COMPTRCLLER GEMERAL OF THE UNITED STATES
WASHINGTON 25

January 7, 1954

TG THE HEADS OF DEPARTMENTS AND ESTABLISHMENTS:

SUBJRECT: Fif'th Annual Prbgress RepQrt Under the Joint Program to
Improve Accounting in the Federal Govermment.

To illustrate the extent and nature of' gains realized under the Jjoint
program during the calendar year ending December 31, 1953, the stafis 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 1in 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 which
tend to croes agency lines and have Govermment-wide application. Part II
of the report contains gpecific 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 interpal control.

In these days of vitaul 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 Treasury, the Director of the Bureau
of the Budget, and I have been, with the splendid contribution to better
management practices made by the kind 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 an even greater contribution to sound public adminis-
tration can be made through the cowbined 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 conscientious work of
all people in your agency who have made the program such a success to
date. We also invite any suggestions which you and your representatives
may have to make the program more effactjve . ™., S
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Comptroller General
of' the United States
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FIFTH ANNUAL PROGRESS REPQORT
UNDER THE
JOINT PROCRAM TG IMPROVE ACCOUNTING
IN THE FEDERAL GOVERNMENT

INTRODUCTION

This report is an illustrative survey of accomplishments in the
calender year 1953 under the Joimt Accounting Improvement Program.
The report hes been prepared by the General Accounting Office,
Treasury Department and Buresu of the Budget in participation with
the other departments and agencies of the Federal Government, As
such, the report includes many iwprovements 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 Jolat Program

Growing out of mutual efforts begun shortly after the close of
World War II by the Comptroller General, the Becretary of the
Treasury, and the Director of the Bureau of the Budget to find &
more effective framework for discharging thelr interrelated respon-
sibilities for leadership in thelr respective flelds, the Joint
Program was concelved in December 1947 as a Government-wide
cooperative undertaking to expand and redirect accounting to the -
increasingly complex purposeg of Government it should serve.
Through the prior years, accounting and relsted central fiscal
ageuncy requiremente had become an unwilieldy centralized structure
too singularly dedicated to the purpose of insuring accountability
and complience with legal limitations with respect to the receipt,
expenditure and custody of public funds. Esgential as the latter
purpose was, and still is, accounting processes desligned to accome
plish only this cbjective could not cope with the dynamically
changing needs of the Congress, the President and agency manage=
ment brought about by the entry of Government into many new and
highly diversified activities deemed necessary by the Congresg to
meet the demands generated by two World-wide conflicts, an economic
depression which intervened these conflicts, and the assumption of
heavy international responsibilities in the aftermath of World
War II.

Thus, in framing the cbjectives 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 thelr systems of accounting and internal control
which would recognize and service the unigue management needs
springing from the highly diversified and complex programg and
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.
Linkage 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 overall financial results of the
Govermment's operations while retaining and improving such safe-
guards under traditional accountability concepts as were deemed

to be esgential.

Statutory Recognitlon of the Program

After this cooperative undertaliing had demonstrated its
effectiveness in bringing about a number of significant improve-
ments in the first three years of its existence, the basic princi-
ples, objectives and working relationships of the Joint Program
were enacted into law by the Congress in the Budget and Accounting
Procedures Act of 1950 and the relanted Pogt 0ffice Department
Financial Control Act of 1950. These enactments firmed up the
responsibilities for accounting, auditing and financial reporting
in the Federal Govermment and clothed the central fiscal agencieés
with legal authority and flexibility to make needed simplifications
in accounting and related processes not otherwlse 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 cocoperative venture, the overall accounting function in the
Federal Goverument bears llttle resenblance to that which existed
gfter 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 reguirements, 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 common, a better basis
for national budget presentation and control, and for appropriate
interlocking relationships with Govermment-wide accounting ang



finaneial reporting needs centering in the Treasury Department.
Weanwhile, the central paper mill, which had unduly constricted

the purposes of azency aceounting and fostered "red tape', has been
lergely dismantled. In its place, there 1s bdeing gradually erected
a simplified structure of miniwum acccunting requirements and im-
proved reporting processes consistent with the uwltimate goal of
establishing a betbter basis for Tinaneilal reporting of the Govermment
a5 a whole and assuring cssenlial accountability. Geared Lo these
accounting developments is the gradual conversion of euditing
approaches of the General Accounting Gi{ice from a centralized
detailed transactions audlt to an andit conducted at the site of
operations utilizing penerally accepnted auditing principles and
standards for commercial enterprises tc the extent applicable and
with provision for appropriate determination of 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
soundness of the program approaches are set forth below:

The Central Accounting Front

1. General Accounting Cffice is no longer in the
account-keeping business for the Government as a whole,
having eliminated three yecars ago its Accounting and Book-
keeping Division and the related reguirements for submission
by the agencles of millions of collection and expenditure
documents and reports used as posting and control media for
over 500,000 accounts control ledgers previously maintailned.
This fundamental change in the accounting make-up of the
Federal Govermment was made possible through the increased
reliability of safeguards and requirements established in
improved systems of accounting and internal countrol in the
administrative agencies coupied with extension of General
Accounting Office audit processes Lo the accounts maintained
in the Treasury Department and other administrative agencies.
This included provisions for reviews of procedures incident
to, and examinations of, reconciliations of fund account
balances made between the agencies and the Treasury Depart-
ment. : ‘

2. Another important step in tsking dlrect accounting
functions ocut of the General Accounting Office was the abolish-
ment of its Postal Accounts Division, which formerly carried
out all administrative accounting and reporting functions for
the Post Office Department, and the transfer of these functions
to the Department under authority of the Post 0fTice Department
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Financisl Control Act of 1950. This was made possible by

the assumption of responsibility on the part of the Department
. for establishing its system of accounting and internal control
together with the extension of the comprehensive audit program
of the Generel Accounting Office to the entire operations of
the Post Office Department and the Postal Service.

3. A complete change of approach in the account pre-
seribing function of the Comptroller General of the Unlted
Btates 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 across-the-board uniformity of accounting
in the administrative agencies, the Comptroller 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 observamnce 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 widely varied operating
programs they administer.

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 streamlined procedures for the handling of receipts and
the making of funds avallable for disbursement. This was done
through the issuance of Joint Regulations by the Secretary of
the Treasury and the Comptroller General pursuant to discretione
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 agencles, 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, avpropriation 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 disclesure of the finanecial results of the
Government.



6.  Under the leadership of the Buresu of the Budget
there has been substantial development of integrated budget
patterns and account structures for the purpose of providing
6 commor basis for program planning, budget preparation,
accounting and managerial control, including realistic per-
formance data in reports, as well as adequate support for
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 lncrease year-by-year in the
adoption of the business-type budget, fully supported by the
accounts, in agencies whose programs or ectivities are commer-
cial or industrial in nature.

T 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 cn the central accounting front,
was designed to establish appropriate interlocking reletionships
with improved systems of accounting in 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 reorganizaticn also
has effected & saving of $98,000 annually.

Agency Accounting

1. Appropriate financial accounting for inventories of
materials and supplies, and items of plant and equipment has
been established in & substantial number of agencles as an
integrated part of their general accounting systems, An
Indication of the significance of these developments is
11lustrated by the fact that in eleven agencies, among those
Which have made fundamental changes in their eccounting
systems, financisl acccunting was established for approxi-
mately éB% billion in net fixed assets and $3¥ billion of
inventories. This 1s exclusive of even larger flgwes in the
Department of Defense which also has recently accelerated the
establighment of financiml accounting for property--particu-
larly inventories. ' '

2, A significant number of the large departments and
agencles and some of the smaller agencles are employing the
accrual method of accounting, inecluding the development of
cost data. This has been encouraged in all applicable agency
situations where it represents a practical contribution to
improved financilal 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 hag been carried out extemsively, particularly
in egencles heving field installations.

k., - Common-denominator classifications for programming,
budgeting, accounting and financial reporting so as to
facllitate budget preparation and presentatlion and provide
realistic performance data for comparison of actual results
with budget projectlons have been developed in numerous agencles.
For example, virtually all of the agencies carrying out public
works type of programs, such as Buresu of Reclamation, South-
western Power Administration, Southeastern Power Administration,
Alaska Road Commisslon, applicable activities 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 1n an increasingly large number of agencies.

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

1953 Progress in General

The high level of progrese attained in prior years of Joint
Program history was well sustained during the calendar year 1953.
As 1is inherent in the evolutionary nature and wide scope of the
Joint Program, the items of progress reported range from only pres=
liminary results of undertakings begun this year to full realizations
on projects initiated, or groundwork 1laid, 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 steadlly forward each year
toward attainment of its ultimate objectives.

Accomplishments of GovermmenteWide Significance

Part I of this report covers developments which stem largely
from the Joint Program leadership activities of the central fiscal
agencilies 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
full realization of benefits. In many cases, these developments
ere the keystones on which specific improvements in the administres
tive agencies are built in subsequent years. Substantial geins
were registered in 1953 in the following activities included in
this category: (1) central accounting; (2) central financial
reporting; (3) budget and accounting integretion; (L&) check
reconciliation processes and related sccounting operations; (5)
Government transportation requests and their utilization; (&)
property accounting and procurement simplification; (7) reviasion
of Budget-Treasury Regulations; (8) integration of accounting and
disbursing functions; and (9) modification of regulations.

Agency Improvements

Part II of this report is an illustrative summary of what the
individual agencies have done during the current year to improve
thelr accounting snd 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
"arass roots" 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 &all
progress under the Joint Progrem. The agency progress lndicated
in this segment of the report in nowise constiltutes a complete
taking stock of agency achievements in 1953. To do so would
entall a much lengthier report than space limitations fox purposes
of this report would permit. However, attempt has been mede to
give a representative picture or cross-section of the extent and
kind of improvements, both great and relatively esmall, which pro=-
vlde 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 ilmprovements.
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PROGRESS UNDER THE JGINT PROGRAM
TO IMPROVE ACCOUNTING IN THE FEDERAL GOVERNMENT

PART I

This part of the report relates principally to progress items
which sre mostly Government-wide in their application and effect,
including the activities of the three central fiscsl agencies, the
Treasury Department, Bureau of the Budget, and the General Account=-
ing Office, in their jolnt leadership of the 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 individual
sgencles set forth in Part II of the report to the extent the
latter are frequently keyed to or founded upon these overall
developments. The items which follow ere examples and sre not
exheustive of the total program effort in this general area during
the year.

l. Central Accounting. With the lssuance during the year
of Joint Regulation No. 4 by the Secretary of the Treasury and the
Comptroller General, discontinulng accountable warrants and cover=-
ing warrants pursuant to the discretionary authority of Section 115
of the Budget and Aeccounting Procedures Act of 1650, a last major
step has been taken to wailve exlsting 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 Govermment=
wide procedures involving the handling of receipts and the making
of funds avallable for disbursement, substantially completes the
foundation for proceeding with suitable integration of the accounte
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 apgency cash accounts on a checks issued and
conflrmed deposit besis and affords a positive meens for recon-
ciliation of appropriation and fund accounts on a transaction
basie. By virtue of a plan under which disbursing officers?
checking acecunts will be esteblished 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
reclprocal account relationship between the Division of Central
Accounts and the agencieg digbursing funds and with the Treasurer
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of the United Stetes in & manner which will facilitate reconcil-
iation and afford the means of better financial reporting. Dupli~-
catlon 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
disbursing officers has been established. 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, 195k,

Other phases of the program for improvement and simplification
of central accounting processes and theilr integration with adminige
trative agency accounting, which have either been accomplished or
are 1n process, are summarized bhelow.

‘One of the features of the coverall accounting plan contemplated
establishment of disbursing officers' checking accounts according
to disbursing stations rather than by individual officers. This
step, which will materlally reduce the number of checking accounts
and thereby result in savings to the General Accounting Office as
well as to the Treasury Department, wag 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 determinred that reporting requirements no longer
require more than one account.

In order to eliminate the central handling and processing of
daelly transcripts of 600 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 195k4. '

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. Certaln agencies are pre=-
sently operating under this procedure which is to be extended on
a progressive schedule to all agencies before June 30, 1654,

Propesed 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 &t precluding certain special
eccounting 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 recelpts and _
expenditures was started in 1952 under the Jjoint 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
8 working group interviewed significent users of reports presently
released covering the receipts and expenditures of the U. 5. Govern=-
ment. The findings and recommendations of this Joint working group
are summarized helow.

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 collections
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, from a practical stendpoint, re-
ceipts and expenditures on this comnsistent 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 cash 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. Improvements in the
consistency, presentation and resulting usefulness of receipt
and expenditure data are the major objectives of the program.

These objectives can more easlly be accomplished at this time
because of simplifications in agency<Treasury relationships achieved
under the Jjoint accounting program in the accounting for cash transe
actions.

Regulations covering the necessary agency reporting requirements
to make timely receipt and expenditure data available on a con-
sistent basis for central fimancial reports of the Government are
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being developed by the Treasury with the cooperation of the Bureau
of the Budget snd the General Accounting Office. It 1s snticipated
that the first regular monthly summary showing clagsified receipts
and expenditures and the repulting surplus or deficlt, based on
such reports, will be published at an early date by the Treasury
Department. The receipts and expenditure data in subsequent annual
Combined Statements of Recelpts, Expenditures and Belances and
Budget documents will be in agreement with this cumulative monthly
summary for each fiscal year hecause of the consistent basis for
preparing all three reports, In anticipation of the inauguration
of this new monthly report, Budget-Treasury Regulation No. 1 has
been revised to provide that the detailed reporting of cash receipts
and expenditures by appropriation required under this Regulation

be on the same basis 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 1n the agencies of integrated budget
and accounting systems thal employ common classificatiocns for
programuing, budgeting, accounting, and cperational 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
aceounting sgystem that enables sultable budget presentation with
adequete 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
survey action,

The work under this program has involved surveys of new agen-
cles, 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 a2 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
gtructure 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 industriel 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 Budpet includes 110 business-type
budget presentations, an inerease 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, informetion
for program and budgetary purposes 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 Government 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 economlcael methods
for performing the detail operations involving a yearly volume of
elmost 300 million checks. However, before proceeding further it
appeared desirable to explore the possibllity of using new high
speed electronic processing equipment. The larpge 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
Office was therefore established to develop a complete program
regarding the possible utilization of electronic processing
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equipment in a combined check payment and reconciliation procedure.
The Commiltee 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 manufacturers of electronic equipment attended the meetings,
at wiich time they were invited to study the problem and to submit
proposals to the Comnittee for electronic processing systems to
perform the check accounting processes. B8ince the symposium,
several meetings have been held by the Committee with technicians
of a number of manufacturers to explore the potentialitles of

their eguipment. As of this writing, several companies are
developing proposals.

A deadline date of January 25, 1954, has been established for
submission of proposals by the electronic equipment companies in
order that the Commlittee might be in a positicn at an early date
to meke recommendations concerning the best available equipment
to achieve maximum economies in an integrated system. The Com-
mittee has consulted, and will continue to consult with technicians
of the Bureau of Standards regarding equipment specifilcaticns as
well as in the analysis of proposed systems.

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

Ifforts 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
chiecks, 15 million thus far have been converted. This has resulted
in Covermment-wide annual savings of approximately $350,000, exclusive
of additional savings of $5.33 per thousand on blank check stock
made available to the several disbursing agencles to offset addi-
tional costs, if any, in the disbursing operation.

5. Government Transportation Reguests and Their Utilization.
In February 1953 a project was initiated to review and recommend
improvements in the existing system used to purchase transportation
for Govermment 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 wag originaily confined to the eivilian agencies. However,
the DeTense Department has furnished liaison representation in
order that it can take advantage of any improvements developed
which would be applicable to the militaxry services.

Significant informaition was obtained from a statistical sample
of Government traunsportation requests. Visits were made to the
offices of representative common carriers and carrier associlations,
and their aid secured. Current practices and policies of various
Federal apgencies were studied and their recommendations were
obtained regarding proposals which were developed.

Consideration iz being given to a plan of handling transpor-
tation reguests which will provide for the centralized billing
by carriers in lieu of present billing at more than 3,000 locations
but would s1till permit the recording of transportation costs at
these locations where the agencies' accounting is decentralized.
The plan also contemplates taking advantage of modern machine
nethods to streamline the procedures of ihe Govermment aund the
carriers with resultant substantial savings accruing to both
groups in processing costs.

6. Property Accounting and Procurement Simplifications. The
establishment of eppropriaste accounting control over fixed property
and inventories and the use of accounting data more effectively for
property and supply management purposes at all levels of adminise
tration received continuing emphasis and attention during the year
in the various agencies. A number of substantial improvements in
this gystems developmental area vere made by the agencles in 1953,
the specifics of which are presented in Fart II of this report.
Such agency actlvities in the property accounting field are closely
coordinated with the staff efforts of the General Services Adminis-
tration under its established program for better property and
supply management throughout the Government, with respect to which
the General Accounting Office collaborates from the accounting
standpoint.

As a principal means of carrying out this program for ilmproved
property management, the General Services Administration and the
General Accounting Office have been cooperating with agencies in
making surveys of thelr property activities and operations. Im-
provements are effected as the survey progresses or upon the basils
of recommendations submitted to the agency when the survey has been
concluded, In 1953 regular surveys of this type were completed in
St. Elizabeth's Hospital of the bepartment of Health, Education and
Welfare; Department of Jusfice; Department of Labor; Bureau of
Public Roads, Department of Commerce; Railroad Retirement Board;




and Buresu cf the Budsel. In eddition, & special, survey wag mode
in the newly eatablished U. S, Information Agency to provide advice
and guidance in the establishment of eccounting control over ine-
veotory and eguipment. Also, surveyd apre currentvly under way In
the other constitaent bureaus and offices of the Department. of
Health, Bducation snd Welfare and in the Wealher Bureau of the
Department of Comnerce. Including these surveys made during the
pash year, bwenly such surveys have been completed in various
agencies since the survey progrem was inltlated.

In the area of procurement simpllficaxions the General
Services Administration, in cooperation with the staffs of the
General Accounting Offlce, the Bureow of the Budget, snd the
Treasury Department, completed the followlng projects: (1) Come-
bination Order-Invoice Voucher (stendard size), which permites pre-
paraticn of the purchase and payment documents in ohe operation,
and {2} GSA circular outlining sinplified methods for making small
purehases. Thies circular describes the purpose and applicatlion of
four inportant elwplified mebthods; namely, (1) Imprest Fund (patty
cash), (2} Agent Cashiers Pund, (3} Swall Form of Cembination
Purchase Crder-Invoice~Voucher, and (4} Standard Size Form of
Combination Order-Invoice-Voucher. This civcular hag beea Jsgued
to sponsor maximum spplication of avallable siwplified methods
which should result in worthwhile reductions in the cazt of
processing procurement and related documents and in the eliminae
tion of many checks In small smcunts. These developments are iu
implementation of the recvomendations of the Governmant Operations
Subcommittee of the former House Commitiee on Dxpenditures in the
Executive Deportments (now the House Committes on Goverument
Cperationg).

Also, during the year regulations were ldesued by the General
Services Administration in collaboration with the General Ac~
eounting Offdce which authorized and urged all agenaies to adopi
and iositall blanket purchase arrvangementsg in the interssts of
economy and simplificstion of procurement. In addition, regulations
were ispued in connectilon with "Interagency Use of lLocal Term Cone
tracts.” This regulation provides for the cooperative use by the
flield office of one executive department or agency of the loeal
term contracts of another agency or another office of the same
agency. It also establishes guldelines for local contracting by
an agency for the combined neads of several ageney offices in the
HICH .

Te Revision of Budaget-Treasury Regulabtions. Some signillcant
changes were made In Budget-Treaswry Dopulation Neo. 1, which setbs
forth requirements for apportivoment of appropriations and reports
on filnancial status. While these changes alno clavificd o few of
the minor provisions of the Reguletion, prizary cuvhasls was nlaced
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on obtaining more uniformity 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 Accounting and Disbursing. Joint efforts
are currently being devoted té determine the desirability of
integrating the accounting and disbursing operetions 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 econcmies that might result from such integration.
Concurrently, a comprehensive review is being made to determine
vhether advantages would be derived from similar action in the
Veterans Administretion. Developments under these projects are
presented more fully in the applicable portions of Part II of this
report for the Raeilroad Retirement Board and the Veterans Adminig-
tration. '

9. Modification of Regulations. During the celendar year
geven new General Regulations or Accounting Systems Memorands and
amendments or revisions to twelve existing reguletions were issued
by the General Accounting Office. Subjects covered ranged from
minor changes in procedural details to matters of major importance
but each casge represented a step developed under the Joint Account-
ing Improvement Program to achleve simplification of accounting and
related procedural requirements and resultant economies in the
agencies.

