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LETTER OF TRANSMITTAL 

FEBRUARY 20, 1961. 
The PRESIDENT OF THE SENATE. 

DEAK MR. PRESIDENT : In accordance with authority of Senate Ees-
olution 68, 87th Congress, I submit herewith a copy of a report com
piled by the staff of the Committee on Govemment Operations, en
titled "Financial Management in the Federal Govemment," for print
ing as a Senate document. 

As indicated in the introduction to the report, the staff had the ac
tive cooperation of the Comptroller General, the Director of the 
Bureau of the Budget, the Secretary of the Treasury, and members 
of the Joint Financial Management Improvement Program in the 
development of information relative to improvements in the financial 
operations that have been made throughout the Federal Government. 

The report also contains complete background information on leg
islative actions taken and proposals considered by the various com
mittees of the Congress which relate to fiscal problems of the Con
gress and the executive branch. This data should be of value and 
assistance to Members of Congress and to congressional committees 
in connection with consideration of fiscal legislation during the pres
ent and future Congresses. 

This staff report was published as a committee print on December 
30,1960. It is being reprinted to supply copies in response to requests 
received by the committee. As reprinted, it is identical to the commit
tee print except for minor corrections and the addition of a new 
Appendix G, listing fiscal legislation introduced in the 87th Congress 
through Febraary 20,1961. 

To illustrate the value and utilization of this report, I attach a letter 
addressed to me, as chairman of the committee, from the Honorable 
Joseph Campbell, Comptroller General of the United States, and ex
tracts from a communication addressed to the staff director by Dr. 
George B. Galloway, Senior Specialist in American Government and 
Public Administration, Legislative Reference Service, Library of Con
gress, who is the author of a book on "Reform of the Federal Budget," 
issued by the Legislative Reference Service in 1950. 

JOHN L. MCCLELLAN, 
Chairmxm, Committee on Govemment Operations. 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, February 10, 1961. 

Hon. JOHN L . MCCLELLAN, 
Chairman, Committee on Govemment Operations, 
U.S. Senate, Washington, D.C. 

DEAR MR. CHAIRMAN: We have read, with great interest, your 
committee's report on "Financial Management in the Federal Govern
ment." This comprehensive analysis prepared by the committee's 
staff is a remarkable document to which all concerned can point with 
pride. 

We have watched with admiration the painstaking, thorough, and 
workmanlike fashion with which the director of the staff, Mr. Walter 
Reynolds, proceeded about this complicated subject. I t has been a 
privilege to ease a difficult task for him as best we could. 

Not only will this historic work be of great value to congressional 
coinmittees and Members of Congress, it £uso should be required read
ing and reference for anyone seriously concerned with financial man
agement in Government. For our part we are seeing to it that all of 
our professional staff will have the report in hand. 

Sincerely yours, 
JOSEPH CAMPBELL, 

: Comptroller Gener cd of the United States. 

THE LrBEARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 

Washington, D.C, November 2,1960. 
Mr. WALTER L. REYNOLDS, 
Staff Director, 
Oom/mittee on Govemment Operations, 
U.8. Senate, Washington, D.C. 

DEAR WALTER : I have read with much interest the proofs of your 
proposed report on "Financial Management in the Federal Govem
ment," in accordance with your request of October 13. This report is, 
indeed, a monumental historical and analytical job. I t is probably the 
most comprehensive and detailed review of the subject that has ever 
been compiled and contains a wealth of fresh data on financial ad
ministration, especially in parts V and VI. The report will long be 
an invaluable source book for the use of interested Members and com
mittees of Congress and of students of public finance. 

I find nothing in the report that deserves, serious criticism. Every 
important aspect of the subject seems to be adequately covered. 

With hearty congratulations upon your excellent report, I am, 
always with best regards. 

