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E; TO THE HEADS OF DEPARTMENTS AND ESTABLISHMENTS:

") SUBJECT: Fourth Annual Progress Report Under the Joint Program to
S Improve Accounting in the Federal Government.

Marked progress by many individual agencies and aggregate accom-
plishments wide in scope and far-reaching in importance characterize
the attached report which has been prepared with the cooperation and
assistance of your representatives.

The Secretary of the Treasury, Director of the Buresu of the Budget
and I take great satisfaction in the enthusiastic manner in which the
many agencies have accepted their responsibilities and taken advantage
of their opportunities to improve accounting and internal control. The
cumilative effect of this evolutionary approach to luproved financlal
administration fully Jjustifies the falth of the Congress in providing
in the Budget and Accounting Procedures Act of 1950 for the continustion
of that approach. That Act clearly placed upon the head of each execu-
tive agency the responsibility for establishing and maintaining adequate
systems of accounting and lnternal control.

Encouraging as the progress to date has been, and particularly the
ever-increasing momentum of agency efforts, we are certain you will
agree that much remaing to be done. In view of the vast and complex
problems which face the Federal Government, we need to devote speclal
attention to those areas where progress of the sort illustrated in this
report has not been made, and to place continued emphasis on keeping
abreast of new developments. Your continued cooperation in giving this
programn the active support of top management so vital to its success 1s
appreciated as well as the conscientious efforts of the many people
more directly engaged in carryling out the day-to-day work which leads
to achievements of the character described in the attached report.

The Secretary of the Treasury and the Director of the Buréau of
the Budget join me in soliciting any suggestions you may have to
increase the effectiveness of our qggperative program.

(:::;7<;A1\r\ CJ“’”B (i \MA:> ff')«J"‘\j“*\dz,WM

Comptroller Gbnural
of the Unlted States

Attachment
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POURTH AITUAT PROGRESS REPOKT
JOINT PROGRAM TO ITMPROVE ACCOUNWTING TN
THE VEDERAL GOVERNLENT

INTRODUCTION

With the cooperation of other agencies of the Government, the
General Accounting Office, Treasury Department and Bureau of the
Budget have prepared this report to sumerize progress under the Joint
Accounting Improvement Program during the year ending Novenber 30, 1852.

Origin and Nature 6f Program

The Joint Accounting Improvement Program wag originally conceived
and has since been conducted as a medium through which to bring about
evolutionary improvements in the accounting and financial reporting of
sgencleg of the Federal Government by the cooperative efforts of all
concerned., The underlying philosophy of this Program, which was
initiated in 1948, was later incorporated in the Budget and Accounting
Procedures Act of 1950. This law declared its objectives to be the
modernization and simplification of the accounting of the Government.

Tt included specific provisions setting forth (a) the basic concept of
agency responglbility for adequate systems of accounting and internal
control; (b) the responsibility of the Comptroller General of the United
States to prescribe accounting systems in terms of principles, standards
end related requirements; (c) the responsibility of the Treasury
Department for central accounting and financilal reporting of the
Government; and (d) authority sufficiently flexible to permit keeping
the figcal wachinery of the Government on a modern basis when further
changes are required. It also provided for the Jjoint leadership of

the Program by the Comptroller General, the Secretary of the Treasury
and the Director of the Bureau of the Budget.

1952 a Year of Continuing Progress

Progress during the current year was characterized by continuwing
goins under each of the many facets of the Program being conducted in
the numerous individual agencies which are cooperating to bring about
these fuwprovements, TFar-reaching developments, based in part on
previous changes designed to modernize Government-wide fiscal policies
and procedures, took place during the year. In general, it was a year
nmarked by the completion of many uwndertakings begun in previous years,
althourlh many new projects were started which will be completed in sub-
seguent years.  In a going concern of the magnitude and complexity of
the doderal Government today the improvements contemplated by the Budget
and Aceound b Procedures Act of 1950 must necessarily be accomplished
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with due regard to the uninterrupted conduct of current business.
Experience has shown that this can be done egffectively on an evolu-
tionary basis once general guides setting forth the ultimate objectives
to be achieved have been established.

Acconplishments on Government-widelProJects

Part I attached deals with efforts of an overall nature. Many
of these projects are long range in character and frequently lay the
groundvork for subsequent specific simplifications and improvements by
the operating agencies. Others represent jolnt efforts of the central
fiscal agencies to provide leadership and guidance in improving the
quaelity of the accounting service rendered to management, the President,
the Congress and the public. In the current year activities covered
gsuch varied undertakings as (a) issuance of a statement of accounting
principles and standards for guidance of executive agenciles; (b) study
of payroll procedures; (c) improvements in property accounting and
simplification of the accounting aspects of procurement; (d) study of
central financial reporting; (e) integration of programming, budgeting,
accounting and reporting; and (f) efforts to accomplish maximum utiliza-
tion of punch card checks with resulting savings.

Agency Accomplishments

Part II attached summarizes the progress made by 1ndividual
agencles which is the backbone of the Program. These accomplishments
cover an extremely wide range of activities carried on under the
cooperative working arrangements which characterize the Joint Program.
The scope of the total undertaking is so vast and the accomplishmeuts
s0 numerous that even a brief indicatlon of the progress 1n each agency
results in a presentation of considerable length. Accordingly, Part II
i1s intended to be illustrative in character and it by no means deals
comprehensively with all of the improvements which have been made by
the individual agencies during the year. It does, however, glve some
measure of the contimuing cumulative benefits belng derived from the
Program, both as to specific eccounting ilwmprovements and the related
aspects of a broader nature which contribute to improved overall finan-
cial management. In the current year, as heretofore, the accomplishments
range from completely new systems of accounting which approach ultimate
obJectives in service to management and disclosure of financial opera-
tions of the agency to specific improvements and simplifications less
far-reaching in themselves, but extremely important in the apggregate.
It should also be understood that improvements of the character
reported thils year by one agency may have been completed in a previous
period by another. It is the evolutionary aspect of the total effort
vhich demonstrates the inherent soundness of the Program and its
continuing promise.
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PROGRESS UIDER THE JOINT PROGRAH
T0 IMPROVE ACCOULTIIG IW LHE FEDERAL GOVERILGNT

PART 1

This portion of the report deals with those efforts which are
overall in nature, and includes the leadership and guidance activities
of the central fiscal agencies as well as Government-wide simplifica-
tions and improvements in operations. The latter frequently lay the
groundwork for additional economies in the operating agencies. The
folloving examples are indicative of the progress being made but are
not intended to be all inclusive.

1. Accounting Principles and Standards. A brief statement
titled "The Contribution of Accounting to Better Management" was
released by the Comptroller General on August 15, 1952. This statement
was intended to convey to top executives the underlying philosophy of
the joint program with respect to the role of accounting and its use-
fulness to management. As a second step and based upon experience
galned under the joint program, the Comptroller General recently issued
a statement of accounting principles and standards for gulidance of the
executive agencies. 'This basic release inaugurated a new serles of
memoranda in the accounting policy field which will be aupmented from
time to time with more comprehensive treatment of particular problems or
areas of activity. In keeping with the pollicy of the Comptroller
General to encourage maximum initiative by executive agencies in the
development of their accounting systems, the statement is intended to
(1) provide a framework sufficiently flexible that accounting can be
fitted to the necds of each group to be served; (2) stimulate the
highest standards of accounting and financial reporting; and (3)
encourage the continued orderly improvement of all phases of financial
managenent in the Federal Government. Thils statement relates to the
responsibilities placed upon the Comptroller General in the Budget and
Accounting Procedures Act of 1950 to prescribe accounting systems in
terms of principles and standards. The Secretary of the Treasury and
the Director of the Bureau of the Budget participated in the development
of these statements in keeping with the cooperative working relationship
envisioned by the Act.

2. Integration of Programming, Budgeting, Accounting and Reporting..
This work was initiated in the previous year as a follow-up on the
results of the surveys of agency practices in providing accounting
support for the budget requested by the House Appropriations Committee.
In making the 114 original surveys, emphasis was placed on determining
the extent of accounting support for budget requests. In continuing
these efforts, the objectlive has been broadened to include the
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dévelopment of simplified and integrated budget patterns and account
structures that provide a common basis for program planning, budget
preparation, accounting and operational control--including more
“meaningful reporting--as well as adequate support for formal budget
presentations.

Full responsibility for the initiation and conduct of these improve-
ment efforts now rests with the agencies. The staff of the Bureau of
the Budget and the General Accounting Office are participating in a
coordinating and follow-up capacity. Action is now underway in 37
major departments and independent agencies, embracing all organization
units in which accounting support surveys were made. Of this total,

10 of the smaller agencies have completed their current program.
Scheduled programs of improvements are currently underway in 16 agencies
and formalized programs are being developed in the remaining 1ll. In the
latter. category, improvement work is being conducted concurrently with
the development of a formalized program. In the larger agencies the
improvement program is of a long range nature with many complex problems
to be resolved before the ultimate objective can be attained.

Changes in budget and accounting structure will continue to be
accomplished gradually in a coordinated fashion on the basis of indi-
vidual agency need. During the past few years, appropriation structure
revisions have been made in a considerable number of agencies, where
changes were determined to be needed to meet the objective of a simpli-
fied pattern which would provide flexibility in operations and permit
adequate control of appropriated funds. Similarly, changes have been
made in activity schedules in order to provide a meaningful budget
presentation of the work financed under each appropriation and to permit
the development of adequate support in the accounts without resorting
to unnecessary distributions of indirect charges. Further refinements
in appropriation and activity structure that have been accomplished
during the past year will be reflected in the 1954 Budget Document.

In order to provide appropriate and adequate disclosure and a more
informative type of budget presentation for operations of a commercial
- or industrial nature, the budget and accounting systems for a consider-
able number of such agencies have been converted to a business-type
basis. Additional operations for which such systems were developed
during the past year will be presented in the 1954 Budget Document on
& business-type basis for the first time.

In summary, these efforts have resulted in many improvements in
agency budgeting and accounting practices. Changes made have simplified
budget procedures, produced better information for budget preparation,
provided more adequate accounting information for management purposes,
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and enabled more economical conduct of the entire fiscal operation.
Additional information on specific actions 1s contained in the reports
for individual agencies in Part II,

3. Property Accounting. Increased emphasis has been given to
the property accounting phases of accounting systems development durinog
the past year with special effort being concentrated on use of property
accounting data for more effective property management and utilization.
The developmental work of the agencles has been coordinated with the
activities of the Qeneral Services Administration and the General
Accounting Office in the light of their responsibilities in the respec-
tive areas of property management and accounting.

A number of hgencies have achieved significant results in placing
property under accounting control as discussed more fully in Part II.
In these and other agencles, the primary objective has been to provide
information which would give full disclosure to the financial effect of
property transactions and which would present the results in the most
effective manner to serve the needs of supply and property management
personnel as well as all other management officials at each adminis-
trative level. At the same time, the systems have been designed to
facllitate internal control of property and the fixing of accountability.

As a part of the program for utilization of accounting in the
interest of more effective property management, the General Services
Administration and the General Accounting Office have cooperated with
a number of agencies in surveys of this phase of the agencies' operations.
In every case, improvements have been initiated and installed during the
course of the survey. Additional improvements have been accomplished
subsequently or are scheduled for early cowpletion. PFifteen such
surveys have been completed to date while a number of others are
actively underway with completion of about six more anticipated before
the end of the calendar year.

1 The surveys also provided a basis for determining the needs of the

executive agencies. Both the Budget and Accounting Procedures Act of
1950 and the Federal Property and Administrative Services Act of 1949
require such exploration before the prescribing of accounting principles
and standards. The information accumulated through the medium of the
property surveys has been significantly useful in the development of the
property phases of the statement of accounting principles and standards
referred to earlier,

Close liaison has been established between the Joint Accounting
Program and the Procurement Simplification Program which is degigned to
implement the recommendations of the Govermment Operations Subcommittee
of the House of Representatives Commlttee on Ixpenditures in the
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Executive Departments. A number of significant simplifications have
been accomplished in this field including use of a pocket size combina-
tion "purchase order-invoice-voucher," establishment of imprest funds
for small purchases and improvement of requisitioning procedures. Barly
releases will cover procurement by an agency under local term contracts
executed by another bureau or agency, where it is advantageous to do so0,
and the establishment of blanket purchase arrangements which will
facilitate day-to-day small purchases and provide for monthly billings
rather than separate vouchering for each purchase. A standard size
combination "purchase order-invoice-voucher" form also has been developed
and is currently under review by the agencies.

4. Developments in Central Financial Reporting. Spade work done
in the earlier stages of the Joint Program is providing a good foundation
for the development of central financlal reporting along reliable, con-
sistent, and economical lines. Contributing factors are the extensive
work that has been done in the individual agencies in adapting accounting
to different types of operations involving different management consider-
ations, the direction that has been given to accounting in determining
costs of activities and applying other features of accrual accounting
(reconcilable when necessary with the appropriation base for
expenditures), and the stress that is being continually laid on full and
falr disclosure of financial results in both accounts and reports.
Another key to a satisfactory system of central reporting is the accom-
plishment of suitable integration of the accounting of the Treasury and
that of the other agencies of the Government. Considerable progress has
been made in that respect through the simplification and lmprovement of
Government-wide procedures involving the deposit of collections and the
making of appropriated funds available for disbursement. These and
related procedures are being shaped to provide a practical and convenient
basis for linking, through reciprocal accounting relationships and
reconciliations, the accounting of the various agencies of the Government
with that of the Treasury as it concerns cash transactions and disclosure
of the Govermment's receipts by sources and its expenditures according
to individual appropriations.

The Treasury, Budget Bureau and General Accounting Office arc apreed
that the matter of improving existing central reports of the Goverimment
should be accorded a high priority under the Jolnt Program. A joint
project 1s now underway, with participation by the Department of Defense
because of the size and importance of its expenditures, to improve the
system of reporting the Government's receipts and expenditures rrom the
standpoint of the form and frequency of key reports of Government-wide
scope and also the accounting basis for such reports.

In addition, there is in course of preparation, for anticipated
early release by the Treasury, a statement that will undertoke to explain
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to the other agencies some of the fundumental thinking that his been
done with respect to the scope and nature of central reporting aud to
ascertain specifically the kind, quality, and extent of date wvallable
in the different agencies. The statement will: (a) indicate the géneral
framework for the development of central fimancial reporting under the
Budget and Accounting Procedures Act of 1950; (b) establish puidelines
to stimulate the development of the highest standards of fiunancial
reporting by executive agencies in a manner consistent with central
reporting responsibilities; and (e¢) initiate a cooperative program with
the executive agencies designed to maximize the comtinued orderly
improvement of financial reports as contemplated by the law. The
various executive agencies will be extensively cousulted in connection
with the establishment of central reporting requiresents and the actual
development of the form and substance of the Govermment's ceutral
financial reports.

5. Comprehensive Audit Program of General Accounting Office. fThe
comprehensive audit program was established by the Comptroller General
in 1949 as a means of better discharging his auditing responsibilities.
This type of audit is performed at the site of agency operations rather
than centrally in the General Accounting Office. It provides for a
study and evaluation of how the agencies carry out their financilal
responsibilities, including compliance with legal requirements, and due
consideration is given to the effectiveness of agency management and
financial controls in determining the extent of detailed examination
and verification work to be performed.

This type of audit contributes to continuing improvements in the
development and application of the accounting principles and standards
incorporated in agency accounting systems through a review and evaluation
of the accounting and related processes in actual operation.

At the present time, 58 comprehensive audit assignments have been
mode. These cover one entire departument (the Post Office Department
and Postal Service) and varlous major bureaus and activities of other
departments and agencies.

6. Survey of Civilian Payroll Procedures and Related Operatiouns.
Because of constantly increasing complexities in the civilian payroll
operation brought about by new legislation, the inapplicability of the
present uniform system to other than the Clagsification Act catepory of
enployees and new developments in mechanical equipment, a Joint survey
of payroll procedures and related operations was undertaken by the
Bureau of the Budget, Treasury Department and General Accounting Office
in 1952 and the fact finding portion was completed in October. A
representative sample of 29 Govermment installations was selected for
detailed study and in addition a limited review was made of the payroll’
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procedurces followed by twvo municipalities, one state govermsent and
three private business or industrial establishments. %The Goverrment
installations selected involved agencies engoged 1n adninistrative,
manufacturing, construction, medical, general services, and research
activities and included agencies which were representative from the
standpoint of the respective categories of employees, namely, Clasgifi-
cation Act, VWage Board and Postal.

The study was broad in scope and included consideration of laws,
regulations and directives affecting the Federal civilian payroll
system; and examination and evaluation of the latest developments in
mechanical payroll equipment; and an appraisal of payroll operations
manapgement.

The facts gathered are now being evaluated. Awmong other -things,
recomnendations will be made on (a) changes deemed desirable in present
regulations and procedures; (b) changes in guldes or criteria relating
to staffing standards, and (c) any legislative aspects arising out of
the study.

7. Increased Utilization of Punch Card Checks. A project designed
to bring about the maximum utilization of punch card checks was under-
taken during the year. Some 64 million out 8f the total of approximately
300 million checks drawn on the Treasurer of the United States were being
igsued on the conventional paper check form at that time. The economies
inherent 1n the use of punch card checks are significant in three areas,
namely, (1) mechanlzed clearance and payment process ($17.73 a M); (2)
mechanized operations in the reconciliation of the disbursing officers’
checking accounts ($5.00 a M); (3) cost of check stock ($5.33 a M). The
foregoing estimalbes are based on cost data presently maintained. The
extent to which these factors will contribute to an overall savings to
the Government will be determined largely on the basis of individual
disbursing locations taking into consideration the needs of the agencies
1ssuing the checks and possible additional disbursing cost in connection
with mechanical equipment with due regard to the volume level at each
disbursing point. Many disbursing officers issue checks in sufficient
volume to justify the use of card punching and tabulating eguipment.
There are mumerous small disbursing offices where it may be practical
and economical to issue checks on stock pre-punched at the manufacturer's
plant with serial numbers and possibly disbursing symbols without punch-
ing the amount and month and year of issue. These latter data might be
punched at the relatively few points where checks are paid with better
utilization of equipment and personnel.

The following agencies have scheduled or plamned for the conversion
to the use of fully punched checks subject to test in certain instances
and avallability of equipment:
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Number of Hunber of
Agency Accounts Checks Annunlly

Post Office Department 23 5,400,000
Department of Air Force 18 6,300,000
Department of the Army 41 14,700,000
Navy Department 27 5,500,000
Ternessee Valley Authority 1 720,000
110 32,620,000

The conversion of these accounts involves potential saviogs result-
ing from mechanizing operations (1) and (2) described above in the
amount of approximately $764,000 per annum, leaving an additional savings
of $5.33 per M on check stock which would be available to the disbursing
agency to offset additional costs, if any, in the disbursing operation.
After these accounts have been converted there will remain 31 million
checks still in paper form involving approximately 2,600 disbursing
accounts and which for the most part could not be fully punched economic-
ally at the numerous small disbursing points with existing equipment.
Various alternatives are being considered for preparing partially
pre-punched checks at such disbursing points and completing the punched
information at the relatively few points of check clearance and payment.

8. Use of Foreign Currencies. The staff is collaborating with
the House Appropriations Committee in the implementation of Section 1415
of the Supplemental Appropriation Act, 1953, requiring agencies to be
authorized in appropriation acts, after June 30, 1953, to spend foreign
currencies acquired other than through purchase with dollars. As a part
of this project, there 1s under development a compilation of information
on foreign credits which will deal with pertinent matters on the subject.
With regard to reports on foreign currencies required to be submitted by
agencies under Central Reporting Regul: tion No. 1, issued June 27, 1951,
the Treasury has developed the format end content of the initial suwamary
reports which will be produced and may be used in connection with the
implementation of Section 1415.

9. Arrangements for Withholding of State and Territorial Income
Taxes on Compensatlon of Federal Employees. The enactment of Public
Law 587, approved July 17, 1952, requiring the withholding of State aund
Territorial income tax on the compensation of Iederal employees and the
entering into agreements with the States or Territories by the Secretary
of the Treasury, posed a nuiber of administrative fiscal problems
because of the diverse lncome tax laws of States or Territories.

‘The development of the regulations and procedures to implement the
provisions of the Act was sccomplished through close collaboration be-
tween the staflfs of the Treasury Department, the General Accounting
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Office and the Bureau of the Budget. As a result, maximum consideration
has been given to agency problems by providing procedures which conforn,
to the greatest extent practicable, to exlsting Federal fiscal practices.

10. Revision of Budget-Treasury Regulations. Bxtensive revisions
were made 1n Budget-Treasury Regulation No. 1, which establishes
requirements for the apportiomment of appropriations and for periodic
reports on the status of appropriations and apportiomments. ‘Ihis
revision 1lncluded modification of reports and related procedures and
made nore definite provisions for apportioning on bases other than
calendar quarters. Many of the changes were in the nature of refine-
ment and clarification that should result in a better understanding of
requirements.

11. Modifications in Regulations. Revisions and awmendments in
central Tiscal requirements of the General Accounting Office and the
Preasury Department during the year resulted in the following simpli-
fications and economies:

a. Joint Regulation No. 3 was amended to include ag availabile
recelpts the Civil Service retirement deductions of agencies
utilizing Treasury disbursing facilities. This change resulted
in (1) elimination of approximately 35,000 certificates of
deposit annually, resulting in direct aunnual savings of approxi-
wately $11,500 within the Treasury Department; (2) expediting
the availability of funds in the Civil Service Retirement Fund;
and (3) improved procedures for year-end reconciliation between
agencles and the Civil Service Commission.

b. General Regulations No. 115 of the General Accounting
Office extended the use of the combined voucher-schedule to all
agencles utilizing Treasury disbursing facilities. The resulting
#limination of the handling and ehipping of hundreds of thousands
of individual documents by disbursing officers made possible
astimated annual savings of over $66,000 in their offices.

c. General Accounting Office Systems Memorandum No. 2k
revised and simplified the procedure for the processing of check
cancellations. The change ellminated the separate handling of
approximately 1,600,000 items annually and expedited the credit-
ing of the proceeds of such checks to disburslng accounts by as
much as 30 days.

d. General Accoumting Office Systems Memorandum No. 25
provided a simple and practical method of handling swall differ-
ences (errors of less than $1.00) in disbursing officers' checking
accounts. The new procedure eliminated the documenting and
processing of over 2,500 indlvidual items anmually.
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PART II

USSR ——

ACCOUNTING DEVELOPMENTS IN INDIVIDUAL AGENCIES

FOREWORD

The extent and kind of accounting improvements made by the indivi-
dual departments and asgencies is, in the final analysis, the most
glgnificant measure of progress under the Joint program. The abttached
material, presented as Part II of this report, is a general summary of
what the agencies have done recently to re-shape thelr accounting to
meet their individual needs, end, at the same time, add to the combined
and cumiletive effort to attain the basic objective of the Jolnut pro-
gram--the building of an accounting structure for the Government as a
whole which will provide full and proper disclosure of the results
of operations financed from public funds.