Two of these General Accounting Cffice Regulations were igsued
pursuant to Joint Regulation No. b which is discussed under the
heading of "Central Accounting" in this Part I of the report. Among
other simplifications this eliminated the necessity for Treesury
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
actlon 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 1solated instances, agencies had to
sccount for uncollectible receivableg regardless of amount

or age. This Regulation also provided a simplified procedure
in the accounting for certain collections effected by the
Jeneral Accounting Office.

b. Supplement No. 7 to Accounting Systems Memorandum
No. 9 established & procedure for consolidating payments to
the General Services Adninistration. 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 under charges on invoices in amounts of
$2.00 or less were discontinued.

¢. Accounting Systems Memorandum No. 28 suthorized
deposits into miscellaneous receipts of amounts held in sus-
pense of $1.00 or less which were due to individuals whose
whereshouts are unknown. Heretofore, individual saccounts
for these small payables vere maintained with no provision
for thelr disposition unless eventually claimed by the payee.

d. General Regulations No. 118 provided for e revision
of procedures in disbursing office operastions on & Govermient-
wide basis., E&everal simplified procedures were suthorized
which on an overall basis will result in more efficient
opergticns in disbursing procedures and more prompt service
to the general public, particularly with respect to check
cielms,

e, As g result of further experilence under the provi-
silons of General Regulations No, 115, extending the uzse of
the voucher~schedule procedure to all agencies for which the
Treagury Department dishurses, actual annusl savings to the
Division of Disbursement, Treasury Department, are $148,000
instead of $66,000 estimated im the Lth Annunl Progress
Report,
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PART IX

ACCOUNTING DEVELOPMENTS TN INDIVITDUAL AGENCIES

FOREWORD

The primary ohjective of the Jjoint program from the outset has been
to build accounting in the Federal Govermnment as a dynamiczlly useful
mechanism for management. The activities of the Federal Guvermment are
so varied, vast and complex that "management" cannot be considered a
single entity or responsibility. Dy the same token, effective account-
ing must be regarded as an integral responsibility of each aperating
agency, rather than a sgeparable Tunction the responsibility Tor which
can be assumed by any single individual or agency of the Government.

Congress expressed its concurrence with this concept through enact-
ment of such basic legislation as the Budget and Accounting Procedures
Act of 1950, the Posgt Office Department Financial Control Aect of 1950,
the National Security Act Amendments of 1549 and other legislation, ail
of which placed direct responsibility on the hesds of operating agenciles
for developing and installing accounting systems and related procedures
suitable teo their management needs. This legislation also provided the
means, through cooperative working arrangements of the Jelot program,
for coordinating the development of the many such systems with the inter-
related needs for effective accounting results at all other points of
regponsibility in 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 Iite
success, lies in the degree of initiative within each operating ageucy
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
to the very substantial momentuwn which the progrem has reached in 195k
throughout the individual agencies. These illustrations are in no
gense intended to be all-inclusive, nor is there necessarlly congistency
as between agencies with respect to the degree of detalled description
of changes and improvements made. ILikewise, it is not the purpose of
this summary and illustrative report to analyze or describe accounting
shortcomings s%till to be overcome or to make an evaluation of ithe totml .
accounting operations of each agency of the Goverrnment.

In the'aggregate, the progress reported adds up to a very substan-
tial attainment and gives positive indication that the stimulus and
momentum of the program is coming from the grass rools of agency opera-
tions--a primary essential for the accomplishment of the fundamental
objectives of the program and for dealing with the tremendous Job
which still lies shead.
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DEPARTMENT OF AGRICULTURL

Departmental

Active leadership in the development and improvement of account-
ing systems in the Department and throughout the constituent agenciles
has been provided by the O0fflce of Budget and Finance, in cooperation
with representatives of the individual bureaus and offices and the
Accounting Systeme Division, General Accounting Office.

During the year further efforts were directed toward: improve
ing accounting procedures to provide better contrul over apportion-
ments, allotments, obligations, and reimbursements .l wther
collections; obtaining more direct support for budg:t activity
schedules from the accounts; decreasing and simplifying: Lhe
. documentation and recordation of transactions by decentralization
to operating levels thereby eliminating duplication in the handling
of documents; and supplying information from decentralized operations
to centralized management through adequate reports.

Specifie attainments include: ‘the deposit of available special
and trust fund receipts directly into depositaries on certificates
of' deposit without the other supporting schedules previously in use;
using the voucher schedule for decductions in connection with salary
payments 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 Tor inspection service agreements; exten-
sion of the simplified monthly payment plan for recurring contractual
services to all agencies of' the Departiment for particlpation upon
thelr request; the review and handling of designated classes of
claims decentralized to the operating ageuncies thereby eliminating
duplication in handling; the development of Departmental reguletions
for the management 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 also assist in uniformly simplifying the documen-
tation and record keeping in connection with property accounting:
also in the accounting unit of the Secretary's 0fTice 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,
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In the £lald of internal control a survey was conducted of
all agencies of the Department to secure current information on
their internal sudit programs. 'The primary purpose of this review
was to determine the effectiveness of internal auditing in the
agencies that carried on such activity and the need for internal
auditing in those agencies which do not have an audit program. As
g 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 the Agricultural
. Reseaxrch Administration and eight Research Burezus into an inte-
grated Agricultural Research Service. Accounting improvements and
simplifications 1in this area included: a manual covering the
accounting system for the Bureau of Dalry Industry; the placement
under general ledger conltrol of personal and real prcperty and
establishment of the simplified monthly rental payment procedure,
which consolidates the payments and eliminates the need for invoices,
in the Bureau of Entomology and Plant Quarantine; the estgblishment
of a pilct installation in the Eastern Regional Research Laboratory
to test a revised alloimeni ledger procedure in the Bureau of
Agricultural and Industrial Chemistry; the placing of all coperations
of the Research Center in Beltsvillie 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
congiderably and the activities were established in a summary
pattern, thus enabling more efficient and economical operations
through the reduction in accounting workload and providing for

more Tlexibility in the use of funds. The Office of Budget and
Finance has already started accounting systems work in the areas
affected by the reorganization of the Department.  This work will
progressively increase, and active participation by representatives
of the Accounting Systems Division of the Genersl 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;
Commodity Stabilization Service; Soll Conservation Service; and
Farmers Home Administration.

Farm Credit Administration

Survey and review of the administrative accounting of the
Faxrm Credit Administration was begun early this year in cooperation
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with the Departmental Office of Budget and Finance. The survey and
review included consideration of a complete manual Tor administra-
tive accounting which had been developed and submltted to the Office
of Budget and Finance for approval.

- Effort was given to all phases of fiscal operations pertaining
to the administrative functions, and particular attention was given
to the areas of (1) distribution of administrative and supervisory
costs which were not being charged direct, and (2) machine applica=
tions being used in the accounting operations. The matter of
dlgtribution of administrative and supervisory costs directly
relates to the assessment of charpges against banks and corporations
for services and supplies recelved. These assessments represented
approximately 84 percent of the agency's budgeted funds, the
remaining 16 percent of the funds being provided by direct appro-
priation made for the research activities of the Cooperative
Research and Service Division.

Prior to completion of the survey and review, the Farm Credit
act of 1953 was enacted. This law provided for the Farm Credit
Administration to become an independent agency on December 5, 1953.
It also provided that the Cooperative Research and Service Division
be transferred from the agency on the same date, but retained in
the Department. One of ‘the results of this legislation was to
eliminate from the agency Tunds the direct appropriation for the
transferred division and to leave only those funds recelved from
assessments against the Federal Land 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

Utider FHA's Management Improvement Program the functions and
responsibilities of State and Area Finance Office Councils were.
redefined and a new system prescribed for initiating and reporting
on local projects and improvements.

The National Office staff has gone forward wlth a continuous
review, revision and reorganization of policles, procedures, and
forms relating to loan making activities, supervision of boérrowers,
internal audit, personnel and proccedures which have resulted in
considerable simplification and 1mprovement in operations.

A review was made of the procedures pertaining to counly office
records of accounts, hillings, collections, refinancing, delin-
guent cases, liquidations, debt settlement, etc., to coordinate and
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consolidate the procedures wherever practiceble. This resulted in
reorganizing and consolidating the account servicing procedures which
are in the process of being releasad. 'The method of reporting the
liguidation of Fearm Ownership Accounts was revised in that the Area
Finance Offices will keep the records wad develop the required reports,
thereby relieving the 4O state offices of this detail work. '

Debt limitation control dates iwere established and will be
printed on all statements and trial; balances where they are applic-
able. This information will enable loan approving officials in
1,700 county offices and 4O state offices to promptly determine
compliance with the T-year debt limitation contained in the
Bankhead-Jones Farm Tenant Act, as amended, which became effective
Noverber 1, 1953, and thereby check the eligibllity of approximately
40,000 subseguent loan borrowers each year without reconstrueting
the Tinancial history of each borrower from the various records in
the decket.

To assist the General Accounting COffice 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 une GAC audit personnel with
better means for appraising the ac¢tivities and effectiveness of
the agency's internal audit work and may result in less detail
audit by GAO.

Under the current reorganization of the agency it eppears that
the four area finance offices will be consolidated into one opera-
tion at St. Louils, Missouri. When accomplished, consideration will
be given to changes that may be neeessary to carry on the accounting
function for the agency.

Faderal Extension Service

As a result of a survey of its accounling and financial
management procedures made by the O0ffice of Budget and Finance of
the Department, the Federal Extension Service adopted and placed
into effect as of July 1, 1953, recommendations for an improved
and 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 control of
funds at the level where operational and obligation authority is
vested; (c) replacement of conventional allotment ledgers with
improved and simplified obligation control methods; (d) 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 reductlion of 90 percent in advice of operating change documents.
Additional improvements and savings are contemplated as more ex-
perience is gained with the new system.

The system has been manualized for submission to the General
Accounting Office for approval.

A simplification of the appropriation structure of the
Service has resulted from the enactment of Public Law 83, approved
June 26, 1953, which consolidates and codified the various acts
authorizing work of the coonerative cxitension service, through
aemendment of the Smith-Levelr Act of May 8, 1914, and the repeal of
nine other acts, all of which authorized separate appropriations.
Two appropriation authorizations are now provided, one for exten-
sion work in the wvarious states, Alaska, Hawaii, and Puerto Rico,
and one for Salaries and Fxpenses, Federal Extension Service.
F'ollowing through on this revision, the activities were reduced in
number to permit simplification of the fiscal and budgetary procedures
and an attendant reduction in workload.

In the area of internal audit improvements a survey is being
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 Budget and Finance of the Department
serving in an advisory capacity. The committee objectives are to
(1) 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; =nd (3) develop a manual of examination procedures and
reporting requirements.

Effective July 1, 1953, arrangements were made whereby
Cooperative Farm-Forestry Iands, formerly used by Ixtension Service
to pay partial salary payments to 55 Federal-State Cocperative '
employees, would be paid in advance directly to the states in a
similar manner to other state payments. ‘This resulted in a reduc~
tion in the payroll operations in the Washington Office of Federal
Extension Service.,

Forest Service

The current year's accounting improvement effort in the TForest
Service was directed for the most part to reviewing and adapting
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its regional offices to the decentralized accounting and reporting
requirements, and other improvements, which took place in the
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 revenuese. For this purpose memorandum accounts were established
to reflect at the regional level accounts recelvable and & bhresk-
down of earned and unearned collections. A segregation of respons-
ibilities and functicns in the collection procedures is also a
part of the test. These revenues and deposits totaeled 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 determine
the practicability of this procedure for use throughout the Forest
Service.

Thege pilot installationes are expected to be completed during
the next calendar year.

Office of Information

Signitvicent 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 recommendations 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 statementa, and other
essential financial statements and reports. The system has pro-
vided, among other things, immediate adventages in determining the
adequacy of the rates used in billing other agencies and depart-
ments for services and supplies rendered, This one advantage alone
wlll be of increesing importance to management when the potentiali-
ties of the system are fully utilized within the Office.
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Immediate advantages and benefits stemmed from a production
cost annlysis which disclosed that the rates were inadequate for
recovering costs. DRates were immediately adjusted to reflect the
actual costs and to thereby prevent impairment of the working
capital Tund used to {inance the reimbursable operations of the
Service.

Turther accounting improvement within the O0ffice of Information
resuited from changes in the general and allotment ledgers. Revi-
sions yere made in the general ledger accounts and a new chart of
accounts has been provided. The revisions include & new net. worth
. agcount structure, reimbursable accounts for both working capital
funds and appropriated funds, and a realigmment of the accounts.

An improved allotment ledger system was installed and the number

of accounts was reduced from 118 to 9. Thls consolidation decreases
the time and eéxpense required in maintaining and reportlng obliga-
tions and expenditures. The changes in the two ledgers have made
poesible: an improved method of recording financial transactions;
elimination of numerous memorandum records previously malntained;
and better disclosure of the financial results of operation. Steps
have been taken to eimplify the budget presentatlon for the operating
appropriation of this Office. 'The number of activiities has been
reduced, thus enabling a further simplification of' the budget,
accounting and reporting procedures.

Studies of ‘the Administrative Services Division are being
made for the purpose of determining the best possible hasis for
distributing overhead expenses to the various activities of the
Office of Information., While no definite determinations have been
made to date, the studies have substantiated the adeguacy of the
overhead expenses now being distrlbuted to the Motion Picture
Service reinbursable 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 accouvnting system and
implementing procedures, and preparation and approval of the
- accounting mamal during the next calendar year.

Office of the Bolicitor

An accounting manual was developed by perscnnel of the
Solicitor's Office for use of the agency as a gulde in reflecting
the financial traneactions and the development of operating reports
and financial statements from the accounting records. The manual
has been used by representatives of the O0ffice of Budget and
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Finance in the Department of Agriculture and the Genersl Accounting
Office ag a basip for a survey of the fisesl operations. The
purvey has bheen completed and recommendations have been made
endeavoring to further aimplify the budgetery control methods and
to obtaln grester direct support for budget activities.

The recomendations are novw under review and disecussion., Tt
1s sxpecited that e revised manual covering the sccounting system for
the Office will be submitted for General Accounting Office approval
before July 1, 195k,

Rural TMlectrification Administretion

Under o further reorgenization of the Administration, effective
September 2, 19%%, the principal functions of the Controller's
Division wers redelegated to an Administretive and Loan Accounting
Division and to an Intermal Auditor, both reporting direetly to the
Deputy Adminigtrator. Those accounting functiong relating to
gecounting by borrowers, and the review of borrowers' aceounting
procedursg, were assigned %o the operating divigions.

Tha Administration has continved to review and refine its
accounting records end procedureg, most of which have been in
sctual operetion on & test basis, incorporating numerous internal
cheecks and controls suggested by that experlence, The chart of
accounts wag axtended to include accounts for sdministrative funds
in addition to those for loan funds, and the whole effort 1s being
directed towards the embodiment of all of the records, procedures,
and sccounts into a unified formal manual, This should be accom-
plighed and the menusl gubmitted for approvel of the CGeneral
Accounting Office early in 195k,

A totel redwetion of 10 man-yeers in the Loan Acecounting staff
wes effected over the two-year conversion period by the edoption
of & punched-card system for losn eccounts; the saving belng only
partly offset by lnecreased machine rentel. There remeing only
sbout 500 accounts to be converted, of the total of approximately
10,000,

. Simplifications during the ye=ar have included the reduction
from 17 to 3 aslphabeticel-group svubcontrols for the 1,000-employee
payroll, with the required divisional distribution now being fur-
nished by e punched-card sort or tabulation., Algo, the use of
special colored remittence envelopes has facilitated the handling
of borrowers' repaywents and speeded thelr depeoslt,

n order to integrate the sccounts with the budget classifica-
tions, which were further simplified this year, a determination was
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made that direct accounting support therefor will similarly be
divided only as to electrical, telephone, and penersl administra-
tion activities. Any statistical analyses of these activities may.
more easlily be furnished by memorandum records apart from the
general ledger. Adequate methods, of course, will need to be
developed for the distribution of administrative costs to program
activities.

During the year, a form was designed for the publishing by REA
of the annual report of its borrowers' statistical operating data
under the Electric i'rogram, so devised as to present the informa-
tion which would nourmally be required of them by the Federal Power
Commission, By this means, the Federal 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
Goverument 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 simplification are being developed through the re-
designing of the reports taken from the regional records so that
regional summary information can be consolidated by & shingling
and photographic proecess.

The revenues received each year from the use of land held
under Title III of the Bankhead-Jdones Farm Tenant Act have not been
under accounting control during the receivable stage. To correct
this deficiency uniform procedure describing the method to be used
for setting up, in the reglonal general ledger, the roccivables
for this income and their liguidation was developd and placed
into effect,

Although anticipated appropriation reimbursements had been
included in the quarterly apportiomments, 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
‘nev allotment ledger sheet was developed to provide the recording
of allotment obligetion limitations in addition to appropriated
funds, thereby including anticipated apportioned reimbursements.
A general ledger amaccount Tor use at the regional level was also
provided for control on the anticipated collections.




- 32 -

Also in line with the decentralization of accounting responsi-
Bility to reglonsl offlces, collections for gas and oil rents and
royelties reeeived from agencies of the Department of Interior are
deposited directly into regional accounts of the Treasury thereby
evoiding the rebandling which was required in processing them
through the Washington, D. C., central office of the agency.

To further decrease work of the disbursement activities of the
agency the simplified system of making payments under recurring
monthly rental contracts approved by General Accounting Office for
the Department was adopted by the agency. This consolideted approxi-
mately 1,100 separate monthly payments into 48 payments each month
and thereby eliminated the use of and the processing of over 1,000
vouchers each month and also hag made a very favorable impression
on the public lessors because they are no longer required to submit
certifiled monthly billings to obtain payments of the rents due them.

Although some changes in the accounting operations will be
required, as the regional offices of the agency were eliminated
Novenber 2, 1953, under the reorganization of the Department of
Agriculture, it 1s anticipated that the transition will be taken
in stride with Turther decentralization of the accounting and
reporting responsibilities to the Scil Conservation Service state
office level of operations.
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DEPARTMENT OF COMMERCE

Bureau of Census

A cooperative study of the Bureau's accounting system, methods,
procedures and related operations was made by persomnel 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 recommendations submitted by the Secretary to the
Director of the Bureau.

Recommendations put into effect include strengthening of in=
ternal) controls over the receipt end custody of cash collections;
establishing maintenance of general ledger equipment accounts on
& current and accurate basils; improving accounting control of
receivables; elimination of duplication of voucher-invoice records;
and combining files of documents used for suditing 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
vositive time reporting for purposes of payroll calculations, cost
distribution and work measurement information for menagement;
modification of the accounting system to provide for the adoption
of the accrual basis, inecluding development of cost data; the
establishment of policy for .capitallzation of property acquisi-
tions; end the standardization of storeroom practices.

Bureau of Public HRoads

With the assistance of the Bureau, a property accounting
survey was conducted Jjolntly 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 recordation; reduction of the number of
forms used; better documentary flow; 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 documents.

Business Services

The reorganization of the Business Services programs of the
Department, which resulted in the creation of the Bureau of Foreign
Commerce, Office of Business Economics, and the Business and Defense
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Bervices Administretion, was followed by the adoption of a sibpgle
appropriation for each of the buregus with an activity presentation
appropriate to the services rendered. Thils action provides a sim--
plified and improved budget presentation for the operations involved.

Maritime Administration

During the yeer the Meritime Administretion, with the assist-
ance of the OfFfice of the Secretary, Department of Commerce, and
the Accounting Systems Division oi* the General Accounting Office,
initiated a survey of its accountihg system and, as z result, put
into effect the following improvementm as of July 1, 1953:

(1) revieion in the chart of accounts to permit a
batter recordation of transactioms by types of funds and the
preparation of financial statements directly from the books
of accounts;

(2) based upon determinations thet the decreased volume
of transactions no longer Jjustifiled the use of tabuwlating
equipment, books of original entry were simplified and
changed from a tabulating to & manual process and the use of
punched cards in the accounting system was eliminated, ex-
cept for those accounts reguiring statistical analysiss

(3) considerable reduction in the number of distribu-
tion accounts used for internal purposes; and

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

During fiscal year 1953 agency wide personnel in the Division
of Accounts was reduced from 210 employees on June 30, 1952, to
247 employees on June 30, 1953. The reduction of 63 employees is
attributed by the agency, in part, to revisions in methods and
procedures previously adopted, although the deerease in the volume
of transactions has also been a factor. The agency is of the opinion
that the above described improvenents will permit it to effectuate
further economies during the fiscal year 1954 over and above those
obtained durlpg fiscal year 1953.

Effective July 1, 1953, a procedure for the establishment dnd
maintenence of annual fiscal plans was initiated. The procedure
wrovides that each responsible officlal will have an annual work
program, supplemented by an annual fiscal plan showing budgetary
requirements of the work program; and that top management will be
furnished perlodic reports showing program and fiscal progress.
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DEPARTMENT OF DEFENSE

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

Departuent of the Army

Cne of the major accounting improvements effected during the
year wss the development of a financial property accounting system
for world-wide inventories of the Army Establishment. Under the
financial property accounting system, all supply transactions are
expressed in termns of dollars as well 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, end issued or sold to consuming organizations or
activities. The installation of the system is being accomplished
in three phases: (1) contimental U. S. depots; (2) continental
U. 5. 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 instelled in all technicel 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 delay.