Cordially yours, 
GEORGE B. GALLOWAT, 

Senior Specialist in American Govemment 
and Public Administration. 
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FINANCIAL MANAGEMENT IN THE FEDERAL 
GOVERNMENT 

INTRODUCTION 

The Senate Committee on Government Operations, under the Legis
lative Reorganization Act of 1946, is charged with the responsibility 
for all legislation relating to "budgeting and accounting measures, 
other than appropriations," and for exercising continuous surveillance 
over the execution of budgeting and accounting laws. In addition, 
the committee is charged with the duty of studying the operations of 
Government at all levels with a view to determining its economy and 
efficiency. 

This report is a comprehensive analysis of existing and proposed 
legislation relating to the financial management of the Federal Gov
ernment, and is submitted to the Senate under the above authority. 
The information set forth in this study should prove of great value to 
congressional committees and to Members of the Congress when con
sidering future legislation relating to fiscal operations of the Federal 
Government. 

The report includes a history of financial improvements in the Fed
eral Government prior to the 80th Congress; recommendations of 
the First and Second Hoover Commissions on budget and accounting, 
and the implementation of these recommendations by the Congress; 
major budget and accounting legislation enacted from the 80th 
through the 86th Congresses; financial management improvements 
made by the departments and agencies on a Government-wide basis 
and under specific acts; and the history of major budgeting and ac
counting legislation proposed, such as the creation of a Joint Commit
tee on the Budget, an omnibus appropriation bill, legislation proposing 
an item veto, and other proposals. 

The present system of numbering legislative acts, which indicates 
the Congress preceding the number of the act, was used throughout 
the report, although such numbering system was not initiated until 
the 85th Congress. Also, in many instances, the title of Committee on 
Government Operations was used instead of the former title of Com
mittee on Expenditures in the Executive Departments. 

_ During the 86th Congress, several bills dealing with the finan
cial affairs of the Federal Government were introduced and referred 
to the Committee on Government Operations. Three of these bills 
related to proposals placed before this committee and the Congress in 
various forms for a number of years, including the present Congress, 
which would authorize the President to reduce or eliminate items in 
appropriation bills (S. 2373) and to separate capital and operating 
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expenditures in the national budget (S. 1244 and S. 1560). In con
sidering these proposals in previous Congresses, it was the consensus 
of the committee that before action is taken a thorough review of 
the past legislative history should be made. 

The cominittee gratefully acknowledges the cooperation of the 
Comptroller General, the Director of the Bureau of the Budget, 
the Secretary of the Treasury, and members of the Joint Financial 
Management Improvement Program in the development of informa
tion on the financial improvements that have been made throughout 
the Federal Govemment. This information is outlined in part V of 
the report. The committe also wishes to extend to the Comptroller 
General its appreciation for making available the services of Mr. Leon 
C. Hall, who directed the preparation of this report. 

In addition, the committee obtained from the General Services 
Administration, the Department of Defense, and the Post Office De
partment pertinent information relating to financial improvements 
made by those agencies under the Federal Property and Administra
tive Services Act of 1949, title IV of the National Security Act Amend
ments of 1949, and the Post Office Department Financial Control Act 
of 1950, respectively. Tliis information is found in part VI of the 
report. 

The committee realizes that one of the most vital requirements for 
the future administration of the Federal Government, if it is to cope 
successfully with aU the vast problems confronting it, is a continual 
improvement in the handling of its finances. I t is with this thought 
in mind that this document is submitted to the Senate. 



PART L BACKGROUND 

EARLY HISTORY 

The drafters of the Constitution, in their wisdom, realized the bene
fit of vesting in the Congress control over the financial affairs of the 
Federal Govemment. In article 1, section 8, the Congress is specifi
cally given the power to lay and collect taxes, to borrow money on the 
creait of the United States, and to coin money. Further legislative 
control is found in section 9, clause 7, which provides that: 

No money shaU be drawn from the Treasury, but in conse
quence of appropriations made by law; and a regular state
ment and account of receipts and expenditures of all public 
money shall be published from time to time. 