The prime mover in the progress toward realization of this goal
has been, and must continue to be, the exercise of a high degree of
initiative and will on the part of each agency to make its accounting
an indispensable ald to maenagement. Concurrently, the General
Accounting Office, the Bureau of the Budget, and the Treasury Depart-
ment, exercise their leadership of the Joint program by coordinating
these agency efforts through genersl guldance and technical assistance
on & cooperative basls appropriately geared to the discharge of their
own responsibilities as central staff egenciles.

The agency accomplishments set forth in the attached illustrative
gummary are largely those of the past year. The continuing nature of
the Joint program, however, renders un&voldeble some overlapping in
the reporting of developments begun in previousg years and completed
this year., Moreover, this report does not attempt to identify
deficiency or problem areas, to point up the relative importance of
improvements, nor to evaluate these present day accompllshments of
the agenciles in relation to what remains to be done. It is an illus-
trative report only of forward steps, both major and relatively minor,
taken during the past year.

Running down through the agency accomplishments reported, perhaps
the most significant feature of this year's progress is the extent to
which basic lmprovements initiated in prior years were rounded out and
congolidated as broad-gauged, “"complete package" systems which received
the formal approval of the Comptroller General this year or were made
ready for such approval in the immediate future. Certainly, this
year's progress, coupled with the developments of previous years,
increasingly substantiates the soundness of the cooperative approach
embodied in the Jjoint program and augurs well for getting on with
the tremendous Job gtill to be done,
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DEPARTMENT OF AGRICULTURE

Departmental

The Office of Budget and Finance, in cooperation with representa-
tives of individual bureaus and offices and the Accounting Systems
Division, General Accounting Office, has provided active leadership
in the development and improvement of accounting systems throughout
the Department.

During the year efforts were concentrated on: improving allotment
and general ledger accounting procedures, with special emphasis on
decentralization of records to points at which accounting is needed
for operating purposes; providing better control over obligations,
allotments and apportiomments; improving the handling of reimbursements
and other collections; assuring direct relationship between the accounts
and budget activity schedules; simplifying the processing of accounting
documents; -elimination of unnecessary paper work and duplication of
effort; strengthening internal controls; and improving reports to manage-
ment. Among specific developments of departmental nature were the fol-
lowing:

Organization and staffing. As part of an overall departmental
project to bring together related field activities in State and County
Offices in common locations, the Office of Budget and Finance is par-
ticipating with other staff offices and agenciles in planning for the
cooperative handling of fiscal and procurement activities. An outline
was prepared of general principles and guides for use in the payment
of common administrative services and for determining the proper dis-
tribution among the various programs of the costs of such services.

Property. Using guidelines provided by the General Accounting
Office in the form of general principles, standards and related require=
ments for property accounting, a department-wide program is being planned
for reviewing property accounting systems in the varlous agencies.

Agency financial reporting. Through joint efforts of the 0ffice of
Budget and Finance, the Treasury Department, and the General Accounting
Office, improved procedures for monthly reporting and reconciliation of
receipts deposited by the various bureaus and field or accounting sta-
tions were developed and installed on a test basis effective February 1,
1952,

Simplifications and related improvements. Emphasis was placed on
improving and simplifying procedures for making small purchases to keep
costs as low as possible, and at the same time maintain adequate safe-
guards over the expenditure of public funds. Regulations were issued
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on the use of petty cash funds for use throughout the Department to
facilitate payment for local purchases. This procedure is expected
to result in considerable alleviation of small purchase problems.

A revised and more simplified system of central control accounts,
which was developed previously for use by the Office of Budget and
Finance to show the unallotted balances of Departmental appropriations
and funds, was approved by the Comptroller General on August 26, 1952,
and the installation of the system was completed during the year. ’

As a result of continuing efforts to simplify and streamline proce-
dures, the Department also has achieved the following general improvements
in payment procedures; some of which have been extended to government-wide
use:

a. Procedures were proposed by the Department to eliminate,
in most instances, the execution of contracts for procure-
ment of supplies such as ice, laundry, towels, storage and
utility services including gas, telephones, water, electricity
for which there is a continuing need. Contracts for continuing
supplies will be needed only when the aggregate fiscal year
cost will exceed $500. This procedure was approved by the
Comptroller General on March 3, 1952, and will save the proces-
sing of thousands of contracts annually.

b. Pursuant to proposals of the Department, the Comptroller
General modified on February 8, 1952, the requirement that
vouchers supported by unsigned memorandum copies of invoices
be transmitted to GAO for direct settlement. The procedure
provides that if the original invoice is lost, an unsigned
memorandum copy obtained from the claimant may be used to
process payment through regular channels provided full explana-
tion is made of the circumstances involved in the loss and a
certification is made that steps have been taken to prevent
duplicate payment.

¢. 'The Department and the Farmers Home Administration have been
cooperating in the development and testing of a simplified
plan Tor use in the processing of fixed monthly contractual
payments to eliminate the need for obtaining, reviewing, and
processing individual monthly invoices from large numbers of
vendors furnishing services or facilities on a continuing basis.
The new procedure has proven satisfactory and has resulted in
simplification and savings. Accordingly, steps are being taken
to extend this procedure to other bureaus of the Department.

Other simplifications include:

a. Billings for centralized photographic, duplicating and supply
activities were consolidated into a single monthly invoice for
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each agency receiving such services, resulting in a decrease
in the number of billing and collection documents handled. A
similar procedure is being developed for application to other
reimbursable activities.

b. Arrangements were made to consolidate the accounts current
prepared by the Chief Disbursing Officer for three agencies
served by the Bureau Accounting Services into a single account,
resulting in a substantial reduction in the number of schedules
and other documents prepared to support the disbursing accounts.

Agricultural Research Administration

Intensive work was done this year on rounding out the accounting
systems of several constituent bureaus. The system of the Agricultural
Research Center, after a year of test installation and refinements, was
formally approved by the Comptroller General on March 2L, 1952. Con-
siderable work was done on the systems for the Bureau of Agricultural
and Industrial Chemistry, the Bureau of Entomology and Plant Quarantine,
and the Bureau of Dairy Industry.

In addition to these overall developments decentralization of
accounting activities to points of operatlng responsibility was made
in two bureaus. Accounting functions for Alaska Experiment Station
were transferred from Washington to Alaska. In the Buresu of Agricul-
tural and Industrial Chemistry general ledger accounts, except for
those required for the operations of the Washington office, were decen-
tralized to four regional orfices. This move makes available at the
field operating level complete accounting information foxr the preparation
of financial reports and has resulted in othexr benefits in connection
with the preparation of vouchers, schedules and documents, the elimina-
tion of reports previously required in connection with retirement records,
and the elimination of some subsidiary records for property. Other
organizational developments include the reorgenization of 23 divisional
administrative units of the Bureau of Plant Industry, Solls and Agricul-
tural Engineering into I research groups. Among other things, this has
greatly slmplified financial adwinistration, brought about improved
payroll procedure through the reduction in number of rolls previously
prepared, and resulted in a reduction of clerical personnel.

Additional developments and improvements in component bureaus and
offices of Agricultural Research Administration include the following:

1. Agricultural Research Center. In connection with operations
under the working capital fund general overhead actlvities
were analyzed as to service rendered for cost centers involved
and an Improved method developed for cost distribution; monthly
invoices are now posted as a by-product of machine posting operw-
ations for cost distribution, eliminating separate processing
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of invoices; in addition, detailed documentation of invoiced
charges was eliminated through better classification and pre-
sentation of billed amounts on invoices; an improved method of
daily reporting of motor vehicle utilization was installed
providing better equipment rental control and information

on equipment requirements, and resulting in a revision of
rental rates to provide more accurate cost rates by type of
vehicle.

Bureau of Animal Industry. Monthly accounting reports and
statements have been improved to aid in the preparation of
budget statements and provide more substantive support for

the budget; improved procedures were developed utilizing punch
cards in the reconciliation of earnings and payroll deductions
to the related general ledger control accounts; procedures in
the processing of indemnity payments have been simplified to
reduce the number of forms and steps required; payroll pro-
cedures for field stations were rewritten and consolidated

into one manual resulting in a more efficient payroll operation.

Bureau of Dairy Industry. Improved vouchering procedures were
developed requiring consolidation of vouchers and discontinulng
the making of partial payments whenever possible, thus reducing
the number of vouchers to be processed.

Bureau of Entomology and Plant Quarantine.

Receivables and payables. Improved and strengthened con=
trols and accounting procedures developed in conunection
with the sale and exchange of animals and animal prcducts,

Accounting in relation to program planning and budget pre-
sentation. Better integration between the budgetary pro-
cess and the accounting system has been achieved by the
development and use of an operating budget which gives a
direct and coordinated tie-in between the two. The opera=
ting budget was developed and designed as a two-part pre-
sentation, one part for salaries and one part for all other
expenses, with multiple uses relating to the accumulation,
recordation, and dissemination of budgetary and obligating
information for both management and administrative purposes,
Development of accounting support for the budget has been
improved through the iassuance of revised procedures for
maintenance of the analysis ledger and by elimination of
certain breakdowns within the prescribed object classifiw
cations.

\
Accounting in relation to program and budget execution. A
more simplified and improved method of establishing obliga-
tions in the allotment ledger in advance of expenditures
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has been achieved through refinement and perifectlon of the
procedures which were adopted a year prior, including the
use of operating budgets.

Agency financial reporting. Monthly operating reports,
prepared directly from official accounting records for
responsible operating officials, were redesigned and
revised on the basis of one year's operating experience
to provide more tiwely, meaningful and useful financial
data. Preliminary work and study is now in progress for
the development of overall and summary financial reports
for .use in the Bureau.

Simplifications and related improvements. Procedures were
prescribed and a form was designed for the payment of all
premiw pay, including reimbursable overtime, on a
separate voucher covering two bil-weekly pay periods.

This procedure materially reduces the number of payroll
change slips issued, removes a delaying factor in pre-
paration of the regular payroll and lends itself to a
leveling-off of the workload in the payroll units.

Othexr improvements. Reimbursable overtime procedures in
connection with plant quarantine ingpection work were
revised and provision was made for the payment of and
collection for commuted travel time. Forms were designed
and procedures modified to provide for more of the clerical
and accounting functions to be performed by fiscal person-
nel in the regional offices rather than by inspection
personnel In the progrem offices.

Bureau of Human Nutrition and Home Economics. Accounting
support was provided 1n connection with distributing the
cogts of information services to the four activities in the
budget schedules; daily time reports are utilized to distri-
bute these costs currently and provide support for the budget
estimates; tentative accounting procedures for trust fund
transactions were developed and adopted during the calendar
year; an accounting manual for all accounts including the
above was also developed and submitted to the Departmental
Office of Budget and Finance for approval; work projects
formerly supported by several funds were consolidated, re-
ducing the number of projects from 21 to 9; this consolidation
is decreasing the time required in maintaining and reporting
obligations and expenditures.

Office of Experiment Stations. A revised manual of fiscal
and accounting procedures was prepared for use by the Experi-
ment Station in Puerto Rico, providing for the agricultural
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research and extension service program in the Virgin Islands
as authorized by P.L. 228, 82nd Congress; payroll site audit
of GAO was extended to the Experiment Station in Puerto Rico.

Bureau of Agricultural Eceﬁomics

‘ Payroll procedures were improved to provide a more expeditious and
efficient processing of payrolls and earlier mailing of checks to field
personnel; improvement has been made also in reporting to management on
the number of persons payrolled and the total charges against appro-
priations for personal services; in reconciling of speclal deposit
accounts with general ledger accounts and by reducing the number of
work projects within the allotted funds of appropriation accounts; the
cost distribution ledger maintained for budget preparation has been
gimplified by posting all documents at the sub-appropriation level
ingtead of by numerous projects under each sub-appropriation thereby
reducing the number of postings and facilitating statement preparation,

Extension Service

More adequate safekeeping facilities for checks, money orders and
cash transmitted by county extension agents for deposit have been estab-
lished as result of a 1952 study of controls over retirement collections
from extension agents. In addition, a consolidated filing system for
individual retirement collection cards for county agents has been estab-
lished, eliminating a search of several files for information on en-~
ployees' accounts. '

Farm Credit Administration

A complete manual for administrative accounting was developed and
submitted to the Departmental Office of Budget and Finance for approval.

Farmers Home Administration

Costs. A study, which was begun in 1950, was completed in 1952 to
reappraise workload values and standards of performance. The study
involved sampling techniques of all types of work at all levels of
organization. The results of the study are being evalvated for program
administration and budgeting purposes.

Recelvables and payables. The processing of fixed monthly contrac-
tual payments was simplified and approximately 12,000 vouchers and in-
voices annually were eliminated under a payment procedure based on the
use of monthly listing schedules developed from the basic contracts and
on performance certified to by responsible officials. Improved procedures
were developed for processing collections made by United States courts_
applicable to collections on FHA judgments by monthly reports and remit-
tances by clerks of the court directly to the area finance offices.
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Agency financial reporting. Debt Settlement Reports were simplified
and made more useful to management by preparing reports in less detall
than formerly and by issuing them at less frequent intervals. These
changes resulted in an estimated saving of $3,500 per year.

Provisions for internal control including internal audit develop-
ments. The internal audit program was strengthened by a more delinite
assignment of responsibility for reviewing (1) the follow-up action
taken on internal audit reports, (2) the audit working papers prepared
in the Area and National Offices, and (3) FHA procedural instructions
with the object of evaluating the effectiveness of instructions and
modifying or amplifying the audit program to conform therewith. This
change will provide current determinations as to the adequacy of the
internal audit operations and will coordinate and make uniform such
operations as carried on in the various field locations.

Additions were made to the staffs assigned to each of the four
Area Examination Offices for the purpose of strengthening the internal
examination and providing a program of training with a view to a logical
line of advancement. Interim audit report requirements were revised to
exclude information which is available to the Administration officials
from other sources. A completely revised manual of operations for the
investigation and compliance activities was developed and placed in use.

Yorest Service

Organization and staffing. The Washington Iiscal Control Office
was reorganized to sectionalize the work as follows: (1) Procedures
and Systems Development, (2) Accounting and Fiscal Operations, and (3)
Internal Audit.

Accounting in relation to program planning and budget presentation.
In addition to a reduction in 1951 in the number of projects and sub-
appropriations in the printed budget for Salaries and Expenses appropria-
tion, a study was made to simplify and lmprove budgetary and accounting
controls. After a year's trial, and with only minor revisions, the
simplified system thus developed was installed on July 1, 1952. This
gystem materially reduces the number of allotment accounts, and permits
comparison with operating plans by use of periodic checks supplemented
at the ground level by an expenditure classification integrated with a
nore general budget classification.

Other improvements. Effective July 1, 1952, the General Ledger
records were decentralized to twelve regional offices, which will result
in a reduction of 2 to 3 man-~years of bookkeeping work in the Washington
Office and improve the records and reports at the regional level.

Applicatlon of General Regulation No. 115 and the initiation of the
comprehensive audit program on July 1, 1952, together with decentraliza-
tion from reglonal offices to national forests and experiment stations
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of the scheduling of vouchers (1) eliminated some duplication of voucher
examination, (2) eliminated the repetitive transcription of data con-
tained in basic records, and (3) decreased the number of accounting
documents handled, certified, and entered in the accounting records in
the regional offices. —

Provisions for internal control including internal audit. A4s of
August 1952, the previous audit program of the central office was re-
organized and placed in a newly established Internal Audit Section.

In addition to carrying out the previous program of performing accounting
audits this staff will conduct overall surveys and appraisals of the
adequacy of related fiscal control measures in all of the national-
forest regions, in the eleven forest and range experiment stations, the
Forest Products Laboratory, and will provide technical guidance and
training for internal auditors in the regional. and other levels of
organization. An Internal Audit Handbook prescribing minimum audit

and control procedures was prepared and circulated, and study courses
for training of internal auditors at the field levels of organization
are being prepared.

Office of Foreign Agricultural Relatlons

A change was made in budget activity classification providing two
instead of the previous four activitles based upon the agency's organiza-
tional structure. A system of allotments and related accounts has been
established on an organizational basis. These changes will improve the
accounting support for activity schedules in the annual budget.

Office of Information

As a result of a change which provides financing the reimbursable
portion of operations of the Motion Picture Service through a working
capiltal fund, an accounting system for this activity is being developed
and installed, recognizing costs and income on the accrual basis. Ac~
counting control was established over equipment and principal inventory
items and provision is being made for the preparation of operating and
budgetary reports on a business type basis.

Office of the Solicitor

Monthly financial reports for management purposes reflecting pay-
ments, obligations, allotments, projected obligations and estimated
unobligated balances of allotments have been modified to include informe-
tion with respect to unallotted appropriations, total funds available,
funds apportioned, reimbursements billed and realized, and limitation
control accounts. A large number of allotment accounts were eliminated
thus simplifying records and reports.
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Production and Marketbing Administration

Costs. Daily time records by individual employees in all operating
units where time can be measured provide the basis for costing of personal
services by funds or activity. In addition, detailed work measurement and
time records maintained in large offices doing repetitive types of work
are used in employment planning, determination of fund requirements and
evaluation of operating effectiveness.

"Accounting in relation to program and budget execution. The Fiscal
Branch has reviewed and approved the internal systems for obligation
accountability and time distribution of all Branches and Offices of PMA,
to determine that the methods adopted will result in reasonably accurate
cost data and meet sound cost accounting principles and practices. Uni-
form methods and practices have been adopted wherever practicable. Over-
all allotment control has been strengthened and efficiency of operation
increased in comnection with obligations under the National School Luanch
Act by centralizing in the operating branch all responsibility for
obligations for commodities and cash payment assistance.

Simplifications and related improvements. All activities of the
Production and Marketing Administration were placed under the compre-
hensive audit program of the General Accounting Office effective July 1,
1952. Pursuant to this change the reconciliation and approval of the
accounts current rendered monthly by the disbursing officers was de-
centralized to some 48 PMA State Offices, 3 Area Offices and 9 fiscal
offices.

A decentralized system of leave recording and reporting of Washing-
ton personnel was adopted, thereby effecting a saving of time in the
payroll oifice in Atlanta, reducing the volume of correspondence between
Washington and Atlanta as well as furnishing current data to supervisors
and approving officers for granting of leave and establishment of obli-
gations for lump sum payments.

Provisions for internal control including internal auqil develop-
ments. Internal audits are made of both appropriated and (CC corporate
fund transactions including audit review and appraisal of all opexutionalv
phases. The Office of Audit has prepared audit manual procedures for
county auditors who are under the administrative jurisdiction of State
PMA offices and reviews their audit reports and working papers periodic-
ally. Copies of travel vouchers of heads of field offices are forwarded
to the pertinent branches in Washington for review in order to attain
greater control of travel.

The Chief Auditor now reports to the PMA Administrator.

Rural Electrification Administration

Organization and staffing. As a part of the reorganization of the
entire agency, the Division of Controller was established with respons-
ibility for all accounting and audit functions, including internal audit.




The statistical services section was transferred to this Division, thus
bringing under it all phases of financial and statistical accounting and
reporting. The Division was relieved of its former line responsibilities
relating to the processing of borrowers® requisitions for funds.

Receivables and pdyables. Loan accounts were converted to a punch
card system and simplified procedures developed and installed for cal-
culating interest and preparing and issuing statements of account to
borrowers. The bills and statements previously issued for each note
were revised and are now prepared to show the status of the entire in-
debtedness of each borrower, with separate statements issued for notes
in pre-amortization status, resulting in a reduction from approximately
60,000 to 12,000 bills and statements annually, as well as furnishing
more useful and current information on the status of the indebtedness.

A single method has been adopted for calculating interest instead of

the two methods previously used. The procedures for processing borrowers'
remittances were also revised so that most collections will be deposited
for collection on the day of receipt rather than the following day. The
more current posting of cash advances to borrowers was made feasible by

a special arrangement with the disbursing officer.

Accounting in relation to program and budget execution. Procedures
were installed for the preparation of quarterly financial plans reflect-
ing the programs of operating officials responsible for execution of the
administrative expense budget. Allotments are made to these officlals
based on the quarterly plans, and accounts are meintained to show the
status of each allotment as the plans are executed.

Agency financial reporting. Monthly reports were developed and
are furnished to the operating officials showing the status of the funds
made available under allotment, and a comparison between actual obliga-
tion and the quarterly financial plan. Also during the year, a weekly
progress report was inaugurated showing the status and progress of the
telephone program for use of the agency'management officials.

Other improvements. A revised chart of accounts for loan fund:
transactions was developed and installed providing for improved clas-
sification of loan accounts and incorporating control accounts over
loan funds at all stages of the loan processes and over notes, mortgages
end other loan documents in the custody of the agency.

Provisions of internal control including internal audit. The
utilization of audits of borrowers' records by independent certified
public accountants was expanded during the year by the assigmment of
an increased number of borrowers for guch audit. In addition, the con-
struction fund audits by agency personnel were made on a more selective
basis, reducing the number and frequency of such audits. The internal
audit program was expanded by development of a program to cover field
activities of the agency. On this basis, members of the Agency's audit
stall will review the records of the borrowing cooperatives and the
field servicing operations of the Agency.
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Soil Conservation Service

Receivables and payables. Provision was made for recording as
accounts receivable all internal or inter-regional transfers of charges,
in order to improve gontrol and reporting of such items.

Accounting in relation to program planning and budget presentation.
A procedure for accounting control over estimated revenues from projects
administered under Title III of the Bankhead-Jones Farm Tenant Act is
being developed for installation as of January 1, 1953. The estimated
revenue and related use agreements issued will be recorded on subsidiary
records to furnish detailed information for administrative review. Control
accounts for the estimated revenue will be maintained in the general ledger.

Accounting in relation to program and budget execution. A procedure
was developed for simplifying allotment and obligation controls by allot-
ting funds for the entire year with quarterly obligation limitations and
establishing fund reserves for subsequent quarters in the allotment.

Other improvements. The verification and reconciliation of amounts
collected and deposited, with the related Treasury covering, has been
decentralized to the regional offices. Lists of coverings furnished
monthly by the Treasury are verified currently with the collection records
at those offices. \

Provisions for intermal control including internal audit develop-
ments. Action has been initiated to provide an internal audit staff
attached to the Chief's office, to independently review and appraise
operations and controls on a comprehensive basis.
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DEPARTMENT OF COMMERCE

Office of the Secretary.

Effective July 1, 1952, accounting for Departmental field
operations was decentralized to the field office in Chicaego.

Bureau of the Census.

The agency has initiated the issuance of an internal series of
memorandums designed to furnish employees with written instructions
relative to accounting procedures. In addition an accounting manual
has been initiated, illustrated with flow charts.

Property. Steps have been initiated to establish finencial
control over property in the general ledger. For this purpose a
physical inventory has been taken and detailed inventory cards are
being prepared to support the balance in the general ledger.

Simplifications and related improvements. Revision was made of
the payroll listing submitted to Treasury eliminating the need of
hand sorting of checks for distribution. Simplification was made of
the procedure for refunding monies received in connection with age
search cases. Under the new procedure there is no further need to
prepare Standard Form 1047 and letter of transmittal for each of the
nunerous refunds.