In cconection with the financial property accounting program,
a simplified method of documentation and stock selection is being
developed to facilitate the accumulation of financial 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 management are as follows:

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

(2} determination of supply potentialities;

{3} review of stock status and activity in relationship
to programmed objectives and regquirements;

(k) control and allocation of stocke among the funding
programs;
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{5) review of plaaned procurement and procurement actions
involving comerclal-type items under open-end or call-type
contrachs and review of scheduling of deliveries from procure-
ment ;

(6} determipation of the effectiveness and economic
rracticabillity of repair end rebulld programs end operations;

{7) review and appraisal of material losses, including
physical inventory losses, obsolescence, and deteriloration;

(8) review of the status of mobilization reserve;

(9) review of progress made 1n disposal of excess and
gurplus material.

It ie not possible to estimate accurately the probable savings
which will reault from more effective supervision of pyrocurement
and stock levels with the ald of the necessary financisl dete--
hovever, some sixty (60%) percent of available Army funds are in=
vegted in or scheduled for procurement of supplies and equipment.

A reduction of investment of only ten {10%) percent would approxe
imate over one blillion dollars.

The successful accomplishment of the financial property ac-
counting program should materially assist the Department of the
Army 1n effecting further sound and basic Improvements designed
to bring about a greater degree of integration hetween its program
operations and procurement and accounting functionns, including an
expansion of the Army Stock Fund. During the year twe additionsl
categories of Army supplies were brought under the fund. The Army
Stock Fund 1g a revolving Tund established for the purpose of
providing & simplified single means for consolidating the financling
of, and accounting for, the acquisition, holding, and sale of
comnon-use standard stock items of materials, supplies and equip-
ment, Included in the Army supply system. On July 1, 1953, Sub-
glstence was included in the Quartermaster Division of the fund
and the Medical-Dental Division was alse established. These
divisions include only the stock located at the Technical Service
depolts. Plans have heen completed to establish stock fund divi-
sions for depot stocks for each of the five remaining Technical
Services by July 1, 1954. Plans are also under way to establish
gtock fund principlees covering lnventories at posts, camps, and
stetions in overseas comrzands.

Industrisl Funds. Fourteen detailed management engineering
surveys were conducted during the year. The surveys include the
following types of activities: :




o I =

(1) determination of the basic and detailed financial
and operational controls necessary to provide executives at
the installations, Technical Service, Department of the Army,
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 manusl
covering all phases of the accounting system for each instal-
lation or activity.

Filve of the surveys cconducted at Ordnance Arsenals- were perw
formed by a firm of Menagement Engineers. An industrial-type
accounting system has been developed and will 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 activities are scheduled to begin operations under the
Industriel Fund during the first quarter of 1954. Charters were
approved and operations begun under the Industrial Fund at the
Dugway Proving Ground, the Dismond Ordnance Fuse Laboratories, and
at the Maintenance Divisilon, Jeffersonville Quartermaster Depot.

In addition, nlneteen feagibillty surveys were conducted at
industrisl asctivities including those under the jurisdietion of
Ordnance, Chemical, Medlcal, Transportation, Signal, Engineers
and the Second Army. A feasibility survey is conducted to deter=-
mine the practicabllity of financing an inetallation or activity
under the Industrisl Fund System and £g preliminary to a detailled
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 lnecreased efficiency, reduced vproduction coste, reduced over=-
time and the reduction of excessive inventorles. The Army Iu-
dustrial Fund program has gained a graat deal of impetus during
the calendar year 1953 and enters 1954 with a firm program indicat-
ing that twenty-six (26) activities will be operating 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) actilvities operating under the Army Indusirial Fund
during the celendar year 1953. In addition, the improved manage-
ment control attained through the Industrial Fund System highlighted
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the existence of excesslve levels of inventories, vhich management
officials reduced by more than $7,000,000 during this period.

Integrated Instellation Accounting and Disbursing. During the
year procedures for the integration at lnstallation level of appro-
priation, expenditure, and payroll sccounting and disbursing were
developed and tested at Cemp Rucker. Alabama, and at the Atlanta
General Depot. Evaluation of the tests resulted in approval of the
procedures for general use throughout the Army and conversion to
the new system has been made at seven (7) ilmstallations. Current
plans call For conversion of all Class I installetions (those under
the control of the continental Army ccmmanders) by June 30, 195h,
Plans are also belng made for the adopllon of the new zpplicaetion
to all Class II instellations (those under the coatrol of the tech-
nical services or other headquarters of the Army agencles). Under
the new procedures appropriation and expenditure accounting pre-
viously performed in several separate offices 1s combined in one
office providing not only,reduced‘c%erall cost for the performance
of the {unctions, but also:

(1) more current, reliable, and complete appropriation
and expenditure data than previously existed;

{2) dimproved internsl controls and elimination of
duplicate record keeping and other related financial functions;

{3) a flexible system and organization which will provide
& basis for the development of a completely integrated systen
of installation acccunts 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, economies and potentigl
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 lmproved snd simplified
clvilian payrell procedures that will increase the efficiency of
paying civilian employees in the Department by approximately one~
third. This system 1s based upon improved methods and procedures
which ere in accord with accepted commercial accounting practilces
and which utilize the latest developments in the accounting machine
industry. To 1nstall the system, where applicable throughout the
Army 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 empleyee in the payroll office to
300 employees serviced for payroll purpeses by July 1, 1955. This
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will reduce the cost of providing payroll services from approximately
$16.00 to $12.00 per year per employee paid amounting to an annuel
saving of over $2,000,000.

Improved System of Financial Control for the Ordnance Corps. One
of the major projects initiated during the year was that of develop-
ing an improved system of financial contrel for the Ordnance Corps
to provide:

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

(2) cost and other finencial 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 verificetion of the accountability of
officials administering public funds and property;

(5) stendard and uniform financlel statements and reports
to summarize the information required by Chief of Orduance.

This project, which was initiated at the request of the Secre-
tary of Defenze, will extend over a period of apprroximately two
years and will encompassg all operaticnal command responsibilities
of the Ovdnance Corps including procurement, production, cperation
and maintenence, end research and development activities. The
project will provide a basis for revision and/or developnent of
similer types of financial control systems in other related areas
and comnands.,

General. With the objective of improving financial manage=
ment within the Amy, & 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 ace-
complishment. When completed, the proposed structure will provide
for uniform announcement of plans, policles, and objectives; for
proper development of the budget; for an improved classiflcation
of expense accounts; for better manpower control; and for pere
formence analysis.
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Department of the Army, Corps of Engineers (Civil Works Activities)

During the current year the Corps of Engineers has developed
and installed a revised system of budgeting, programming, and
aecounting for its Clvil Works activities.

The Corps preceded ite system development by establishing a
new appropristion structure which provides that ite budget request
and subsequent accounting and reporting clearly distinguish between
funds appropriated for investigations, constructilon, operation,
maintenance, general administrative, and other phases of 1ts civil
fupctiong. Around this pattern e system has been developed which
gives & clear well-defined budget of work planned with provision
for reporting on accomplishment based on accounts to be maintalned
under generally accepted principles and standards.

To obtaln a sgound basis of budgeting and reporting the varlous
types of activities and funetione of the Corps were studled and
vniform classifications of the features, activiitles, or other ap-
propriate segments of each type were established. The seme clas-
gifications were adopted for estimating cost in planning, budgeting,
and programming, and in accounting for costs incurred.

The Corps established a revolving fund to handle services and
furnish supplies and other common services to the varilous projects
on & reimbursable basis. The Corps had utllized a similar method
of handling such "common" service and supplies, buk the new re-
volving fund was established undey the Fiscal Year 1954 Appropria=-
tion Act on s clearly defined basis with speclal uniform provisions
for financing and reporting the activities,

A complete gyetem to program the work to be acecomplished was
developed, which both modified existing procedures and established
new techniques in schedullpg and planning immeddiete and long-range
work programs by the Corps. On these program schedules the basile
estimate of the plan of work to be performed is coordinated to
contorm with the recelpt of available funds, and the work is then
scheduled to provide for the most eccnomical and efficient rate of
progress commensurate with all these factors.

Cost and progress reports have been developed which provide
for timely information to be reported te permit comparison of the
work plan with work sccomplishments, and provide a basis for
adninistrative action In order to complete the work on schedule,
withiln the limits of the program, and make necessary adjustments
for changing conditions.
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The system is designed to account for the Corps® functions on
a decentralized basis at District, Division, and the Chief of

Engineers Offlces.

The accounts are desigoed to provide for an integration of
cost and all proprietary accounts with the fiseal accounts and
records which exercise fund control. The tie-in is eifected
through general ledger control accounts. 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 account on an applied basis.
Materials and other unapplied ltems uwre carried in approprilate
accounts pending application., Income in taken up &s earned, to
the extent practicable.

Appropriation transactionsg aire reflected from the time
recelved, through obligation, liguidation, and expenditure; and
for receipts collected and funds returned to the Treasury. Like=- ;
wise, the diebursing officerst! accounts are tiled into the other '
accounts of the Corps to provide for a complete inter-related
accounting for a1l transactions involving the Government'!s funds
for which the Corps is responsible.

Accountes 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 are intended
to furnish Information requested by the system of accounts pre=-
scribed by the Federal Power Commission for electric utilities,
including interest on Federal Investment and depreciation of
multiple purpose {including power) facilities.

Work on the revised system was started in the early summer of
1952 with the initlation of changes in the appropriation structure
and starting the above-mentioned uniform clasgifications. The
me jor part of the development, however, was carried out during
this year. The Civil Works Programs Development Branch prepared
and submitted ite part of the President's budget for the Filscal
Year 1954 on the revised basis under the new appropriation pattern.
As of July 1, 1953, the improved programming, budgeting, and
accounting techniques and related procedures were put into effect.

A draft of a Program and Accounting Manual wasg prepared on the
nevw system which has served as a guide in the installation and sub-
sequent operation of the system. The progremming part of the Manual
is substantially complete but the engineers 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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guch actlon. The accounting part of the manual was not complete

at the time of the changeover to the revised accounts but is ex~
pected to be in flnal draft form this coming spring. The Engineer
Comptroller has also expressed the intent to make chenges to stream-
line the revised system further to accomplish all simplifications
nosaible.

An evalustlon of the work accompllshed should include recog-
nition of the ecope of the many changes made and the mimber of
installations affected. The changeovers were made in 41 District
and 11 Division Gffices, as well as in the O0ffice, Chief of
Enginears. ‘

Under the Budgeting and Accounting Procedures Act of 1950 the
. revisions to date were made by the Corps in cooperatlion with repre-
sentatives of the Bureau of the Budget, the Treasury, and the
General Accounting Office.

The Appropriations Committees of the Senete and the House of
Representatlves of the B83d Congress, lst Session, expressed satig-
faction with the system as indicated in the following quoted ex-
tracts from their respectlve reports on the Civil Functions,
Department of the Army, Appropriation Bill, Fiscal Year 1954:

Senate Report No. 456. "The Corps of Engineers has revised
the format of thelr budget presentation since last year. The
committee commends the corps and the General Accounting Office
for the development of 2 revised programing, budgeting, and re-
porting systems and the necessary accounting revislons. These
revisions wlil not only give the Congress a clearer picture of
the nead for the funds requested, but will provide the Corps of
Enginesrs, and the Congress an opportunity to compare the pro=-
gramed work with actual accompllishments during the course of the
year,"

House Repoxt No. 450. "The Corps of Engineers is to be com-
mended for the present format of the budget and the presentation
of the Jjustificaticons of the various appropriation reguests.

Both serve 4o glve to the Congress and interested citizens a
clzar and concise pleture of the various civil works projects,
ineluding detailed activities of the Corps of Engineers and
expenditure data on the several projects. Such a presentation

is made possible by a different method of accounting recently
installed by the Corps of Engineers with the cooperation of the
General Accounting Office., The committee believes that agencleg
in the military construction field could well study the operation
of this gystem and commends 1t to other agencles in the con-
gtruction field,"
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Department of the Air Force

Intesrated Accounting System. Perhaps the major development
in this department has been the work devoted during the current
year to devising an Integrated budgeting and accounting system on
an accrual besis encompsssing all assets, liabilities, lncome and
expense of the Alr Force. Materisl assistance 1s belng rendered
to the projeect by representatives of two Ilnternational public ac=-
counting firms and the Harvard Greduate School of Business. A
brief summary of the besic principles under which the system is
being developed is as followss

{1} integration of financial data into a single account-
1ng system for sll puvposes;

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

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

(k) provision for monetary controls over ilnventories
and the receipt and disposition thereof;

{5} maximum simplicity and flexibility;

(6) providing the operating manager in the fleld with
data which will permit measurement of performance results;

{'7) uniformity of accounts to permit summarization,
comparison, and conscolidation at each level of responsibllity;

{8) precticability and usefulness of the system under
Tull wartime conditions.

Three major commands were selected to orgsnize project Leoms
to develop thelr idess of such an accounting system for one baee
within each command. These initial studies have been received and
based upon the results thercol the financial control system is being
developed. The lmplementation of the new system wlll be of necesg=
sity a long term project. However, the establishment of monetary
controls for lnventories is now in process and other parts of the
overall program are being implemented. Therefore,; even though the
proposed Tinancial control system will not be completely effective
for some time, advamtages will be experienced progressively during
the installation period.
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" Property. Monetary supply accounting has been established
2% all 16 Alr Materiel Command Depots covering the wholesale level
of supply. As a result management is supplied with sunmary in-
formation by which it ecan tell, for the first time, dollar value
of supplies on hand, receipts by source, shipments by destination,
claspificotion changes, inventory adjusiments, and price changes.
From this swwmary information it is possible to readily determine
auch things as rate of inventory turnover, inventory deficiencies
and excepses, aud the relaticnship of serviceable and reparable
gtocks, 211l of which are useful management aids in pointing up
areas For corrective action.

Concurpently with the expansion of this first phase of monetary
supply accounting, work is continuing towards the implementation of
the following:

{1} expansion of monetary supply accounting to include
all remalining stocks at depot level;

{(2) tie-in expenditufes of eppropriations t¢ the input
of vroperty in the supply system;

31 development of plant accounting for depots;
. 4%
{4) establishment of "in-transit" control of inventories;

{5) development of supply and plant sccounting at hase
level. Work on this project has progressed to the point of
installing at one base monetary supply accounting for all
stores in stock and the scheduling of similar accounting at
all Air Porce Bases by April 1, 195k,

The Aviatlon Fuels Division, Air Force Stock Fund, began oper~
gtions July 1, 1953, The fund controls world-wide distribution of
Adlr Force aviation fuels and some indication of the magnltude of
the operations 1s shown in that the estimated sales for flscal year
1954 are expected to excead $500,000,000. The establishment of the
stock fund on a business-like basis, providing such msnagement date.
as a meothly belence sheet and operating statement, plus the con-
current requirements of alignipg aviation fuel budgeting and cone
sumption acecunting with flylng programs, and the tightening up of
Inventory control arve materially alding management in effecting a
more economical and efficient aviatlon Tusls program.

Ag a prellwminary step in the institution of the Stock Fund on
July 1, 1953, & basic manual of procedures for the handling and
accounting for avietion fuels and ofls was put into effect on
September 1, 1952. One of the most immediate advantages realized
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from the installation of the new accounting system wag the sige
nificant rise in the collection of reimbursable transactions.
Prior to the new system igsues to other Government Agencles were
not controlled as to preparation and processing of documentation
therefor. As a result of the lack of tight laventory controls it
was felt that payment was not being obtained in all instances for
reimbursable transactions and the figures for appropriation reime-
bursements for the past four years appear to bear out this cone
teation. The reimbursements were as follows:

Fiscal Year 1950 $22,500,000
Fiscal Year 1951 25,500,000 .
Fiscal Year 1952 28,600,000
Fiscal Year 1953 66,000,000

These reimbursements were received from Navy, commexrcial air-
lines, foreign govermments, Army, and other miscellanecus socurces.

Additional advaunteges of the Stock FMund saire enumerated in the
discussion of the Nevy Stock Fund. Many of these advanteges alsc
apply to the Air Force Fuels Stock Fund.

In addition, the MedicalsDental Diviélon of the Stock Fund was
egtablished on July 1, 1653, the Inventories of which are initially
limited to zone of the interior depot stocks. OSales are made by
the Stoek Fund to requisitioning bases with reimbursement to the
Fund from the annual Medintenance and Operations appropriations.
Preliminary studles are now going on to extend the stock fund opers
ation o overseas depots and world-wide medical and dental supply
base stocks by July 1, 195k,

Additional refinements were made in the Clolhing Divisicn of
the Stock Fund during the year end information provided by the
system has enabled several commands to take actlon to reduce
clothing inventories materially, bringing them in iine with sales.

Industrial Fund Accounting. At present the only activity
operating under the industrial fund concept is the printlng plant
at Kelly Alr FPorce Base. A complete industrial-type system has
been developed to place all laundry and dry cleaning plants of the
Air Forece on & comercial basis and it ls expected to be placed in
operation in the near future.

Depot Malntenance Accounting. A contract has been placed with
a public accounting firm for the development of work standards
through which performance msy be measured in terms of production
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accomplished, the results of which 1t is hoped will materially ald
maintenance cost accounting. Actilon iz now belng taken to extend.
the contract to include production control methods and a standard
cost accounting system.

General.  Conversion of approximately 550,000 paper checks per
month t0 punched card checks has taken. place in Air Force. All
finance officers issuing 10,000 or wore checks per month have been
conyerted under the program. An overall annual savings of approxi-
mately $152 000 is expected in Air Force, Treasury, and the General
Accounting Office as & result of the progrem.
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Department of the Nevy

Orpanization. Additional comptroller organizations were
establisned in the 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 cowmmand authority coors
dinated and integrated staff services in the financial area which
contribute to the efficlent, economical, and effective management
of programs. The effective performance of the Comptroller's
functionz relieves top management of much of the burden of detailed
fact collection, coordination, and analysis permitting 1t to spend
more time ip the aress of policy formulaticn, decision, and program
direction.

The functions and regponsibllities relating to the review of
civilian manpower requirements and the allocation of civilian per-
sonuel were transferred to the Comptroller's organization resulting
in closer coordination between manpower requirements and budget
estimates and execution.

Industriz) Funds. Continued progress was made during 1953 in
converting 16 activities to working capital fund financing and
commerclal-type accounting. There are now 29 activitles operating
wder the lndustrial fund coacept. This lnecludes 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 nuuber of activities still to be converted. The
rate of progress is increasing, however, as personnel gain ex-
perience, and manuals of instruction and procedures are prepared
te cover the varlous types of installatlions. As each type of in-
stallation reguires a custom-built system to provide accurate costs,
inventory accounting, financial and budgetary controls and reporting,
the project is of necessity a long term one.

(l) Naval Shipyards. Utilizing experience gained in the
operation of the Philadelphia Naval Shipyard as an industrial
fund, Charleston and Norfolk Naval Shipyards were converted
ag of July 1, 1953. Considerable progress has been made in
highlighting costs by function, as well as by direct labor,
direct material, shop expense, and general and administrative
expence. As & result local mansgement now has effective tools
to provide it with the meane of operating on a more efficient
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basis than was previously possible. Thres additiobsl yards
are scheduled to be converted to the Industriel Fund by
Merch 31, 1954, and those remsining will be couverted by the
end of fiscal year 1955.

(2) Ordnence Inatallations. Ordnence installations at
York, Pemnsylvania, and Forest Park, Illincis, are operating
under the Navy Industrial Fund and basad on experience gained
in these installstions the Naval Powder Factory at Indian Head,
Maryland, commenced operatlons under the fund as of September 1,
1953. At this installation processes used In manufacturing
powder and explosives will be costed by function as well as
by end product, and they will be controlled through an induse
trial-type budget. A survey was initiated November 30, 1953,
for conversion of the Naval Gun Factory to the Industrial
Fund.

(3} Marine Corps Depot of Supplies, Clothing Branch., As
of July 1, 1953, this installation comseuced operations under
the Navy Industrial Fund, The cost system installed parallels
that of efficient clothing manufacturing concerns in private
industry.