The meaning of this clause of the Constitution has never been in 
issue. I t was explained long ago by the first Secretary of the Treas
ury, Alexander Hamilton, who was also a Founding Father, as follows: 

The design of the Constitution in this provision was, as I con
ceive, to secure these important ends,—that the purpose, the 
limit, and the fund of every expenditure should oe ascer
tained by a previous law. The public security is complete in 
this particular, if no money can be expended, but for an 
object, to an extent, and out of a fund, which the laws have 
prescribed.^ 

Commencing with the Treasury Act of 1Y89, which provided for 
an auditor and a comptroller in the Department of the Treasury, the 
Congress relied upon the discretion of accounting officers to enforce 
legislative provisions relating to the expenditure of public funds. 
Since the accounting officers were under the Department of the 
Treasury, then ia the executive branch of the Govemment, and since 
Congress did not keep in close touch with or exercise close over
sight jurisdiction over fiscal administration, there soon developed a 
relaxation of controls over Federal expenditures. 

The Congress, recognizing that fiscal controls were gradually being 
weakened J repeatedly enacted laws with the objective of correcting 
the situation. The act of March 3, 1809 (2 Stat. 535), required offi
cers who received public money to account for it in accordance with 
appropriations, and to apply it solely to the purpose for which funds 
were appropriated. The act of March 3,1817 (3 Stat. 366), required 
all claims against the United States to be settled in the Department 
of the Treasury. The act of January 31, 1823 (3 Stat, 723), pro
hibited the advance of public funds, except advances to disbursing 
officers made "under the special direction of the President," and 
regulated the rendition of accounts by public officers. To secure more 

>PoweU, F. W., "Control of Federal Expenditures—A Documentary History" (Brook
ings Institution, 1939), p. 133. 

8 
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adequate review, the Congress, from time to time, altered the position 
of the comptrollers and added additional auditors to the Treasury 
staff and, in 1868, made the balances certified by the auditors in the 
settlement of accounts conclusive upon the executive branch. 

I n 1893, Congress continued its efforts to find a satisfactory solution 
to the Government's financial situation by creating the Dockery Com
mission. This Commission's findings resulted in the enactment of the 
Dockery Act of 1894. Pertinent findings of the Commission and 
changes brought about by that act follow. 

DOCKERY A C T OF 1894 

(28 STAT. 205) 

The annual report of the Secretary of the Treasury for 1892 pointed 
to needed changes in methods of disbursing public moneys and the 
examination and settlement of public accounts, and suggested creation 
of a Comptroller General or Chief Comptroller of the Treasury. 

The act approved March 3, 1893, created the Dockery Commission, 
consisting or three Senators and three Representatives, with a directive 
to inquire into laws organizing the executive departments and agencies 
and subordinate units, their operations and the efficiency of their 
employees, and to determine whether existing laws could be modified 
to secure greater efficiency in Federal fiscal operations. 

The Commission was authorized to employ experts, and pursuant to 
this authority, the experts on Treasury bookkeeping assigned to the 
Commission recommended that— 

The law requires, and should continue to require the signa
ture of the Secretary of the Treasury upon all warrants for 
money advanced or expended out of, and upon all warrants 
for the covering of the revenue into, the General Treasury. 
This makes it necessary for him to be aware of the status of 
the accounts for which he signs warrants. He should con
tinue to receive from his own office the information wliich 
he now receives as to appropriations, etc., and should also have 
knowledge and supervision of all public accounts. To pro
vide for this, the Division of Warrants, Estimates, and 
Appropriations, which he now has to give him the required 
information, should be enlarged to take in the personal 
ledgers which are now kept in the offices of the Register of 
the Treasury and of the Second, Third, and Fourth Auditors, 
to be called the Division of Bookkeeping and Warrants. 

The one exception to the plan of bringing all accounts 
together in one office under one supervision is that of the Sixth 
Auditor of the Treasury, or Auditor for the Post Office 
Department. The post-office funds are kept separate from 
those of the General Treasury and are drawn upon by war
rants of the Postmaster General, countersigned by the Sixth 
Auditor of the Treasury; and it therefore would seem advis
able (at the present time) not to bring these accounts into 
the same office as that of the other accounts of the Govern-
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ment, as the funds are not under the control of the Secretary 
of the Treasury; but the total receipts and expenditures 
should be reported to the Secretai-y of the Treasury quarterly, 
to be incorporated into the general reports. 