Utilization has been made of payroll tabulating cards to elimipate
the need of typewritten quarterly reports required in connection with
the Federal Insurance Contributions Act. Manual distribution of pay-
rolls by appropriation codes has also been eliminated. A further use
of payroll tabulating cards has eliminated the time consuming manual
operation of rearrangling Forms W-2 for reporting to states requiring
such information.

A study has been initiated to speed up and obtain economies in
the costing of time applied to different projects and the computation
of payrolls through the use of document-sensed cards in lieu of
Standard Form 1130 and the use of an electronic computer,

Civil Aeronautics Administration

A survey of the accounting operations of the Agency has been made
under the sponsorship of the Office of Budget and Management, Depart-
ment of Commerce, and the AccountingSystems Division, General Accounting
Office. This survey was conducted at the Washington office and selected
field establishments. A report of findings was documented and agreement
reached on the contents thereof by all concerned. Subsequently, a re-
port containing recommendations as to revisions which will result in
improvements, was prepared and transmitted to the Administration. Among
the developments projected are: (a) agency-wide cost accounting and re-
porting for managenent guldance and budget support; (b) control of
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property and other proprietary elements; (c) simplification of finan-
cing and accounting operations, generally; and (d) complete business-
type financing and accounting for the Washington National Airport.

Simplification and-related improvements. As of July 1, 1952,
periodic payments under some 5,000 leases are made without requiring
invoices from lessors. Simplifications and savings realized as fol-
lows: (1) discontinued processing some 6,500 incoming invoices per
year; (2) discontinued sending invoice forms to lessors; (3) eliminated
frequent correspondence with lessgors, particularly in securing cer-
tified invoices to permit payments of only nominal amounts; and (4)
obviated necessity for carrying numerous payables on books for un~-
usually long periods of time. \

Preparation of carbon copieg of distribution accounts, for use of
budget organizations, was discontinued as not proving of sufficlent
value to justify expense, eliminating approximately 36,000 ledger forms
per year. .

Other improvements. Further expamsion was made of the accounting
manual, which was promulgated as of July 1, 1951, at the instance of
decentralization of general accounting operations to regional levels,
including detailed processing instructions in respect of: (1) examina-
tion of vouchers; (2) operation of allotment and distribution accounts;
and (3) preparation of various types of accounting documents.

Provigions for internal control including internal audit develop-
ments. A limited internal audit program has been initiated under the
direction of ‘the chief accounting officer of the Administration. The
program envisions the conduct of audits of accounting processes through-
out the Administration in testing their accuracy and compliance with
published instructions, and the execution of such other audits as may be
assigned from time to time.

Coast and Geodetic Burvey.

Bffective as of July 1, 1952, the check list formerly required to
be submitted by each Assistant Disbursing Officer (approximately 80)
on & periodlc weekly or bi-weelldly basgls was authorized to be rendered
only once a month and the practice of making disallowances and suspen-
gions from Assistant Disbursing Officers accounts was disconlinued.
Refunds will now be obtained from Assistant Disbursing Officers and
will be processed as collections. As this Bureau has approximately
80 Assistant Disbursing Officers (Assistant to the Chief Disbursing
Officer) disbursing from widely scattered and remote locations, these
changes will result in a more efficlent settlement of Asslstant '
Disbursing Officers? accounts both by the Bureau and the Chief Dig-
bursing Officer,
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National Bureauw of Standards

As previously reported, the National Bureau of Standards has
esteblished a wholly reimbursable working capital fund to initially
finance the entire operation of the Bureau. With the advent of the
revolving fund, a new system of accounting was adopted predicated on
the accrual basis of accounting. Among other features the new
system provided: a greatly simplified sllotment pattern; a full dis-
clogure of the financial condition and results of operations; an
integrated cost accounting system for each project, recognizing de-
preciation and earned leave as elements of cost; and financial
control over property. The new system furnishes a fundamentally
improved means for program planning and budget presentation and
execution. Based on the experience obtained in the operation of
the revolving fund and the new system of accounting, emphasis was
glven this year to the following:

Property. Classes of property with an estimated average life
were established for the purpose of grouping property. This will
simplify property accountability and computation of depreciation
at a divisional rather than at a bureau level as has been in the past.
A physical inventory was taken to form the basis for firming up dol-
lar control in the general ledger and the establishment of property
accountability by clagses.

Accounting in relation to program planning and budget presentation.
The determination of cost by projects under the new gystem of account-
ing was utilized in arriving at the budge’ presentation thereby affording
accounting support for the actual figures eppearing in the budget.

Simplifications and related improvements. Accounting procedures and
tabulating techniques were improved to expedite labor cost distribu-
tions; postings of transactions to the books; and assembly of cost data
for the preparation of monthly cost statements. Studies were initiated
to extend mechanical procedures in payrolling and billing operations with
a view of obtaining more efficiency and possibillity of reduction of man-
power.

Other improvements., A manual of accounting has been prepared that
will be utilized in directing and informing accounting personnel.

Provisions for internal control including internal. audit develop-
ments, Internal control has been further obtalned through a complete
gsegregation of accounting operations. An Internal Auvdit Section under
the accountable officer but divorced from actual sccounting operations
has been established and is in the process of staffing to provide,
among other things, ascertainment of reliability of accounting data,
compliance with established policies, and reviewing and appraising
internal procedures.
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The comprehensive on-the-site audit by the General Accounting
Office has been extended to cover the Bureau.

Patent Office

The preparation of a manual covering detail procedures for budget-
ing and accounting functions has been initiated.

A study to convert payroll operations from menual to a mechanical
process, usiﬁg for this purpose the tabulating equipment already used in
connection with other operations of the Patent Office, has been com-
pleted and the system experimentally placed into operation with
consliderable savings estimated.

Weather Bureau

Organization and staffing. General ledger accounts were decen=-
tralized to regional offices--resulting in situation of these accounts
at the same levels as allotment accounts. Central office is now afforded
major portion of essential accounting data from the fleld through
periodic reports.

Accounting in relation to program planning and budget presentation.
Accounting organization now furnishes budget organization with actual
year obligations classified by activities, for inclusion in Budget
document. Activity classification (amounts) formerly compiled in budget
organization.

Other improvements. Regional disbursing officers' accounts current
are now examined and certified in the regional offices of the Bureau,
Formerly transmitted to Washington office for certification.
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DEPARTHENT OF DEFENSE

Organization and staffing. Further progress was made in the
Department of Defense in establishing comptroller organizations
throughout the Department.

Arnmy regulations were issued during the year directing that
comptroller/prganizations be established not only in the head-
quarters of major continental and overseas commands, but also in the
headquarters of each technical service and at each installation or
major activity where comptroller activities are ordinarily performed.
In each of these commends, the comptroller occupies a general staff
or equivalent position and serves as the commanding officer's prin-
cipal assistant for comptroller functions. These functions will
normally include budgeting, accounting, fiscal and internal audit
principles and procedures as appropriate at the various command levels.

The egtablishment of comptroller organizatione has been extended
in the Navy Bureaus and has been introduced in several of the Naval
District Commands.

Tests under way for integration of accounting and disbursing at
Army instellations engaged in military activitles as distinguished
from industrial activities indicate the feasibility of consolidating
accounting and disbursing organizations in lieu of present independent
organizations.

Accounting policy and procedures with respect to civilian payrolls
hag been made & comptroller function in the Department of the Army.
Previously, this area of accounting was a personnel function.

Costs. During 1952 nine additional field installations began
operations under industrial (revolving) fund type of financing, bring-
ing the total of such activities in the Defense Department to 18, of
which 7 are in the Army, 10 in the Navy, and 1 in the Air Force. In-
stallations operating under industrial funds now include representative
printing plants, arsenals, ordnance plants, clothing factories, a research
laboratory, a shipyard, and the Military Sea Transportation Service.

An accounting system was developed for each installation to provide
accurate costs, inventory accounting, financial results and budgetary
controls within one integrated system. Use of standard costs is being
introduced and will be emphasized where applicable. The new accounting
systems and reporting procedures place major emphasis on the require-
ments of local management officials at all supervisory levels for timely
and accurate cost reports to provide them with the means of operating
activities on a more efficient basis than was possible under prior ap-
propriation accounting methods. Continued refinement of accounting
systems and reporting procedures, has brought about other improvements
including simplification of financing, simplification of budget pre-
paration on a performance basis through availability to procuring
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agencies of more complete and accurate costs, recognition of the need
for application of industrial engineering techniques for better plant
layout and processes to reduce costs, and more effective leadership
at all supervisory levels through recognition of the need for decen-
tralization of management responsibility to department heads and
foreman levels.

In addition to installations mentioned above, the Department of
the Army developed plans for extending industrial fund financing to
additional activities in the next eighteen months with the assistance
of commercisl firms on a contract basis.

Property. The use of working-capital (stock) funds for financing
inventories of materials and supplies and improvement of the accounting
and reporting for such operations were extended during the year. The
Neavy Stock Fund was extended to encompass the category of medical and
dental supplies on July 1, 1952 and on the same date the Clothing and
Bquipage Division of the Army Stock Fund capiltalized certain categories
of resgerve stocks, including the Army portion of the Wool Reserve and
the Duck and Webbing Pool. The accounting systems of all present stock
funds were improved in varying degrees and the Army and Air Force col-
laborated in the development of a proposed medical stock fund system.
The Air Force developed new accounting and operating procedures for
aviation fuelg in anticipation of funding this category of supplies
through stock funds effective July 1, 1953. This new system for avia-
tion fuel will be installed at Air Force bages and petroleum terminals
worldwide by January 1, 1953. Notable improvement was made in the
format and content of the financial statements covering all stock fund
operations. Regulations governing the uniform operation of all stock
funds have been substantially completed and will be published in the
near future.

Progress was made in the improvement and simplification of stock
accounting and reporting in all the military departments. Army is pro-
gressively installing throughout the depot systems an advanced electric
accounting machine method utilizing the "mark-sense" principle which
results in reduced processing time and machine rentels. Navy has in- -
stalled a similar method at most wholesale supply activities and is
also testing the feasibility of using punch-card accounting for real
property. Air Force 1s installing the improved EAM method at depots
as well as a mechanized procedure for requisitioning, controlling and
accounting for "service stock". A simplified manual system of depot
stock accounting, utilizing photographic processes for documentation,
is being service tested by the Army.

A simplified method of accounting for Government property in the
possgegsion of non-profit research and development contractors was
published as an amendment to the Armed Services Procurement Regulation.
Surveys in this same area are being made for the purpose of improving
the accounting for all Government property in the posseggion of contrac-
tors. Improved methods of establishing allowances and accounting for
textiles with clothing contractors were instituted by both Army and Navy,
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Recelvables and payables, Simplified billing procedures with
respect to stock funds have been approved and put in effect. Under
certain circumstances, a gingle monthly billing on a centralized
bagis is authorized in lieu of numerous individual billings for issues

(sales) from stock funds.

A proposal has been developed to waive reimbursement for cross
gervicing activities where only minor amounts are involved and when
adopted by the departments will result in increased savings through
the elimination of the procesgging of numerous small reimbursements.

Accounting in relation to program planning and budget presentation.
A comprehensive program has been developed for the improvement and
integration of budgeting and accounting throughout the Departuent of
Defense. This program represents an all-out effort to bring into focus
the whole problem of budgeting, accounting, and financial reporting
for the purpose of abtacking it systematically along sound lines. Goals
have been established, problem areas identified, and guide lines have
been developed as & "road map" for conducting this program. It is ex-
pected that active work on this program will commence immediately.

Extension of the use of revolving funds has a profound impact on
budgeting. Use of stock funds provides for budget preparation and pre-
sentation on a consumption basis while industriel funds give a better’
basis for presentation of costs on an end item rather than objective
classifications, thus providing for fuller disclosure of financial
operations. Operational results and requirements for all revolving
funds are required to be presented in business type budgets as opposed
to traditional governmental budget forms.

Accounting in relation to program and budget execution. Department
of Defense-wide regulations were issued establishing a uniform system
for the administrative control of all apvropriations and funds. The
regulations not only established a stand.rd system of controlling funds,
with provision for clear-cut delegations of responsibility, but also
prescribed minimum safeguards essential to effective management control
over obligatlon and expenditure of funds,

Operation of the Consolidated Ordnance Procurement Account has been
reviewed and recommendations developed for revising the accounting
system with the objective of clarifying the reporting of these opera-
tions and providing a better tool for procurement administration in
this important area.

Department of the Army instituted a new series of semi-monthly
"Status of Procurement and Construction Funds by Procurement Program.
The new report provides top level management with information concerning
the extent and progress, in terms of dollars, of the procurement and
construction programs for which the Army Technical Services are re-
sponsible.
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Agency financial reporting. Effective July 1, 1952, the Navy
adopted & new bureau appropriation accounting system which places
the administration and accounting for appropriated funds in the
bureaus, and offices and Headquarters, Marine Corps and charges the
Navy Settlement Office, Office of the Navy Comptroller with responsibility
for the central sccounting for appropriations and funds., It also re-
quires the bureaus and offices to prepare sunmary registers by appropria-
tiong and funds instead of the Bureau of Supplies and Accounts as here-
tofore. The system is designed to control commitments, obligations, and
expenditures within amounts allocated under appropriations and approved
apportiorments; combine effective control over, end accountability for,
all available funds and assets for which & bureau is responsible; provide
relisble accounting date for use in the preparation and justification
of budget estimates and for reporting required financial information;
provide for reconciliation of the administrative appropriation accounts
maintained by the bureaus with the reciprocal eppropriation cash ac-
counts maintained by the Comptroller of the Navy.

Effective July 1, 1952, there was establighed in the Department of
the Air Force an appropriation and expense accounting system providing
a means for collecting and reporting the operating expenses of the Alr
Forece on an organizational as well as a functional basis at all command
levels., The system 1ls desligned to furnish information useful for nanage-
went purposes, for plamning operations and for budget estimates and
Justifications. The system is also intended to furnish reports to other
agencieg on operating expenses, to furnish Headquarters USAF and commands
with information relative to the extent to which management at subordinate
activitieg utilize avallable resources, as well as information which can
be used for plamning operations. This new system supersedes the former
Cost Reporting System USAF. An lumportant feature of the system is the
requirenent for reporting costs with appropriate provision for changes
in inventory levels, costing of "free issue" items and reconciliation
of allotument accounts with the cost accounts.

The Department of Defenge is in the process of preparing a directive
requiring the reporting of status of funds below the appropriation level
on & uniform basis. The format of the reports to be required is being
coordinated and will be issued shortly.

Simplifications and related improvements. The installation of
indugtrial funds has regulted in specific improvements as follows:
establishment of dollar values for maintenance and operating supplies
indicated excegpsive inventories on hand and resulted in the establighment
of an apggressive program to move the inventory and to establish a cataw
logue of gupplies to gimplify supply issue} improved production schedules
enabled one activity to avoid a large reduction in force and subsequent
recrulting program by immedlately stopping all hiring and takling adventage
of attrition; analysis of uwnit costs resulted in the elimination of over-
tiwe and bighlighted the need for flewxibility in production gcheduling
and the responsibility of procurement officials in getting materials to
the activity when needed. Perhaps the most gignificant example that may
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be measured in terms of dollars was noted in the Military Sea Trans-
portation Service, where the Department reports that because of
incentives provided for better scheduling of vessels, unit transporta-
tion costs were reduced (estimated at 91¢ per ton per 1,000 miles for
cargo and $6.18 per passenger per 1,000 miles) resulting in appgregate
savings of $86,000,000 in fiscal year 1952.

The Department of the Army has completed a world-wide survey of
its military pay procedures. This survey will be used as the bagis
for making the changes necessary to provide more simplified procedures
and better control of military pay expenditures.

The Military Departments have adopted new procedures with respect
to payments to allottees such as the American Red Cross for repayments
of servicemen's loans and private insurance companies for servicemen's
insurance. The new procedures will result in payments to such allottees
on a monthly consolidated basis with a single check and a listing of
allotters replacing the former individual checks for each allotter and
allottee. Departmental estimates reveal an annual saving in checks issued
aggregating five million;. 1,140,000 in Navy, 2,600,000 in Army and
1,400,000 in Air Foree: In addition, further savings will be realized
by the allottees, banks and the Treasury Department in processing the
checks and in the (eneral Accounting Office in reconciliation of accounts.

Agreement has been reached between the Department of the Army and
the (General Accounting Office whereby the Army would have complete access
to original vouchers in possession of the General Accounting Office and
filed at the Army Audit Branch. As a result the Army was able to
realize the savings in eliminating its duplicate set of files comprisiag
gome 25,000,000 vouchers and occupying some 40,000 square feet of
storage space.

Other minor improvements made in the Defense Department includes the
adoption of uniform formsg for the use of all military departments with
resultant savings in reproduction, stocking distribution and preparation.
Some of the more important of these forms include the Military Pay Record,
Uniformed Services Meal Ticket, and Military Payroll Certification Sheet.
In addition, other simplified forms were approved for use of individual
services.

A study has been made toward development of a uniform procedure for
use of all military services for reporting transportation refunds. The
procedure is belng coordinated in the services and is to be issued
shortly. It will locallze transportation payments and collections for
each department in one account and will eliminate considerable cor-
respondence between the General Accounting Office, the military depart-
ments and disbursing officers.
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The Department of the Army requires disbursing officers at the
large military establishments to segregate and submit their disburse-
ment vouchers to the General Accounting Office by five major voucher
categories--contract, travel, military pay, civil pay and miscel-
laneous or all other--together with separate schedules of disburse-
ments for each category. The Departments of Air Force and Navy are
also giving consideration to the same procedure. This procedure
eliminates the grouping of vouchers by the categories noted and
subsequent reassembly heretofore done in the General Accounting
Office with little or no additional work on the Department of the
Army, and facilitates audit action where selective measures are
employed.

Consideration is being given to the use of a simplified Account
Current for all disbursing officers of the Department of Defense.
Since all fund and appropriation accounting is now reported in the
accounts of settlement officers, reporting of transactions in the
new individual account current will be limited to categories such as
disbursements, collections, transfers, deposits, ete. Substantial
savings should result from the simplification of preparation and the
elimination of much detailed information,

A gimplified military pay system for Air Force civilian com-
ponents (National Guard and Reserves) is now being operated on a
test basis. The new system is based on the use of & military pay
record card similar to the uniform card now used by all servicesg for
regular military payrolls. The new procedure simplifies and expedites
preparation of payrolls and provides the basisg for a more efficient
audit applicable to on-site procedures,

Provisions for internal control including internal audit
developments., In the area of contract auditing, one of the major
accomplishments was the publication of a substantial portion of the
Contract Audit Manual which prescribes uniform auditing policies and pro-
cedureg for use by the audit agencies of the three military departments
in the performence of audits of procurement contract costs and other
related assignments.

Another significant development in the contract audit area Ilnvolved
the placing of emphasis on the desirability of approaching such audits
from the standpoint of appraising the reliabllity of the contractors!
internal controls and accounting practices rather than concentrating
in all cases on a detailed audit of all transactions. The application
of ‘this new approach requires the recruiting of well-trained supervisory
personnel who have a background of diversified experience, as well as
the re-education of present personnel, Although this approach has been
initiated, it will be some time before the full benefits of fewer audit
hours per contract and the resulting better relations with contractors
will be realized. Because of the overwhelming workload in this area, the
more elfective utilization of available manpower resulting from ap-
plication of this technique is essential.
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Work is progressing on the development of a statement of contract
cost principles which, it is hoped, will be applicable to all types of
contracts.

In the purely internal audit area, continuing emphasis has been
directed toward establishing a comprehengive internal audit program
in the Army, havy, and Alr Force. This involves a departure from the
. cugtomary practice in the past of approaching euditing purely from the
gtandpoint of verification of the accuracy of individual saccounts.
Instead, the objective is to appraise the internal controls, accounting
‘systems, and business practices of an installation as a vhole in order.
to provide management with information to aid in the making of the most
intelligent operating decisions.

The importance of the application of internal audit to financial
aspects of the procurement process has been recognized since late in
1951, because of the tremendous amount of dollars involved and the im-
portance of the logistical function. This area will continue to be
accorded highest priority by the Department of Defense internal audit
group. At the beginning of the year no internal audit of procurement
activities was performed by any of the audit organizations within the
Departument of Defense. All three of the component departments have
now initiated audits involving procurement activity. The Army Audit
Agency is engaged with an examination of procurement transactions in
the third largest technical service, the Signal Corps. Regponsible
liaison is being maintained with General Accounting Office personnel
supervising the comprehensive audit of another technical service. The
Auditor General of the Alr Force is currently engaged in a similar
review at its main procurement center, Wright-Fatterson Air Force Base,
and is initiating plans for covering procurement activities at base

level. The Navy audit program likewise encompasses this phase of business

operations of each orgsnization sudited.

The reorganizatlion and expansion--not only physically, bub con-
ceptivewlsge as well--of internal audit agencles within the department
currently in progress signifies serious concentration. The Navy bas
established regional internal audit offices so ar to more effectively
cover its installationsg. The Army is testing a plan to eudit posts,
camps, and stations through the use of centralized regional audit staffe
in lieu of the assigmment of permanent resident suditors. If ‘this plan
is successful. there are indications that it will result in a substantial
reduction in manpower. The Air Force 1ls making plans for a test to
determine the feasibility of auditing its alr bases on a comprehensive
basis instead of by individual accounts as is presently the practice.

In this srea, as in contract auditing, the scarcity of highly qualified
personnel 1s one of the principal deterrents to more rapid progress.

Corps of Engineérs (Civil Tunctions), Department of the Army.

(Note: Since the public works nature of programs and activities
carried out as civil functions of the Corps of Engineers, Department
of the Army, involves approaches, factors and other considerations
unique in the accounting systems developmental and improvement work
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'balng'caxrled'du%'generally in the Department of Defense, separate
presentation is made in thls report of accounting developnents under-
ey in the Corps )

The Corps of Englneers has undértaken a plan to change its pro-
gramming and budgeting processes with respect to its civil Tunctions
activities, and to revige its agcounting system and procedures. One
of the prlncipal objéétives ‘of the plan is to more clogely correlate
the programing, budgeting and accounting for the civil functions
activities. Toward meeting this objective charts of feature and cost
classifications have been prepared for use in both estimating and
accounting. The classifications which have been defined are designed
for work and activities under budgetary categories approved by the
Bureau of the Budget, thereby furnishing cost accounting support for
programs and budget presentations. A plan of statement and schedule
reporting has also been developed which will give the Bureau of the
Budget and the Congress a projected program of work planned and a
reporting on cost progredgs and use of sppropriations..

Accounting for costs and appropriations will be integrated by
reflecting cost and the expenditure of appropriations in the accounts
on the same accrual bagis when goods and services are received. Upon
installation this arrangement will relate fund control with the cost
accounts which will be used to measure accomplishment of work per-
formed under programg for use of funds appropriated. Other planned
features of the system include accounting for expendable and non-
expendable property in the integration of cost and appropriation
accounts, full utilization of the accrual basis of accounting for
receivables and payables, simplification of budgetary processes and
accounting operations, and development of appropriate financial re-
ports for the Corps programs and activities.

