more than $80 million in the annual rate of procure
ment. This permitted a reduction in the cash balance of the 
Stock Fund of $250 million in Fiscal Year 1953 and another $200 
million in 19 54. 

4. Department of Air Force by management utilization of 
accounting. and financial records reduced the cost per dollar of 
sale of its clothing stock fund by 20 percent in one installation, 
and in one wor1d-wide command sales increased 58 percent with 
a 50 percent lower inventory. 

5. A combined payroll, reimbursement voucher, blanket 
travel' authorization form developed by the Bureau of Census for 
use in paying temporary field emplqyees eliminates thousands 
of travel orders and related vouchers ·with estimated savings to 
the Bureau of about .$300, 000. 

6. Further simplification of procedures and proficiency 
gained by personnel under the revised accounting system of the 
Maritime Administration, Depc+rtment of Commerce, permitted 
reduction of 33 accounting employees. 

7. Continuous fanfold transfer posting schedules installed 
in 0.eneral Services Administration saves approximately $20, 000 
annually. 

8. Government Printing Office reduced its billing rates .to 
other agencies by about 5 per cent due principally to expense 
reduction occasioned by simplified and improved procedures. An 
example of expense reduction is the decrease of 40 employees in 

·the Office of the Comptroller during the year. 

9. Revised method of preparing checks for Old Age and 
Survivors Insurance benefit payments saves in excess of $100, 000 
annually as a result of coordinated procedures between the Bureau 
of Old Age and Survivors Insurance and Division of Disbursement, 
Treasury Department. 

10. Bureau of Old Age and Survivors Insurance. Department 
of Health, Education an~ Welfare will save $150~ 000 annually by 



ment tax returns; use 
185, 000 awards save 000; replacement 
of 29 conventional :electric machines with 18 high speed 
machines along with important ocedural changes will effect 
savings of $260~ 000 per year in accounting operationso 

11. Revised payroll procedures in Federal Bureau of Investi-
gation, .· Department of Justice~ result in annual savings of 
approx.imately $36 000$ 

l2e The Railr estimates savings of 
$90,, 000 per annum accounting and disbur -
ing functions involving over a million checks per month for 
retirement and survivor benefit payments -also, issuance of a 
single check to families than separate checks to the widow 
and each surviving child reduced number of items paid and 
certified by 300, 000 per with ai+ e saving of 
$25, ooo. 

13. 
regional 
detailed budget 
Office with r 
to Washington 
at $107, 000 

per year O, 
vices Administration., 

tion beneficiaries 
time employees 
personnel 

s estimated 

160 Thirty-two out:rnoded and superseded reports of various 
agencies P.reviously required by law to be submitted to Congress 
were eliminated with estim.ated a~nual savings. of approximately 
$130,000. 
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17. A new punch card form of transportation request for use 
on and after July 1, 1955, representing an annual savings in pr.int
ing costs of $150, 000 a year, provides both rail and pullman 
accommodations by issuance of a single request. 

18. Post Office Department revisions in financial policies 
and procedures has greatly increased efficiency through better 
management in many areas. Measureable savings include elimina
tion of 520, 000 daily financial statements and 435 8 000 reports 
annually by discontinuing physical segregation of cash by funds; 
identifiable savings of $2. 5 million by extension of the direct 
deposit procedure initiated last year; estimated annual savings of 
$3. 8 million resulti~g £rom adoption o~ punch card postal _saving 
certificate and related simplifications arid mechanization of ac -
counting; installation of a standard cost system for Mail Equipment 
Shop along with improved manage.ment achieved an 11 percent 
increase in efficiency; application of whole dollar concept and 
other changes in procedures for handling small remittances 
resulted in a 32 percent reduction {from 8 to 5 .. 4 million) in total 
remittances; and, discontinuance o~ regional segregation in list
ing of paid money orders by Federal Reserve Banks indicates a 
probable saving of more than $200, 000. 

19. Further progress in the program to convert 3Z million 
remaining paper checks to punched card checks begun three years 
ago, resulted in additional annual savings of $150, 000 in payment 
and reconciliation operations in Treasury and General Accounting 
Office.. This brings recurring savings under this program up to 
$500, 000 annually. 