Combining the books under one head, and that head the 
Secretary of the Treasury, would afford that officer facilities 
for making complete aggregate statements of the financial 
operations of all of the Departments of the Government; and 
such statements should be made for given periods by the 
Secretary of the Treasury, from time to time, and be known 
as the official and authentic statements; and he should render 
to Congress, at the beginning of each regular session, a com
bined statement of receipts and expenditures, including those 
of the postal service; and he should cause the accounts of all 
receipts and expenditures to be so kept as to enable him to give 
to Congress, on the call of either House thereof, a statement 
of the details of all receipts and expenditures for any period, 
by months, quarters, or years. And, further, it should be 
required that other Departments of the Government should 
use the figures quoted by the Secretary of the Treasury, when 
making official detailed statements relating to the financial 
affairs of the respective departments. I t is confusing and 
misleading to render two statements of the same thing, for 
the same period, by two offices, which show different results. 

CHANGES BROUGHT ABOUT BY THE DOCKERY ACT 

The outcome of the work of the Commission was the enactment of 
the Dockery Act, approved July 31,1894, which streamlined the prior 
financial system and effected some reforms which had been advocated 
for many years. The following principal changes were brought about 
by the act: 

(1) The Office of Comptroller of the Treasury was created. 
The several kinds of "comptrollers" which had mushroomed 
under previous laws were abolished, and centralized control was 
lodged in the Comptroller of the Treasury. 

(2) The six auditors were designated according to the depart
mental accounts they audited, the accounts to be examined by 
each were set forth, and the auditors were required to certify the 
balances on such accounts. 

(3) The departments were charged with the responsibility to 
make administrative examination of accounts before submission 
to the auditors. 

(4) Contracts were required to be deposited with the auditors. 
(5) Provisions were made for rendition by the Comptroller 

of decisions on the legality of proposed expenditures of public 
funds in advance of actual payments. 

(6) A Division of Bookkeeping and Warrants was established 
in the Office of the Secretary of the Treasury. To this Division 
was assigned the duty of maintaining the official appropriation 
accounts of the Government previously kept in the Register's 
Office and in the offices of the Second, Third, and Fourth Auditors. 

(7) The Secretary of the Treasury was required to render to 
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Congress, on the first day of the regular session, an annual com
bined statement of the receipts and expenditures of all public 
money, including those of the Post Office Department. (Pre
viously a statement of receipts and expenditures had been sub
mitted to Congress each year imder a standing order of the House 
of Representatives dated December 30, 1791). 

The act also continued the requirement of countersignature by the 
Comptroller on warrants for the advance of money, and reenacted 
the provision that the balances certified by the auditors were final and 
conclusive on the executive branch, subject to appeal to the Comp
troller, whose decision was final on that branch but not on the Congress 
or the courts. In addition, the act contained various procedural pro
visions such as those relating to the time for rendition of accounts 
of accountable officers and special provisions for Post Office accounts. 

The changes brought about by the Dockery Act provided the Con
gress with better control than in the past. However, since the Comp
troller and auditors remained executive officers, the Congress still 
lacked the independent review of the legality and propriety of ex
penditures of the executive branch essential to its effective exercise 
of the power of the purse. This was not accomplished imtil 27 years 
later when the Congress enacted the Budget and Accounting Act of 
1921 creating the General Accounting Office and making it completely 
independent of the executive branch and responsible only to the 
Congress. 

BUDGET AND ACCOUNTING ACT OF 1921 ^ 

(42 STAT. 20; 31 U.S.C. 1) 

The Budget and Accounting Act of 1921 made a number of im
portant changes in the financial management of the Federal Govern
ment, many of which are still in operation. The most significant was 
the establishment of a national budget system by creating the Bu
reau of the Budget in the Department of the Treasury, administered 
by a Director responsible only to the President and, secondly, the 
establishment of the General Accounting Office under the administra
tive direction of a Comptroller General, responsible only to the Con
gress. The act provided for an independent audit of the Govern
ment's financial transactions by the General Accounting Office, with 
reports thereon to be submitted directly to the Congress. 