The Chief of Project Programs Branch of the Planning and Develop-
ment Division together with representatives of other parts of the
Office of the Chief of Engineereg and of Division and District offices
have diligently pursued the development of the program and budgeting
aspects of the plan. The Chief of Ingineers has provided for the
establishment of a branch in the Engineering Division of each Division
and District office of the Corps, to be responsible for the program-
ming of all civil works activities of those offices and the preparation
of data to support the Departmental budget. To carry forward the
accounting and related phases of the plan a chief of Systems and Procedures
unit has been appointed in the Washingbon office of the Bngineer Comp~
troller. The Corps intends to have its 1954 construction budget presented
on the revised basis under a new appropriation pattern and have the
other part of its budget on the reviged bagis in future ycars. It has
established the date of July 1, 1953, as the date for accomplishing
changes in its accounting system and procedures.

0
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DEPARTMENT OF THE INTERIOR

A significant feature of progress in the Department has been the
extent to which the developmental and improvement work of prior years
has culminated this year in full-fledged, "golng-concern" systems of
accounting which received the formal approval of the Comptroller
General or were made ready for such approval. The systems of South-
western Power Administration, Southeastern Power Administration,
Bureau of Indian Affairs, Alaska Road Commission, Trust Territory of
the Pacific Islands, Government of American Samoa, together with a
comprehensive manual of principles, standards and minimum requirements
of property accounting and control for department-wide application,
are 1llustrative of such progress.

In general, these systems incorporate and apply, with appropriate
modifications to fit the unique and greatly diversified programs and
activities involved, such basic concepts and principles of the Joint
program as decentralization of accounting operations to centers of
management responsibility, accrual basis of accounting fused with
simplified obligation control, common classifications of accounts for
programming, budgeting, accounting and reporting, accounting control
of property, and the integration of cost accounts with budgetary
accounts to provide for the presentation of budgets on a cost basis
reconciled to fund requirements on an obligation basis. These develop-
ments, as well as other specific lmprovements made throughout the
Department during the past year, are presented more fully below,

Alagka Road Commission

A complete accounting manual setting forth, among other things,
the basic principles and concepts, classifications of accounts and
related procedures and requirements for the Commission's accounting,
was developed during the year. Installation of the system was begun
July 1, 1952,

Cogts. Cogt accounts under the new pystem are designed to reflect
the activities and the types of construction work carried on by the
Alaska Road Commission., HExpenditures are accounted for on the accrual
basis., Clear distinctions are drawn between cepital outlays and
expenses. The cost accounts are spet up to show the values of services
and materials consumed or applied.

Property., The Manual of Accounts provides for accounting of both
expendable and non-expendable properties, The detailed property accounts
are to be kept by the Supply Division and controlled by general ledger
accounts maintained in the Finance Department. Principles have been
egtablished as to what expenditures are to be capitalized and what
expenditures are to be charged off as current operating expenses, These
principles were adopted from the departmental Property Accounting Manual.
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. Receivables and payables. A procedure for billing and collecting
has been egtablished whereby all charges to other Governmental agencies
and outsiders will be billed when services are performed. Payables are
recorded under the accrual principle of accounting.

Accounting in relation to program plenning and budget presentation.
The accounting is set up on the same basis as the program planning and
budget presentation. A consistent classification is used for all of
these phases. Programming end budget presentation is set up on a cost
basis with a reconciliation to total fund requirements, taking into
consideration any outstanding contracts at the end of accounting
periods.

Accounting in relatlion to program and budget execution. The Alaska
Road Commission has a system of allotment accounts which control obliga-
tiong within available funds. The allotment accounts are used for fund
control purposes and no attempt is made to analyze allotment ledger trans-
actions as to the type of actlivities., All large contracts are required
10 be prevalidated by the fiscal officer before they are released to
contractors and suppliers.

Agency finencial reporting., Reports prescribed in the Accounting
Manual include (1) status report on appropristions, (2) a construction
cost and progress statement which sghows a comparison of the construction
program for the current year and ‘total to date with the actual costs
for the same periods, (3) statement on operation and maintenance of
roads which is prepared as a normpl reporting function. Other finan-
cial statements can be prepared, such as balance sheets, statement of
particular assets, etc.

Simplifications and related improvements. Under the system used
prior to 1952, the Alaska Road Commission allotted funds for each
particular phase of work or work-order as well ag allotments to clearing
accounts, ete. An attempt was made to obtain all cost information from
the allotment account. Thig resulted in numerous changes in allotment
balences. Under the new procedure allotments are reduced to 2 main
funetions which are construction and operation and maintensnce. A
system of work orders has been esgtablished to accumulate cost accounts.
This has resulted in reducing the allobtment accounts from several
hundred to 2 accounts.

Bureau of Indian Affairs

Installation of a completely revised system of accounting for the
Bureau of Indian Affailrs was started as of July 1, 1952, Final draft
of the manual is now being written preparatory to the submission of the
system for the formal approval of the Comptroller General.
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Organization and staffing. The Bureau's accounting staffs in the
T"agshington and field offices have been reorganized within the framework
of the new accounting system. This organization of system and staff is
depigned to serve the requirements of progrem mansgement, budgeting,
end asccounting more adequately. '

The activities of the Bureau are supervised from the Central Office
in Washington. Management end accounting are decentralized to eleven
aresa Offices and to fifty-two field agencies at the operating level,
reporting to the Ares Directors,

To accomplish its progrem activities, the Bureau operates LOh gchools,
63 hospitals, 110 irrigation projects, office buildings, warehouses,
power plents, garages and machine shops, telephone and radlo services,
mugeums, and a large quantity of sutomotive, construction, and other
equipment, and employs over 11,000 people. From tribal funds, of which
the Bureau is trustee, many enterprises are operated, including sawmllls,
coal mines, canneries, llve stock and farming, loans and banking, native
arts and crafts industries, etc.

The accounting system is set up for financial control of all of
these programs, activities, and enterprises through accounts which are
flexible enough to allow for any expansion or contraction that may ocecur.

Costs. Because the activities of the Bureau are extremely varied,
costs must be accumilated in meny ways. For example: the cost accounting
for the 63 hospitals operated by the Bureau parasllels the system promul-
gated by the Americen Hospital Assoclation, and the accounting for the
more than four hundred schools is patterned along similar lines; costs
for sawmills conform- to the standards set by the lumbering industry;
costs for electric power production and sale seatisfy the requirements
of the Pederal Power Commission, while those for irrigation are in
gimilar form; costs for construction of roasds end bulldings are predi-
cated on recognized standards for those industries; other cost systems
are "tailor.made,"

The cost accounting is based upon the needs of the menagers of the
various activities in order to assure adequate information and control.
Tuture budget requests wlll be baged in part upon historical costs, as
developed by the accounts, and in part upon estimated costs of future
programg, and will be expressed in terms of the accounts provided by
this system, The financlal reporting includes reconcillation of acerued
expenditures, obligations incurred, and unobligated balances to agree
with appropriations and allotments.

This cost accounting system provides a tool for budgeting, and
accounting control of great ifmvediate value and of increasing iwport-
ance to management as ltg potentials are fully utilized within the
Bureau,
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Property. The Department of the Interior has established policies
and standards for the control of property. The Property Branch of the
Bureau of Indien Affeirs has issued a manual in conformance with the
Departmental policles and standards. This manual covers the procurement,
physical control, and eccountebillity for property. The Accounting
Manual prescribes accounting procedures for property control, supple-
menting the Property Manuul, Property controls include: perpetual
inventory records, verificd by periodic physical inventories, purchasing
end receiving records, and use and disposal records. Policles regarding
capitalization and depreciation, where appliceble, have been established
and are reflected in the sccounting wanual,

Receivables and payables. The new accounting system provides for
the recording of income and revenues, as éarned, and for recording
expenditures, as services are rendered or property received, with the
gimultaneous esteblishment of accounts receilvable and payable, in
accordance with the principles of accrual accownting. Registers are
provided as books of original entry for this purpose and as sources of .
sumary postings to general ledger control accounts. Subsldiary ledgers
and files of uncollected bills recelvable and vendors® involces payable
are among the controls provided for receivables and payables.

Accounting in relation to program snd budget presentation. The
interlocking relationship of the program plan, the budget and the
resulting costs, is the foundation of the new accounting system. The
gystem provides information for preparation of a business-type budget,
and the accounts are classified so that the finencial statements may
be prepared from them with ease. Most importently, these financial
statements and reports will not only disclose the flnancial condition
and results of operations, but they will also cowmpare these results
with program estimates, give management a tool for measuring the
progress of thelr programs and the effectiveness of thogse administering
them, and provide an accounting basls for determining the accountability
of employees,

Accounting in relation to program and budget execution. ‘'The new
accounting system is completely integrated, and the accounts provide
controls over property and costs, income and expenditures, eppropria-
tions and funds. The system also provides controls for compliance
with the many laws and treaties affecting transsctions with Indian
trives and individuals,

The relationship between program and budget execution, besides
being a basle concept sround which the system was created;, is clearly
defined in the Manual and expressed in the prescribed financlel state-
ments and reports. Performance may be compared with the program by
comparing actual expenditures with the budget, as shown in the reports.

Agency financial reporting. Reports to be rendered for each account-
ing entity, where applicable, include e monthly status of eppropriation
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report, periodic operating statements, construction cost statements,
comparative balance sheet, and related supporting schedules.

Simplifications and related improvements. Improvements resulting
from the installation of the new accounting system include: waterial
reduction in number of allotment ledger accounts maintained by change
of level of control from sub-activity level to primary activity level;
decrease in volume of general ledger postings by sumusary postings
from registers instead of from individual documents; greater accuracy
of financial statements by subgtituting the accrual method for the
obligation method of accounting and reporting; creation of a "coumion
denominator"” type of financial reporting suitable for use in program-
ning, budgeting, ménagement, and finance; increase in gpeed of processing
payments to vendors, thereby reducing backlog of unpaid bills; simpli-
fication of accounting for '"no-year" funds by adoption of accrual method
of recording expenditures; and simplification of scheduling deposits
t0 the Regional Digbursing Officer by eliminating the listing of
remitters' names on the collectlion documents and sgubstituting therefor
a one line entry, made possible by the maintenance of the detalls in
cash receipts registers,

Provisiong for internal control including internal auvdit develop-
ments, The accounting system includes procedures for the control and
flow of documents which specify a work flow and bases of internal con-
trol. Other procedures in the manual are based upon sound principles
of internal control, such as cash receipts and disbursements, stores
end property inventories, purchasing end receiving, disposition of
property, and others. ‘

Bureau of Land Management

Representatives of the Bureaun, the (ffice of the SBecretary and
Accounting Systems Dlvision, General Accounting Office, are presently
engaged in developing an improved system of accounts and releted proce-
dures. Completion of the manual of accounting procedures and related
requirements under the system is scheduled for January 1, 1953.

Costs. The system being developed provides for the acerual principle
of cost accounting. Cost accounts are belng developed, to the extent
necessary, to assist menagement in evaluating the progress of the budget
and program. Requirements for a classification of expenditures for
activities of a construction nature, such as road construction, are to
be included in the final development of the cost accounting system,

Property. As of October 31, 1952, the Bureau went on a perpetual
inventory control basls. Physical inventories in all reglonal offices
were taken during the filscal year 1952, with the exception of the Alaska
Region, All property, including inventories of expendable items, has
been documented and controls established in the general ledger. The
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unit accountability policy as provided by departmental order is adopted
for use throughout the Bureau, The Bureau has adopted the policy of
pricing all accretions and issues at cost. .

Receivables and payables. Accounting for receivables has been
decentralized to the operational level. The preparation of bills and
the collection of revenue are handled at 82 land and survey, forestry,
and regional offices. The field offices of the Geological Survey also
prepare bills and collect revenue for the Bureau on mineral producing
leases. Accounts payable are decentralized to the regional office.

At the present time the Bureau is not on an accrual basis; however,
the new accounting. system in process of development provides for the
accrual principle.

Accounting in relation to program planning and budget presentation.
Programs are developed on an annual basis for all reguwlar activities.
Other activities, such as road construction and the Missowri River
Basin Project are on a six-year plan. The accounts support the program
planning and the budget presentation through the system of allotment
accounts. At the present time, the programs, budget, and the allot-
ment accounts are on the same basis. The present plans for the new
pystem provide for program planning, budget presentation and perform-
ance to be integrated through an improved cost accounting system on
the accrual basis. ‘

Slmplifications and related improvements. Two procedural improve-
ments have resulted in an estimated savings of from 12 to 15 man years.
The two improvements are (1) the elimination of the mainteénance of
100,000 formal accounts receivable, gubgtituting therefor copies of
the unpaid bills, and (2) elimination of the maintenance of detail lists
of 10,000 lease applicants who have funds oh deposib with the Buregu,
utilizing in lieu thereof copiles of receipts.

Present plans under the new system provide for the decehtraliaatibn
of the general ledger to the regilonal offices Btarting January 1, 1953,
with a completion date of July 1, 1953, \ Lo |

Provisions for internal control including internal audit develop-
ments., An internal audit stafl has been egteblished and is now engaged
in a comprehensive audlt of the Bureau's records and activities.

Bureau of Mines

A gurvey of gelected offices of the Bureau of Mines has been com-
pleted with repregentatives of the Office of the Secretary and the Bureau
of Mines to determine improvements necessary to coordinate, through an
integrated system of accounts, the requirements of management for
budgeting, programming and financial reporting., The survey report
includes recommendations for the adoption of the acerual principle of account-
ing; developmnent of cost accounting to meet the needs of managewsnt for
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evaluating program progress; integration of requirements for budget-
ing and programming with the accpunts, development of the general
ledger, subsidiary asccounts, and the related procedures to conform
to the activities of the Bureau; and approprlate decentralization of
accounting 0perations.

The recommendations in the survey report have been agreed to by
the Director, Bureau of Mines, and development of the system is pro-
ceeding accordingly. o s :

: (

Bureau of Reclamation

During the calendar year 1952, the Bureau of Reclamation continued
to make refinements in the accounting system which has been previously
approved by the Comptroller General, The basic improvements made during
this year were:

1. The adoption and installation of depreciation accounting
in all projects having power facilities, This includes
utilization of property, establishment of rates, and the
adoption of regerves.

2, Practically all construction cost incurred prior to the
adoption of the new system has been reclassified to the
appropriate plant in service amccount, This brings the
gygstem completely in line with the Federal Power Commis-
sion requirements and other requirements prescribed by
the General Accounting Office,

3. The Bureau of Reclamation isgued its firgt consolidated
financial report which shows the investment of the Govern-
ment and different types of facilitles, and the amount
returned to the Treasury and the resulting investment of
the United States Govermment for the period ended June 30,
1952.

Figh and Wildlife Service

Work on lmprovement of the accounting system of the Fish and Wild-
life Service was commenced on November 18, 1952, by representatives of
the Department, the Service, and GAO, Steps are being taken to survey
the organization, management, and activities to determine vhat wodifice-
tions and improvements are necessary to provide an lntegrated gystem
of programming, budgeting, and accounting control and reporting. A
plan is to be prepared and recommendations submitted for approyal by
the Department, the Service, and the General Accownting Office, In
collaboration, the representatives of these three agencies will then
proceed with the development and ingtallation of the approved gystem,
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Govermment of American Sewoa, Office of Territories

A complete accounting system was developed and installed during the
calendar year, This systew was formally approved by the Comptroller
General July 15, 1952.

Costs., Costs of producing farm products, electricity, water and
telepﬁaﬁgj'housing, transportation and other services are developed on
a monthly and cumulative basis under the new system., Functions previously
performed and charged as an overall expense to the Public Works Division,
have been s0 re~organized as to ensble the accounting office to allocate
costs of such operations to the department receiving the gervices,

Receivables and payables. General ledger controls are maintained
over receivables for telephone, water, transportation, electricity,
housing, sales, customs, dock-facilities, etec.

Approximately 90% of all purchases are acquired through the General
Services Administration, San Francisco, with which agency a substantial
cagh-advance ig maintained. Values of shipments are applied by General
Services Administration against funds advanced, and an advance-invoice
mailed. Replenishment of the advance-fund is made as required. Goods
gochipped and applied against cash-advance are charged to "goods in
transit." When such goods are received, "goods in transit" are credited
and inventories in the nine warehouses charged. All goods are carried on
the warehouse inventory records, and charged to the appropriate depart-
ment or project when isgued. All other small items of "payables" are
recorded as such in the general ledger which 1s a control over documents
in the "accounts payable" folder, :

Accounting in relation to program planning and budget presentation,
Uniform clagsification is used for progiim planning, budgeting, and
accounting, making it possible to prepare reports showing what was
planned and vhat was accomplished., The system provides for a classifi-
cation of accounts to reflect the activities carried on by the
Goverrmment of American Samoa,

Agency Tinancial reporting. Monthly reports are made to execubive
and appropriate departmental heads showing cumulative costs, unliquidated
obligations, and unobligated allotments,

Southeastern Power Administration

The accounting system of the Southeastern Power Aduinistration was
formally approved by the Comptroller General November 17, 1952,

Costs., The cost accounting system is integrated with the general
systen, Cost accounts were developed on the acerusl principle to neet
the specific needs of the Administration and were based on the requirements

of the Federal Power Commission, The system provides accounts for the
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congtruction, operation and meintenance, and the comumon service activities.
The cogt accounts are integrated with the budget and program clessifica-
tiong, DBecause of the common denominator relationship to the program

and budget classifications, the accounts provide control and evaluation

of the program.

Property. All property, including expendable and non~expendable,
hag been documented and controls established in the general ledger. The
unit accountability policy as provided by departmental order and as
amended by the requirements of the Federal Power Commisslon is adopted
for use throughout the Administration. The perpetual inventory principle
hag been adopted for all branches of operations. A physical inventory
ig taken at least once a year. Issues of expendable items are at average
cost. Depreciation of plant in gervice is by the straight line method
ubilizing the composite life basis.

Receivableg and payables., The receivableg and payables sve on the
accrual basis. Books of original entry, the Accounts Recelvable Register
and the Accrued Expenditures Register, were developed to record all
recedvable and payable transactionsg. Procedures were included in the
accounting manual to provide for the details of entry into the registers,
and the month-end summary posting of the register eantries into the
general ledger,

Accounting in relation to program planning and budget presentation,
The accounts, programs, and budgets are on a common basgis. The budget
claggifications, as presented to Congress, are gupported in detail by
the accounts., A gystem of fund control is in operation and provides
allotments accounts to control obligations et the appropriation main
activity level.

Accounting in relatlion to programs and budgwt execublon, The pro-
gram is controlled through [inancial sletements showing accrued expenditures
in relationship to the program estimates., Tunds are controlled by the
prevalidatlon and posting of obligations to the allotment accounts, The
allotment accounts are maintained by eppropriation primary activities.

Apency Tinancial reporting. Financial reports are submitted to
wanegeucnt officials at the end of each month. The reports are subwitted
in corporation form and present the status of funds, program progress of
the congtruction, operation and maintenance, and other activities, and
the Tinanclal condition, as evidenced by the trial balance and balance

ghect,

Slwplitications and related improvements, The procedures in the
e nia p;uVldu for the grouping of accounts payable documents, such as
invoices, receilving reports, and purchase orders, into one payable jJacket
Tor aach vendor, This procedure has greatly reduced the number of indivi-
duad dtews procegsed for payment, Prilor to the installation of the new
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system each invoice was processed separately, regardless as to whether
applicable to the same vendor. The processing of vendors' invoices in
lieu of Standard Form 1034 has also saved much time end effort.

Provigions for internal control including internal sudit. Since
the installation of the new accounting system and extension of compre-
hensive audit by the General Accounting Office, an internal audit staff
has been added to the Adminigtration.

Southwestern Power Administration

Costs. The new accounting system, as approved by the Comptroller
General on July 3, 1952, includes an integrated cost accounting system
developed on the accrual principle, Cost accounts are provided for
construction, operation and maintenance, and the common service activities.
Cost accounts are integrated with the budget and program classifications
on a common denominator basis,

Property. Controls have been established in the general ledger for
all property, including expendable and non-expendable items. In accord-
ance with departmental order and requirements of the Federal Power
Commission the unit accountability policy is followed. All branchesg of
operations are on a perpetual inventory control basis with physical
inventory taken at least once a year, Issues of expendable items are at
average cost. Depreciation of plant in gervice is by the straight line
method utilizing the composite life basis,

Recelvables and payables. The receivebles and payables are recorded
in books of original entry, the Accounts Recelvable Regigter and the
Accrued Expenditures Register, with month-end summary posting of the
register entrieg to the general ledger. The accrual basis 1s utilized.

Accounting in relation to program planning and budget presentation,
Because of the "common denominator" basis used for accounts, programs,
and budgets, there is full accounting support for the budget. Obligations
are controlled at the appropriation main activity level through silotment
accounts,

Accounting in relation to programs and budget execution. Financial
statements showing accrued expenditures in relationship to the program
estimates provide a basis for program control, Fund control is had through
prevalidation and posting of obligations to the allotment accounts. The
latter are maintained by appropriation primary activities,

Agency financial reporting, Monthly financial reports, submitted in
corporatlon form to management offlciels, present the status of funds,
program progress of the construction, operation and maintenance, and other
activities, and financial condition,
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Simplifications and related improvements. Through grouping of all
accounts payable documents into one payable jacket for each vendor, the
number of individual 1tems procegsed for payment has been greatly reduced.
Formerly, each invoice was processed separately. Using vendors® invoices
in lieu of Standard Form 1034 has also resulted in savings.

Provigions for internal control including internal asudit. To pro-
vide proper internal control certain functions have been relocated under
the financial organization, As an illustration of this, the processing
of payables prior to the new system was done by the Purchasing Division,
This function is now located under the finance organization.

An internal audit staff has been established.

Trust Territory of the Pacific Islands, Office of Territories

In collsboration with officials of the Department of the Interior,
Weshington, and the High Commlssioner end the Director of Finance and
Supply and others concerned, both at headquarters (Honolulu) and in the
field, an accounting system was devised and installed effective January 1,

1952, :

Costs. The new system provides for the development of Departmental
costs such as public health, education, welfare, administration, etc.
The cost accounts are consistent with the budget classification,

Receivables and payables, Control over accounts receivable and
payable were established by use of registers and other books of original
entry with individual accounts controlled by general ledger accounts,

Accounting in relation to program plamming asnd budget preparation.
Uniform clagsification is used for program planning, budgeting and
accounting, making it possible to report upon programs planned and
accomplished., The clasgification of accounts was designed to reflect
the activities carried on by the regpective departments of the Trust .
Territory. : ‘

Agency financiael reporting. Monthly reports are made by the Office
of the Director of Finance and Supply to executive and appropriate
departmental heads showing cumulative costs, unliquldated obligations
and unobligated allotments,
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DEPARTMENT OF JUSTICE

Administrative Division

A detailed survey of the administrative organization and financial
management of the Department ®s Administrative and Legal Activities by a
survey group consisting of persomnel from the Department, Bureau of the
Budget and General Accounting Office, has been completed and submitted
to the Administrative Assistant Attorney General together with specific
recommendations.