Stock funds. A slgnilicant accomplishment occurred on July 1,
1953, when the Merine Corps commenced oparaticns wunder o revolving
stock fund. The fumd was set up based upon experience gained in
cperating the Hawvy Stock Fund which has been in existence for many
years. The objectives in installing the Stock Turd are as follows:

(1} the preparation of budget estimates and reporting
costs on the basis of usage rather than on procvrement. This
will ald materially in Tlnancial contrel of the costs of

_operating all activities, including budgetary reviews of all
ProgYains ;

(2) +the institution of finmanciel conlrol over the cost
of consumption of materisl carried in Stock Furds, as a part
of the normal processes of budgeting and control over the
expenditurs of approprizted furds, is & force for greater cost
consclouspess, econonmy, and efficlency in the use of such
material that does not exist when finenciel contrel over
material is confined to procurement requirecment;

(3} the use of a Stock Fund can be mede o force for close
control over stocks of the respective items of meterial carried
In the fund through the control over {inancial resources of the
fund In relaticn to supply requirements. This use of the fund
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will provide an gutomatic lncentive for limitation of inventory
levels, better balanced inventories, and limitations of pro=
curement requirements of peacetime operating stocks;

{4) there will be no incentive to place obligations other
than when required becguse of the availability or nonavallaebile
ity of appropriations;

(5) obligations for purchases of Stock Fund items may
sometimes be timed to take advantage of favorable prices,
vhereas such timing might be inpossible il the ltems were
financed under limitations of annual appropriations;

(6) sipngle=-service supply, or cross-servicing is facil-
itated in the ecase of items filnanced under Stock Funds since
such stocks may be procured from,and pooled under, one fund
with avoldance of separate accounting for procurement and
stocks for and by several owners;

(‘7) the financing through a Stock Fund of mobilization
reserve stocks of consumable materials results in thelr proe
tection for the use for which they are intended, hecause they
cannot be diverted to meel current needs without provision
for replacement through reimbursement from current approprige
tions.

Concurrent with the establishment of this fund, a financial
reporting system has been developed which is called the Marine
Corps Appropriation Stores Account. Under this system monthly
reporte to the inventory managers at headguarters, similar to those
under the Stock Fund, indicate statistically the value of Approprise
tion S5tores Materdisl which has heen issued for use together with the
Inventory status. The statistical charging of end users for such
material ls ropldly instilling a greatexr cost consclousness cone
cerning this type of material throughout the Marine Corps.

Internal Audit. A major development in this area was the
transfer of the Cost Inspection Service of the Buresu of Supplies
and Accounts to the Compiroller's Office improving operations by
placing all internal audit functlons in one organization where
they cen be integrated and coordinated with related comptroller
functions.

During the year there was & steady growth in the internal
~audit organization and work. Audlts were accomplished at a wide
variety of naval shore activitles and the firdings and recommenda-
tions covered & wide range of fiscal matters. Among the more
signiflcant of the aundit Ffindings and recommendations, leading to
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the saving of money, more accurate reports to manegement, and
tighter internal controls, were those almed at:

(1) accounting accurately for allotments, and preventing
over-obligations;

(2) assuring that welfare assoclations and similar groupa
financed from non-appropriated funds reimburse the Government
for utilities and other services they use at naval activities;

(3) discontinuing the maintenance of informel records
wvhich duplicate the informatlon provided in official reports
to management, and discontinuing unnecessary reports;

(%) maintaining tighter control over the lending of
property to other Government agencles;

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

(6) assuring that excess stocks in shop stores and in
the hands of users ere proanptly returned to central storage
for relssue where needed.
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DIPARTMENT OF HUEALTH, EDUCATION, AND WELFARE

General Ivolustion of the Department’'s Accounting Systen

Accounting procedures abhd polieies in the Department of Health,
Lducation, and Welfare (formerly Federal Security Agency) were
generally reviewved and as & resull, an evaluation report was pre-
pared in January 1953, ecrmarking the primary areas where accounting
inprovements are needed. At the request of the Department, the
Burean of the Dudget concurred in the use of this evaluatlon report
as the basic plan of action for improvements in the accounting
support for the budget. Although this effort is only the beginning
and the problems are far from final solution, it is considered that
the interest evidenced to date is a step toward the goal of major
improvements in the financial. management functions in the Department.

Accounting Organization and Functions

One of the primary praoblem areas is the establishment of an
appropriate acecounting organlzation with sufficient qualified staff
at the Secretary's level in the Department to accomplish the funce
tions and fulfill the responsibilities placed in the Secretary by
the Budget and Accounting Procedures Act of 1950. During the year,
this matter was glven extensive consideration as was the placement
and strengthening of the accounting function at all other levels
of the Department.

Revision of the Appropriation Structure

During the year consideration was given to the continuing
problem of improving the appropriation structure and reducing the
nunber of appropriations in order to promote more efficient
management and simplified, but more useful accounting data, At
present, there are approximately 60 appropriations budgeted for
the Department of which nearly half relate to the Public Health
Service. A speclfic proposal for the consolidation of appropris-
tions for the Office of the Secretary and several alternatlves for
Public Health Service appropriations is currently under considera-
tion., Also, as a result of discussions between the Department and
the Dureau of the Budget, the Secretary wrote to the Director of
the Bureau of ‘the Budget on June 26, 1953, stating that a stedy of
this guestion would be made in conjunction with an overall review
of organization and proeedures during the coming year.
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Accounting Procedural Manuels

Department Administrative Accownting Manusel. A Department
adminigtrative accounting manual is in process of development on
s, cooperative basis with the Accounting Systems Division, (eneral
Accounting Office. It is intended that this manual will include
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 reconclliation; top
level reporting procedure and distribution of reports; and other
acccunting procedures vhich may properly be standardized on a
Lepartment-wilde basis. Detaliled systems and procedures for cost
accounting, property accounting, payrolls, voucher auditing, grant
accounting, ete., are not scheduled to be included in this manual
but are to be coutained in separate manuals. Preliminary to
development of this departmental manual, surveys were made of the
accounting operations in each of the constituent organizations
and in the Office of the S=zcretary with visitis alsc being made
to representative field locations in the Atlanta region, ineclud-
ing both accounting peints and non-accounting points where
transactions originate.

Department Payroll Mamial. A departmental payroll manual
prepared under the supervision of the Division of Budget and
Finance, Office of the Sccretary, was lssued effectlive July 1,
1953, for the use of all payroll offices of the Department. This
mapual. is the first of a series to be issued ag part of the HEW
Staff Manual System and was formally submitted to the Comptroller
General for approval.

Accounting System for the Working Capltal Fund - Office of
the Secretary. A working capital fung was established in the
Office of the Secretory as of July 1, 1952, pursuant to Public
Lawr 452, 52nd Congress. to provide central services for procure-
mentc and control of supplles and egulpment, reproduction service,
and tabulating service for the Department headquarters. A review
of Tthe acecounting systvem for thls working cepitel fund during 1953
disclosed numerous deficilencles for which correctlve measures were
initiated. An accounting manval providing for integrated general
ledger, cost accounts, and proverty accounts is being prepared for
submission to the Comptroller General for approval.

Service and Sunply IPund Accounting Manual - Public Health
Service. The accounting manual that was written several years ago
representing the system for the service and supply fund was reviewed
and is in process of Peing revised to conform to the proposed new
Department administrative accounting manual.. The reviged system
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will include changes in procedure and forms 1o provide decentralized
accounting for that portion of the fund which is administered at

the National 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 operations. It is
planned that the revised accounting manual for this operation will
be submitted to the Comptroller General for approval in the early
part of 1954,

General Ledger and Cost Accounting in the Bureau of Federal
Credit Unions. A cost accounting system integrated with a revised
general ledger accounting system was developed and installed,
with the assistance of Accounting Systems Division, General
Accounting Office, for operations of the Burecau of Federal Credit
Uniong. This procedure was effective July 1, 1953, the date the
Bureau was placed on a self-sustaining basis by legislative action.
This business-type accounting system will show the relationh between
income and expense Tor each month for each of the main functions--
chartering, examinations, and supervision. This system will be
helpful in planning budgets, establishing examination fee rates,
and reviewing operations generally. An accounting manual provid-
ing for integrated general ledger and cost accounts is being pre-
pared Tor submission early in 1954 to the Comptroller 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 {o property accounting and
supply management. .

The first constituent survey was made in St. Elizabeth's
Hospital and a reporti was submitted to the FS5A Administrator on
April 9, 1953. As a resnlt of the survey, general ledger control
accounts have been establlshed for real property and for supplies
and materials. These accounts are supported by detailed subsidiary
records. Operation under these new procedures will increase the
efficiency of the Hospital’s property management activities and
should result in economies in consumption through the establishment
of more effective controls on issues and lnventories.

An extensive property survey was conducted at the National
Tnstitutes of Health (Public Health Service) and resulted in a
proposed final report of the working pgroups. Formal submission of
this report to the Department will be made in the near future. In
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the meantime, many of the recommendstions bave been acted upon,
such as condolidation of four stockrooms in cne building, and
establishment of perpetual inventory conirol for several mainten-
ance shops. The NIH completed a physical inventory, on a eycle
basls, of non-expendable property, anid is taking steps to utilize
modern nmachine techniques to furnilsh property data for mhnagement
purposes. The use of punched card procedures will enable NIH to
furnish property custodians with current. listings of property and
will reduce the time and effort of taking periodic inventories.
Listings will also be used by pergons reviewing requests for the
purchase of eguipment to determine aveilabllity of similar equip-
ment already at NIH.

Factfinding surveys in all ¢other constituent organizatilons of
the Department have been made by representatives of the General
Services Adminlstration and of the O0ffice of the Secretary. A
report on these surveys is scheduled to be submitted to the
Department in the near future.

Development of Property Accounting Principles and Procedures

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

Decentralization of General Ledger to Fleld Accounting Pointes -
Fublic Heaith Service

Early in 1953 it wag decided to revise and strengthen the
general ledger operation in the Public Health Service and to
decentralize the operation to field sccounting points. A pilot
installation of decentralized general ledger was established at
National Institutes of Health effective April 1, 1953. Coopera-
tive development by Public Health Service and General Accounting
Office representatives included establishing general ledger
~accounts for National Institutes of Health, developing procedures
and establishing aecounts for inter-office transactions, and
writing procedures for the maintenance of accounts. Late in June
it was concluded that the pilot study was functioning efficiently.
It is anticipated that action will be taken in the near fuiure to
extend the pllot study to all Public Hezltih Service {leld account-
ing points.
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Cost Accounting for the National Institules of Health

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 upigue function of the installation in
providing basic research in a numher of majer fields coupled with
hospital care for 500 patients. There are many common services
provided for both the research and palient care activities. In
many cases, it is difficult to find a basis for distribution of
these services to the numerous cost centers. Proration factors
are in process ol development as a basis for distributing these
costs on a reasonably equitable basis.

Survey and Report on Accounting for (rant-in-Aild Programs

An accounting survey is being made of the grant-in-aid programs.
To date a review has been made of those grant-in-ald programs
administered by the Bureau of Public Assistance, Children's Burean,
the 0ffice of Vocational Rehabilitaticn, and part of the 0ffice of
Bducation and the Public Health Service. The survey included a
review of the basic legislation 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-aid audit
procedure. The survey has not been completed although various
phases have been discussed with the responsible officlals. To date
the following improvements have been made, or are being implemented:

(1) preparation of a dupllcate set of auditor's working
papers by field auditors for submission to the central office
has been eliminated;

(2) reduction in the number of forms prepared in pro-
cessing grant payments, elimination of submission of certain
supporting documents to the General Accounting Offilce, and
changes in procedures are being implemented. It has been
estimated by Department officials that these changes will
result in annual savings of spproximately $50,000.

Antmal. Wape Reporting for the Bureau of 01d Age and Survivors
Insurance and Relationship to Internal Revenue Service

During 1952 a commlttee was established to examine and con-
sidexr the possibility of having employers mske annual, rather than
quarterly, reports of wages to OASI. A detailed report was prepared
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‘on this matter by the Accounting Systems Division of the (deneral
Accounting Office. The report indicated two propoesals, both of
which involved the use of single W-2 wage earnings report for the
purpceses of both the Internal Revenue Service and the OASI. This
plan would eliminate the quarterly filing of wage information for
OASI purposes by all employers. Legislation, of course, would he
required to permit the operation of the plan as contemplated.
Further extensive consideration of the plan was given during the
year by the Department of Health, Eduecation, and Welfare, the
Internal 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 014 Age and Survivors Insurance
payments. Heretofore a separate check has been issued for the
direct claimant and for the clalmant as a representative of the
surviving children. The new procedure permits the issuance of a
glngle check to the claimant to include not only the benefits for
vhich the clalmant mey be personally entitled, bub alsc benefites
for the surviving children. There are approximately 250,000 coses
in this category for which monthly peyments are made. It iz esti-
mated that there ls a potential saving, through the application
of this procedure, of approximately $200,000 per year in check
issuance and postage costs alone. In addltion, there would he
some savings in adminlistrative cosgts due to the fewer nuaber of
1tems which mugt be veriflied and certified each month by the
Bureau of 01d Age and Survivors Insurance.

Reporting Procedures

A simplification in reporting by twe of the constituents to
the Offlce of the Secretary regarding status of funds resulted in
savings of approximately fen man daye monthly.
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DEPARTMENT OF THE IWTERIOR

Nlaska Road Commission

feneral. The system of accounts instealled in 1952 was formally
approved oy the Comptroller General on April 1, 1953, the imnmediate
abjective thereafter being the accomplishment of the necessary re-
finements within 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 is operating smoothly. Organizational improvements
and reductions in force have been made.

Field Accounting. A Field Accounting Manual, subsidiary to
the General Manual of Accounts was developed and released to dis-
trict offices., The manual is egsential to successful operation of
the gystem from the standpoint of accurate, timely and economleal
reporting. The manval states procedures in simple terms giving
effect to the documentation, classification, distribution, and
summarization of (1) payrolls, (2) equipment use, =nd (3) receipt
and issue of meterials and supplies. This development has resulted
in improved field reporting. TFuture plans for acceleration of
Internal auvdit activities is mnticipated to accomplish maximum
effectiveness.

Property Accounting. Three main requisites necessary for
adequate stores inventory control have heen accomplished: (1) es-
tablishment of inventory control points by district; (2) segregation
of in-~transit inventories; [3) proverly deocumented receiving reports
with mccurate descriptions and values. The one remaining reguisite -
programing adequate physical inventories, is anticipated to be under-
way at the end of 1953.

Fiyed properties acquired subsequent to July 1, 1951, are
reflected in the accounts, with adequate controls and subsidiary
detailed records. Descriptions and values of fixed property acquired
prior to July 1, 1951, are available and full integration into the
accounting system has been programed before the end of 1953.

Reporting, A reporting format in the form of & Summery Cost
and Frogress Report was developed which reflects spplied cost by
activities and sub-sctivities (representing the agpregate of work
orders applicable to such activities). Reconeiling items are shown
to relate applied cost, expenditures, obligetions, and.aﬁprOpriations,
The report is cumuletive on the Commission's "Construction®™ year
(March 1 to February 28) and is reconstructed to a fiscal year beasls
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anmually for budgeting purposes. It slso ties in with sctusl and
estimated smounts reflected by budget exhibilts. Separate reporis
are prepared For construction and maintenance sctivities. Thils
report furnishes management current and cumulative data showing
comparisons with budeet, program, and actual costs - an overall
pioeture of the Commigsion's financial gmtatus.

The eost of feeding construction and maintenance crews is high
and reguires alert attention by mansgement to keep costs at the
minimum. The Mess Operations Cost Reports which ore prepared each
four weeks are providing menagement with the necessary data for
effecting economies, and a downwerd trend in unlt meal costs hes
been obgerved,

Other management reports emanating from the new system are
becoming inereasingly significent in planning, executing and con-
trelling operations.

Timely reporting is the pregent major problem, due largely to
inadeguate communications and delays In processing data at distriet
offices, Decentralization to the district level, as soon as feasi-
ble, will aid in solving this problem, and it will provide for
hetter control at all management levels.

Alngka Railroad

Accountlng Manuel. Agreement was reached among representatives
of the Secretary's Office, Office of Territorlies, Alaske Raillroad,
and General Accounting Offlce, Accounting Systems Division, to de-
vige and install a revised system of accounts for the Railroad, in
accordance with the basic principles of the Joint Aceccunting Improve-
ment Program. The salient features of the agreement are:

(1) to the extent practicable, the system will follow
the principles adopted for common carrvier railrcads, using
the Interstate Commerce Commission classification of sccounts:

(2) business-type budgeting, sceounting and reporting
wlll be utilized, inasmuch as operatlons are Tinanced through
a revolving fund. Accounts will be desipned to provide a
basls for reporting on the status of funds on a huginesa-type
bosis;

(3) provision will he made for deprecistion of property
and equipment;

() rubsidiary cost and work order mrcounts will be

provided, ac repropristo;
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(5) aceonnts shall be utilized in cost Tinding processes, .
whorein detn 1s obiained by annlysisz of revenue and expense
ascecounts and related to supplementary statisticsl data; such
mrocasses being vbilized vwhere such information is needed only
for a gspecific purpcse, for instance, ascertalning the opera-
ting results of activities such as a train-run, a sepment of
line, or a stotion operation; ‘

(6) mileage statistical records will be malntained for
the purnose of accumwlating data in computing mileage cogts
and reverues. Data 1s accumulated by train-miles, locomotivew
miles, and car-miles. In this connection, statistlcal sum-
maries of tommoge and other dats are maintained, and the
ahove data is factored into pertinent unit cost and revenue
fipgures, which will be used for making compariasons and observs
ing trends.

Charts and Definitions of Accounts for general and subsidiary
secounts were drafted and adopted effective July 1.

Procedural Development.. A detailed survey of present account-
ing operabions was made preliminary to manualizing and placing .
streamlined accounting procedures into operation as soon as pogsible,
Work in developing these procedures 1s presently in progress, and
has been partielly completed. Revised stores and moveahle progperty
accounting proccdures were initiated in July, this matter being the
most wrgent. Revised procedures were sdopted for better control _
of inventories, namely, (1) segrepgation in the nccounts of stores- '
in-transit, (2) estoblishment of & stores expense account for adjust-
ment of differences beitween Invoice end purchese order values,
discounts, etec., also Lo collect and digtribute expenses of stores
operations to beneficiary sccounts, (3) accounting segregetion of
surplus gtores matarial from regular stock material, evaluating
same at estimated values untlil clessified, end (k) elimination of
running direct purchages through inventory accounts.

The bulk of proccdure development remains 1o be accomplished,
and it is anticipated that a program will be set up in the near
future Tor systematizing (1) payrolls, (2) station accounting,

(3) interline sccownting, (%) cash accounting, (5) work orders and
costs, (6) cost finding, (7) billing and collecting, (8) voucher
distribution, and (9) forms and reports.

Bureesu of Indian Affairs

The accounting system of the Bureau of Indian Affairs was
formally approved by the Comptroller General of the United States
early in the calendar year 1953 after a test periocd of operation.
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This yemr hasg been devoted to standardizing procedures in asccordance
with the accounting manusl, medifying the manusl to reflect account-
ing refinements, end expediting the rendering of accounting reports.

Bureau of Land Manogement

Developuent of Manval. Development of an accounbting systems
manual in accordanca with appreved principles was begun last year
and is now subgtantially complete. Significant features of the
systom are: (1) sccounting is decentrslized to district officeg
utilizing branch-type controls and substantial use of commercial
practices, {(b) the usual concept of property sccounting is modified
ag nobt being applicable to the inealculable value of the public
domnin, se the Buresu, in its primary function of administering
public lends malntains ownership control through operation of ade-
guately daosigned public lend records, {c) no provigion is made for
denrecistion, inasmuch as thils is not a significant item of cos
in the roauts operations, (&) the hulk of Land Mensgemend acceount-
ing involves the bllling, collection and distribution of moneys
collected =5 fees Tor rentals, privileges, etc., from the publie
domain. Afopropriate books or records of original entry were
devised and manualized. A financisl reporting system will be
developad as appropriate,

Installation, A pilot installation of the system was sue-
cesstully made in the Portland, Oregon, regional office. It is
anticipated that the installation will be extended to all regionel
offices early in 1954, In the meantime the manual is being reviewed
and refinements made where necessary. It is anticipated that the
system will be submitted to the Comptroller General for approval
next year, after sufficient operating experience bas been geined.

Bureau of Mines

An improved accounting system has been developed for the
Buresu of Mines, Depertment of the Interior, with the jJjoint coop=-
eration of representatives of the Office of the Secretary snd the
Bureauw of Mines. The system was installed throughout the Bureau
on July 1, 1653. The manual Tor the system, and the related pro- -
cedures, ig in the process of heing edited in its final Torm. The
menual will be completed and submitted to the Comptroller Ceneral
for ayproval about January 1, 1054,

The accounting system wos developed to T
the Duresu utilizing the principlas
in the Depertment. The odjective of the pri
orovide menagemant with a tool Tor evaluating t
ndition end the resulis of oporations of the dilferant
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setivities and projects by showing (1) a comparison of the budget
program with actual results using scerued expenditures for compari-
son with work performed, (2) the operatins income and expenses
pertaining to such activities and projects, and (3) the assets,
liablilities; and the net equity of the United States at the eclose
of an accounting period.