NATIONAL B U D G E T SYSTEM 

Title I I of the act provided that the President should transmit to 
the Congress at the beginning of each session a national budget, and 
authorized the President, at his discretion, to submit supplemental 
or deficiency estimates that are necessary on account of laws enacted 
after transmission of the budget or which are otherwise in the public 
interest. Specific information to be included in the budget was set 
forth in section 201 of the act. 

I t was the purpose of the budget system to provide in financial terms 
for planning, information, and control. Through the budget the 
spending agencies were required to translate their work programs in 

• See app. A, pp. 275-295, for provisions of tlie act, as amended. 
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advance into fiscal terms so that each activity might be brought into 
balance and proportion with all other Federal activities and with the 
revenues and resources of the Government, and in harmony with long-
range and general economic policies. The budget not only was es
tablished to serve as the basis of information for the Congress and the 
public with regard to the past work and future plans of the administra
tion, but also as the means of control of the general policy of the 
Government by the legislative branch and of the details of adminis
tration by the executive branch. 

CREATION OF THE BUREAU OF THE BUDGET 

The Bureau of the Budget, headed by a Director was placed in 
the Department of the Treasury» by section 207 of the 1921 act. 
The Bureau was charged with the responsibility of preparing the 
budget for the President, including any supplemental or deficiency 
estimates, with authority to assemble, correlate, revise, reduce, or 
increase the estimates of the several departments and establishments. 

The Bureau, when directed by the President, was given the power, 
under section 209, to make detailed studies of the departments and 
establishments for the purpose of enabling the President to determme 
what changes should be made in (1) the existing organization, activi
ties, and methods of conducting the business of such departments or 
establishments, (2) the appropriations therefor, (3) the assignment of 
particular activities to particular services, or (4) the regrouping of 
services. Reports of such studies may be transmitted to Congress by 
the President with his recommendations. 

_ To enable the Bureau to discharge its responsibilities, section 213 
directed the departments and establishments to furnish to the Bureau 
such information as it might from time to time require, and provided 
that employees of the Bureau, when duly authorized, should have 
access to, and the right to examine, any books, documents, papers, or 
records of such departments or establishments. 

The creation of the Bureau of the Budget was a major step in the 
direction of effective financial management in the executive branch 
of the Government. It placed upon the President responsibility for 
the preparation of a comprehensive annual budget and recognized 
the need for Executive discretion and leadership in preparing and 
submitting to the Congress a program for Federal expenditures. At 
the same time it provided the President with one of the primary in
struments needed for effective overall management of the executive 
establishment. The Director of the Bureau is appointed by the Presi
dent and reports directly to him. The Director is one of the few 
high-ranking policy officials in the executive branch who does not re
quire confirmation by the Senate. The Bureau of the Budget was 
set up as an arm of the President for centralized fiscal management 
of the vast administrative machine thereby enabling him_ tp submit 
regularly to the Congress a complete report on past activities and 
future programs for approval. Through its control over budgeting, 
the Bureau is in a key position to detect weaknesses in the organiza-

• Tlie Bureau of tlie Budget was later transferred from the Department of the Treasury 
to the Executive Offlce of the President by Executive Order 8248, Sept 8, 1039. 

65686—61 2 
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tion and functioning of the various departments and agencies and to 
make recommendations to the President, the Congress, and the depart
ments in the interest of economy and efficiency. 

CREATION OF THE GENERAL ACCOUNTING OFFICE 

Title I I I of the act provided for the establishment of a General 
Accounting Office, headed by a Comptroller General of the United 
States. Such appointee would be independent of the executive branch 
and responsible only to the Congress as its fiscal representative and 
auditor. The Comptroller General and the Assistant Comptroller 
General are appointed by the President, with the advice and consent 
of the Senate, for a period of 15 years. The Comptroller General is 
not eligible for reappointment. The Comptroller General and the 
Assistant Comptroller General can be removed only by joint resolu
tion of Congress, after notice and hearing, when, in the judgment of 
Congress, either has become permanently incapacitated or has been 
inefficient, or guilty of neglect of duty, or of malfeasance in office, or 
of any felony or conduct involving moral turpitude, and for no other 
cause and in no other manner except by impeachment. 