Miscellaneous improvements made during the year include the
strengthening of internal control over the preparation and processing
of payrolls and distribution of payroll checks, and the adoption of
an improved time and attendance reporting procedure throughout the
Legal Divisions which has eliminated a six month backlog of leave
recording that existed under the former system.

Federal Bureau of Investigation

As of January 31, 1952, the Federal Bureau of Investigation took
over the operation of their general ledger; the examination and schedul-
ing of their vouchers including transportation; and the maintenance of
related files, from the Accounts Branch, Administrative Division,
Department of Justice. The Bureaw had been performing their own allot-
ment accounting and payroll preparation for several years. These improve-
ments have permitted the performance of accounting functions at the
Bureau level of operations thereby affording the Bureau with timely
information and permitting the Bureaun to perform reconciliations of
their account current, allotment ledger, and other records and exercise
better financial control over their operations without repetitive ac-
counting. In addition, the processing of vouchers has been expedited
by an estimated twenty-one days.

Bureau of Prisons

Cost reports covering operations such as cullnary and farming were
revised and streamlined to provide better information for management
purposes at operational and central levels. This included consolidation
of cost data into fewer reports (from twelve to two) and provision for
utilizing cost reports in obtaining an annual report without the neces-
sity of special analyses.

Studies are beiﬁg made to develop improved procedures relating to
commissary and inmate funds, procurement, institutional budgeting and
plamning, and property management.
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Immigratlon and Naturalization Service

A completely new decentrallzed accounting system, developed in
accordance with the principles and objectives of the Joint Accounting
Improvement Program, was installed in the sixteen District Offices and
the Central Office as of July 1, 1952. .

Organization and stafflng As of March 28, 1952 the Service was
reorganized. The organizational divisions and the eight activities
approved by the House Appropriation Committee now more nearly coincide
with each other. Crossing of organizational and activity lines for
the accumulation of budgetary support has been reduced to a minimum.

Costs. As of July 1, 1952, a revised and ilmproved Motor Vehicle
Management Program was put into operation. This program consists of
three parts, (1) vehicle preventative maintenance, (2) cost of vehicle
operation and repairs, and {3) cost of operating Service facilities
used for maintenance, wvepair and storage of motor vehicles. An lunvest-
ment of over $2,000,000 in motor vehicles with an annual meintenance
cost of approximateély $500,000 is involved. The program was developed
according to the provisions of General Services Administration, Personal
Property Regulation No. 24. Ode of its grincipal aims is to establish
procedures to provide cost data relating’to the program, to be used for
management, statistical and reporting purposes. It is contemplated
that ultimately this procedure will be developed intp a cost accounting
system and integrated in the general accounts.

Also, cost accounting developments are contemplated for detention
facilities, border patrol, training school and other programs for which
cost data wzll serve management purposes. . . :

Property. A detailed survey has been completed and a system is
being developed covering property inventory and acccunting for both
expendable and non-expendable ltems.ﬁ .

Receivables. The revised system of billing, collecting, accounting
for and depositing of money put into effect in all Districts October 1,
1949, has been further revised and incorporated in the new accounting
system. All amounts due the Service including reimbursements, refunds,
deposit and trust fund money and general fund receipts that are stated
on bills are reflected in control accounts in the general ledger.

, Accounting in relation to program planning and budget presentation.
Procedures for accumulating obligation cost by activities, by object
class, for budget support, put into effect in September 1951, have been
refined and integrated in the new accounting system. By means of state~
ments taken from the books of the Disgtrict Office level and consolidated
in the Central Offi¢e direct support with a minimum of distribution is
obtained for budget presentation.
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Accounting in relation to program and budget execution. Under the

new system, necessity for repetitive recordation has been eliminated,
since allotment of obligational authority and advance of funds are

controlled through reciprocal funding accounts. Responsibility for the
control of allotments and obligations has been delegated to the District
Office level and, in necessary cases, redelegated to sub-offices.
Placing the responsibility for the control of obligations and funds in
the personnel responsible for execution of the programs of the Service has
resulted in the location of controls at the same level of responsibility
as the primary preparation for budget support and justifications.

Agency financial reporting. The new system provides that statements
and reports taken from the District Office accounts at stated intervals
will be submitted to the Central Office for consolidation and use for
general management, budgeting and reporting purposes. The most important
of these statements are obligations incurred through the current month,
obligations incurred through the fiscal year, summary of allotment ledger
totals, and statement of general account balances. In addition, there
are other statements and reports dealing with reimbursements billed and
collected, reconciliations of various types, and payroll data. The
system, likewise, provides for several statements for use by“the District
Office management. )

Simplification and related improvements. The new system has elimine
ated the necessity for transmitting approximately one hundred fifty
thousand documents from the District Offices to the Central Office,
resulting in considerable savings in both time and personnel. As an
example, the fiscal office of the Central Office has been reduced from
53 people to 23, without any increase of fiscal personnel in the Dlstrict
Offices. There has also been a corresponding reduction of machine as
well as man hours devoted to fiscal work in the tabulating section which
under the centralized system performed substantial fiscal work.

It is estimated that personal service savings in the fiscal section
of the Central Office are approximately $130,000 per annum. There are
also savings in mailing and tabulating cost estimated at approximately
$20,000 per annum.

Provisions for internal control including internal audit. Under
the new decentralized system there is a Funding Control Account in the
Central Office with each District Office which reflects the transfers
of obligational authority; appropriation reimbursements billed and non-
billed collections; and funds advanced. Through these accounts the
Central Office controls funding transactions for each District. Other
controls provide for certification as to the availability of funds on
obligating documents prior to issuance except in the case of known re-
curring obligations where the use of a Miscellaneous Obligatiocn Record
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for the best available estimates is employed. Control has also been
provided by such devices as list of authorized strength by positions
approved annually in advance and subject to change only with Central
Office approval. While an internal audit program has not yet been
developed primarily due to lack of trained personnel, this phase of
the program is contemplated in the very near future.
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DEPARTMENT OF LABOR

Costs. The Bureau of Employees' Compensation established a time
reporting system for developing costs by program, function and organi-
zational units for the bureau menagement staff and budget reporting.
Also, a time reporting system was installed in connection with the
all-bureau visual exhibit program to control participation in the
program. ‘

Property. A property management and accounting survey has recently
been made Jjointly by General Services Administration and General Account-
ing Office., Recommendations have been discussed with the department and
implementation will be made to improve the utilization and eccounting
for expendable and non-expendable property.

Accounting in relation to program planning and budget presentation.
Activity classifications for budget were chenged to conform more accurately
with the orgenizational set-up of the department, thereby lending assist-
ance to the development of the annuel budget from the assignment schedules
of personnel by organization.

Accounting in relation to program and budget execution. Quarterly
apportionment requests from the bureaus of the department are supported
by schedules showing planned obligations by activity and obJect. These
are used by the departmental budget office for comparison with subsequent
obligation reports. ‘

; Simplifications and related improvements. Mechanization of the pay-
roll operation in Wage end Hour Division resulted in savinge of 2 man

years plus overtime estimated at $10,000 annually. Procedure established
for using accomplished schedules of disbursement as the basis for posting
expenditures in accounts resulted in decreasing error factors and sim-
plified reconciliation of D. 0. accounts current. 8Simplifications in
accounting for the Employees' Compensation Fund were made possible by

the enactment of Public Law 452, 82nd Congress, providing for an indefinite
general appropriation in lieu of an annual appropriation for financing

the Fund.

Other improvements. The method of handling transactions processed
through the accounts for working fund advances for central stores opera-
tion was changed thereby reducing the number of allotment ledger accounts
from 17 to 1 for this operation. In the Bureau of Labor Statistics,
where about 40 working fund advance accounts are in use, three clearance
limitation accounts were established to simplify the handling of admin-
istrative overhead charges representing facilitating services not
gpecifically identified.
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POST OFFICE DEPARTMENT

Organization and staffing. On January 1, 1952, the Asheville Office
was deactivated, except for the completion of the audit of the old paper-
style money orders and certain other minor operations, and the operations
and personnel transferred to the twelve regional accounting offices and
to headquarters in Washington. Initially, operations were performed in
the same msnner as before except that consolidation of postmasters'! ac-
counts were accomplished by use of punch cards instead of multi-register
bookkeeping machines. Gradually, changes have been made to increase the
utilization of the punch cards and to eliminate duplicating operations.

Certain realigmment of functions as between bureaus was simultan-
eously made so that the majJor accounting and auditing responsibilities
were transferred to the Bureau of Accounts. In most cases, personnel
who had been performing these operations were also transferred.

Costs. Costs of certain operations have been computed from epecilal
studies and reports. A system of reporting personnel and machine time
utilization and production 1s being installed in the regional accounting
offices. Experimental work is progressing on the unit factor system,
whereby the major functions of a post office are reduced to a common
work unit and total work units produced compared with the productive
man-hours expended, which indicates its possible use in comparing
relative efficiency of most offices.

Property. Procedures covering the physical control, and distri-
bution of equipment and supplies are being studied and revised. Quan-
titative inventory records are being standardized and simplified. With
all inventories under accurate quantitative control at storage and
supply points; the application of financial control will be facilitated.

Receivables and payables. Each category of receivable and payable
is being studied to determine its proper accounting treatment. The
recording of the Departwment's liability to the other agencles at the
time U, S. Savings, Internal Revenue Documenting, and Migratory Bird
Hunting Stamps are sold has eliminated the necessity of maintaining
peparate gets of accounts and separate deposit accounts for each one.
Amounts due to or from postussters as determined in the audit of their
accounts have been put under accounting control. Amounts due the Depart-
ment due to stolen, raised, or double paid money orders have been set up
in the accounts.

Accounting in relation to program planning and budget preparation.
Allotment accounts have been revised to conform to the appropriation
pattern and activity schedule. The Information required to show past
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performance and upon which to base future requirements will be derived
from the accounts in the same classifications as used in the budget
presentation. This should simplify preparation of the budget and render
each item shown therein susceptible of poesitive verification in the
accounts.

Accounting in relation to program and budget execution. The means
by which allowances (sub-allotments) are granted to postmasters have
been simplified and standardized. These allowances are put on punch
cards in the Reglonal Accounting Offices and used to check the expendi-
tures reported so that any over-expenditure‘is automatically disclosed
as well as the source of any savings. Thus, the details of any adjust-
ments to the allotment accounts will be identified and the information
available to the operating bureaus for future planning. The preparation
of the punch card in the initisal step of granting an allowance through
tub file and mark sensing techniques is planned.

Agency financial reporting. The financial reports prepared for
or by the Department are being reviewed to determine the simplest, most
meaningful, concise but complete financial statements which will disclose
the financial condition of the Department and the results of its opera-
tions. Internal reporting is being simplified and duplicate reporting
of the same information eliminated.

Simplifications and related improvements. Preaudit of expenditures
after certification but prior to disbursement has been discontinued.
Payments are now made upon certified vouchers subject to post audit.
Payments to star route contractors have been decentralized, as has been
the payment of travel and miscellaneous expenses of the Inspection Ser-
vice. Recording and accounting for travel advances has been simplified.
Pay tables are now prepared on electronic computing equipment. The
postmaster's oath on accounts has been discontinued under provisions
- of P.L. 112, 82nd Congress. Photocopying processes are under test.
Administrative examination of district office accounts by central
accounting offices has been discontinued. The audit of savings bond
accounts has been transferred to Chicago where it is coordinated with
the Joint audit of the bond stubs. Control over pald money orders has
been put upon the period of payment end has eliminated the need to
maintain several files based upon the period of issue as reported by
postmasters.

Other improvements. Tests are being conducted in a number of post
offices to determine the practicability of eliminating the preperation
and distribution of earning statements by posting on the subsequent time
card all data needed by the employse to compute the net amount of his
previous pay. The issuance of punch card checks by post offices is
being tested in New York. Further tests are planned for Chicago,
Indianapolis and New Orleans post offices. A test of a payroll machine
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which simultaneously prepared the payroll, earning record, check and
earning statement is planned for the Washington, D. C., post office.

The Philadelphia post office is being surveyed to determine the
practicability of installing & complete punch card payment procedure.

Consideration is being given to the adoption of a punch card postal
savings certificate to facilitate the audit of postal savings accounts
eand the filing of certificates.

Provisions for internal control including internal audit developments.
Audit functions formerly performed by the Bureau of Finance have been
transferred to the Bureau of Accounts eliminating duplication. This
included the audit of postmasters accounts covering postage stamps and
stemped paper, migratory bird, Internal Revenue, and U. S. Savings
stamps, savings bonds, and postal savings. The audit of all postmasters
accounts has been decentralized to the twelve regional accounting offices.
Studies are being made to ascertain how on-the-site audits of station
exeminers and the inespection gervice can be integrated with the document
audits performed by the regional accounting offices to eliminate dupli-
cation and achieve more conclusive results.
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DEPARTMENT OF STATE

Departmemtal

Costs. To provide e basis for. effective program control and eval-
uation under activities of the Point 4 Program, the:Department uidertook
during 1952 the development of accounting procedures for ithe Technical
Cooperation Administration, a significant feature of which-will be:the
production of project.cost data for use: by management at:.the various
operating levels.

~Accounting in .relation to program planning and budget presentation.
A general revision of classifications was made for the purpose of im-
proving accounting support of the Department's budget. With respect
to the Technical Cooperation Administration, a major objective of the
accounting development work has bheen to achieve close integration with
all phases of the programming, budgeting, accounting and reporting
cycle.

Agency financial reporting. A change in the flow of budgetary
reports was . effected whereby each allottee now reports directly to the
source .from which he .receives his budgetary allowance, rather than
reporting -:to these offices through the Divisicn of Finance.

Simplifications and releted impirovements. Pillot installations
were made in July 1952 of a procedure for the Foreign Service which
uses the imprest technique for accounting for transactions of constit-
uent pogts in countries where fiscal operations have been centralized.
The ultimate effect of this procedure, if extended to the whole Foreign
Service, will be a reduction of 50% 1n the number of individual reports
of receipts and disbursements required to be submitted to the Depart-
ment of State, Division of Finance, and the Treasury Department
Division of Disbursement.

Changes in the method of financing overseas expenses of employees
of other agencies cooperating in the Point 4 Program resulted in many
cases in the elimination of the preparation of separate accounts current
for such agencies by Foreign Service disbursing officers.

Other improvements. During 1952 the codification of all fiscal
instructions for the Foreign Service into one chapter of the Foreign
Service Manual was virtuslly .completed.

Provisions for iinternal control including internal audit developments.
Various procedures aimed at improving internal control of fiscal operations
wvere installed during the year. Among these were the transfer of the
preparation of allotments of pay to the fileld in order to bring about
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closer coordination of allotment payments with the regular payroll
operation, and the revision of procedures for control of shipment of
personal and household effects.

Provision was made in the 1953 appropriations for the purpose
of planning the establishment of an internal audit operation for the
Department. Expansion of this function is projected for fiscal year

1954,

International Boundary and Water Commission, United States and Mexico,
United States Section

During 1952 the Commission completed the development and installa-
tion of a new system of accounts. A manual of the new system of accounts
and related finance procedures has been submltted and approved. The sys-
tem and related procedures provide a sound basis for accounting and
financial reporting on projects and activities of the Commission,
authorized by Congressional acts to meet obligations under treaties
between the United States and Mexico, and other laws applicable to
the Commission's operation.

Costs. The system provides for an integration of accounting for
costs and funds. Costs are taken in the accounts on an accrual basis
when services are performed and materials received. The same basis is
used to determine and reflect the expenditure of appropriations in the
fund control accounts. This provides a direct relation between costs
and the use of funds. :

Costs are used in program and budget control. A work order system
is used to authorize construction work and control costs. Operation,
maintenance and other expense accounts are used to report progress
under expense type of activities.

Costs are maintained in such detail as 1s needed to properly
administer the construction and other activities of the Commission.

Property. Under the system plant and property in service accounts
are used to classify the Commission's fixed investment. Plant used in
the production of electric power is classified in a manner which affords
reporting to the Federal Power Commission not inconsistent with the
system of accounts it prescribes for electric utilities. Accounts and
procedures are provided to account for materials and supplies and records
are maintained ag to cost of equipment and property used in construction
and other activities of the organization.

Receivables and payables. To facilitate and control recording of
receivable and payable transactions separate registers are provided for
the assembly of the two types of transactions. Both the receivable
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register and the payable register provide for columnar accumulation of
entries to be made to other accounts involved in the transactions they
are designed to assemble. The ledger receivable and payable accounts
are each supported by appropriate detall accounts.

Accounting in relation to program planning and budget presentation. .
A significant feature of the system i1s the provision for the use of a
uniform cost classificetion for all estimating and accounting for cost
of projects and activities. It produces actual costes of work performed
which support programs planned and budgets developed and presented to
the Congress.

Accounting in relation to progrem and budget execution. The system
provides for the allotment of funds by project and area activity. The
control of obligations is exerclsed at this level with costs belng used
as & mesgure of performance in terms of uniform classification of cost
components of projects and accounts for expenses of other activitiles.
Obligations are classified by object class and are reconclled with coste
for the amount of unliguidated obligations and emounts expended but in
process of application to cost of construction or operation. This method
of control is efficiently achleved through the interrelation of all
phases of accounting and the use of the common bagis for estimating
and accounting for costs.

Agency financlal reporting. Financial reports are rendered in
accordance with requirements of the Treasury Department, the Bureau of
the Budget, the Department of State and other interested agencies. Fi-
nancial statements with supporting analytical statements are also
furnished the Commission's own officers and technicians each month
for administrative and operational purposes. Representative of state- -
ments prepared each month are as follows: Statement of Status of Funds,
Constructlon Cost and Progress Report, Work Order Summary, Balance
Sheet and Statement of Income and Expenses. Official Estimates,
Control Schedules and other budget and program schedules are prepared
and submitted as required to maintain control of progrems and to fur-
nish the Bureau of the Budget and the Congress with information to
support requests for appropriations and to report on the status and
ugse of prior appropriations. -

Simplifications and related improvements. The Commission has
accomplished a number of simplifications and improvements. Through
decentralization into three area offices, it has eliminated duplication
in review of claims and invoices for payment and reduced the time be-
tween the processing of payment documents and disbursemsnts by the
reglonal digbursing officers. Amounts withheld from contractors®
claims have been esteblished in a separate fund account to sssure
thelr availability when required. The new system has reduced the
number of allotment accounts and correlated allotment and cost ac-
counting, and has directly related cost to program and budget esti-
mates. Accounting for plant and property has been improved.

The accounts are to be audited by the General Accounting Office on
a comprehensive basis which will give the Commission the benefits of
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recurring review of its financial and related operations.

Under the new system the Commission has been able to function with
one less person in its principal office accounting staff and under the
current work load and with further experience with the system antici-
pates additional savings in personnel requirements,

Other improvements. A new appropriation pattern has been proposed
~this year which will materially simplify the aduinistration of appro-
priated funds and which provides an improved basis for requesting funds
over that had in prior years.
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TREASURY DEPARTMENT

Bureau of Accounts

Division of Bookkeeping end Warrants. There was accomplished
during the year ‘the conversion of all receipts covering operations from
‘flat-bed bookkeeping machine to the punched card method, thus completing
the conversgion, started in prior years, of the maintenance of the central
appropriation and receipt accounts to a uniform system utilizing punched
cards., The system provides greater flexibility in operations and
establishes a better basis for integration of the central accounts with
the accounts of departments and agencles. The conversion in 1952

esulted in an estimated ammual recurring ssvings of $17,600 in the
Division.

Division of Digbursement. A pilot study designed to test mechan-
ized procedures for accounting end reporting by regional disbursing
offices hag been developed and ingtalled in the Richmond and New York
offices. Preliminary results indicete that the new procedures will
expedite swmarization of reports f0r overall expenditure reporting
with potential economy.

Divigion of Investuents. A reorgenizetion effected in the Division
of' Investments established activities and responsibilities on functional
lines as follows: (1) edministretion; (2) investment functions; (3) pro-
cessing functions; and (4) sccounting and reporting. A system of general
ledgers was prescribed to segregate the accounts into entities for
government funds invested, deposit and trust fund accounts, end Exchange
Stabilization Fund, Control and detailed accounts will be wmaintained
mechanically under standardized accounting procedures.

Changes made in alignment of work flow and procesging functions
will increase operating efficiency of the Divigion, Accounting changes
are designed to provide better records and internal controls, as well
ag forming a basis for improved reporting end disclosure.

Bureau of Engraving and Printing

After a test installation period of one year the accounting system
of the Bureau was formally approved by the Comptroller General July 9,
1952, During the calendar year 1952 various refinements and improve-
ments were made in the systen,

Organization and staffing. The organization of the fiscal opera-

tions has been completed. The new Office of Budget and Accounts comprising

the three new sections of Budget, Accounts, and Internal Audit hasg
subgtantially completed its staffing.
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Costs. The determinations of cost on the accrual basis for each
cost center are being transleted into monthly statements furnished to
the head of each center as a tool of analysis and evaluation of hisg
operations. These statements display expenditures under the direct
control of each cost center, inter-cost center charges for services
rendered, and cost per unit of production. Further studies are con-
templated designed to further improve the format of cost presentation
for the different levels of management,

Property. Dollar controls for property have been established in
the general ledger. These property controls ere sgupported by detailed
property records. As the result of additional gtudies in this erea,
revigions have been made in the policy to be followed regarding
capitalization and depreciation of certain items.

Receivables and payebles., Under the new accounting system receiw-
ables are established on the basis of work delivered by the Bureau and
payebles on the vasis of liabilities incurred for material or services
received ag verified by inspection reports. Leave is recorded as e
liability at the end of each four-week pay period at which time It becomes
an element of cost.

Accounting in relation to program planning and budget presentation.
With the egtablishment of a working capital fund for the entire operations
of the Bureau it has been feasible to install a busginess-type accounting
gystem spotlighting cogt of programs. The disclogures thus obtained
become the medium for programming, budgeting, and the rendition of
business-type statement for budget presentation,

Accounting in relation to program and budget execution. The new
accounting system has permitted the discontinuance of mainteining allot-
ment ledgers. Administrative controls have been established in the form
of guarterly waximums of obligational authority, predicated on the financial
plan, for major items of expenditure such as personsl services and
procurement activities., BSiwmple records disclosing the running belances
of obligational euthority, together with the responsibility for not
exceedlng the maximums prescribed has simplified the control of obliga-
tions.

Agency Tinancial reporting. Financial reporting is directly
derived from the accounting records, These repoits present, on an accrual
basis, the financlal condition and result of operations of the working
capital fund financing the entire operations of the Bureau, Additional
Information is supplied management in the form of cost statement by cost
centers which in turn are translated into program cost.

Simplifications and related lmprovements. Among other improvements
obtained uwnder the new accounting system is the gimplification of proce-
dures obtained through the Integration of cost accounting in the general
ledger, elimination of allotment ledgers and budgetary accounbing, and
the elimination of speclal analyses previously required,




Other improvements, Comprehensive on-the-site audit by the Genersl
Accounting Office has been initiated,

Provigion for internal control including internal audit develop-
ments. The internal: econtrol has been lmproved through the reorganization
of the fiscel: operetions of the Bureau providing for a division of duties
end the désiign:of a:flow of procedures intended to act as a check 1n the
performance of" others. Further improvement in the internal control of
the Bureau has been-the establishment of an Internal Audit Section which
already hes initiated its operations including, among others, the ascer-
tainment of the reliability of accounting datea, compliance with
established policies, and reviewing and appraising internal procedures.