Specifically, the system provides for wanagement control of
performance of the research and facilitating aetivities through
cosglt accounting on a common denominator basis with budget and
progran,  The menagement control 1s accomplished through monthly
statements showing the dellar wvalue of original program estimates,
the adjusted propram egtimates, actual cost to date, and the
percentage completion. In eddition, sllotment accounting is pro-
vided as a tool to prevent over-ohligation of appropriated funds.

Bureau of Reclamation

During the year the Bureau completed the analysis of plent
in service to the classification provided in the new gystem and
continued with refinements and modifications of the system to meetl
chenging operating conditions. 1In sddition %o carrying on this
continuing improvement work during the year, the Systems and
Procedures Branch of the Programs and Finance Division heg developed
plans Tor incorporating the basic elements of the system in con-
densed printed manual form comparable to those issued by regulatory
agencies, The system of the Bureau, which wag one of the first to
be developed within the framework of the Joint Program, has proved
to be most effective in providing the bagis for the lssuance of ;
periodic financial statements of the utility type to reflect the :
Fipaneisl condition snd results of operaticons wnder 1 »projects |
and activities carried oubt by the Burean,

Fisgh gnd Wildlife Service

A gurvey of the accounting system of the Fisgh snd Wildlife
cervice by a commlitiee conslagting of representatives of the Service,
the Office of the Secretary of the Interior, and the Accounting
Systems Divigion of the General Accounting O0ffice was completed
and a report with recommendatlons was submitted fo the Director
of the Service.

The principal recommendations for accounting lwmprovement
inglude: dintegration of programing, budgeting, accounting and
reporting; adoption of accrual accounting; maintenance of inventory
records for stores and other property controlled through the general
ledger; provision of cost accounting for all activities, with
greater detail for businesg-type operations such as the Alasks Fur
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Seal Industry; Antegration of project authorilzetion with accounting
records, with emphasis on developing current coete and comparison
with programed amounts; simplificetion of allotment procedures and
gontrol of funde at reglonal offices at primary activity levels,
with eontrol of operations by means of cost reporting; preparastion
of chart of sccounta, uniform for general ledger accounte and
Tradlor-nade " Tor cost accounte; development of an accounting
manval to provide ualformity of accounting and reporting; elimina-~
tion of extenaive dupllaation of accounting effort and record

keeping.

Geclogical Survey

A survey of the accounting system was commenced in the U. S.
(eological Survey, Department of the Interior, in September 1953
by & committee consisting of representetives of the Survey, the
Office of the Secretary of the Interior, and the Accounting Systems
Divigion of the General Accounting Office, The systems survey was
undertaken in response to a desire of the agency to obtalin more
informative cost and operating financial data, improved and sim-
plified accounting procedures, and an Integrated system of budgeting,
programing, accounting and reporting as an ald to managsment.

Office of the Governor of Alaska, Office of Territories

A survey of accounting methods anhd procedures was made and an
accounting system applicable to Federal appropriations in the
Governor's Office was developed. The system was manualized ang
placed into operation in July 1953.

Goverument of the Virgin Islands, Office of Territories

During the current year a survey was made by representatives
from the Budget and Finance Section of the Depasrtment of the
Interior and the Accounting Systems Divisicn of the General
Accounting 0ffice and agreement reached with the Governor and his
Commisaloner of Finance to instell an accounting system following
principles enunciated by the National Committee on Municipal
fccounting for the United States and Canada.

The Government of the Virgin Islands, since its purchase by
the United States in 1917, has operated on a single-entry system
of accounts = purely upon & cashereceiptse-and-dishursements basls =
without adequate general ledger controls, &s s result of which
the Tew control acecounts maintained were found to be in inoperable
condition. Accordingly, & proposed chart of accounts, utiiizing
double~entry technigues, was deviged in August 19953 for the
Governor's approval and work begun to adjust the old procedures
to permit the gradual installation of the proposed system of
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accounts. A gualified accountant was brought in by the Government
for this purpose. Preparation of the accounting manual for sub-
misslon to the Comptroller General for approval apd installation
of the new system is scheduled to begin on or about January 15,
1954, However, due to many changes which are necessary in the
pumerous 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, CUroilx, pregress in making these accounting improvements may
necessarily be slowed.

National Park Service

The accounting needs of the Service wers reviewed by mesns of
& survey started in August 1953 by a team consisting of represent-
atives of the Service, the 0ifice of the Secretary of Interior, and
the Acccuniting Systems Division of the General Accounting Orfice.
Ihe survey was completed and a jolnt report of recommendations is
ia process of preparation.

Power Administration Agenciles

Bonneville Power Administration. Duripg the last fiscal year,
the Administration begen development of an internal auvdit program
and sgtaff. Work ie currently under way to correlate thia effort
with the Audit Division of the General Accounting Office to prevent
duplication of effort and provide the most coverage at the lesst
coat,

Changes weve made in the activity accounting system at the
beginning of the current fiscal year to provide s unified managee-
ment, budget, and accounting system that permits development of
needed data on & common basis at the point of operating responsi-
bility. The system consisis of internal mansgement accounts that
coincide completely with the budget activities used for developing
workload estimates. Work is currently under way to ccordinate the
physical work reporting system to provide a clearer relstionship
between the costs of activities and cperational results.

Southeastern Power Administration

Southvestern Power Administration. These power marketing
agencies continue to improve the effectiveness of the accounting
aystem. 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 revenuea.




DEPARTMENT OF JUSTICE

parts II, ITI, and IV of a report of a detalled departmental
gurvey, covering the administrative organization and finanecial
management of the three Bureaus were completed and submitted to the
Adninistretive Assistent Attorney General together with especific
recommendstions. This survey was carried out by & 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 substential number of the recommendations contained in the
report of survey, together with other reviesions initisted by the
Bureaus, are now being or have been put into effect. These improve-
mente feature notable progress in decentralizing financial responsi-

"bility and accounting activities. to points of operating responsibil-
ity with accompanying increased efficiency and eccnomy,

Departmental Administrative and Legal Activities

The following changes in systems procedures and reporting
which have been effected or are in procegs of being put into effect
will result in estimated savings of over $58,000, iancluding eliminge-
tion of 1% positioue. ’

The purchage of U. 3. Savings Bonds for U. S. Marshsls and
Attorneys has been decentralized to the 9% Judiecial Districts.
This procedure, which is a by-product of the payroll operation, :
eliminates the necegsity for each Distrilcet forwarding to Washington
each payday bond deduction information together with a check for
deposit to a central account and the subseauent purchase of bonds
by the Accounts Branch and transmission of such bonds back to the
various Districts. In addition to the savinge resulting from the
discontinuence of the above document flow, the time element has
been reduced by approximately one month,

A new gystem for controlling the general expenses obligations
for the U. 8. Marshals' offices and U. 5. Attorneys' offices in the
04 Judicial Districts was put into effect July 1, 1953. The re=
vised procedure calls for a quarterly authorization to each of the
188 offilces for general expenses in lieu of the procedure vwhich
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required the offices to submit separate obligating documents for
each general expense transaction, thereby decreasing the number of
cblipating documents by some 6,000 per year together with a like
number of handling and posting transactidns.

Under this procedure, each office submits ench month o report
of actual expenditures together with known liabilities through the
end of the current accounting pericd. This has eliminated the for-

warding to the Accounts Branch of some 125,000 documente each year, -

together with the processing and posting operations, and at the
game time provides much more current and accurate figures for post-
ing in summary form and for reporting to the Bureau of the Budget.
Thie procedure has also permitted & revision of the general ledger
accounts whereby the detaill transactlons are recorded only once

{at the point of origin) with monthly summary postings made in the
general ledger sccounts in the Central Office.

Procedures heretofore in effect which called for the Accounts
Branch to review contracts, handle matters pertaining to the
gppointment of agent cashilers, imprest fund custodian, certifying
officers, ete., 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 geveral
gteps in performing these functions and has eliminated considerable
duplication of effort heretofore present.

As of July 1, 1953, the pgenerel ledger, the aliotment iedger,
examination of vouchers, payroll functions, and all other trans-
actions relating to the sbove which had heretofore been performed
by the Accounts Branch, Department of Justice, for the Central
Office of ‘the Bureau of Prisons was transferred to that Bureau.
This decentrellzation alsc hag eliminated much duplication of
affort and work.

The decentralization of financial responsibility te the heads
of the operating divisions was made effective at the bveginning of
the fiscal year through simplification of the allotment aystem to
provide for two allotments for each program or activity, and
strengthening of the procedures for administration of the funds
allotted. Concurrently, = plan to decentralize from the Accounts
Branch to the operating divisions the allotment sccounting and re-
lated files and records, voucher examination for all vouchers ex=
cept cross-Division items, and relmted authorization and certifica.
tion responsibilities, has been generally effected in three of the

gix divisions, with the other three to follow as rapidly as possible.
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These revised procedures will not only give the Divisions in-
creagsed flexiblility in use of funds, better control over allot-
ments, and current information and reports pertaining to obliga-
tions and expendituves; but also will eliminate the maintenance
of duplicate memorandum accounts and records and the duplication
of time and effort in the examination of vouchers, especially
those relating to travel.

Action is under way to lmprove the activity presentations used
in the Budget Document. The Anti-trust Division schedule has been
reduced from seven mctivitier to one, theredby eliminating the
necessity for assembling filscal information for budget purposes on
other than an object e¢lags basls. The schivitles for the 0ffice
of Alien Property have been reduced from five to four, and work is
under wey to develop needed accounting support. The activity
gchedules for each of the three Bureaus have been simplified to
provide an lmproved and consistent budget presentatilon for the
Depoartment.

Effective July 1, 1953, the three Buresus were delegated the
suthority to handle thelr own procurcment fupctions with certain
exceptions such as purchase of motor vehiclesn, open market pur-
chases in excess of $5,000, printing and binding, and items
covered by consolldated Department-wide contracts. This revision
in policy and procedure will eliminate several steps and muach
duplication of effort in the procurement functions and in certain
storeroom operations. In similar feshion, responsibilities for
the spproval of purchase orders snd the processing of involces
have been delegated to the Legal Divisions., These revisions in
poelicy and procedure will eliminate several steps and much duplica-
tion of effort im the procurement funetions and in certain store-
room operations.

Bureau of Prisons

As of July 1, 1953, the Department transferred to the Bureau
ell accounting functions pertalning 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 guthority to handle their procurement functions,
with certain exceptions, together with two employees. Thie decen-
tralization of accounting has eliminated much duplication including
memorandum accounts, hes given the Bureau control over 1ts own
funds and transactions, has permitted the estmblishment of & com-
plete system for the Centrsl Office of the Buresu, and also has
provided the means and the time for ceritaln reconciliatlons that
were not feasible under the former procedure.
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By utilizing gualifisd personnel from the institutions for
relutively short periods of time the Bureau has been able to expand
their internal audit functions from an examination of cash and cash
transactions to a comprehensive sudit and fiscal management program
covering each institution once s year,

Off'ices concerned with the medical section of the Bureau; pre-
viously located In two places (Bureau of Prisons snd Public Health
Service) have been physically consolidated in the Bureaun and
various accounting operations for the medical section, heretofore
verformed centrslly by the Public Health Service, are being decen-
tralized to the institutions and integrated with operations of a
like mature. 'The operations consist for the most part of contract
renewals, payments to consultants, transportation and certain
elements of procurenent, which heretofore were required to be for-
wvarded to the central office of the Bureau. These operations so
far as practiceble will now be processed by the institutiona,
which generally is the poiant of origin, wlth neceasary reports to
the Public Health Service.

It is contemplated that this revision in procedure wlll
eliminnte much overlapping and duplication of effort, will stream-
line mecounting information to a minimum number of records and
will sbaorb the technlcal phases of budget preparation in the
Budget Office with accounting information fur budget support belng
provided the same as is now the case for other institutional
gservices. Savings expected to be realized will ensble more effi-
cient ubtllizetion of peysonnel funds for technical medicael Functions.

Federal Bureau of Investipgaticn

Inprest funds are being set up in the 52 leld divisions of
the Yederal Buresu of Investigation and in the Central Office, to
farilitate the purchase of suppliea and equipment and to reduce
the nunber of wvouchers submitted for miscellaneous small expendi-
tures for gservices.

The Attorney General delegated authority to the Federal Buveau
of Investigation to handie the procurement of a1l supplies and
equipment where the amount in sny individual instance 4i1d not ex-
ceed $5,000.

The Federal Bureau of Investigation has lnstalled a new stock
control system wvhich will give close and accursate control over
inventories and purchases. In connection with this progrem, general
ledger accounts will be set up covering the value of all equipnent,
as soon as the sppraisal figures can be obtained.




- 68 -

Cash payment of salary to employees in the Central Q0ffice
was eliminated; payment now being made entirely by check. This
permitted the consclidation of payrolls in such a manner that the
nurber of individual rolls was reduced from 9 to 5. It is esti-
mated that approximately two full-year employees were saved by
this change. :

Inmigretion 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 vhich individual allotteea (District
Directors) now evsluate their requirements in detail enrly in the
calendar year and submit thelr request covering the ensulng two
fiscal years. This plan provides s sound basis for allotments
for the fiscal yesr next ensuing and for recommendations to the
Department for items to bhe considered under Department-wide
budgetary ceilings for the next budget year.

The new accounting system and procedures were further supple-
mented snd refined during 1953 in the following areas:

(1) development and installation of a new fee accounting
procedure In the Districts, resulting in Service-wide savings
of approximately $lO0,000, incluwding 20 positions, but exclu~
sive of such items as postage, stationery, issuing of receipts,
ete.;

(2) decentralized authority to the Districts to gront
living guarters 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 wltimste
extension to the Districts planned;
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(5) modification of the method of ordering savings bonds
purchased by the payroll deductions vlan, which permits
delivery of bonds due with the salary checks for that period;

(6} revision of the method of making payments from the
conf'idential fund which providzss for more prompt payments at
the District level. )

As a follow-up of the decentralization of accounting and
reporting, the Central Office Finance Branch has been reorganized
to more effectively meet the requirsments of the Service. While
the reorganization has not yet become fully effective, having only
recently been approved by the Depariment, definite progress is
being made.

Authority for the procurement requirements of the Service
except for motor vehlcles, open market purchases over $5,000, and
printing and binding, has been delegated by the Department to the
Immigration and Naturalization Service, as well as certain store-
rocm functions such as the storing and issuing of Service forms.
Moreover, the Hervice 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 Govermment Printing Office with Service
forms on a 6-month basis to reduce, so far as possible, cost of
transportation and processing of requisitions.

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 apd cross reference
index of all forms now in uges
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DEPARTMENT OF LABOR

Property Accounting. Property accounting principles and
procedures applicable on a depariment-wide besis were issued during
the latter part of the year. Thege procedures require all desig-
nated stock rooms to maintain detailéd stock records, which peri-
cdically must be reconciled with the general ledger accounts,
Stendards for the capitalization of items of equipment wexe
established and a list of specific items reguired to be capitelized
was developed and published. ‘he Department anticipates full
implementation of these policies by the end of the current fiscal
year, thus achieving adequate wuccounting 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
anaelyzis of expendibures for each orpganizational unit is obtained
by a dlstribution 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 effcrt 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.

Pudpel Presentation. Action has been taken to revise the
budget structure to provide for improved presentation of work per-
formed and to simplify the accounting procedures. The activities
for the Mexican Farm Lebor 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 necegsary accounting support.
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POST OFFICE DEPARTMENT

As en importent phase of an aggressive program for menegement
improvement launched by the Postmaster General early in the year,
substentiel progress has been made during 1953 in achleving improved
aecounting and financial administration in the Department as conw
templated by the Post Office Department Financiael Control Act of
1950. The accounting improvement program hes been directed by e
public accounting firm acting as advisor to the Pomtmaster General
with which the General Accounting Office hds cooperated and coordi-
nated its systems and audit steffs.

The modern concept of contrellershlp hes bteen recognized
through the establishment of the Bureau of the Controller tc which
has been assigned nll aspects of accounting, budgeting, cost analyels,
systems and procedures (including forms control) and internal audit.
Many of these functions have already been transferred to the new
Bureaun and the remainder will be transferred when studies currently
undervay to identify other organizational units performing these,
or similar type functions, are completed. It is presently planned
to elso adopt the controllershlp concept in the regionel manegement
offices when they are established and in those post offices which
are large enough to assume full responsibility Ffor their accounting
and financial menagement.

A new accounting system is being developed which will produce
the kind of financial information required by management to controed
operations, to safeguard assets and to disclose the results of
operations and the stewardship of publdic funds. In anticipation
of the broader gaupged accowrting aspects of this new system the
Post Office Department has embarked upon & program to recruit
qualified accountants to organize, administer and audit it.

Simultaneously with the development of the new accounting
system an active program is being conducted to improve those acccunt-
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: 7 ECE

A

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

2. The physical segregetion of cash and the maintensnce of
peparate sets of accounts to indicate accountability for.different
funde is being eliminated with the result that postmasters will no
longer be required to maintain four (k) or more sets of records,

PR T
R
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and individusl pools of cash or amsh items, bub will waintein thelr
geoountebility for all funde for which they are reasponsible through
cne sat of seeounts. In the 300 largsst post officszs alone, this
will meen the elimination of 235,000 daily financlal statemsnts

per year. It will also sliminate the svbmisslon by postmaaters

to the Department of 200,000 reports per yeeor.

4. The dooupentetlon regquired to zupport postmasters' asccounte
has been drastienlly redwced withoubt any loss in eshebllishing ace
comntability, Tt is estimated that the paper work will be raduced
at lemst T5%. By way of illustration, 66 pounds of documents
reguired to gupport ome account for a quarter in the Boston Post
Office hes heen reduced to geveral ounces of comprehengive material,

‘ %, The repeated hendling and ecowting of cagh from the time
1t is received wntil the time it 1s deposited with the Tressurer
of the United States is being elimineted through the repid. exten~

' siom of the direct deposit plen whereby vecelpts of post o f?iees,

" gtetions, and branches are being depopited direct to designated.
~depogiteries. Thie plen was hested in two states end the results
were 20 guccessiul that it is heing eytcndrd th?ough the whole
postal syat@m .

5. Intansive gtudies are being made @overing Lha payrmlling
of postel employeeg.  Inasmoch se the Department hag over helf a
wlliion employees on 1ts payroll, any savings which can be achleved
in this field will be importent, Major offlce equipment menu-
_‘facturers have been asked to submlt pIOpGS&lS and are achbively
'participatiug in this atudy.

6. The procedures for bandling international paﬁtal money.

. order trensechtlons ars being ommpliiled and mechenived.  The puneh

. gard money order system for handling domestic money orders,

Cinstalied iv 1951 and presently rumning very amoo%hly, 1e wnder
continuous study for rafinemaat aid the a@hjev@ment of further

eaonomles. . , '

_ T. The procedures covering the opbraiiom of’ the postel saving
“system sre being cloa@ly bcrutinized in the hopes of achlevihg sub-
‘gtantial economies,

_ B, Revenues derived from poshtage meters hove heen oub wnder
cmove effective accounting control through the uge of punch csrds
by vwhich each postage meter is controlled and its revenues

" ascertained,.

G, The control of revenue derived from the rental of post
office boxey hasg been simplified snd patrons are now permittsed o
pey such rents on sxn exmual hasis Lf they so desire,
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10. A standard cost sccounting system is being lnstalled in
the Mail Equipment Shop and cost accounting for motor vehiele
ghops 1s being revised to disclose meaningful operating costis
with Turther extenaion of cost accounting planned.

11, The budget presentation and eppropriation structure have
been revised to coincilde with organizatlonal responsibility.

12. MNumerous other chenges have been effected which have
eliminated duplleation of effort snd the prepoaration of unneces-
sary docunmente,has concentrated accountlng operstions ot the
polnts whore it 1s most valuable ond hae silmplified procodwres
in general. Substantial sevioss bove already bean realized and
better results ochieved.
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DEFPARTMENT OF STATE

Off'ice of Finance

The program to centralize budget and fiscal operations al a
single post in each forelgn country was completed In the lrst fiscal
yvear., As a result, decentralized operations are now conducted in
only two countries, where centralization is impractical because of
inadequate communlcation and transportatlon facilities.

The imprest fund techulque for accounting for transactlons
of constituent posts in countries where fiscal operations have been
centralized was cxtended throughout the Foreipgn Service. As a
result, the number of individual reports.ol receipts and dighurce-
ments required to be submitted to the Department of State, Office
of I'inance, and to the Treasury Department, Division of Disbursement,
wag reduced by 50 percent.

Recent studies by the Depariment of the current procedures
for Ioreign Service pogts prove that it ig both feasible and
gesirable to adopt basic changes which will simplify present
pecounting and reporting reguirements. A working committee hag
been aasigned to develop detailed and specific procedures and
lastruetions, giving consideraticn te what need be required of the
75 percent in number of smaller posts which handle only 25 percent
af the volume of transactions.

Concurrently, emphasis is being placed upon developing proce-
dures to simplify the pregent burdensome accounting and reporting
for foreign currency transactlons, which changes will be of greatest
benefit to the larger posts. Positive action in this ares is
expected before the end of the 1954 fiscal year.