AUTHORITY CONFERRED UPON THB GENEPJiL ACCOUNTING OFFICE 

Under section 304 of the act, all the powers and duties which had 
been previously imposed by law and exercised by the Comptroller of 
the Treasury and the six auditors of the Department of the Treasury, 
and the duties of the Division of Bookkeeping and Warrants of the 
Office of the Secretary of the Treasury relating to the keeping of the 
personal ledger accounts of disbursing and collecting officers, were 
vested in the General Accounting Office. This included the duty of 
rendering advance decisions, previously imposed upon the Comptroller 
of the Treasury by the Dockery Act. The offices of Comptroller of 
the Treasury and Assistant Comptroller of the Treasury and six 
auditors in the Department of the Treasury were abolished.* 

Section 305 amended section 236 of the Revised Statutes to provide 
that all claims and demands whatever by the Government of the United 
States, or against it, and all accounts whatever in which the Govern
ment of the United States is concerned, either as debtor or creditor, 
should be settled and adjusted in the General Accounting Office. 

Section 309 of the act gave the Comptroller General the power to 
prescribe the forms, systems, and procedure for the administrative 
appropriation and fund accounting in the various departments and 
establishments and the administrative examination of fiscal officers' 
accounts and claims against the United States. 

The Comptroller General is required by section 312 to investigate, 
at the seat of government or elsewhere, all matters relating to the 
receipt, disbursement, and application of public funds, and to make to 
the Congress annually, and to the President when requested, a report 
on the work of the General Accounting Office containing recommenda
tions for legislation he deems necessary, and to include in the regular 

•For committee documents relating to audits by the Comptroller General, see S. Rept. 
No. 2685, Slst Cong.; S. Rept. No. 861, 83d Cong.; and S. Rept. No. 1572, 84th Cong. 
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report or in special reports recommendations looking to greater 
economy and efficiency in public expenditures. 

Section 312 also required the Comptroller General to make such 
investigations and reports as ordered by either House or any committee 
of the Congress having jurisdiction over revenues, appropriations, or 
expenditures; to report on any expenditures or contract made in viola
tion of law and on the adequacy of administrative examination and 
inspection of fiscal aecoimts and offices; and to furnish informa
tion requested by the Bureau of the Budget on expenditures and 
accounting. 

The act required the heads of all departments and establishmeDts 
to cooperate with the Comptroller General by furnishing such infor
mation regarding the powers, duties, activities, organization, finan
cial transactions, and methods of business of their respective offices as 
he may from time to time require. The Comptroller General, or any 
of his assistants or employees, when duly authorized by him, was 
authorized, for the purpose of securing such information, to have 
access to and the right to examine any books, documents, papers, 
or records of any department or establishment. 

The scope and authority of the General Accomiting Office has been 
extended by subsequent legislation, such as the Government Corpora
tion Control Act of 1945, the Federal Property and Administrative 
Services Act of 1949, the Post Office Department Financial Control 
Act of 1950, and the Budget and Accounting Procedures Act of 1950. 
The legislative history and provisions of these acts are discussed in 
parts I and IV of this report. 

VETO OF THE FIRST BUDGET AND ACCOUNTING ACT BY PRESIDENT WILSON 

The Congress devoted a great deal of effort toward perfecting legis
lation and establishing procedures to insure that the new General 
Accounting Office would be independent of the executive branch and 
directly responsible to the Congress. Much thought was given to the 
inclusion of a provision by which the proposed heads—the Comptroller 
General and the Assistant Comptroller General—would be appointed 
by the Congress as its agents without any Presidential influence or 
control. Two major objections were raised to this latter procedure: 
(1) That it might involve a constitutional question as to the authority 
of the Congress to make appointments of Federal officers or take ac
tion which might afl'ect the power of the President with respect to the 
appointment of such officers, and (2) whether or not the terms of these 
officers might be terminated by succeeding Congresses on a possible 
partisan political basis.' 