Bureaun of Internal Revenue

A broadprogrem has been initiated in which the Bureau of Accounts,
Treagury Department, and the General Accounting Office are collaborating
with the Bureau of Internal Revenue to lmprove and simplify the acecounts
ing and processing operations of the Buresu. A preliminary report
dated July 24, 1952, wes rendered as a result of an intenslve survey
of the field operations of the Bureau by the Joint Committee. This
report, in which 80 specific areas were outlined for study and improve-
ment, laid the basis for a vigorous program by the Bureau to study,
analyze, and to put into effect any improvements developed thereunder..

A supervisory committee of high level officials has been organized
to spearhead the entire program. Under the supervisory committee a
working group consisting of six full-time mewbers has been formed and
50 projects have been assigned thus far to various task forces to arrive
at solutions by specified dates,

Three teat offices have been designated--Chicago, Newark, and
Boston, A task force is on duty in each test office to insure that
compareble policies and practices are followed and that the best possible
use is made of the equipment at hand. These task forces are also review-
ing in detail other areas of the processing and collection procedure to
suggest places where improvement can be made., The Bureau of Accounts,
Treasury Department, is represented together with the General Accounting
Office on the supervisory committee, the working group, and in each test
office.

The scope and diversgification of the accounting and processing
operations of the Internal Revenuz are of such great mapgnitude that it
has been determined to schedule the work of the Joint group over a
period of time commensurate with the importance of the work involved.
In this respect, a tentative schedule has been set up whereby the calen-
dar yeer 1953 will be utilized for the purpose of testing or experimenting
with varlous procedures in many operational areas. The results of these
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experiments will be weighed as to economies to be effected, improved
procedures and practices in effecting a greater degree of Internal
control, more effective and meaningful administrative expense and

revenue reporting, better public relations with the taxpayer, greater
utilization of mechanical equipment and allied fields of endeavor.

Based on the results of these experiments, those deemed to have met

the standardg’ with respect to cost and end product results will be

. chosen to he put into operation for the calendar year 1954k, It is during
the calendar year 1954 that detailed cost data will be kept and compari-
sons made as 10 the ultimate choice to be effected with respect to the
best combination of procedures and equipment in processing and accounting
for the revenue and administrative expense operations of the Bureau.

Some results of this Jjoint program in terms of economies and im-
-provements in the processing and accounting operations should become
evident in the ensuing calendar year when a number of the projects now
being worked on will actuslly be put into being in all of the field
offices. It is of interest to note that as of this date considerable
progress has been made in two significant ereas for the next filing
period which begins January 1, 1953, These are: (1) standardizing and
simplifying sorting procedures to speed up materially the handling of
tax returns and the deposit of remittances and (2) simplifying and
changing procedures for the use of punched card equipment which will
permit a more economical operation as well ag the gcheduling of work
on & priority basis.

Organization and steffing. On March 1, 1952, Reorganization Plan
No., 1 of 1952 became effective., Under this plan the positions of collec-
tors of internal revenue {appointive) were abolished and in lieu thereof
positions of director of internal revenue were establighed under the
clagsified civil service.

Offices of District Commissioner of Revenue were established to
coordinate the activities of the several directors officesg in each dis-
trict and provide a decentralized point of management directly snswerable
10 the Commissioner and his staff in Washington. The functions of audit
of taxpayers records formerly carried on by revenue agents and auditors
were consolidated with alecohol, tobacco, collections, and other internal
revenue functions into a unified revenue service under the supervision
of the district commissioner, The Washington staff elso was reorganized
with line of authority more clearly defined., It 1s expected that better
tax administration and better management will result from the reorgani-
zation,

Costs. An operational cost system hes been in effect several years
for the field collection activities, Time reports have been malntalned
in collectors offices whereby employees charge their time to prescribed
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codes., The results have been summarized by use of punch cards and used
for management comparison purposes in Washington. This cost system has
not been integrated with allotment or budgetary accounts. It is being
studied with a view of changing it in some phases of work for the pur-
pose of making it serve in a more dependeble way for comparison of
results obtained in different offices.

Property. Property records have been maintained for non-expendsble
items of office equipment to assist in purchasing and budgetary decisions
but these records are not integrated with the accounting system.

Receivables. Receivables for unpaid taxes have been established
under accounting control in each directorts office and are under close
scrutiny as to collectibility., Concerted drives on delinguent taxpayers
and constant evaeluation has ilmproved the currency of these outstending
accounts.

Accounting in relstion to program planning and budget presentation.
The budget is prepared along obJecht and broad functional lines and allot-
ment accounts are kept on this basls. Before reorganization, nine
regional offices had been established to do the administrative accounting.
Bight additional offices have been established under the reorganlzation
program, thus providing a focal polnt where allotment accounting and
budget functions can be exercized hy each district commissioner.,

Accounting in relation to program and budget execution. Allotments
are made to district commissioners who may shift obligating authority
between the several offices under thelr jurisdiction. However, they may
not make switches in the allotments between purposes without approval
from Washington., Monthly reports are made from the allotment ledgers
and consolidated for the Bureau ag a whole. Consideration is now being
given as to whether district commissloners and directors should be
allowed more latitude in the execution of the budget, particularly with
respect to overtime or night differentlal within funds previously

allotted,

Agency financial reporting. A system of grephic charts has been
initiated to portray financial and workload progress conpared with
budgeted and forecasted projections. A project has been initiated to
simplify all financial reports and make them more useful to the Revenue
service, the Treasury Department, and the Government.

Simplifications and related improvements. The Bureau has in the
past year carried on a number of projects looking towards more economical
and improved revenue procegsing and accounting operations, Some of the
more significant projects completed and put into operation covered:

(1) the mailing of tax forms and instructions to taxpayers in a flat
assembly which eliminated the need for envelopes and the stuf'fing of
the forms into these envelopes; (2) the devising of special mail opening
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desks and the establishment of revised standard mail opening techniques
have speeded up the processing of the tremendous volume of mail needed
10 be handled; (3) new methods and techniques have been developed for

a speedier manual mathematical verification of tax returns; and (4) a
new standard procedure for the orderly processing of unidentified remit-
tances has been developed to insure a more expeditious handling of
these items as well as maintaining a closer control of them.

Provision for internal control including internal audit. Inspection
and internal audlt activities were formerly carried on by supervisors
of the Accounts and Collection Division. This function was assumed by
the Inspection Service as of March 15, 1952. A training school has been
set up in Washington and 133 men have taken the course of which the
bagic text 1s the Inspectors Manual. The expanded personnel of this
service is beglnning to show concrete results in terms of increased
number of regular examinations of offices in the revenue service. The
number of completed examinations has more than doubled that of the
preceding year and the goal of examining every office at least once a
Yyear seems now possible of attainment.

Bureau of Public Debt

A survey of the accounting organizatlion and operations of the
Bureau has been completed. The survey report, including recommendstions,
is 1n the course of preparation.

Office of the Treasurer of the United States

There is nearing completion the development of s gimplified proce-
dure for handling government deposits in general depositaries in
continental United States. 'The objective is the chamneling of cer-
tificates of deposit by general depositaries through the Federal Reserve
Banks and branches, where such items will be picked up in consolidated
transcripts thereby resulting in the hendling of 36 daily transeripts
for transactions of general depositaries in the Office of the Treasurer
of the United States in liew of the present total of 600 daily.

United States Coast Guard

The Coast Guard has for the past four years been conducting an
accounting improvement program which has been geared to the principles
and objectives of the Joint Accounting Improvement Program, During the
calendar year 1952, continuing refinements were made under the new
accounting system which was formally approved by the Comptroller General
on December 29, 1951.

Costs. One of the principal changes made under the new accounting
system was to provide cost data for the eveluation of performance, Al-
though the Coest Guard does not yet have complete operating statistics,
a Statlistical Services Division is provided in the Office of Comptroller
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and study is in process to determine the Coast Guard's basic needs for
operating statlistics in relation to the cost data produced under the

new accounting system. The eventual intention is to establish quantita-
tive and qualitative measures of performance to the maximum extent
practicable.

Agency financial reporting. The first complete financial report of
the Coast Guard under the new accounting system was produced for the
month of August 1951. Such reports have been prepared monthly there-
after and have been refined on the basis of experience gained in using
the data contained in this report.

Provisions for internal control including internal auwdit develop-
ments, The need for internal control was recognized in the administrative
reorganization through the procedures provided under the new accounting
system and the establishment of a strong internel audit program. With
regard to the latter, an Audit Division was established as a part of the
Office of Comptroller and began its first internal audits in October
1951. Since then, audits have been completed in four field districts
end in the filve larger shore units.

Other Burveys and Improvements

Accounting and fiscal procedural surveys were completed and desir-
able changes made or recommended in systems of the Bureau of Narcotics,
the Office of Administrative Services and the United Stabtes Secret
Service. ’
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ATOMIC ENERGY COLIMISSION

Organization and staffing. Effective November 1, 1952, the
Washington Division of Finance was recrganized to concentrate
under one head the responsibility for all internal audit functilons
in the Washington office. The audit function had been divided
formerly between two Assistant Controllers. '

Costs. As a refinement of its general gystem of accounting,
which is based on the accruel principle, the Commission adopted on
July 1, 1952, a cost accounting system designed to yleld unit pro-
duction costs for its source and fissionable materials and weapons
components. Certain of its field officers had previously attempted
to develop such unit costs from memorandum records. The new system
applies to all offices involved in the production chain, and should
be progressively more useful in planning and controlling costs in
these very important operations.

Effective July 1, 1952, the General Manager of Atomic Energy
Commission authorized the issue of an accounting manusl to cover all
phases of finance work except budgeting and internal auditing. Out
of at least 15 chapters provided for, 2 have been issued and the
remainder are expected to be ready before December 31. The manual
is essentlally & codification and revision of material previously
issued in various forms. Chapter 1 of the manual contains a uniform
clagsification of accounts for all AEC accounting offices.

Chapter 13 of the AEC Accounting Manual, devoted to the account-
ing for the construction progrem, was lssued July 1, 1952. Although
it replaced a "construction manual" first issued in 1950, its pro-
visions are mandatory for all new projects, with a few exceptions,
whereas the superseded material was advisory. It is expected to provide
& basis for improving the Commission's control over the very large
costs Involved in its continuing program for construction.

Property. 1In Jenuery 1952, a central Depreciation Policy Com-
mittee was created, with members chosen from the ARC operating divi-
slons, the General Manager's office and the Controller's office. A
number of meetings have been held to consgider such matters as the
treatment of obsolescence in the accounts and the adequacy and con-
slatency of depreclation rates used by the Commission and its contrac-
tors.

Agency financial reporting. A number of changes in the form of
AEC's monthly finencial reports were made in 1952, including simpli-
fication of the fund reports due to merging prior year allotment ac-
counts with those of the current year.
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Simplifications and related improvements. Work was continued
during 1952 in cooperation with the GAO on a plan to permit major
AREC contractors to use commercial, rather than Government, bills of
lading. This was approved in principle by the Comptroller General

on March 28, 1951.

Other improvements. Pursuant to the language in the Commission's
appropriations re-appropriating the prior year balances, the Commis-
silon adopted on July 1, 1952 the pr%ctice of merging the unexpended
balances of prior year appropriations with those of the current year.
Fund control, budgetary accounting and reporting have all been simpli-
fied by the elimination of separate accounts for prior year unobligated
allotments and unpaid obligations, coupled with a continuation of the
practice of bringing forward the cash balances.

A revised statement of the standards to be followed by AEC offices
in performing comprehensive audits of its own and its contractors! ac-
counts was developed and issued in 1952. The major aim of the revisions
was to reduce the emphasis on detail disbursement audit procedures and
to standardize on two audit reports a year for each set of accounts.
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UNITED STATES CIVIL SERVICE COMMISSION

Organization and staffing. The security investigative functions
previously performed by the Federal Bureau of Investigation were trans-
ferred to the Commission by Public Law 298, approved April 5, 1952, 66
Stat. 43. The Third Supplemental Appropriation Act, 1952, approved
June 5, 1952, 66 Stat. 107, established a revolving fund of $4,000,000
for use by the Commission in financing these investigetions of person-
nel. To meet these additional responsibilities the staff of investi-
gators, at October 18, 1952, had been increased by 900. An adninistrative
accounting system including related procedures and forms has been de-
signed and installed in the Central Office and fourteen Regional Offlces
of the Commission for use in recording and controlling the financial
transactions involved in the performance of the investigative functions.

Coste. The system is based on the accrual principle of accounting
including sasccruals of depreciation and annual leave. Provisgion is made
for the accumulation of costs by processes and by type of expense within
each process. The system contemplates the correlation of such costs by
processes with related statistics on units completed by processes. Conw-
structed case costs will be developed from such date to determine the
billing rates to agencies for which the work is performed,

Property. Accounting control over specified classes of equipment
acquired by expenditures from the revolving fund is provided for in the
system. These items are capitalized at their originel cost and depre-
clated in accordance with an established schedule of rates. Administree
tive supplies and minor items of equipment are charged to expenses upon
acquisition.

Recelvables and payables. Provision 1s made for the recognition of
accounts receivable and accounts payable at the time they accrue. Expendis
tures are considered as incurred when goods are received or services
furnished. Provision 1s also made to account for prepaild items in terms
of whether the benefits of these expenditures have been received in the
current accounting perilod or are to be received in future periods.

Accounting in relation to program planning and budget presentation.
The system is designed to provide accounting information and datas essential
to the preparation end support of an annual business type budget.

Accounting in relation to progrem and budget execution. Provision
is made for reporting operating results in classifications that correspond
to the classifications in the business type budget. The information re-
flected in the accounts will be utilized in the preparation of managerial
reports essential to planning, execution, and control of the investigative
program.

Agency financial reporting., Financlal reports, such as a balance
sheet, operating statements, and budgetary statements will be prepared
for the use of management and for other purposes,
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Other improvements. The Retirement Accounting Manual originally
issued April 1, 1948 has been completely revised and reissued with the
concurrence of the Comptroller General of the United States. The is-
suance of an up-to-date revised edition of the Manual was considered
essential to give effect to the instructions and regulations issued
during the past four years affecting retirement record keeping and ac=-
counting, and to include the revisions of the retirement accounting
forms approved since the first edition of the Manual was released. The
Manual is essentially & codification of applicable instructions and
regulations issued by the Civil Service Commission and the General Ace
counting Office for use by the agencies of the Government in accounting
for financial transactions affecting the Civil Service Retirement and
Disability Fund.

Arrangements were completed for site sudit, in the Civil Service
Commission, of financial transactions relating to the retirement fund.
Thils 1s a progressive step in an overall program to audit agency accounts
at the gite.

Provision for internal control including internal audit. The audlit
function hag been transferred from the Fiscal Section to the recently
established Financilal Audit and Control Section. The Commission is now
engaged in revising its audit program and in expanding the scope to
include the revolving fund activities.

Legislative developments. Public Law 555, approved July 16, 1952,
66 Stat. 722, amending sections 8 and 13 of the Civil Service Retire-
ment Act of May 29, 1930, as amended, provides among other things for
the creation of a Committee on Retirement Policy for Federal Personnel.
The said Act directs the committee to make a comparative study of all
retirement systems for all Federsal personnel and report to the Congress
not later than December 31, 1953 with respect to the following:

“(1) The types and amounts of retirement and other
related benefits provided to Federal personnel, including
their role in the compensation system as a whole;

"(2) the necessity for special benefit provisions for
selected employee groups, including overseas persounnel and
employees in hazardous occupations;

"(3) the relationships of these retirement systems to
one another, to the Federal employees' compensation system,
and to such general systems as old-age and survivorsg insur-
ance; and

"(k) the current financial status of the several systems,
the most desirable methods of cost determination and findings,
the division of costs between the Government and the members
of the systems, and the policies that should be followed in
meeting the Government's portion of the cost of the various
systems,"
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FEDERAL SECURITY AGENCY

Costs.

Freedmen's Hospital - Cost distribution records were reviewed
and changes made which resulted in more accurate determination of the
cogst of the various programs.

Bureau of Federal Credit Unions - Accounting records are being
installed which will currently reflect earnings and costs for each of
the Bureau's three activities. Time reports are being submitted by
employees.

Property.

Public Health Service = A working group composed of represen-
tatives of GAO, GSA, FSA, and PHS have been conducting a study at the
National Institute of Health of property accounting records, procedures
and practices and property management activities for the purpose of
developing improvements in accounting and supply menagement.

Detailed records for non-expendable property are being estabe
lished and plans are being made to schedule the taking of physical
inventories. Other developments under wiy contemplate the integration
of detailed records on all capitalized property with the general ledger,
the establishment of a revolving fund for the National Institute of ‘
Health to include central supply operations and the formalization of
procedures for property management and property accounting.

St. Elizabeth's Hospital - A property control system, embracing
both expendable and non-expendable property, was developed in cooperation
with a survey team from GSA, GAO, and FSA. The system provides for de=
tailed records on all capitalized property and integration with general
ledger.

Receivables and payables.,

Freedmen's Hospital -~ On April 16, 1952, a systematic tickler
record for the billing of pay patient accounts was installed. A date
pattern for follow-up was developed whereby bills and necessary corres-
pondence relating to unpaid accounts was routinely prepered.

Accounting in relation to program planning eand budget presentation,

Freedmen's Hospital - The re-evaluation of cost distributions
resulted in the development of better budget estimates. Cost accounts
were coordinated with annual budget estimates and were used as a basis
for Jjustifying funds for the operation of the various activities.
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Bureau of 0ld Age and Survivors Insurance - The Bureau in-
stituted a system of sub-classification coding for purchases which
provides, thru special tabulations, precise information on quantities
and costs by type of purchases. This data is used in the analysis of
expenditures and preparation of budget Jjustifications. Also, a time
study was made in 20% of the field offices for a seven-week period
during April and May, 1952. The results were used extensively in
developing the field budget not only from the standpoint of preparing
personnel requirements on the basis of work loads and unit times but
also in making distributions of time to each activity by types of
personnel.

Accounting in relation to program and budget execution.

Freedmen's Hospital - Personal services control revised June 18,
1952, making possible better control on all personnel actions.

Bureau of 0ld Age and Survivors Insurance = A new reporting
plan was developed to furnish operating officials with budget infor-
mation on the major categories of expense for comparison with the
approved budget. In connection with reimbursable work, improved
methods were developed for estimating and for cost and billing con-
trol. This included the designing of an estimate form for use in
negotiating and a formal agreement form to reflect terms and speci-
fications.

Simplifications and related improvements.

Office of Administrator - An Agency payroll manual has been
prepared and is to be put into effect January 1, 1953. It covers
civilian and commissioned officers pay and will be for use by all

“headquarters and field establishments of the Agency.

Public Health Service - Payroll system was supplemented by an
electric accounting machine operation enabling a cut-back in control
registers from 140 to 7. The change also effects economies in the
quarterly balancing operations for the various deduction items, in
the preparation of Forms W-2 and in providing other information.

Bureau of 0ld Age and Survivors Insurance - Someé changes
were made in the 1953 allotment and sub-classification account symbols
and instructions in order to provide more definite analytical data.

The method of financing supplies through "advance" accounts
was discontinued and procedures were established to effect direct pay-
ments to GSA supply centers upon submission of invoices for supplies
furnished field and area offices. This change resulted in time savings
and & more current reflection of charges in accounting records.
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Other Improvements.

Public Health Service - Personal funds of hospital patients
when delivered for safekeeping, are now deposited to a Deposit Fund
Account and repaid by Agent-Cashiers or check from local disbursing
officers.

The handling of gifts for benefit of patients has been
largely decentralized to field stations and authority to accept them
delegated to medical officers in charge of hospitals. This permits
local depositing and immediate availability to station benefited, and
reduces record-keeping at headquarters.

Provision for internal control including internal audit developments.

Public Health Service - The internai audit program has been
strengthened by the completion of an audit guide - Manual of Procedures
for Fiscal Audits.

Bureau of 0ld Age and Survivors Insurance - The establishment
of a card file showing information on individual machines has resulted
in expediting and improving the voucher audit process and facilitated
the answering of inquiries on status of accounts. It also serves as
a control device on repair contract guarantee provisions.

Legislative developments.

Office of Administrator - A working capital fund wesg estab-
lished under provisions of the Labor-Federal SBecurity Appropriation
Act, 1953, to provide the capitalization and fimancial structure
through which the Agency can now provide certain central services to
constituent organizations.

Public Health Service « In order to provide a more effective
means of financing central stores operatlons and ultimately certain
central service activities at the National Institute of Health, there
has been submitted to the Bureau of the Budget a proposal for a sepa-
rate revolving fund for that bureau. A multiplicity of annual appro-
priations makes advisable a more orderly and economical method of
financing central stores and services.

Bureau of Federal Credit Unions - Legislation bringing super~
vision fees charged more nearly in line with costs is expected to place
the Bureau on a self-supporting basis.
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GENERAL SERVICES ADMINISTRATION

Costs. The system of time reporting for direct labor (of approx-
imately $E 000,000 a month) in the Buildings Management progrem was
changed to produce the following two benefits: (1) reports are now
prepared and payroll distribution made monthly instead of bi-weekly;
and (2) monthly cost reports reflect more accurate distributions since
month-end payroll accumulations are distributed on an actual instead
of an estimated basis.

Property. System installed by June 30, 1952, for the recording
of inventories of supplies and equipment, (GSA either owns or has
custody of extensive stocks of supplies and materials and millions
of items of office and operating equipment located in thousands of
buildings throughout the United States), established a single detailed
subsidiary property record for use by operating, property management,
and accounting activities - established a dollar valuation of inven-
tories, and the reporting and recording of inventory values in ac-
counting records. A system for the systematic taking of physical
inventories was developed, paralleling the new accounting system.

The Federal Supply Service operates twelve main warehouses which
stock 9,000 common-use items. While the stores operations have been
expanding, the methods of maintaining stock control had not kept abreast
of the increase of the number of items stocked and the number of requisi-
tions received from ordering agencies. A system was devised for main-
taining detail stock records on punched cards. The punched cards created
for detall stock record purposes also serve as & mechanized basis for
8ll accounting and billing operations. This system has been installed
in two regions during the year.

Decentralization of accountability for all GSA real property to
reglonal offices has been virtually completed. An entirely new pro-
cedure has been prepared and installed covering National Industrial
Reserve property, and the system in use on an informal basis covering
accountability for surplus property has been formalized and placed in
the GSA Accounting Manual. National Industrial Reserve property con-
sists of T2 plants and related equipment valued at approximately - ‘
$392,000,000; surplus real property amounts to about $225,000,000;
realty in use as public buildings is valued in the inventory accounts
at $1,348,000,000.