Several changes have been made in the spproprietion and actlvity
gtructure of the Department in the interests of simplifying the
hudget and accounting overation and reducing the accounting and
reporting workload. In additlon, these changes provide for more
meaningful budget presentation of the operations financed.

A uniform method for distributing estimated costs of adminis-
trative services for the ensulng year has been developed and placed
in coperation., Thla will provide for more equitable charges for
" services rendered other agencies at foreign posts of the Department,
Under the revised procedures, it is expected that relubursements from
the agencies served will more clearly approximate the cost of furnish-
ing the regquired administrative services.
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International Boundary and Water Commiu51on, Unlted States and
Mexlco, United States Scetion

The congtructlon costs, to the United States Section, of the
Falcon multipurpose dam and related facilities recently dedicated
by the Presidents of Mexlce 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 ke put into
effect with respect to the operation of the dam and related
facillties.

During this year significent progress was made in establish-
ing property records under accounting control. Progress has also
been achieved in effecting economies as expressed in the following
guotation from an internal report on management to the Unlted States
Section Commlssioner:

"During the past flecal year the accounting section was
able to utillize to the fullest extent the new accounts
and procedures designed and installed in the latter part
of fiscal year 1952 to provlide cost, budget, and other
financial information essential to proper control and
administration of the actlivities of the Commission.

"Inereased efficiency and work output resulted in a reduce
tion in staffing requirements of four positions. Where it
formerly required eleven employees, in the Headguarters
office, to perform the work required, there are now seven
employees accomplishing the same results."
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TREASURY DEPARTMENT

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 processea, and to
determine the kind of financial data availeble from the records with
respect to administrative expense sppropriations. The results of
these surveys are being evaluated by the departmental budget and
accounting staffs, loocking to the adoption of such improvements 'in
Linancial reporting for adminigtrative expense appropristicns asm
will best serve the needs of departmental management, the Bureau of
~ the Budget and others concerned.

Internal Audit. Regulations with respect to the internal sudit
of fiscal activities in the Treasury Department were developed and
issued during the year. The regulations establish minimum require~
ments for the performance of lnternal sudit in each burecau and place
on the head of each bureasu the responsibility for developing,
egtablishing and mainteining 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 aeveral
bureaus, (2) determining that internal audit of fiscal activities
is installed throughout the Department, and (3) periodic appraisal
of the system of internal audit in actusl operation in each bureau.

Bureau of Engraving and Printing

Two years operating experience under the cost accounting system
installed in 1951 revealed certain arcas where amendments or refine-
"ments appeared desirable. Accordingly, in October; 1953, a Jjoint
committee representing the Bureau, the Treasury Department, and the
General Accounting Office wap assigned to review the cost accounting
system and related procedures for the purpose of instituting such
changes ag 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 195L.

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
sccounting manual and a description of the bagic accounting
principles incorporated into the system were formally submitted
and approved by the Comptroller General.

Buresu of the Public Debt

A joint working group composed of representetives from all
components of the Fiscal Service of the Treasury Department and the
General Accownting Office have been engeged in making an evaluation
of the present methods and procedures used in accounting for public
debt operations and consildering to what extent the system ms a whole
can be simplified or otherwise improved. To the extent that modifi-
catione or revisions in the present system are thought desirable,
the group will develop the accounting plan necessary for making a
conversion. In the interim, the factual date and recommendations
developed will be fully utilized in making such immediate lmprove-
menta ap are feasible, During the course of the present Jjoint
project consideration is being given by the Bureau of the Publie
Debt to the fullest possible simplification and improvement of
operationg ariging out of a comprehensive gystems and audit survey
of public debt operations made by the General Accounting Office.
Important procedursl changes have already been adopted with respect
to (1) the handling of retired U. S. Savinge Bonds, and (2) the
degtruction of unfit Unlited States currency, resuwliing in anmial
savings of $L.7 millions.

Internal Revenue Service

Revenue Accounting. The program initiated during the laast
fiscal year in wvhich the Bureau of Accounts, Treasury Department,
snd the General Accounting Office collaborated with the Internal
Revenue Service to develop and test improved accounting and _
processing operations of” the Service was continued through May of
1853. Oilgnificant improvements were made during this period which
- resulted in more economical and current processlng operations.
Many dmprovement projects which are now being actively pursued
gtemmed from this program,

Ag @ silgnificant part of a vigorous management improvemsot ‘ :
program undertalen by the top leadershly of the Service iu the §
spring of 1953, efforts of the combined procedures staffe turned :
to the development of a revenue accounting system. A primary con-
glderation has been the coordination of these efforts with the
developrent of a plan involving the consolidation of certain
accounting and processing operations wilth respect to Federal Income
and Federal Insurance Contribution Act taxes administered
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regpectively by Internsl Revenue Service and Socisl Security
Administration of the Department of Heelth, Education and Welfare.

At the pregent time deficiencies of the present method of
revenue accounting, from s procedurel stendpoint, have been identi.
fied and & general plan of the proposed new revenue accounting system
has been prepared for submission to the Commissioner., Upon approval
of the plan = complete accounting manuval will be vrepared after
which a pilot ingtallation will be made in a test offiece, Tt is
antieipated that the new aystem will be completely installed by the
end of the calendar year 1954k, An early declglon was reached to
decentralize the revenue accounting of the Serviece., Without
awalting complete development of the new accounting proecedures,
operations which were being duplicated in Washington have bean
elimineted with delegatlons of authority being mede to the field
to the axtent required. Thils actlion hag not only repgulted in
considerable savings but will alse fecilitate installation of the
new revenue accounting system,

Recent orgenization changes in the Collection Division have
provided for development of performence standards and the cost
ascertainment system in conjunction with the revenue accounting
and reports system., Present procedures ere being reexamined and
integrated to develop the potentialitieg for cperations improvement.

Internal Audit, During 1953 advances have been mede by the
Internal Revenue Service in the field of internal audit. A
reeveluation of internal sudit concepts hasg been made, with increased
emphesis being placed on the independent review and appraisal of
operations as an aid to management, in addition to the application
of selectivity with respect to audit scope and the evaluation end
appraisal of internal eontrol. Closer coordination now exists
between the internsl sudit and scecounting gystem snd procedures
gtaffg. A revised internnl audit manusl is bheing written sond sudit
progremg for specifie phasesg are being prepared. The programs,
elthough stendardized, are to be flexible and will be used only as
guidelinesa,

Adminiptrative Accounting. At the beginning of 1953 the
activity clasgifications used in the buvdget document were recladpi-
fied to more amccurately portray the functions performed by the
Internal Revenue Serviece, A streamlined monthly manusl report which
compares sotusl operatlions to programed cyerationg for the Naticonal
end Regionel OfTices hms been developed and is being made sveilable
to manegement before the tenth calendar dey of the succeeding month,

United States Coast Guard

Technigues of accounting and financilal administration were
further refined and simplified during the year. Among other changes,



- T9 =

directivee were issued vwhich integrated estimated expenditure sub-
missions 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 1034k voucher
with the vendor's invoice serving as the supporting document.

The Comptroller's Office developed textbook materiel 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.,



ATOMIC ENERGY COMMISSION

Under date of May 26, 1953 (B-75572), the Comptroller General
epproved 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 epproved in prineciple in 1948.
The effect of the changes is to eliminate the preparation of many
"reimbursement"” vouchers, substituting therefor a special voucher
for each contractor at the end of each fiscal year. The speclal
voucher will reflect AEC epproval of the contractor's accounting
for all costs incurred durlng the year, rather than all disburse-
ments made.

Significant progress was made by ARC 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 ¢osts were available at
lower levels for some months before that. The system as perfected
will yield periodic cost figures, including depreclation, 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
formal accounting system, as of July 1, 1953, the value of all
fissionable material on hand. This will round oul the system and
permit the reflectlion on the AEC books, for the first time, of all
assets in the Commission'’s custody. Heretofore, all production
costs have been gbsorbed 1n operating expenses when incurred.

While all such information will continue to be classified, the
change will be of considerable value to the Commission and the
Joint Committee on Atomic Energy; it will also eld in the function-
ing of the product cost system.

Early in the year the first three volumes of a Controller's
Manua]. wvere 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 expected to
ald materially in the administration of the accountlng system in
all its aspects.
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A major change was initlated during the year in the character
of" the internal audit being perlormed by AEC and contractor sitaffs.
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
be given to good internal control practices and to matters of organi-
. zation and procedure.

By cooperative work with its major contractors and the
Treasury, the Commission reduced the average cash balances main-
tained on deposit in commercisl banks by about $73,000,000. At
current interest rates, a saving to the Govermment of about
$1,700,000 a year will be realized.

A study near completion at the end of the year was directed
tovard achieving more uniform treatment of laboratory costs by the
contractors who operate them for the Commission. The Brookhaven,
Argonne and other laboratories have operated heretofore without
any very speelfic guides as to the treaiment of lndirect expenses
and fixed expenses and the reporting categories therefor. On com~
pletion of the study the accountlng manual will be revised to
include more precise definitions in such matters.



UNITED STATES CIVIL SERVICE COMMISSION

Decentralizatidn of Accounting

Effective July 1, 1953, the Commission decentralized its
administrative general ledger accounting for the sppropriation,
"Salaries and Expenses," to the regional office level. The agency
had previously decentralized its other accounting activities.

Based on full decentralization to polnts of local management, the
central office now relies upon reports from the field accounting
polnts. Representatives of the Accounting Systems Division, General
Accounting Office, collaborated with the Commission's accounting
personnel in the development of the necessary accounts, procedures,
and reports required tc implement the decentralization.

Briefly, the system designed provides that a complete set of
general ledger and budgetary accounts wlll be operated in and for
the central office and in and for each of the regional offices.
Each office will maintaln 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 transgfers
of (1) assets between offices, (2) allotments between central
office and regional offices, and (3) amounts disbursed and col-
lected by cne office for another. The system 1s designed to
provide accounting information and data essential to the prepara-
tion and support of a performance-type budget and such periodic
and special reports as may Ye required for managerlal purposes.

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

. Revolving Fund Accounting System

_ As a result of Turther experience gained in the operation of
the revolving fund established for use in financing security
Investigations, the Commission has found it necessary to effect
certaln revisions in the accounting system approved by the
Comptroller General on October 28, 1952. These revisions in most
instances clarify and simplify the criginal procedures. In a few
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ingtances accounts and procedures no longer reguired have been
eliminated. New instructions have been issued in several instances
as a result of changing conditions. Complete decentralization of
the administrative accounting for revolving fund operations to
repglonal offices is now under consideration by the Commission with
a prospeet of favorable action early in 195h.

Revision of* Internal Audit Program

During the year the Commission revised its Internal audit
program. After establishment of the revolving fund for financing
security investigations, the Commisslon recognized the need for
strengthening its internal auwdit program through o more comprehen-
sive coverage, with the findings of the audits incorporated into
a report desimgned to-provide full end complete information {o
management both in central offlce and regional offices. Heretofore,
the agency had been performing a limited internal audit of finan-
cinl transactions.

A procedure entitled "Instructions of the Budget and Finance
Divigion for the Conduct of Financial Audits and Reports Thereon"
has been developed for use as a guide in the audit of financial
transactions occurring in the various finance offices of the
Commigsion. 4Yhe program is based upon accepted internal audit
principles. The program contemplates that the office audited will
recelve a copy of the mudit report containing suggestions and
reconmmendations, and reguires such office to take appropriate
actlon to adopt the suggestions and recommendations or furnish
adeguate reasons for not doing so. The agency has established a
separate organizational unit in the Budget and Finance Division
to carry out its improved awdit program. It 1s planned to audit
the accounts o1 each finance olt'fice twice a year.

Civil Service Retirement

During the year ftwo important revisions in the procedures
relating to the payment of amnuities under the Civil Service
Retirement Act vere developed by the Retirement Division in collabe
oration with the Division of Disgbursement, Treasury Department,
both of which were placed in operation upon approval by the
General Accounting Office. It 1s expected that worthwhile savings
will be achieved both in the Commission and in the Treasury
Deportment through the establisiment of these revisged procedures.

On January 7, 1953, the General Accounting Office approved a
Plan providing for the use of a single award card and the issuance
of one check in those cases where more than cne survivor is entitled
to an annuity and the same person, usually a widow, 1s the payce for
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each such survivor., Previously the Retirement Division maintained
a separate award card for each survivor; for cxample, a card for
the widow and a card for each chlld in her care., A separate check
was issued for each anmuitant even though the payee of each check
wag the same person. Experience for elght months' operation
indicates that adoption of this plan has resulted 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 annuitants by approximately 8,300.

On November 5, 1953, the General Accounting Office approved
certaia basic changes in the documentation and procedures under
which civil service annuity payments are made together with
revised award card forms for use wlth such procedures. The
revised plan eliminates the monthly posting of check tnumbers to
the award cards end provides (a) that the claim number of each
anmiitant will be punched into the addresscograph plates prepared
and held by the Chief Disbursing Officer, Treasury Department
(b) that the Chlef Disbursing Officer will make an extra copy of
the check issue lists for the Commission on which will be shown
the claim number opposite the check number, amount, and other
data now shown on check issue lists, and (c) that the Retirement
Division will retain a copy of such check lssue lists as account-
ing support for vouchers and for use in obtaining check deserip-
tive data when regquired in lieu of reference to the award cards
for the check information as was the case under the prior procedure.
The revlised plan eliminates the so-called "book run" of the regular
monthly annuity roll checks previously furnished by the Chiéf
Disbursing Officer, but provides that when reguested he will
furnish the Retirement Division with a book run of the entire
annuity roll for internal audit purposes. 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 rcalized by
adoption of these revised procedures are available at this time.
However, the plan will eliminate over 2,500,000 addressograph
plate impressicons in the Treasury Disbursing Division during the
first year. '
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GENERAL SERVICES ADMINISTRATION

. BEmergency Procurement Service

The inventory card in uwde was redesipned to include additional
data such as ore content, grades, wet weight, ete., 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 redesipgned all-inclusive
inventory card, will reduce the number of active cards from approxi-
mately 80,000 to 5,500. '

Discussions with Munitions Roard representatives resulted in
elimination of three weekly reports, less fregquent submission of
other reports and such modification of the detail required as to
- permit substantiel curtailment in the necessary recordkeeping for
the stockpile program. '

Feders). Supply Service

In coordination with the General Accounting Office, Accounting
Systems Division, General Services Administration is taking eggreassive
action in the development of more effective controle of equipment
and supplies. Inherent in such controls are provisions for teking
periodie inventories. However, because the personnel burden in the
inventory process has been so heavy, 1t has been desirable to seek
gimpiified end more economical proceduree in taking inventories.

A method was adopted in San Francisco of counting twice only thoae
items which showed a materisl 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 procesa.
The instructions for taking periodic inventoriles are being revised
and should result in savings of approximately $50,000 annually for
all. of GBA.

After a succesaful pllot installation, good progrecs was mads
in the application of a punch-card system to the stores program
covering the posting of receiving reportse; controlling, editing,
and posting of agency requisitions; maintaining stoék.records; ete.
At the end of Fiscal Year 1953, the system was installed in five
regional offices, obtaining wvery satisfactory results.




Public Buildings Service

For many years buildings management services to other agencies
heve been finenced from an 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 menagement
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 meintained as well as
more accurate costs and has made possible the decentralization of
the maintenance of cost contrel at the level where such responsi-
bility can be best exercised. The administrative process of
egtimating and Justifying future financial reqQuirements 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 "Emergency Operating Expenses" with "Opera-
ting Expenses, Public Buildings Service,” The need for this split
in financing no longer exists since the expansion cf space reguire-
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 apgencies for rent, operation and
maintenance of buildings, for Jjob order work and for telephone and
teletype services has constituted a significant burden to GHA. The
detailed auditing of the billings by customer agencies delayed
reimbursement to GSA and caused deferment in paying vendors. - The
advance quarterly billings for rentel cperations 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 releted appropriations had expired for obligation
purposes. Procedures were cimplified and the invoice forms were
redesigned to show only information readily available from GSA
cost accounts in & manner to Tacilitate audit and payment by cus-
tomer agencies, The prineciples involved as well as provisions for
not making adjustments for insignificant differences or aiter the
related appropriation has expired for oblipation purpcses are in
accord vith Accounting Systems Memorandum No. 9, Second Revision,
Supplement 7, issued by the General Accounting Office.
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The hiphly successful autcmatic rental payment procedure,
whereby lesgors are pald the amcunt of rental due each month on
the basis of a verified roll without the submission of invoices
has been adapted and extended vwith ccomparable effectiveness to the
recurring monthly fixed-price service contracts. GSA has hundreds
of fixed-price service contracts covering the furnishing of
Jenitorial services, window washing, etc., requiring repetitive
payments at the end of each month. The elimination of processing
the vouchers covered by the services nas effected savings for the
Administrative and Disbursing Office. BPetter contractor relation-
ships will result since the contractors now receive regular payment
gach month without the submission of invoice.

Miscellaneous

Pursusnt to srrangements made with the Division of Disburse-~
ment, Treasury Department, the transfer posting method; which iz
the imprinting direct to a check of a carbonized impression from a
listing of checks prepared in the administrative agency, was extended
to the payment of miscellaneous obligations of the GSA. The voucher
and schedule of payments was revised to fit the transfer posting
machine and GAQ epproval of the revised form was secursed. The trers-
fer posting of checks cuts the cost in the Treasury Department between
one end two cents per check aond at the same time speeds up check
iesuvance. Further revislon of the voucher and schedule of payments
hes been made and thie procedure for its use lssued which will enable
GSA to schedule payments to the Disbursing 0ffice less frequently,.
ranlize savings in the cost of the Torms used, and still have the
checks issued in & shorter time. The extent of the mavings remlized
from this method over a period of time will be substantial as
approximately 70,000 checks a year are issued for GSA.

As o result of investigative activities of the Oflice of
Investigations, General Accounting Office, and the audit of feathers
and down contracts by the Internal Audit Division, General Seivices
Administration, deficiencies in contracting practices, contract
adninistration, and documentation flow were revealed and several
recommendations made for ihe purpose of improving the contracting
practices. In line with the recommendations made, improvements to
date are (1) the development of a new form of contract, snd (2) the
isguance of instructions to control deliveries. Although the
improvements were developed specifically for the application to the
procurement of feathers and down, they will be applied to all other
comnodities procured by Emergency Procurement Service.
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PANAMA CANAL COMPANY ~ CANAL ZONE GOVERNMENT 1/

Organization

The comptroller esteblished an accounting systems staff
responsible for developing financial policies and systems of ac-
counting and internal control, This actlon has provided a much
needed focal point for development of improvements in sccounting,
budgeting, and reporting.

Statement of Accounting Policiles

A statement of accounting policies was developed and issued
for guidance of &ll concerned in accounting matters. This policy
statement applies, where appropriate, Accounting Principles
Memorandum No. 1 issued by the General Accounting Office.

Rates

Under the reorganization of the Panama Canal's affairs, which
was made effective July 1, 1951, the entire project was put on a
business basis with the 1ntent of meking 1t 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 accounting data. The new accounting policiles
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 organizational unit relating to & single function or
purpose for which the organization has primary responsibillity.

Each activity is a general ledger account., Operating activity

l/ © As a general rule, accounting improvements of entities sub~-

- Jject to the Govermment Corporation Control Act are npt
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 Qovernment, an exception
is made in this case.
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accounts have been grouped into programs, sub-programs, and
aetivity groups; and may be summarized along either orpganizational
or functional lines. The chart of accounts is being constantly
reviewed and revised to meel operating requirements.

Reporting

Monthly reports of financial position, operations, changes in
plant, and changes in inventery 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.
flatimated savings will be in the neighborhood of $50,000 annually.
Farther decentralization is under conslderation.

Valuation 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 adjustments has been completed so that firm valua-
tions can be established this fiscal year which will be subject
only to relatively minor corrections when the detailed appraisal
is completed.

Posting Procedures

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



VETERANS ADMINISTRATION

Accounting Progress

. Active effort on the part of agency managenent to strengthen

or establish, where necessary, accounting improvements over various'
phases of the programs adminiestered has resulted in progress in
' this area during 1953. For the most part, improvements of this
type produce intangible savings such as lmproved service to veterans,
establishment of procedures which meet regulrements, 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 policylolders under the pro-
visions of Publiec Lew 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 Distrlct Office. This test was made on 10 percent of
the accounts and was subseguently determined to be not only satis-
factory from an accounting standpoint, but also gave all indications
of effecting substantlial budget savings. It was further felt that:
better service to the policyholders would result because of the
system's ability to preclude backlogs. For:ithe. foregoing reasonus
the procedure was approved for extension in the Philadelphia office
to ineclude all Dividend Credit and Deposit Accounts; and in the
remaining Digtrict 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 statements of account to the policy-
holders. A set of control accounts has been established from
which monthly statements will be prepared.