To meet these objections, the appointive power was vested in the 
President under conditions which were designed to guarantee tenure 
of office on a basis similar to the appointment of Federal judges, in 
the sense that they were not removable by the President. The orig
inal bill, as approved by the Congress, provided that the Comptroller 
General and the Assistant Comptroller General were to serve during 
good behavior and could be removed only when either officer "is in
capacitated, or has become inefficient, or has been guilty of neglect of 
duty, or of malfeasance in office, or of any felony or conduct involving 

0 See app. B, pp. 297-321, Staff Memorandum No. 83-2-33, dated Nov. 24,1954. 
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moral turpitude * * * and for no other cause and in no other manner 
except by impeachment," and that, where action was to be instituted to 
remove either of these officers, imder the prescribed conditions, only 
action by the Congress itself, through the adoption of a concurrent 
resolution, would be effective in bringing about such removal. 

President Wilson on June 4, 1920, vetoed this bill, H.R. 9783 (H. 
Doc 805, 66th Cong.), on the grounds that the provision authorizing 
removal by concurrent resolution of Congress was in violation of the 
constitutional authority vested in the Chief Executive to remove ap
pointive officers, and its enactment would be an encroachment on the 
authority of the President. The first paragraph of the President's 
veto message had this to say: 

I am returning without my signature H.R. 9783, an act to 
provide a national budget system, an independent audit of 
Government accounts, and for other purposes. I do this with 
the greatest regret. I am in entire sympathy with the objects 
of this bill and would gladly approve it but for the fact that 
I regard one of the provisions contained in section 303 as 
unconstitutional. This is the provision to the effect that the 
Comptroller General and the Assistant Comptroller General, 
who are to be appointed by the President with the advice and 
consent of the Senate, may be removed at any time by a con
current resolution of Congress after notice and hearing, when, 
in their judgment, the Comptroller General or Assistant 
Comptroller General is incapacitated or inefficient, or has 
been guilty of neglect of duty, or of malfeasance in office, or 
of any felony or conduct involving moral turpitude, and for 
no other cause and in no other manner except by impeach
ment. The effect of this is to prevent the removal of these 
officers for any cause except either by impeachment or a 
concurrent resolution of Congress. I t has, I think, always 
been the accepted construction of the Constitution that the 
power to appoint officers of this kind carries with it, as an in
cident, the power to remove. I am convinced that the Con
gress is without constitutional power to limit the appointing 
power and its incident, the power of removal derived from 
the Constitution. 

The President's veto of H.R. 9783 was sustained by the House of 
Representatives on June 4, 1920 {Congressional Record, p. 8613). 

APPROVAL OF THE BUDGET AND ACCOUNTING ACT OF 1921 

At the beginning of the 67th Congress, a similar bill (S. 1084) was 
introduced and passed by both Houses, followed by a conference in 
which the conferees reported (H. Rept. 96,67th Cong.) : 

The Senate bill provides that the Comptroller General and 
the Assistant Comptroller General shall hold office for 7 years, 
but may be removed at any time for the causes named in the 
bill by joint resolution. The House bill provides that the 
Comptroller General and the Assistant Comptroller General 
shall hold office during good behavior, but may be removed at 
any time by concurrent resolution of Congress for the causes 
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named in the bill. The bill as agreed upon in conference 
fixes the terms of office of the Comptroller General and the 
Assistant Comptroller General at 15 years, provides for their 
removal at any time by joint resolution of Congress for the 
causes named in the bill, and further provides that no Comp
troller General shall serve more than one term. 

This bill was approved by President Harding on June 10, 1921, as 
the Budget and Accounting Act of 1921. Changes made in the new 
bill, as compared with the original bill vetoed by President Wilson, pro
vided that the term of office of both the Comptroller General and the 
Assistant Comptroller General was fixed at 15 years; the Comptroller 
General's tenure was limited to one term; and provision was made for 
removal of either official for cause by Congress by joint resolution, 
instead of by concurrent resolution. The effect of this latter change 
was to require Presidential approval of the congressional action, and 
a subsequent overriding of a Presidential veto m the event that the 
President refused to sign the resolution. 