A system for taking physical inventories of Federal Supply Service
stores warehouses on a staggered basis was inaugurated on Janvary 1,
1952. Federal Supply Service stores Iinventorles have been averaging
approximately $28,000,000. This change in physical inventory procedure
(1) provides better service to customer agencles, and (2) reduces the
cost of taking physical inventorles.
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Recelvables and payables. The mechanized system of Federal Supply
Service stores accounting and stock control has served to change the
billing of custcmer agencies from a daily basis to a monthly cycle basis.
Involces rendered under this activity amounted to approximately $60,000,000
during the last fiscal year.

Maintenance of the detailed accounts payable ledger has been elimin-
ated in seven out of ten regions and there has been developed a system
of accounting for payment to vendors processed on & cash basis in day-
to-day operations with receiving reports and other accrual documents
inventoried at the end of each accounting period. This change has
gimplified the recording processes and eliminated the necessity for
balancing subsidiary payable accounts.

Accounting in relation to program planning and budget presentation.
The sections of the Budget Manual dealing with the back-up of budget
estimates were completely revised. This reduced the volume of paper
work and text material previously required of the regional offices by
approximately 80%.

A work measurement project has been initiated to develop systems
for accumulating performance datsa in relation to cost for all measurable
activities of the Administration, The design of a system covering finan-
cial operations has been completed and applied to the Central Office and
each of the Regional Offices. This system provides valuable workload
and production data for both budget execution and formulation purposes.
Varying degrees of progress have also been made in perfecting similar
systems for a limited number of other activitiles.

Accounting in relation to budget execution. Budgetary controls
exercised at the Central Office level were raised from the allotment
activity to the broader allotment authorization level. This permits
greater flexibility on the part of regional officials in the utiliza-
tion of available funds but at the same time sacrifices no experience
data since, for accounting purposes, transactions continue to be re-
corded at the lower activity level.

Established departmental and field reporting requirements to
furnish monthly data concerning actual employment and annual salary
rates by location, appropriation and activity, which is consolidated
for distribution to Agency officials under the title "Report of Filled
Positions." This information provides a valuable tool for comparing
current operations with budgetary and program plans.

Clearing accounts for certain common services such as office
supplies, operation of passenger vehicles and repair of office machines
previously established under the "Operating Expenses" appropriation and
subsequently distributed for budgetary purposes have been eliminated.
These items are now financed by the General Supply Fund with appropriate
charges being made on a current basis to the respective using activities.
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Due to unstable economic conditions, variations from proposed time
schedules for awarding construction contracts (and recording obligations)
made it unfeasible to arrange for apportiomments for construction funds
by quarters in advance as required by Budget-Treasury Regulation No. 1
(Revised). Negotiations were carried through and arrangements were made
with the Bureau of the Budget to obtain approval of apportionments for
such construction funds as are needed for the year in the first quarter
with supporting data showing approximate dates for awarding principal
contracts. ‘ ‘ : e

The external reporting under Budget-Treasury Regulation No. 1
required the submission of reports on Status of Appropriation Accounts
covering revolving funds for which no appropriations were made. The
reports submitted on an appropriation basis did not fully disclose the
operations of the funds. Arrangements with the Bureau of the Budget
were made for reporting financial dats on the General Supply Fund,
Working Capital Fund, and Construction Services Fund on a business-
type basis in lieu of the appropriation status reports normally required
on annual appropriations.

Agency financial reporting. The Administration published for
the first time since its creation in 1949 an overall GSA financial
report (containing statements and schedules commonly contained in
similar reports of private enterprise) covering all appropriations,
funds, assets, liabilities, and net worth.

Simplification and related Improvements. A mechanical system of
payroll accounting was installed in seven of the ten regional offices.
Substantial savings should be realized on the conversion from hand
posting to the mechanical system.

Buildings Management cost accounts were revised and so arranged
that invoices for reimbursable work amounting to approximately $40,000,000
annually can be prepared directly from such accounts, and files of docu-
ments formerly accumulated for this purpose have been eliminated. At
the same time forms previously used as attachments to Standerd Form -
1080 were revised and established as invoice forms to eliminate excess
documentation and simplify the billing and collection processes.

Inspections of each of the ten Regional Comptrollerst® offices were
made during the year by Central Office representatives of the Accounting
Systems Division and the Budget Division and the Comptroller or Deputy
Comptroller. These inspections served to (1) streamline document flow,
forms and files, and (2) make Central Office personnel aware of improve-
ments initiated by individual Regional Offices which could be adopted
and promulgated for all regional offices.
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Other improvements. The GSA in cooperation with the staff of the
General Accounting Office, the Bureau of the Budget, and the Treasury
Department, under the Joint Accounting Improvement Program for the
purpose of streamlining Government-wide accounting completed the fol-
lowing projects: (1) Revision of S.F. 4k, Combination Purchese Order -
Invoice - Voucher (small); and (2) Imprest Funds Regulations.

H.R. No. 1224, 82nd Congress, First Session, recommended that the
usage of S.F. 44 be broadened. In carrying out this recommendation,
the General Services Administration in cooperation with the General
Accounting Office evaluated the comments of the agencies in the light
of their experience with the form for approximately ome year. Such
revisions in the form and related regulations that would improve its
use were adopted. This change took place on September 8, 1952.

H.R. No. 1224, 82nd Congress, First Session, recommended the use
of petty cash throughout the Govermment for simplifying small purchases
of articles and services, and GSA in cooperation with the General Ac-
counting Office and Treasury developed and issued the Jolnt Regulation
for Smell Purchases Utilizing Imprest Funds on March 10, 1952.

Arrangements were made, participated in by the GSA Comptroller,
the GSA National Archives and Records Service, and the General Account-
ing Office for the orderly retirement to GSA Records Centers of the
financial records of all agencies. This program was implemented in=-
ternally in GSA in each of its ten regiomal accounting offices and the
central accounting office.

Provisions for internal control including internal audit. An
informel presentation of audit material was developed in which the
narrative is essentially in letter style, and in which technical
language 1s avoided. Schedules have been replaced by brief summaries
which appear in content with the narrative rather than separately at
the end of the report. This device has enabled the Internal Audilt
Division to get audit information to operating officilals more huickly
and has resulted in better utilization of manpower.

Representatives of the Internal Audit Division in cooperation with
officials of the Bulldings Management Division of the Public Buildings
Service have developed a contract standard under which a cafeteria
operator will pay a fixed percentage of monthly receipts to the Govern-
ment, thus insuring income on some property from which no income has
been received in the past.

Legislative developments. The 82nd Congress, Public Law 522,
authorized the establishment of a revolving fund for buildings manage-
ment operations and related services. Accounting and fund processing




- 80 -

will be simplified and conducted more economicglly since the number of
accounts will be reduced by financing the operations from one fund.

The reduction in the number of accounts should result in more economical
and effective reporting. The fund will commence operations January 1,
1953. ‘

The same act permitted accretions to the capital of the General
Supply Fund by virtue of property transferred from other agencies to
GSA under Section 201(a)(2) of the Federal Property and Administrative
Services Act. ‘ '
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VETERANS ADMINISTRATION

Orgenization and staffing. The Office of Insurance has recently
reorganized its Central Office and reduced the number of District-
Offices from thirteen to five with resultant savings in personnel,
space, and related services. The Central Office reorganization,
generally speaking, consisted of grouping operations normally performed
in a district office in a newly formed organizational element titled
. Insurance Service which would operate es another district office.

Another change consisted of establishing Insurance Methods and Standards
Service which would be responsible for planning and developing all future
insurance procedures.

Costs. Conslderable progress has been made in the incorporation
of the memorandum cost records for hospitals and homes into the general
ledger accounting system by the installation of the following procedures:
(1) integration of the perpetual inventory property records with the
related general ledger accounts (see Property, following), and (2) es-
tablishment of a subaidiary expense ledger covering personal service
costs at hospitals and homes. These salary expense accounts are wmain-
tained on an accrual basis and are controlled by a corresponding general
ledger account which in turn is reconcilable with the total obligaetions
for personal services appearing in the allotment ledger.

Property. As of July 1, 1952, the last group of field installations
went on a perpetual inventory control basis, integrated with general
ledger accounting, for both expendable and non-e¢xpendable property.

The Supply Depots and several large fleld installations utilize mechanical
operations for inventory control while the remaining installations use
manual methods. Those stations using mechanical equipment have adopted
the first-in, first-out price method whereas the manual stations use the
average price method. All property of the agency is now integrated as

to subsidiary physical records and synchronized with general ledger
accounts. Physical inventories are teken on a cycle besis. Procedures
for both manual and mechanized operations issued in writing to all
installations.

Receivables and payables. A voucher register procedure was installed
at all stations effective July 1, 1952, which provided for the recording
of all vouchers payable for supplies and equipment upon receipt of the
stock. The register is a book of original entry and an integral part
of the accounting system. The priced and extended recelving reports
are used as the subsidiary account payable ledger until the item is
scheduled for payment when it is withdrawn and filed with the paid
invoice. This subsidiary ledger is balanced monthly to the general
ledger accounts payable control account.
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Accounting in relation to program planning and budget presentation.
The reporting of appropriation repayment transactions from field stations
to the Central Office is belng revised so as to provide for the report-
ing of appropriation receivables as well as collections. The account
structure is being amplified to classify repayments for budgetary
PUrposes.

Accounting in relation to program and budget execution. The
"impounded reserve'" procedure which formerly required the maintenance
of two balance columns on the allotment ledgers was discontinued as of
April 1, 1952, The majority of the sub-program and-sub-object allot-
ment accounts at hospitals were discontinued July 1, 1952, inasmuch
a8 the new cost accounts will provide the analytical data previously
sccumulated in these allotment accounts.

Agency finanelal reporting. By a recent change in policy the
field stations are given maximum authority and flexibility with respect
to reports to local management. . Within the framework of the prescribed
accounting-system, variations are permitted to suit local requirements.
Principles, standards, and accounting policles will be stressed by
central office with greater leeway allowed the astations for local
determinations to the extent possible within the framework required
for uniform consolidated reporis. Uniform reporting requiremsnts to
the Central Office are being redesigned to develop reports tailor-
made to the needs of the management officials concerned.

Simplifications and related improvements.

1. Discontinuance of document preparation in comnection with
certain actions, The preparation of documents to record the appoint-
ment, change or discharge of a legal guardien as fiduclary has been
discontinued. Instead the incoming document itself is utilized. In-
structions have been modified for charging end routing underwriting
cases directly to the proper Underwriting Unite thus eliminating the
naster control card file and expediting the delivery of cases for
processing. Instructions were developed for the use of a three-part
form in connection with the numbering operations regarding epplications
for renewal and conversion of insurance, and certaln applications for
nev insurance, This resulted in the discontinuance of the preparation
of index cards and tab (punch) cards in such cases,

2. Discontinuance of a diary file in certain instances. In the
processing of an ilnsurance contract change, which involves the issuance
of & new policy, and when the previous policy has not been returned, the
waintenance of a diary file has been discontinued. Moreover, no further
action is to be taken to procure the previous policy 1f it is not re-
turned, Also, a diary will not be maintained nor will follow-up action
be taken after a letter has been directed to an insured informing him
of the need for further action in connection with the designation or
change of beneficlary and the selection or change of optional settlement,
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3. Modification in routing of documents. The practice of routing
a copy of an authorization for payment of suspense or other credits due
estates of decezsed veterans, after approval, to the Central Office has
been discontinued. All instruction forms used by the Addressograph Unit
as authority to establish, change, or destroy addressograph plates are
destroyed, rather than being filed in the insurance folders. It'is
estimated that this has eliminated the filing of approximately l,hO0,000
documents per year.

b, Discontinuance of certain processes. The practice of entering
insureds' names and policy numbers on "open mail" remittance bearing
envelopes has been discontinued. The practice of posting data to premium
record cards from "paid" copies of vouchers for refunds has been discon-
tinued.

5. Consgolidation of several insurance forms and related simpli-
fication. Designation of Beneficiary and Selection of Optional Settle-
ment forms have been combined into one form with its resultant simpli-
fication of procedures.’ In addition, the executed form is photocopied
and - sent to the insured, thus eliminating the preparation of approximately
300,000 form letters per year. Considerable work was done in the area
of revising forms and related procedures for beneficlary and beneficiary
attendant travel. This resulted in discontinuance of two forms, con-
solidation of two others, and revision of still two other forms. As a
result of these changes, many administrative processes were eliminated
in Medical and Finance. It is estimated that this action will result
in the elimination of approximately 125,000 documents per year.

6. Adoption of schedule-voucher. The Veterans Administration has
adopted at all stations the simplified payment scheduling procedure
authorized by General Regulutions 1l5-Revised thus eliminating the need
to certify each individual voucher and forward it to the Treasury Dis-
bursing Office for payment. The preparation of covering voucher form
S.F. 1034 for miscellaneous vouchers has been eliminated. The Adminis-
tration elso expects to have in operation before the end of the year
& form of payment schedule prepared with transfer posting carbon which
will permit preparation of the check by the Treasury from the schedule
itself, thus eliminating an expensive typing operation in the Treasury.

7. Discontinuance of premiwn receipts. During the year, instruc-
tions were developed in connection with the discontinuance of the issuance
of premium recelpts except where such receipts were requested by the
insureds, and appropriate revislon of lapse procedures was effected
as the result of discontinuing recelpts, It is estimated that this
change will result in the elimination of approximately 30,000,000
receipts per annum. In addition, savings will accrue on envelopes
and postage.
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Other accounting lmprovemants.

1. Apency recopnition of accounting. By staff conferences, cir-
cular letters and other mecans, en educational program has been conducted
explaining the nature of the Veterans Administration accounting system
and the importance of the accounting system to Veterans Administration
operations as & whole. Greater emphbasis has also been placed on account-
ing systems work by the Veterans Administration during the past year.

2. Development of procedures for processing applications for
insurance. Complete inatructions have been developed and issued for
processing applications and the maintenance of records of new insurance
authorized under the provisions of Public Law 23, 82nd Congress.

3. Decentralization of certsain insurance accounts. Procedures
have been developed and released for processing of Notices of Separation
from the Armed Forces of the United States against the accounts main-
tained in the Central Office, the immediate decentralization to the
district offices of the related insurance accounts, and the maintenance
and further processing of these insurance accounts in the district
offices,

Arrangements were made bietween the Military Establishment and the
Veterans Administration to account for several hundred thousand adgust~
ments which developed as a result of the discontinuance of allotments
under the "free insuraence" provisions of Public Law 23.

L, Tnprovement of procedures perteining to retroactive discon-
tinuances of insursnce allotments. Procedures have been worked out with
the Armed Services permitting them to take credit automatically for any
retroactive discontinuances in the settlement of the current wmonth's
account by the establishment of a special deposit account which shall
be used to honor claims by the Veterans Administration for retroactive
ad justments which the Veterans Administration cennot allow inesmuch as
a payment has been made on the amount taken for credit.

5. EByxperimental adoption of mechanized insurance accounting. The
way to improvements in In-Service insurance allotment accounting hes
been created by the adoption of a mechanized system of accounting, which
presently is being tested on Marine Corps insurance accounts only. Silg-
nificent items include improvements in documentation, both as to form
and number; more even dilstribution of work load; establishment of co-~
ordinated accounting control in the military and the Veterans Adminis-
tration to facilitate agreement between the two agencies on the same
accounts; more effective processing due to Veterans Adminilstration and
military using the same accounting documents; and the creation of ef-
fective accounting detail support for the Veterans Administration In-
Service insurance program. It 1s planned to extend the test on a
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permanent basis to the other military services as quickly as the schedule
permits. Once the accounts have been converted to & mechanical basis,

it is anticipated that additional modifications end improvements will
follow. Results thus far have been only tentative, but it is felt that
more effective accounting information and lower administrastive costs

can be achieved after the conversion has been completed on all "In-
Service" accounts.

6., Refinement of procedures in connectlon with 1948 special NSLI
dividend, As the result of a decrezse in the volume of 1948 dividend
payments and the resultant contraction of duties in & smaeller number of
employees, procedures in existence were reviewed in the earlier part of
the year. At this time accounting control over the remaining unpaid
dividend accounts was lecking. The survey and review achieved the
following:

a. An accounting control was established over the
remaining 1948 unpaid dividend accounts.

b. The procedural operations performed were rafined
and modified along the lines of & smaller volume operation.

C. The internal control plen wves revised im the light
of the smaller number of personnel and resultant concentration
of work. ,

d. Arrvengemente have been made to heve district offices
contact imnsureds at poiuvcs of latest addrese relative to veriw
fying the address for purposes of paying the 19hB dividend to
those individusls who had falled to apply.

T Decentralization of the paywent of the 1951 sgpeecial NSLY
dividend. The 1951 dividend program hag been substentially completed
on a centralized basis and the payment of the remaining unpaid accounts
has been decentralized to the district offices in order to achieve
greater efficiency end economy.

8. Development of procedures for payment of the 1952 dividend.
A decision was made by the Vetersns Admindstration to decentralize to
the district offices the payment of the 1952 NSLI dividend. Some of the
more important features of this rather substantial operstion involving
approximately 5,000,000 payments are as follows:

Ao Use of exlsting addressograph plates to produce
an inquiry to the insureds requesting thely dividend option
as required by Public Law 36 of the H2nd Congresa.
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b. Use of existing addressograph plates to produce the
dividend work sheet (document used to compute and suthorize the
dividend) - a fast, low cost operation.

c. Development of methods to create the payment document,
the individual dividend liability accounts, and the notice to the
insured at the same time.

d. A decision not to pay interest on any withdrawal of
dividend credit which was on deposit less than 90 days, thereby
making it unnecessary on & considerable number of accounts to:

(1) List and schedule on & no-check voucher;
(2) Prepare individual dividend credit records;

(3) Prepare individual dividend action Journals
authorizing payment;

(4) Compute interest for less than 90 days; and,

(5) Prepare individual vouchers for payment of
the dividend credit.

e, [Establishment of a plan of accounting controls providing
for a monetary check of the dividend work sheets against the pay-
ment vouchers and in the cage of dividend credits end deposits
against the no-check voucher and individuasl credit and deposit
records. Also, provision was made for the establishment of con-
trol accounts in each district office and periodic'balancing of
the detail accounts to the district office control account plus
balancing district office control accounts to the general ledger
control accounts maintained by Central Office.

f. Preparation of a transfer-posting continuous form
dividend voucher thus avoiding a typing operation in the Treasury.

9 Improvements in direct pay premium billing. A plan has been
developed to bill monthly premium accounts once e year by sending the
insured twelve (one for each month) premium bill envelopes and requesting
him to use each month the appropriate monthly premium bill. Savings
will accrue on decreased billing operations and postage. The plan is
currently under consideration and will be installed on a test basis
shortly.

10. Direct Loan Program. Revised procedures setting up the Direct
Loan Program on a revolving fund basis were installed during the year
together with improved procedures for reporting collections.
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1l. Loan Guaranty Program. Procedures wvere developed for the
decentralization of the Loan Guaranty Program, The new procedures will
provide management with a ‘full range. of property and operating infor-
mation and will comprise a separste entity of accounting records "tied"
in with the rest of the Veterana Admiuiatration accounts by means of
reciprocal accounts.

Provisions for internal control including internal audit develop-
ments., Improvements in this area were confined primarily to the inte-
gration of costs, inventories, and payables with the general accounting
system. Under date of December 11, 1951, the Assistant Adminlstrator
for Finance released Ilnstructions for the Unannounced Audit of Initial,
Adjusted, and Periodic Payments Certified by Finence Division. This
was an improvement over the previous instructions in that it recognized
the need for a simultaneous check of the book runs of actual payments
made.

Effective July 1, 1952 the responsibility for preparation of all
supply vouchers for payment was transferred from the Supply Division
to Finance at all field stations thereby achieving increased internal
control.

The internal audit menuals are also in process of revision placing
greatér emphasis on reviewing internal control mecheanisms established
at the field station level.

Legislative developments. During the ygar Public Law 550, 82nd
Congress, was enacted extending educational and training bencfits to
veterans of the Korean conflict, This legislation overcame two serious
obJections which became apparent in the administration of the comparable
dct for World War II veterans, Public Law 346, 78th Congress, namely:
(1) it combined the subsistence and tuition payment into & single pay-
ment to the veteran and permitted him to make his own arrangement with
the school of his choice, and (2) it required certification by both
the vetersan and the educational or training instltution, before payment
is made, that the veteran was in attendance and making satisfactory
progress.
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LEGISLATIVE, JUDICIAL, AND
OTHER INDEPENDENT AGENCIES

Adnministrative Office of U. S. Courts

Three of the most widely used fiscal forms throughout the 9k
Judicial districts have been revised thereby reducing clerical effort
considerably through the elimination of individual type vouchers where
listings could be used more advantageously. In other instances in-
formation appearing in the vouchers has been eliminated without loss
of pertinent data. All such forms have been approved by the Comptroller
General. These changes have resulted in considerable savings in time
and effort both in the central and field offices.

Civil Aeronautics Board

Leave and retirement records were transferred from the Personnel
Section to the Accounting Unit and integrated with payroll activities.
Physical inventory of equipment taken as of July 1, 1952, was basis
for establishing detail inventory records. A perpetual inventory
control system with dollar controls, including integration with general
ledger, 1s scheduled for installation this year.

Defenge Materials Procurement Agency

The Defense Materials Procurement Agency was established by
Executive Order No. 10281 on August 28, 1951. For that reason, no
progress report was prepared for the calendar year 1951, and the
present report has been made to include accounting improvements from
its inception.

DMPA and the General Services Administration have had the same
Administrator, acting in a dual capacity. The two agencies are also
served by the same comptroller's staff, and the accounting records
for DMPA are maintained by the Defense Accounts Division of GSA. Im-
provements accomplished or undertaken include the following:

Organization and'staffing. Foreign Expansion Program activities
were decentralized by establishment of DMPA regional offices at Wash-
ington, London, Lima, and Singepore, with various field offices reporting
to each. A London office was set up June 1952. The accounting of both
Washington and London was established on a branch office basis. An
accounting manual for overseas operations was drafted in November 1952,

Costs. Six National Industrial Reserve plants are operated for
DMPA by contractors in extraction of critical metals under cost-plus-
fixed-fee contracts. A handbook of instructions for accounting and
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reporting for contractors was approved by the Comptroller General
October 17, 1952. Contractors' accounts were integrated as branch
office records of DMPA, with production costs reported on unit as
well as total basis to enable comparisons, and with total costs tied
in to general ledger.

Receivables and payables. Subsidiary receivables records were
established Tor sales under all DMPA programs, except the Foreign
Expansion Program and those kept by integrated contractors which were
consolidated May 1, 1952, in one section with mechanical posting.

All other receivables previously maintained by hand were mechanized
in November 1952.. An invoice register is being developed by DMPA
to furnish basis of accrual of payables for both operating expenses
and commodity purchases, and also to provide document control.

Accounting in relation to program and budget execution. A further
analysis of needs in the light of actual operating experience and a
reviglon in the method of calculating requirements for borrowing
authority under the Defense Production Act, resulted in a reduction
of over $400 million in the amount allocated to the Defense Materials
Procurement Agency. This amount will be available for redistribution
to agencies engaged in other phases of Defense Production, Written
procedures were issued November 10, 1952, for control and accounting
for Defense Production Act commodity certificates and expenditures
from borrowing authority funds authorized in section 304(b) of the
Defense Production Act of 1950, as amended.