It has been estimated that the new machine accountling system
for dividend credit and deposit accounts in all of the district
offices offers a potential annuval savings of approximately
$L00,000. ' '

Insurance Allotment Accounting Control. During the year the
~1nsurance accounts of armed services members whose NSLi premiums
are pald 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 premium receivable control account has
been established over these punched cards, taking into account
those suspense cases which are pending.

The establishment and reconcilistion of these punched card
records brought to light z rather high percentage of discrepancies
betwezn the VA's and the Service Departments' records. Several
thousand of these items have been brought into agreement and it is
anticlpated that the bhalance of these discrepancics will be adjusted
within the next few montha. This procedure also provides Ffor
periodic reconciliation between the VA punched card premium ac~
counts and policy records, and further reguires control over
documents transmitted to the Service Departments with eppropriate
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-
premium-term-insurance. The Services have vigorously canvassed
these menmbers in an elffort to get them to take advantage of the
provisions of Public Law 23 by waiving premiums while on aective
duty.

Improvenent of Insurance Acccunting Record. The premium record
card form has been revised to provide gspace for posting premium
payments for a period of six years rather than four. Siace all
term policies are for S5-year terms, each such policy required the
preparation, handling, and filing of one continuation card Guring
the term. Il is expected that savings approximating 185,000 will
accrue from this revision by the reduction in number of continua-
tion cards reguired not only for term contracts, but also by
reducing those required for permanent plan policles by one-thiid.

Improvement of Insurance Vouchering Procedures. Revised
accounting procedures dealing with simplification of vouchering
operations and elimination or consolidation of various individual
refund and dicbursement vouchers have heen formulated.

Accounting for Accounts Recelvable. An accounting control
procedure has been established for recording overpaymernlts from
benefit appropriations and similar items in the official accounts
by reflecting them in the general ledger as recelvables. In
addition, procedures were also developed and installed which permit
the write-off of certain classes of uncolleciible regeivable
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accounts. These changes will bring the accounts receivable pro-
cedure loto line with accepted accounting practice and increase
the relisbility of the accounting records and financial ststements.

Approval of the Direct Loan Program Accounting System. During
the year the accounting system for the direct loan program was
revieved and a codified manual 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 offiecials to submit to the
Comptroller General in the near future comprehensive codified
manuals for other major segments of the ageney accounting system,
such as systems for the loan guaranty program, agency operating
costs, property accounting, and benefit payment programs.

Decentralization of the Loan Guaranty Progrem. Accounting
procedures for the loan guaranty program on a decentralized basis
and integration of accounts with those currently maintained by the
Flnance Divislon of VA Cield 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 Ofifice without corresponding increases in the
fleld.

Allotment Improvements. Budget instructions for the submiesion
of the quarterly field estimates have been revised so that field
management not only requests funds for the ensuing guarter, but
makes a substantial forecast of thelr projected needs for the entire
fiscal year. 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
Qffice indicating a delay in protessing some vouchers and excessive



subsidiary records and posting thercto, the mmber of steps required
to‘process basic documents was reduced from 43 to 17; a 2« to S-day
lag in processing documents was eliminated, and personnel reguire-
ments were reduced by one-fourth. This accomplishment resulted in
an indicated annual saoving of approximately $25,000.

Development and Installation of Cost Accounting Systeom.
Progress has beel made in developing the overall cost acscounting
structure and related operating procedures as a basis for:

(1) analyzing costs in relation to predetermined
standards and judging the effectiveness of management in
accomplishing objecltives;

(2) comparing costs of comparable functions in similar
actlvities; ‘

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

(h) long range program.plaﬁning.

This development was preceded and made possible by the sarlier
integration of the detailed inventory records with the general
ledger control accounts on the acerual bhasis mentioned in previous
progress reporls. Memorandum cost records previously maintained
for hospitals and domiciliaries have been superseded by an expanded
accounting system that covers all Veterans Administration actbivi-
ties, i.e., Central Office staff and departmental, regional offices,
district offices, hospitals, domiciliaries, supply depots, etc.

The cost system is an integrated part cof the general ledger account-
ing system and provisions have heen made for reccnciling operating
expense accounts with obligations. The account strueture is such

as to provide applied cost data relating to the wvarious [unctionsl
or organizational segments of Central Office staff aclivities as
well as the Departmentis of Veterans Benefits, Insurance, and
Medicine and Surgery. Subsidiary opersting ledgers have been
established to cover all elements of income and expense. The
accounts are maintained on an applied cost basis and in accordance
with the principles of accrusl accounting. The placing of vost
responsibility at the operating level, such as with the chief

nurse, dletition, pharmacist, ete., instead of at the management
level only has resulted in increased cost consclousness throughout
the agency. The above changes will increase the reliability of

the cosl accounting reports and pave the way for additional accountl-
ing Improvements useful to management such as the development of
cost standards for repetitive operations and cost comparisons
between aclivities within the Veterans Administratiou and with other
public and private endeavors.
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Integration of Agency Accounting and Related Disbursing. A
Joint committee made 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 progrems administered by the Veterans Adminilstration and the
activities of the Treasury Department, Division of. Dishursement
relating thereto. The committee will examine the methods and tech-
nigques used to execute these programs; and evaluate the program
generally wlth g vicw 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.

BEvaluation Report on Agency Accounting Operations. During the
year, & 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 atten-
tion with the specifie view to improving these deficient accounting
areas.

Accounting Management Improvements

During the year certain decisions were made with respect to
operatlions which enabled the sgency to adopt lmproved practlees
from the standpoint of recognlzed accounting principles and adminls.
trative efflclency. To attaln these ends it was necessary Lo seek
leglslatlon in certain instances. '

Revolving Supply Fund. During the past year, the Congress
established a revolving supply fund to pe avallable without fiscal
year limifations. Procedures developed in counection with the
establ ishment of the supply fund eliminated the old systam of dusl
allotments and accounts for supply depot purchases and station
wilthdrawsls and has deferred all charges against approprlations
for supplics, materials, and eguipment until such items are placed
in use at ‘the operating level. The use of & supply fund to carry
unused lnventories and unfilled crders 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 and resulted in the establishment of a speecile
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 repalr or overhaul cof field station
property; (3) determining appropriation costs to be charged for
inspection and other services rendered field stations by Service
and Reclamation Division personnel; and (4) determinlng the gain
or less of Service and Reclamation Division operations.
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Utilization of the revolving fund technique necessitated the
establishment of néew general ledger accounts and internal controle
1o insure the validity of appropriation charges and credits and
interoffice transfers. Certain of such general ledger accounts
reflect the value of inventcries by certain categories of expend-
seble supplies, the cost of sales of such inventories, and the
value of property purchased for immediate consumption without
being placed in warehouse stock. These accounts permit computation
of inventory turnover by category of supply, ratic of inventory
purchases to direct-issue purchases, and other related property
management studies by field stotion and on = consolidated basis.
There has also been established a series of financial statements
prepared in commercial financial statement form in order that all
levels of management will recelve timely information conceruing
the results and current status of the fund.

Improved Audit Techniques. The institutional audit program
was re-evaluated and poliecy lustructions issued which placed
greater stress on confining audit effort to those areas in which
maximum recovery for dollar audit expenditure could be achleved.
During the period July L, 1953, through September 30, 1953, excess
charges of $889,000 were developed at a cost of $278,000 for
personal services and travel.

Decentralization of Budget Matlters. The strengthening of
field station controls and the reduction of administrative work.-
load both in the field and in Central 0ffice were achieved through
the consolidation of program allotments for personal services and
employees travel. As programs have become stabllized and
fluctuations of persommel reguirements have become better known,! it
vas declded to decentralize to fleld station management the job of
determining requirements for cach activity within each major
Central Office allotment.

Development of Instructions to Collect Tndebtedness. TPro=
cedures have becn formulated providing for the collection of all
types of indebtedness from unpaid 1948 insurance dividend accounts
prior to decentralization of such accounts to the district offices
even though the insured has not made a request for his dividend.

As a result, a considerable sum, estimated to approximate $750,000,
which might otherwise never have becn collected, will be returnes
to the proper appropriations or miscellansous recelpts.

Improved Accounting Treatment of Ceriain Suspended Insurance
Awards. Procedure hag been formulated for transferring interest
and the commuted value of unpaid insurance installments from the




- Qf =

NSLI fund to miscellanesous receipts and to the NSLL appropriation
in capes where the beneflelary has dled and the death eward has
been suspended for 24 months and. fhe agency is unable to locate a
secondary beneficlary.

Final Bffort to Pay 1948 NSLI Special Dividend. During the
vear a finsl effort was made to locate the policyholders who had
" not yet heen pald the proceeds of the 1948 special NSLI dividend.
A form letter was mailed to the latest address of each such policy-
holder {about 750,000) asking him to apply for the dividend. Pay-
ments on the basis of the response to thils circwlarization were
made from Central Office under the mechanical system until the
volume of applications dwindled to the point where this sytem was
ne 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 were claimed bty the payees.
Ho further active effort will e made to locate these policyholders.

. Flimination of Asset Checks. In almost every instance wherg a
recipient of veteran beneflts died, an "uncashed" checlk 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 Offilce for settlement. In
practically 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 necessiteting two settlements on every
death. The provisions of Public Law 42 of the 83d Congress
eliminated asset checks with the result that there has bepn a
substantial simplification of procedures in this area of benefit
payments. It has been estimated that the lmproved procedures will
result in savings of approximately $50,000 per year,

Simplification of Operating Procedures

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

Improvement of Insurance Dividend Frocedures. Procedural
changes in connection with the payment of the regular annual dividends
were effected to simplify and cxpedite operations. The mere
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slgnificant changes consisted of: (l) the two forms used Lo notify
insureds of the establishment of dividend credits and withdrawals
from dividend credit accounts were combined ae one form; (2) the
preparation of subvouchers for certain non-cash withdrawvals of
dividend credits was eliminated, and the use of a transfer posting
type of voucher to schedule cash withdrawels was provided; (3) the
procedure for computation of interest on dividend credii acccunt
balances was simplified; and {4) the filing system under which
dividend credit and deposit records are maintalned was simplified.

Insurance Interest Calculations Simplified. A change was nade
in ‘the basls on which interest caleculations are made with respest o
dividend credit and deposit accounts. Under the simplified procedure,;.
interest 1s computed on the remaining balence annually rather thawun
en each transaction on a monthly baesis. Thus, Interest is computed
and added to the prinecipal on the policy anniversary at the same
time the new year's dividend is added to the policyholder's account.
This procedure has resulted in considerable administrative savings
as it eliminated approximately 600,000 calculations in 1653.

Inmproved Insurance Premium Billing. The test of direct pay
premium billing for policies on which premiums are paid monthly
{packet billing) reported in the 1552 Progress Report has been
evaluated and authorized for installation in all district offices.
The procedure provides Tor the malling of 12 premium netices in
one envelope to the policyholder once a year on the anniversary
of the policy. He 1s reguested tc send in one premium notice each
month with his remittance. The test has indicated that savings
will be realized primarily by the reduced cost of postage {esti-
mated that a saving of $750,000 on postage only will accrue in the
first full year of operation) and a reduction in the time vequired
t0 compare notices with policy records.

Neywy Methods of Numbering and Filing Natiocnal Service Life
Insurance Records. Necessary nrocedures have been developed to
provide that where a policyholder has insurance in force under two
or more accounts, all the premium records for his accounts will be
filed together under a designated file number in the same location.
In addition to cther advantages, this change will make unnecessary
any involved procedure to travsfer money credits from one account
to another in order to avoid lapse. Also, routing will be con-
siderably simplified in connection with "split remittancez" casmes,
Further, it willl lessen or expedite the werk involved in the
regquisitioning, searching and association of various types of
records such as premium record cards, insuwrance folders, DIB
folders, addressograph plates, and loan and lien record cards.
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Improving Insurance Qperations. Operating procedures were
revised making it unnecessary to recall USCLI policies in connec-
ticn with recording beneficlary 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
econonmy and efficiency as well as uniformity of operations with
NSBLI.

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 walver,-
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,
dilvidend 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 bhenefist
payments. In processing the new schedules the Treasury disbursing
offices will utilize mechanical equipment, thereby increasing out-
put by elimination of proofreading the manual check preparation.
The extension of this procedure will eliminate the manual typing of
approximately 6,000,000 ¢hecks in the Treasury Department.

Introduction of the transfer posting technigue ccupled with
the more extensive use of payment identification codes in preparing
the voucher-schedule further reduces the need for transmlttal of
payment ldentification documents for enclosure with payment checks
~1lssued to payees.

Revisions of Manuals and Other Administrative Issues.  In an
effort to improve administrative ilssues by eliminating various
types of instructional media, consclidating others, and simplifying
Instructions for operating persomnel, a number of manuals were
revised completely, among which were Mi-12, Finance Operations for
Auditing Miscellaneous Vouchers; Mi-17, Payment of Salaries; M9-3,
Part IV, Insurance Underwriting Procedures; M9-3, Part I, Insurance
Collections Procedures; and M9-3, Part 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 formats were
designed to eliminate unnecessary detail as well as repetitive material.
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Vork Heasuremeut Revisions., Extenzive revisions have heen
made to instructions Ffor work measurement reporting by the various
field stations which provide Central 0ffice with more meaningfiil
figures as to volumes of work processcd Wy type of transaction.
Such data are used for evaluating current operatiors and estimating
future budget requilrements.

Sipning of Authorization for Fee-Basis OQutpatient Services. A
hectograph (mechanical) process installcd in the majority of VA field
offices has simplified and expedited tie preparation of authorizations
for Tee-basis cutpatient services. Ameng other advantages, it has
reduced the number of signatures from seven to one and has resulted
in a total savings of approximately 1,000 man-hours per month.

Fleld Certification of Aceount Current, Necessary changes in
accounting procedures, reconciliations, and flow of documents to
and from the Treasury Department were effected in order to delegate
guthority to each field station to administratively approve accounts
current in lieu of previous practice which required subtmission to
the Central. 0ffice for such certification. This has resulted in
the elimination of some accounting files, reduced costly transporta-
tion handling and further advanced agency pclicy of decentralization
of administrative and accounting responsibilities.

Tmproved Procedures for Personal Funds of Patients and Funds
Due Incompetent Beneficlaries. Accounting and reporting procedures
have been revised to provide for monthly compllation and reporting
of pertinent accounting data. This revision resulted in a further
decentralization of accounting responsibility from the Central Gffice
and simplified the preparation of regulatory reporis.

Payments in Foreign Currency. Operating procedures wers
revised to provide for submiszion of voucher=-schedules payahle in
foreign currency directly to Treasury regional d4isbursing offices
gby field stations in lieu of submission to Central Office. ‘ihis
eliminates the necesgity for internal accounting transactions
required by the transfer of such vouchers to Central Office and
facilitates processing at reduced cost.

Changes 1n Documentation

During the year several routine operations were revised by the
agency which will result in administrative savings. These improve-
ments are the direct result of continuing staff studies of existing
and proposed procedures with a view to eliminating duplication of
effort, wherever found, consistent with accounting and legal require-
ments.
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Simplification of Renewal Requirements and Procedure. Under
recently enacted legislation renewals of certain NSLI term policies
became antomatic upon the timely receipt of the last premium on the
old contract. Procedures were simplified within the VA for the
rengval of other NSLI term policies in such a way that the Undex-
writing Division was not concerned and the entire process was
hendied in the Premium Accounts Division in those cases wvhere the
rengyal premliums were timely received. 'The reguirement of a
formal -application for renewal was eliminated. A further saving
was effected by eliminating the letter cof adviee to the lusured.

It is estimated that the simplified renewal procedure will produce
annual. savings in the neighborhood of $645,000.

Streamlined Procedures for Insurahce Adjustments, Arrangements
have been completed with the Department of Defense to withdraw
immediately, by set-off from the monthly insurance ailotment payment,
the amount reflected in retroactive discontinuance notices. Sub-
sequent claims against the Service Allotment Offices will be wade
by the VA 1n those cases only where VA overpsyments have been made
on the assumption that allotments were in effect at the time of over-
payment. This arrangement simplifies considerably the procedure
required under the old "Reinmbursement Reglster" agreement and will
result in appreciable administrative savings.

Disposition of Insurance Posting Media for Collection. A study
wvas made in connection with the practice of retaining posting media
for collections after the postlng and miérofilming operations were
completed with the result that it was decided to retain only =z
small percentage of the posting media for purposes of internal
audit. This decision releases over TO percent of the insurance
space formerly required to house these records.

Eliminstion of Processing of Insurance Policies. During the
year successful staffl work produced decisiohs which eliminated the
need for insurance policyholders and their beneficiaries to submit
insurance policies to the Veterans Administratlon in connection
with all types of surrenders. These decisions will melke unnecessary
the handling and filing of surrendered or matured policiles in both
the Veterans Administration and the Genersl Accounting Office. This
involves approximately 75,000 policles per year.

‘Elimination of Forms. A project of reviewing all insurance
formg was undertaken and as a result about 100 (of the 680 forms)
were declared obsolete. Another 50-0dd formg were eliminated by
consclidation, an example of which is the eight different under-
writing worksheet forms used to effect various transactions. 411
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worksheets were consolidated so that one revised form now handles
all eight types of transactions. This will result in administrative
savings.

Also, by agreement upon a simplified documentation procedure,
two unwieldy 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 peyments, eliminating the typing of thousands of
veteran benefit checks, '
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IRGISLATIVE, JUDICIAL AND
OTHER INDEPENDENT' AGENCIES

Administrative Office of U. 5, Cogrts

In +the presentation of the 1953 budget this Office recommended -
end was granted a consolldation in its appropriations structure from
18 to 11 appropriations. This consolidation provides for greater
flexibility in administration and considerably reduces the detailed
document posting and account keeping.

Beginning with the 1954 appropriations the plan for sllotting
funds was revised to provide for ellotments for perscnal services
snd general expenses in lieu of allotments by objects of expendi-
ture. In comnection therewith a distribution ledger was establisghed -
in which is accumulsted the detailed information on expenditures,
vwhich 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, hes
eliminated & large number of detailed postings, and permits better
utilization of the allotment ledger for its primary purpose, that
of controlling funds.

Certain fiscal operetions, such as the presperation of payrolls,
tax and retirement records and producing the Forms W-2 were absorbed
by the punched card machine installation, which is primarily for
statisticel work, by extending the capacity of the wmachines at a
small rental increase without any increase in the machine installe-
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 2 bookkeeping machine operation for personal services
obligations, several manual operations were eliminated and needed
detail personal service informstion has been provided. Other
changes in procedure provide for posting from source documents
received from the field in lieu of swummary reports as heretofore,
and the establisghment of a numerical index for general expenses
cross-referenced to the obligation file by Jjudicial districts.

A new collection procedure hes heen established in one judicial
district which it is believed will facilitate the work, and 2 new
payroll form for fees and allowances of Jurors before U. S. Com-
missions in the Territory of Alaska has heen put into effect. Both

of these changes have been approved by the Comptroller Generasl.
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Bureau of the Budget

At the request of the Director, Bureau of the Budget, &
survey vas made by the Accounting Systems Division, General Account-
ing Office, of the internal budget and accounting activities of the
Buresu. 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 that were advanced.

‘ Specific improvements in accounting and control accomplished

to date inelude: the placement of the accounting operation in the
organization on a bhasis to provide a better alignment of functions
and also to increase the opportunity for independent zction by the
unit; the distribution of certain object class expenses to the '
budget activity classifications was improved; improvement in the
croas 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 with purchase orders; establishment of & stores control account
in the general ledger to periodically reflect the value of suppliea
based upon physical inventories and eliminating the need for pricing
stores issued; the routing of invoices directly to the Finance Section
and establishing the use of independent receiving recqrds to improve
internal control; adopticn of a uniform policy for the cepitaliza-
tion of equipment and use of a record cerd designed to reflect all
pertinent information; the designation of a Board of Survey for
recelving shortages, losses, damage, etc., of equipment items and
to assess or relieve liability.

Progress is also being made toward simplifying the processes
&nd controls employed in handling travel documents and the develop-
ment of an accounting manual.

Civil Aeronautics Board

Under Reorganization rian No. 10 of 1953 responsibility for
sirline subsidy payments was transferred from the Post Office
Department to the Civil Aeronautics Board. The Civil Aeronautics
Board, in cooperation with the Post Office Department, hos developed
tentatlve accounting and auditling procedures required by the
separation of eir mail payments into subsidy and service payments
and has issued instructions to the air carriers on the subnlssion
of claims for subsidy payments. After & trial period thege proce-
dures will be reviewed and incorporated in a comprehensiVe eccounting
manual which is being prepared,
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Federal Civil Defense Administration

Operations Program. In cooperation with representatives of
the Accounting Systems Division, General Accounting Office, ac-
counting personnel of the Federal Civil Defense Administration has
developed and installed & systém designed for use in accounting
for the finencial transactions affecting its "Operations" program
ag distinguished from its "Matehing Fund" and "Stockpiling" pro-
grems. The system was epproved by the Comptroller General on
November 10, 1953. ‘ s ‘ )

The system was developed in accordance with accepted account-
ing principles and stendards 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 he 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 each phase 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 Procure-
ment (Revolving) Pund 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 acecounting data and information
required in the preparation of the annual budgets - "Performance-
type" for the Federsl Contributions Appropriaticns and "Business"
type for the Procurement Fund. Obligations and expenditures are
classified and reported in accordance with the activities shown in
the respectlive annual budgets. The accounts are maintained so as
to classify expenditures (contributions) by states. The system is
designed to produce data =snd informastion needed in the preparation
of reports useful to management,

Stockpiling Progrem. The agensy has developed and installed
8 system and procedures for use in accounting for transactions af-
fecting the "Stockpiling" program. Emergency supplies and equipment
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procured Tor stockpiling purposes are stored and held in strategle
cally located warehouses operated Tor the Federal Civll Defensze
Adminiatration by the General Services Administratlion. Dotail
property accounts are maintained at the warehouses on ths basls of
receiving reports, with the agency maintaining its inventory
accounts on a paid voucher basis. The system is now being revised
ge that the detall property accounts kept at the warehouses will
e fully integrated with, and controlled by, the financial records
of the agency.

Federal Communications Commission

A two year prolect for improving and gimplifying financial
aontrol over property in the Commission was completed during the
year. A physical inventory of property was completed ond recon-
ciled to the subsidiary property records and the general ledger,
Guide lines were eptabllished to fecilitate the proper claassifica-
tion of capitalized property.

Torelgn Operaticns Administration

The consolidation of the former Mutual Security Agency,
Technleal Ccoperation Administration, and Institute of Inter-
American AfTalrs intoc the Forelgn Operations Administration pursu-
ant to Reorganization Plan No. 7 dated June 1, 1953, hes necesggi-
teted 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 Systeus
Division, General Accounting QOffice are cooperating in an endesvor
to devise such an mecounting system before the beginning of the
next fiscal year.

General Accounting Office

Exeellent progress has been mede dwring the year in converting
accounts receivable controls and records and related procedures,
maintained in the Transportation Division relative to cerrier over-
payments, from a manual basls to procedures utilizing electrical
accounting equipment required to perform the huge volume of work on
2 manual basis. Thus far this year, five-sixths of the accounts
{involving epproximately $30,000,000 of carrier indebtedness) have
been transferred to tabulating cards with the remainder scheduled
for transfer not later than June 30, 1954, The revised system has
expedited considerably collecticns of overpayments and, also, has
been commended highly by meny of the carriers involved.
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government Printing Office

Pursuant to Public Law 178, 83rd Congress, the Government
Printing Office commenced operating under & revolving fund as of
July 1, 1953, utilizing the accrual basis of accounting and sub-
mitting annual budgets on & business-type basis.

While the new basis was in efi'ect only one month, it was pos-
gible to prepere 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 work on
an accrual basis (with certain exceptions) and had made prepara=
tiong in contemplation of the new system, earlier in the calendar
year, '

The 1955 budget has been prepared on the new basis. Likewige,
a8 revised internal budget 1s being planned; i.e., on an accrued
cost baeis and thus readily susceptible of messurement of results
agalnst prior plans through use of Information regularly produced
from the eccounts, ' - '

In the course of effecting such revisions in accounts and
procedures as to apply all elements of cost as they accrue and syh-
chronize the various accounts with appropriate controls--and provide
for internal and external budgeting and reporting on a consistent
bagis--a new general ledger wag established. This 1s designed, of
course, to control all subsidiary elements such as cost accounts,
property records, recelvables, payables, etc. The general ledger
iz 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 certsin stocks held
by the Superintendent of Documents for sale, and other relatively
mincr revisions. : ‘

The cost accounts, while currently being compiled in the geme
fashion as in prior years, are also being recast in order to Ffully
integrate them with the generel sccounta and fully syncaronize the
related procedures.

Ap work on cost sccounts and related asgpecte of the system
progreseeg, plens are underway for devieing a system of reporting
to fulfill the needs and desires 6f menagement., This will afford
the comparison of costs and revenues by ectivities and according
to productive operations within the seversl setivities.

Likewise, in the course of systems developmental work, data
is being developed whieh will bhe incorporated in a manual of
accounte and procedures.
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Housing and Home Finance Agency

In the interests of simplification of financing and clarifica-
tion of the budget presentation,; arrangements have been made to
congolidate the financing of five separate liquidating programs, into
& single revolving fund. This new pregentation will provide for
more adequate disclosure and enable simplification of the related
hudget, accounting, and reporting procedures.

The reorganization of the Accounts and Reporte Section and
ingtallation 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 programe
except administrative expense funds. Internal procedure on the
Slum Clearance program has been revised so that inspection fees,
interest, and principal amounts due are deducted when loans are
made to a local public agency. This set-off procedure reduces the
volume of transactions.

Regional off'ice reporting has been simplified by the adoption
of a congolidated monthly financial report which replaces 8 indivi-
dual reports. The eliminatlon of two deposit funds has improved
the accounting and reporting on two prograums. 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 interndl sudit 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 HHFA, and the Accounting Systems
Divigion, GAO,

Library'of Congress

Accountinhg officials of the Library, with the participation
of General Accounting Office representatives, are surveying account-
ing requirements with & 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.
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Simplification of the appropriation structure was achieved
this year by the consolidation of elght appropriations with the
remaining eppropriations, thereby providing a basis for improved
accounting resulting in time saved in budget preparation, and more
effective budget presentation and control.

With General Services Administration's collaboration, detail
records of non~expendable property were established by tabulating
pProcesses. ‘ '

Tabulating equipment which originally served only the Card
Division is now more efficlently utilized by inecluding maintenance
‘of detall non-expendable property records, preparation of monthly
statements of account for library cards sold by the Card Diviesion
{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 chlefs of the Library

Miscellaneous improvements include: simplification of dis-
bursing symbols used by the Library disbursing officer, wesuliting
in reduetions of vouchers, savings of checks, check preparations,
accounts current preparation, ete., with an overall saving of
approximately one man year; 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 COffice, and a report was rendered to the Director
of NACA at the end of fsupgust contalning observations, comments,
and recommendations for improvement. Specific recommendations
now being implemented include thq following:

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

(2) improvemant of internal contiol over stores;



(3)‘ integration of equipment controls with the accounts,
with emphasis on establishing through the accounts full dis-
elosure of the value of equipment in statements and reporis;

(h) revision of fixed property accounting preccedures to
the extent necessary to lnsure the development of the cost
value of this category of assets, inecluding costs charged
against operating as well as construction funds, and with
provision for segregating these charges as necessary to recon-
elle Tixed property costs with funds sppropriated therefor;

(5) 4improving books of original entry and general ledger
controls on & manual maintenance basis and developlng uniform
procedures for mainteining subsidiary ledpers and for reporting;

(6} review of present accounting reports being produced
with a view to improving their quality, significance, and
usefulness to management whlle possibly reducing their volume
and frequency;

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

(8) development of an accounting mamual for the purpose
of insuring uniform application of the accounting system and
to provide the basigs for internal and external oudit of the
system.

The completion of the foregoing program is scheduled so that instsal-
lation of the changes will be effective beginning July 1, 195k,

National Labor Relations Board

The realignment of certain functions, deceniralization of -
obligating authority for appropriated funds, accumulation of costs
on an activity basis, and the revision of the accouniing system to
reflect the foregoing, together with an intensive drive by the
Washington management to reduce administrative costs, nave resulted
in a number of improvements during 1953.

The function of position control was absorbed by the figeal
and personnel activities with an annual saving of two man years,
or $5,500. The payroll was rearranged on an organizational 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
~ levels which resulted in more careful gserutiny of proposed obliga-
© tlons end more accurate and timely reporting of obligations incurred.

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

A test procedure has been ingtalled in two regional offices
vwhich has as its objective the accumulation of operating statistics
on B 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 Scilence Foundation

The National Science Foundation has developed a reviged
activity schedule that clearly presents the services performed by
the agency and is consistent with the organizational structure and
the agsignment of responsibilities to agency officlals for the con- -
duct of operations and performance of agency functions. The
account structure has been revised to provide (1) direct accounting
gupport for the activities except for minor distribution of manage-
 ment and administrative costs, (2) assurance that operations are
carried out within aveileble funds, and (3) for the preparation of
useful financial reports to meet current management needs., At
the request of the agency, the Accounting Systems Division, General
Accounting Office, is asaisting in the design and 1nstallation of
the reviged accounting system.

Rallroad Retirement Board

Integration of the Aceounting and Disbursing Functions. As &
result of a study of the economies to be achieved by the integration
of the benefit check writing functions with the, related accounting
functions of the Board, the Division of Disbursement, Treasury
Department, delegated the check preparatlon and relabed 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 k,
1953, ' :

Imprdved Wage Reporfing Techniques Result din Savings. Through
efforts of the Board, the reporting methods of four additional rail-
road employers have been revisged so that they now submit a punch
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card record of the earnings and service of their employees. This
action hag increasced the total mmber of punch cards prepared by
employers and submitled to the Board to approximately 4,500,000
for 1957 this has proven advantageous to both employers and the
Board and reduces the card punching workload of the Board. The
conblined action of previous years and this year produces an annual
saving to the Board in wage-record accounting of about $150,000.

rmual Wape Heporting by Bmployers Effects Savings. Three
odditional railrcad employers were suthorized to change from
grarterly to annual wage reporting in 1993, making an aggregate
of 1,080,000 employees whose wages are being reported on an annual
basis. The Board has determined that its policy of accepting
annual wage reports from employers has decreased by about 3%
millions the number of detail carnings items reported and processed
angually, which has resulfed in a total annusl savings in excess
of %65,000.

Single Payee Checks. The Board has recently reguested and
obtained authority from the Comptroller General to certify Tor
payment consolidated amounts for wilidows and children in lieu of
separate amounts, i.e., one for the widow and & scparate check
Tor each child. The volume of these types of paymeunls will éven-
tually be reduced by more than 50 percent (after existing records
have been converted) and will result in a minimum saving in check
writing and postage costs alone of $25,000 per year.

Selectlive Service System

In carrying out its responsibilities under the Budget and
Accounting Procedures Act of 1650 and the Jolat Prograwm for Ilwnprov-
lng Accounting in the Federal Government, an improved and sinplified
accounting system was developed by the Selectvive Service System.

The system was pllot tested in threce representative accounting
Jocations, introduced to field personnel by means of three confer-
ences al strateglc points throughout the United States, and placed
into operation in the entire agency effective July 1, 1953.

The system fealtures a departure from traditional budpetary
cowtrol methods in that allotment ledgers are dispensed with
eutirely, conbrol being accomplished directly through the general
ledper. This approsch has created & great deal of interest In
several Govermment agencles having comparable accounting problems.

The basic framework and accounting principles and shandards on
which the accounting system was predicated were: (a) the complete
decentralizatlion of accounting and recordiecping Lo the Stale
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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; (e} the direct support for
and complete integration with budget classifications and processes;
(@) the improvement and simplification of fund controls; (e) the
further improvement of accounting control over property; (f) the
elimination of repetitive recordation at all levels of organiza-
tion; and (g) improved internal audit program along commercial
lines geared to the new system.

The application of the concepts and principles in thils sytem
resulted In the elimination of k4,650 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 need for bookkeeping machines in
" the fleld offices, 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 same 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 expeclted as experience is gained in the operation of the new
procedures. ‘

The operation of the system has been manuallzed and will bhe
gent to the General Accounting Office for spproval.

Small Business Administration

The Small Business Administration was established by Title 11
of Public Law 163, 83rd Congress, dated July 30, 1653. A
Controllerts Office was created to perform and coordinate the
accounting, budgeting, and internsl auditlng functions. Since the
Adninistration's program policies have undergone considerable
revisiong and since the Reconstruction Finance Corporation's
authority to make small business loans did not expiré until
Septerber 28, 1953, Small Business Administration's organization
and staffing have not yet been completed and a complete accounting
system has not yet been instaelled.

Considerable study has heen given to accounting methods and
controls of the RFC and other Govermment lending agencies in order
that those features most applicable may be incorporated into the



. 113 -

accounting system for Small Business Administration, which will be
on the accrual basls, will furnish support for budgetary estimates,
and will provide business-type financial statements. Such other
reports will be utilized as will most effectively afford manage-
ment control over the fiscal activities.

Records have been prepared showing the quantities and values
of the Administration's unexpendable equipment, and these will he
placed under accounting control as a part of the overall systcm.
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ILLUSTRATIVE 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 Hlustrative approach has
necessarily been used as a basis for presenting the annual report. This
brief summary can only include a few illustrations. The items selected
are designed (1) to indicate the more important general developments,

(2) to identify major areas involving agency improvements, and (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 dc not-always lend themselves to
specific measurement.

A, General Developments. In addition to their day-to-day coop-
erative efforts to assist operating agencies under the joint program the
three central agencies {Treasury, Budgei Bureau and General Accounting
Office) furnished leadership in the Government-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 Expenditures 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 Federal depositaries.
This important change has resulted in the elimination of
duplicate handling of cash by collecting agencies and Treasury
disbursing officers and a substantial reduction in the paper -
work invelved,
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Disbursing officers were velieved of the requirement
of maintaining and reporting balances of appropriations and -
funds, thus simplifying the accounting and related procedures,
This is another step toward a fully integrated agency-Treasury
accounting system.,

2, 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 upoun supporting
cost data already used in more detailed budget justification material,

3. Check payment and reconciliation processes, The pro-
posed conversion of 32 million 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 expectad
to be virtually completed in 1955, Cooperative efforts by the
Government and manufacturers of electronic equipment during the
year have enhanced the possibility of adopting a combined check
payment and reconciliation system to handle the Goveriment'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 IL of the report to
indicate the trend of progress in accounting developments and improve-
ments being accormplished 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 total
progress that has been made in the agencies this vear.

Complete systems installed in Department of Agriculinure -
Office of Solicitor, Federal Extension Service, Farmers Cooperative
Services and Rural Electrification Administration - also, systems
work vnderway in Marketing Service, Agricultural Research Service,
Commodity Stabilization Service, Forest Service, Soil Conservation
Service, Foreign Agricultural Service, Office of Information and
Office of Secretary,
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Integration of cost accounting with general accounts in Govern-
ment Printing Cffice coordinates budget and other reporting
requirements with full control over all assets., Improved account
classification and financial confrol of costs and property in
National Advisory Committee for Aeronautics. A new accounting
system which features integrated financial planning, accounting
and reporting based on a pattern of organizational activities in
National Science Foundation resulted in a 75 percent reduction in
number of accounts préviou‘al_y' maintained, A complete accounting
eystermn based on accrual concepts and designed to furnish direct
support for budget in Sm'all Business Administration.

Major account1ng a.nd f1nanc1a.l Inana.gement 1mprovements
installed by Post Qffice Department with further refinements plan-
ned. A completély new revenue accounting system installed in 64
district offices of T'reasuryinternal Revenue Ser‘vi‘ce featuring
improved control ever: dehnquent accounts - also, a new mechan-
ized accounting system for its a.dmlmstratlve activities, ‘Timely
and accurate mformatlon to management in district offices of
Treasury Bureau. of Narcotics under new allotn'lent accounting
procedure, Improved cost allocations and cost reports to manage-
ment in Veterans Admm1strat10n - also, new Loan Guaranty Prow
grarm account1ng system. o e

In Department of Defensé the Army adopted improved budget
procedures, substantially reduced the number of allotment ac-
counts, installed an integrated accounting-disbursing-payroll
system at all Continenfa.l Army Commands é,nd S0IMe overseas
commands, extended Financial Property Accounting to total of
180 locations, increased industrial fund installations to 17, and
significantly increased efficiency and effectiveness of its audit
activities, The Navy improved its appropriation structure,
adopted improved tc,chnlques to more effectwely u,Llhze account-
ing data in supply management, . increased industrial fund installa-
tlons by 9 for a total of 36, instituted many refinements in
established accounting systems and extended comprehensive audit
coverage under internal audit program. The Air Force further
developed and tested 1t5 financial management plan, 1mproved its
budget administration and réduced the number of allotments,
installed a double-entry accrual accounting system at all bases,
extended monetary inventory accounting, and developed an im-
proved internal audit program to be effective January, 1955,

In Department of Inferior - revised account structure with
improved controls and management data in Alaska Railroad -
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developments underway in National Park Service and Fish and
Wildlife Service. A new system installed for maintaining and
reporting on cash accountability in Foreign Service of State
Department. Development of an integrated accounting system

in Foreign Operations Administration to replace systems of three
predecessor agencies, includes decentralization of accounting for
technical assistance funds and improved accounting relationship
with other Government agencies undgr uniform pattern, ‘

System developed and installed for new Federal Employee
Group Life Insurance program in Civil Service Commigsion - also,
decentralization of accounting to regional offices with appropriate
integration with central office, . Improved payroll system suited to
its field pattern in Administrative Office.of U, 8. Courts., Mechan-
ized payroll system for January, 1955, installation in Federal
Bureau of Investigation, Department of Justice, ‘

S

C. Examples of Savings. The evolutionary nature of accounting
systems improvements produces long-range qualitative results which can-
not always be expressed in direct and‘spe(‘:ific savings. However, examples
of substantial savings due to 'simpllifiCaﬁioxis and improvements currently
effective are recognizable in many of the agency accomplishments included
in this year's report. Many of these are pf recurring significance, Some
of these examples are listed: |

1. Consolidation of the five finance offices of Agriculture's
Farmers Home 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 savea $1,000, 000 at locations
gperating under improved management controls provided by
industrial funds and related accounting and cost control systemes -~
also, inventories reduced by $2,600, 000 at two locations through
disclosure of excessive levels. An improved report under Ariny's
new financial property accountipg system eliminates seven separate
uncoordinated inventory reporis which had cost $1,5 million per
Army estimate. Corps of Engineers (Civil Functions)} through im-
proved programming and accounting reduced the volume of reports
forwarded to the Office of the Chief of'Engineérs by 70 percent-~
also, reduced the staff associated with civilian payroll accounting
by approximately 50 per¥cent at an estimated savmgs of $500, 000
a year, :

3. Improvements in Department of the Navy's supply manage-
ment control disclosed $1.9 billipn in excéss and dhsolete stocks of
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which $1. 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 1954,

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 world-wide command sales increased 58 percent Wlth
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 employees eliminates thousands
of travel orders and related vouchers with estimated aa.vings 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, Department of Commerce, permiited
reduction of 33 accounting employees.

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

8, Government Printing Office reduced its billing rates to
other agencies by about 5 percent 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 Qld 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. o

10,- Bureau of Old Age and Survivors Insurance, Department
of Health, Education aﬁd Welfare will save $150, 000 annually by
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adoption of revised pfﬂéed‘uxfegg based on additional experience
and knowledge, to reduce workload in investigating self-employ-
ment tax returns; use of a Combined Award Form extended to
185,000 awards annually saves about $17,000; and, replacement
of 29 conventional electric accounting machines with 18 high speed
machines along with important procedural changes will effect
savings of $260,000 per year in accounting operations.

11. Revised payroll procedures in Federal Bureau of Investi-
gation, . Department of Justice, should result in annual savings of
approximately $36, 000,

12, The Railroad Retirement Beard estimates savings of
$90, 000 per annum due to the integration of accounting and disburs-
ing functions involving over a half million checks per month for
retirement and survivor benefit payments~-~also, issuance of a
single check to families rather than separate checks to the widow
and each surviving child has reduced the number of itemg paid and
certified by 300, 000 per year with an estimated yearly saving of
$25, 000,

13, Treasury Department, Iniernal Revenue Service substituted
regional cffice reports prepared from basic field records for
detailed budget and personnel data previously developed in National
Office with reduction of nearly a quarter million documents forwarded
to Washington and savings in machine rentale and supplies estimated
at $107,000 per annum,

14. Relocation of supply facilliiea by the United States Coast
Guard under itg broad program for iroprovement in financial manage-
ment results in savings in pevsonnel costs of approximately $40, 000
per year and about $60, 000 a vear in annual rental to (General Ser-
vices Administration. |

15. Seventeen million card index filés of Veterans Adminisira-
tion beneficiaries maintained in Veterans Benefits Office by 23 full
time employees was discontinued resuliing in substantial savings in
personnel and equiprnent.

16, Thirty-two outmoded and superseded reports of various
agencies previcusly required by law to be submitted to Congress
were eliminated with estimated annual savings of approximately

$130,000,
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17. A new punch card form of transportation request for uze
on and after July 1, 1955, representing an annual savings in print-
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 bettex
management in many areas, Measureable savings include elimina-
tion of 520,000 daily financial statements and 435,000 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 resulting from adoption of punch card postal saving
certificate and related simplifications and mechanization of ac -
counting; installation of a standard cost eystem for Mail Equipment
Shop along with improved management 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 of 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 32 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.