Simplifications and related improvements. Detailed allotment
records of DMPA were separated from the general ledger February 1,
1952, by use of specially designed "Allotment Ledger Control Record."
Tighter control of DMPA's revolving fund cash was obtained as of
May 1, 1952, by development of running .alance in cash disbursements
Jjournal. Financial statements of integrated contractors are now
more easily and rapidly consolidated by DMPA through adoption in
February 1952 of the technique of cross-footing of data reported on
standardized forms. Cash, sales, and other journals were adopted by
DMPA May 1, 1952, to allow monthly summary postings rather than daily
detail entries to the general ledger, thus reducing the number of
general journal vouchers needed from about four hundred per month to
seven or eight. BSpecially designed "Register of Unavailable Receipts"
and "Deposit Fund Accounts Control", installed by DMPA May 1, 1952,
provide analyses of other-than-revolving-fund cash transactions withe
out necessity for separate general ledger cash accounts.

Provisions for internal control including internal audit develop-
ments. Internal auditors of DMPA adopted practice in May 1952 of
issuing frequent informal "Advices of Findings" of their comprehensive
tests to facilitate more timely corrective action.




- 90 -

Interstate Commerce Commission (including Defense Transport Adwinistration)

The Agency, GSA, and the GAO participated in a survey of the account-
ing and record keeping for personal property. A gulde was established
for capitalization of personal property. The group method for identifi-
cation and for record keeping was installed making possible a savings
through elimination of 75% of record cards, facilitating the taking of
physical inventory, and establishing a basis for better property util-
ization. Detail property records were tied into the dollar controls
in the general ledger with provision for a periodic reconciliation of
the detail record cards and the general ledger control.

Federal Civil Defense Administration:

The issuance of an Accounting Manual 1is in process and a large
number of the Sections to be included in this Manual are in operation.
This Manual will include the detailed classification of accounts and
covers procedures and forms to be used in keeping the budgetary and
proprietary accounts, payroll operations, revolving fund and supply
operations, matching fund programs for contributions to states, and
pre-audit instructions for all classes of vouchersa,

Provision is made in the system for reporting operations in
classifications corresponding to the programs as established by the
approved budget. IFinancial reports such as a balance sheet, operating
statements, and budgetary statementi are prepared for the use of
management. Deteailed operating statements are prepared for each
major program and furnished to the officials respousible for various
program operations. The customary reports are prepared for the
Treasury and Bureau of the Budget as required.

Federal CommunicationsvCommission

A survey of the Commission's system of accounting [or personal
property (supplies and equipment) was made jointly by staff of the
Commission, the General Accounting Office and the General Services
Administration. As a result, a number of changes were made which had
the effect of reducing the workload on the accounting staff.

Simplification of cost accounts, effective July 1, 1952, reduced
the workload of the accounting staff, simplified the financial or
budgetary reports, and improved fund control.

Federal Mediation and Conciliation Service

Property. A perpetual inventory control system was established
for non-expendable, including a guide list of property to be capitalized.
Joint GSA-GAO property accounting survey was completed and implemented.
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Federal Power Commission

A survey of the Commission's system of accounting for personal
property (supplies, salable publications and equipment) was made
jointly by staffs of the Commission, the General Services Administra-
tion and General Accounting Office. Changes made as result of this
survey made possible a reduction of the accounting workload.

Federal Trade Commission

Pursuant to a joint survey of the Commission's system of account-
ing for personal property (supplies and equipment) made by staffs of
the Commission, the General Services Administration and General
Accounting Office, a number of property accounting improvements and
simplifications were put into effect.

General Accounting Office

A survey was started during the year looking toward the lmprove-
ment of the accounting system with respect to classification of ex=
penditures, control of funds, accounting for supplies and equipment,
financial reporting, and accounting for receivables and cash receipts.

During the early part of 1952 a detailed study was made by repre-
sentatives of the Office of the Comptroller General, the Transportation
Division, and the Accounting Systems Division of the manual accounting
procedures employed by the Transportation Division of the General Ac-
counting Office in the establishment and maintenance of the accounts
recelivable records relative to all freight and passenger overpayments
issued to foreign and domestic rail, air, motor freight, bus, and
steamship carriers. The accounting operations relative to the estab-
lishment and ultimate liquidation of debts established against the
carriers requires the processing of over 500,000 individual overpayment,
collection and adjustment items involving over $60,000,000 & year.

As a result of the’atudy; it was determined that close accounting
control and detailed operating and management statistics, not available
under the manual system, could be provided by a procedure utilizing
electrical accounting equipment and an ultimate reduction in the number
of employees required to perform the huge volume of work on a manual
basis would result. ‘

The basic procedures necessary to transfer the manual accounting
records to tabulating cards, to provide accounting controls, and to
process all current work under an electrical accounting system have
been issued in writing, and as of November 1, 1952, the accounts
receivable of five large rall carriers with an indebtedness of approx-
imately $2,000,000 involving 5,400 individual overpayments have been
transferred to the mechanized system.
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Housing and Howe Finance Agency

rogerty., During 1952 all field installations (8) took & physical
inventory of administrative equipment. All capitalized administrative
equipment was tied into detailed physicsl records and dollar controls,
including general ledger. Procedures wers revised as required and
issued in writing to all field offices»

Accounting in relation toﬁprggram,plannibg and budget presentation.
As of July 1, 1952, there was installed a revised procedure for develop-
ing administrative cost by program to provide direct accounting support
for budget presentation, except for overhead expenses which are dis-
tributed on acceptable accounting bases.

Other improvements. The Contract Audit Staff which makes audits
of records of States and local subdiyisions, educational and research
institutions, and private bu81ness, has been expanded and the program
is well under way. Audit policies and gudit and report procedures
and techniques have been developed and issued in wpiting.

Internal audit developments. An internal audit staff of four
auditors has been recruited and trained. Audit policies and audit and
report procedures have been developed and issued in writing. Internal
audits have been made of the Central Office and 8 field offices.

Mutual Security Agency

On February 1, 1952, the Program Methods Control Division was
transferred to the Controller's Office with responsibility placed in
the Controller for the issuance of all types of commitments undertaken
by MSA. ‘

Draft instructions were prepared during 1952 defining more pre-
cisely the scope of the auditing being performed by the Controllers?
staffs abroad.

i

National Advisory Committee for Aeronautics

Property. Early in 1952 the Executive Officer of NACA approved a
manual developed by agency staff which was designed to improve the
accounting for and management of persounal property (equipment) at the
3 field laboratories. Before the end of 1952 it is expected that the
work of installing the new system will be substantially completed at
?ne l?boratory (Lewis), and that a stert will have been made at another

Anmes) .

Other improvements., NACA is establishing & reserve for accrued
annual leave in the accounts at all b offices on Jaauary 1, 1953, to
reflect the liability. The provision for leave, as accrued thereafter,
will be charged to administrative expense acccunta and, not carried
down to the level of job order costat ‘ .
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National Labor Relations Board

An inventory of all property, furniture and equipment in the
Wasghington, D. C., office and 28 regional and sub-regional oifices
was completed. All items were appraised, the valuations made a
part of the accounting records, and provision made for contlnued
control. ! :

National Sclence Foundation

Beginning with the fiscal year 1953, a revised system of monthly

financial reporting has been put into effect. These reports show such
pertinent information es (1) program activities, (2) annual budget
plans, (3) cumulative quarterly allotments, (4) monthly obligations,
(5) cumulative obligations for the fiscal year, (6) unobligated balance,
and (7) balance of annual budget plan available for allotment in future
quarters. This reporting system supplies much needed information which
was not available before to operating officials.

Railroad Retirement Board

A survey of the personal property management practices and pro-
perty accounting operations was performed by representatives of the
General Services Administration and the General Accounting Office.

As a result of the survey it was determined that: the detailed pro-
perty accounts were in agreement with the general ledger accounts;
procurement and accountability prOcedures were adequate and in con-
formity with sound supply principles and standards; stock control of
expendable and non-expendable property was effective and provided for
maximun property utilization; property accounting practices at all
levels of the organization were performed in an efficient manner. In
the survey report the Board was commended. on its practices and methods
relating to both personal property management and property accounting.

G e

Renegotiation Board . 'l{fl ;,M; R f&ﬁ'u

Created by the Repegotiation Act of, l951, the Renegotiation e
Board did not begin to function ag an indepenﬁent agency ‘until about .
February 1, 1952. Its accounting wotrk was performed at first by
General Services Administration. However, by June 30, 1952, the
Board had completed the organization of ils own accounting staff and
had taken over all the accounting work from GSA. It is now central-
ized in Washington for the headquarters and the six regions.

Securities and Exchange Commission

A survey of the Commission's system of accounting for personal
property (supplies and equipment) was made jointly by staffs of the
Commission, the General Services Administration and General Accounting
Office, Various lmprovements were placed into effect.
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Selective Service System

“Property. Jolnt GBA-GAO property accounting survey was made,
impleagﬁzgamgnd report issued to the agency. h,OOO local boards,
city and territorial headquarters offices, discontinued the pricing
of storesg issues. In lieu cycle imventories will be taken and the
general ledger controls adjusted seml-annually. Perpetual inventory
control was established for non-expendable property and written in-
structions issued to all field locations.

Simplifications and related improvements. The maintenance of
general ledger accounts by limitation for unliquidated obligations
in 57 field office locations was abolished. Procedure for handling
the processing of approximately 92,000 transportation requests was
simplified thereby cutting down the time for payment period from
20 days to 10 days.

Provisions for internal control including internal audit develop-
ments. Internal audit program was expanded to provide an evaluation
of management and their needs in the 57 field offices.

Smithsonian Institution

Organization and staffing. Leave and retirement records were
transferred from the Personnel Section to the Accounting Section.
A decentralized leave system was installed with adoption of Standard
Form No. 1130-Revised, Time and Attendance Report, and related pro-
visions in its entirety. Procedures for revised system were issued.

Property. As of July 1, 1952, a uniform policy for capitalizing
furniture, fixtures, and equipment, including cost of workshop con-
struction, was adopted. All capitalized property was tied in to detail
physical records and dollar controls, lncluding general ledger control.
Physical inventories are taken on a cycle basis.

The maintenance of perpetual inventory for stores which required
costing of individual requisitions, was discontinued. Purchases are
now charged to current cost, with a semi-annual adjustment of stores
inventory. Purchasing procedures vwere simplified and internal controls
strengthened by providing a receiving report procedure and arranging
for vendors invoices to be routed directly to the accounting office,
rather than the procurement division.

Accounting in relation to program and budget execution. Since
July 1, 1952, Allotments of Funds to the various bureaus are being
made on a quarterly basis. Memorandum operating records have been
eliminated and budgetary controls are exercilsed only through the
formal accouuts.
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COOPERATIVE IMPROVEMENT OF ACCOUNTING FORMS

A significant phase of the joint program, particularly from the
standpoint of achieving simplifications and resultant suvings, is the
continuing work to improve accounting forms and related procedures on
a coordinate basis with the broader developments and improvements in
the systems of accounting and internal control of the departments and
agencies. Through careful devising of forms and related procedures
by the individual agencies, together with central review of such forus
and procedures, including those for Govermment-wide application, by
the Accounting Bystems Division, General Accounting Office, an effective
means 1s provided for achieving uniformity to an appropriate degree,
reducing the number of forms in use, effecting savings in printiog
costs, and, more importantly, for paving the way quite frequently
for improvements of a wider scope.

The forms improvement work is too detailed 1u nature to present
completely in a report of this type. A few illustrative cases are
set forth, however, to indicate what is possible of accomplishment in
the way of simplifications and savings through forms control work.

A combined "Determination of Award" and "Certificate of Social
Insurance Award" form was developed by the Federal Securlty Agency and
approved by the General Accounting Office. This form, which will be
used vhenever an inltial or subsequent monthly benefit award is made
to a single claimant (other than those cases subject to Sections 202(g)
and 203(a) of the Social Security Act Amendments of 1950), not only
will cut down on the average processing time of new claims but, based
on actuarial estimates, will be used in 70 percent of all claims for
ionthly insurance benefits with annual recurring savings in excess of
$70,000.

In conjunction with the development of a mechanized payroll system
for use in Region 3, Washington, D. C., General Services Admiuistration,
individual pay record and payroll control reglater forms were developed
g?ich will result in estimated annual salary savings of approximately
$45,000,

On the basis of recommendations of the General Accounting Office
to the Govermment Printing Office, the quality and welght of paper of
standard forms prescribed by the Cowptroller General were changed to
a less costly quality and welght, without detrimental effect as to
legibility and durability, resulting in estimated repetitive savings
to the Government of $112,000 annually.
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~ ILLUSTRATIVE HIGHLIGHTS - From 1953 Progress Report under the

Joint Program to Improve Accounting in the Federal Government. .
A \ -

Inasmuch as the progress report itself represents only an illus-
trative summary of improvements made this year in the Govermment's
accounting, any effort to capture in a few pages the aggregate effect
of these reported achievements cannot do justice to the real worth and
extensive spread of the truly impressive gains realized in all program
areas. However, to give some indication of the extent and kind of pro-
gress which has been made, some of .the items contained in the report are
highlighted below.

A. General developments. These include representative activities
of the three central fiscal agencies relating to their responsibilities
in their respective fields and are in addition to the guidance and
assistance furnished by them on a day-to-day cooperative basis in con-
nection with specific projects under the Jjoint program for which the
operating agencies have prime responsibility.

1. Central accounting. PFinal steps in the elimination of
outmoded centralized warrant processes taken through issuance of
Joint Regulation No. 4 by the Secretary of the Treasury and the
Comptroller General abolishing accountable warrants and covering
warrants. This completes foundation for proceeding with intensive
development of suitable integration of Treasury accounting with
agency accounting. Reorganization of Treasury accounting function
to this end saves $98,000 anmually in Treasury.

2. Central financial reporting. Based upon simplifications
in agency~Treasury accounting relationships, program to revamp
Govermment's financial reporting practices agreed to in principle
by Comptroller General, Secretary of the Treasury and Director
of the Bureau of the Budget, and now under development. Plan calls
for establishing and presenting overall receipt and expenditure
data of the Government on a consistent basis for purposes of:
Treasury financial reports for the Govermment as a whole; the
Budget; agency reports on status of appropriations; and special
reports to Congress. In addition to providing greater consistency
in financial data availlable to all concerned these revamped
reporting practices will result in better information for review
and control of Government spending.

3. Budgeting. Expanded development in the agencies of inte-
grated budget and accounting systems that employ common classifications
for programming, budgeting, accounting and managerial control. The
1955 Budget will include 110 business-type budget presentations, an




inercase of 11 since 1954 Budget document. 1955 Budgel also
reTlects changes in budget classification of 42 organization
units. In 27 cases, appropriation pattern changed to simplifly
ageney's financlal structure.

%, Other general developments include: (a) development of

potentials of electronics in the integration of check reconcilia-
.tion and accounting operations with check payment and related
processes; (b) continued conversion of paper checks to punched
card checks thus far has saved, Govermment-wide, approximately
$350,000 annually--of 32 million checks which remained to be con-
verted as of last year, 15 million have now been so converted;

(¢) modification of GAO regulations has effected other simplifica-
tions and economies throughout the Govermment including confirmed
anmual savings in Division of Disbursement, Treasury Department,
of $148,000 instead of $66,000 previously estimated under
voucher-schedule procedures extended to the agencies for which
the Treasury disburses; (d) procurement simplification regulations
issued by General Services Administration in collaboration with
GAO authorize blanket purchase arrangements in interest of economy
and simplification. Also, other regulations issued in this area
authorize inter-agency use of local term contracts thus obviating
necessity for several agencies or organizational units of same
agency located in same plgce to enter into separate contracts for
same services; and (e) substantial amount of work done on plan

of handling Govermment transportation requests to provide
centralized billing by carriers, in lieu of present billing at more
than 3,000 locations, and yet permit recording of costs of such
requests at locations vhere agencies' accounting decentralized.

B. Agency progress. The various examples of agency progress set
forth below have been selected from Part II of the report to give some
indication of the diversified nature and breadth of coverage of the
accounting developments and improvements carried out by the individual
agencies largely on their own initiative. By no means are these examples
exhaustive or even fully representative of the total progress that has
been accomplished by the agencics this year.

1. Property. (a) Outstanding progress made by the Department
of the Army iﬁfaéveloping financial accounting for world-wide
inventories of the Army Establishment--this property accounting
system, which provides for expression of all supply items in terms
of dollars as well as items, has becn installed in all conbinental.
U. 5. depots of technical services except Ordnance Corps which is
to be completed in early 195L--necessary groundwork also laid to
install system in continental U. S. posts, camps and stations and
selected overseas commands--since 60% of available Army funds tied
up in supplies and eguipment, even a small reduction in investment
through improved financial control provided would run into hundreds
of millions of dollars; (b) other significant property accounting
developments in Department of Air Force through establishment of




monetary supply accounting in all 16 Air Materiel Commands and in
Department of Navy through improved inventory controls under stock
fund operations; (c) also, important property accounting improve-
ments in Department of Agriculture, Department of Health, Education
and Welfare, and Department of Justice, particularly as a part of
overall program spearheaded by General Services Administration for
better property and supply management in the Govermment.

2. Development and installation of complete accounting
systems--marked progress in many agency areas in completing full
scale accounting systems development and installations, many of
which incorporate.significant cost features and integration of
programming, budgeting and accounting. These include: (a)

Corps of Engineers (Civil Functions), Department of Army--com-
mended highly by both Senate and House Appropriations Committees
in reports on 1954 appropriation bill with latter Committee
recommending study of system in operation to other agencies in
military construction field; (b) 16 activities in Department of
Navy converted to industrial fund installations, including 2
shipyards, 2 ordnance installations and Marine Corps Clothing .
Factory--total industrial fund installations in Navy now 29;

(c) also, in Navy Department, Marine Corps commenced operations
under revolving stock fund on July 1, 1953; (d) Alaska Road
Commission, Department of Interior--system approved by Comptroller
General in April 1953; (e) also, systems developed and installed
in Bureau of Land Management, Bureau of Mines and Office of the
Governor of Alaska, in Department of Interior; (f) Federal Exten-
sion Service and Motion Picture Scrvice, Office of Information in
the Department of Agriculture--improved systems installed: (g)
system of Bureau of the Mint, Treasury Department, officially
approved; (h) Bureau of the Budget; (i) systems developed and
installed for Operatlons, Matching Fund, and Stockpiling programs
of Federal Civil Defense Administration; (j) Government Printing
Office commenced operations under revolving fund July 1, 1953,
utilizing accrual basis of accounting and submitting annual budgets
on business-type basis; and (k) Selective Service System in which
simplified, fully decentralized system, with allotment control
accomplished entirely through general ledger, has been enthusias-
tically recelved by State Directors in 57 locations, and has
effected many economies.

3. Other major systems work undervay include: (a) Soil

Conservation Service, Department of Agriculture; (b) extension

of industrial funds in 206 activities of Department of the Army
scheduled by July 1, 1954; (c) development of integrated budget
and accounting system in Department of Air Force on an accrual
basis to encompass all assets, liabilities, income and expensc;
(d) Post Office Department in which major accounting and financial
administration improvements are being made incident to adoption of
modern concepts of controllership and attendant business-type
approaches for accounting, budgeting and costs; (e) Internal
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Revenue Service, Treasury Department, which is developing its
reverue accounting system as a parv of a vigorous management

improvement program; and (I) Panama Canal Company with emphasis
on developing costs on an "activity" accounting basis.

. TFxamples of savings. The most significant savings result-
ing from accounting improvements, by far, are those which cannot
be separately identified since they are reflected indistinguish-
ably in more economical manazement made possible by improved
financial information. However, substantial savings have also
resulted which are directly attributable to simplifications and
improvements in accounting procedures, of which the following are
some cxamples from the past year:

(a) Reduction of 10 man years in Rural Electrification
Administration, Department of Agriculture, through adoption
of revised system for loan accounts.

(b) Reduction of 63 employees in 1953 in the Division of
Accounts, Maritime Administration, Department of Commerce,
attributed in part to revised accounting methods and procedures,

(c) Department of the Army saves $3,000,000 in 7 activi-
ties operating under improved management controls provided
by industrial funds--also, inventories reduced by $7,000,000
through accounting disclosures of excessive levels.

{(a) Department of Air Force increased collections of
reimbursable transactions from $22,500,000 four years ago to
$66,000,000 this year after installing improved accounting
control over receivables.

(e) Savings of $200,000 annually in check issuance and
postage alone accomplished in Department of Health, Education
and Welfare through use of improved check procedures for 0O1ld
Age and Survivors Insurance payments.

(f) Improvements in accounting system of Administrative
and Legal Activities of Department of Justice save $58,000
annually, including elimination of 14 positions.

(g) New feec accounting procedures in Immigration and
Naturalization Service, Department of Justice, save $100,000
annually, including 20 positions but excluding postage,
stationery, etc.
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(h) Post Office Department, through improved procecdures
for postmaster accountability, saves preparation of 235,000
daily financial statements per year and submission of 200,000
reports per year by postmasters in 300 largest post offices
alone. Also, other paper work in documentation of postmasters'
accounts reduced by at least 75%. For example, 66 pounds of
documents formerly required to support one account for threc
months period in Boston Post Office reduced to several ounces
of material.

(i) Number of financial reports required to be submitted
to Department of State and Division of Disbursement, Treasury
Department, by foreign service posts reduced 50% by adoption
of imprest fund techniques.

(j) Bureau of Public Debt, Treasury Department, saves
$1.7 million annually through reviscd procedures for handling
retired U. S. Savings Bonds and destruction of unfit U. 5.
currency.

(k) General Services Administration effects savings of
15 man years and reduction of inventory records from 80,000
to 5,500 through improved inventory cards in Emergency Procure-
ment Service.

(1) vVeterans Administration saves or will have potential
savings of (1) $400,000 annually through new machine account-
ing system for dividend credit and deposit accounts in all
district offices; (2) $185,000 from improvement of insurance
" premium record card; (3) $25,000 in alliotment procedure im-
provements; (4) $889,000 in excessive charges recovered through
improved institutional audit techniques; (5) collection of
$750,000, which might not otherwise have been collected,
through improved procedures relative to unpaid 1948 insurance
dividend accounts; (6) $50,000 annually through elimination of
asset checks of deceased recipients of veterans benefits; (7)
$750,000 on postage alone through improwved insurance premium
billing; (8) elimination of typing of 6,000,000 checks in
Treasury Department through improvements in transfer posting
procedures; and (9) $645,000 annually through simplificd re-
newal procedures for NSLI term policies.

(m) savings in excess of $65,000 annually in Railroad
Retirement Board through changes from quarterly to annual wage
reporting by employers.

(n) Selective Service System saves 11 man years, eliminates
53 bookkeeping machines and eliminates 4,650 allotment accounts
through development and installation of simplified and decen-
tralized accounting system.