BUDGET AND ACCOUNTING ACTIVITIES, 1930-40 

A number of proposals for changes in the financial management of 
the Federal Government were considered during the 10-year period 
1930-40. Some of the proposals were submitted to the Congress either 
under reorganization authority granted to the President or under 
authority vested in the President by statute. 

Two major studies made during this period contained significant 
recommendations relating to financial matters. They were the Presi
dent's Committee on Administrative Management, appointed by 
President Franklin D. Roosevelt, and the Senate Select Cominittee 
To Investigate the Executive Agencies of the Govemment, created by 
Senate Resolution 217 of the 74th Congress. Action taken on recom
mendations made to the Congress as a result of these two studies, and 
other changes affecting the financial operations of the Federal Gov
emment, follow: 

PROPOSED T R A N S F E R OP AUTHORITY OVER ACCOUNTINQ 8Y8TBK8 FROM 
THE GENERAL ACCOUNTING OFFICE TO THE BUREAU OF THE BUDGET 

Title IV of the act of June 30, 1932 (47 Stat. 413), generally 
known as the Economy Act, gave the President power to reorganize, 
by transfer or consolidation, the functions of executive departments 
and agencies. The power conferred did not include authority to 
abolish any function. Action by the President was to be by Execu
tive orders, which were to be transmitted to Congress and were not 
to become effective until 60 days after their transmittal. The Con
gress could veto any such Executive order, or any part thereof, by 
the passage of a resolution of disapproval by either House within 60 
days of its transmission. 
Recommendations of President Hoover 

Under this authority, President Herbert Hoover submitted to Con
gress Executive Orders 6959-5969 on December 9,1932, reorganizing 
the executive branch of the Government* One of these orders (Ex-

• H. Des. 408, 72a Cone- (79 PP.) eontelns the BxMotlT* ot ivn end fappertlns MattriaL 
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ecutive Order 5959), relating to the financial affairs of the Govern
ment, recommended that the following functions be transferred to 
the Bureau of the Budget: 

1. The powers and duties now exercised by the General 
Accoimting Office which relate to the designing, prescribing, 
and installation of accounting forms, systems, and procedure 
in the several executive departments and independent estab
lishments, except that the Comptroller General shall retain 
the power and duty to prescribe the form and manner in 
which accounts shall be submitted to his Office for audit. 

2. The powers and duties now exercised by the General 
Accoimting Office which relate to the administrative exami
nation of fiscal officers' accounts and claims against the 
United States, and the adequacy and effectiveness of the ad
ministrative examination of accounts and claims in the re
spective departments and establishments, and the adequacy 
and effectiveness of departmental inspection of the officers 
and accounts of fiscal officers. 

President Hoover's reason for this recommendation was stated in 
his message, as follows:'' 

* * * It is not, however, a proper function of an establish
ment created primarily for the purpose of auditing Govem
ment accounts to make the necessary studies and to develop 
and prescribe accounting systems involving the entire field of 
Government accounting. Neither is it a proper function of 
such an establishment to prescribe the procedure for nor to 
determine the effectiveness of the administrative examination 
of accounts. Accounting is an essential element of effective 
administration, and it should be developed with the primary 
objective of serving this purpose. * * * 

The House Committee on Expenditures in the Executive Depart
ments, to which the message had been referred in the previous 
Congress, recommended the passage of a resolution disapproving the 
Executive orders.* The resolution was adopted on January 19,1933.' 
As a result of this action, the transfers recommended by President 
Hoover in Executive Order 5959, under authority of the act of 
June 30, 1932, did not become effective. 

AUTHORITY TO APPORTION FUNDS TRANSFERRED TO THE BUREAU OF THE 
BUDGET, EXECUTIVE ORDER 6166 

The act of June 30,1932, was amended by the act of March 3, 1933 
(Public Law 72-428, 47 Stat. 1517), vesting in the President power to 
abolish as well as to consolidate or transfer functions of any executive 
agencies in order to reduce Government expenditures. The amended 
act increased the Executive power in that it did not provide for a 
congressional veto of Executive orders issued by the President. Such 
orders became effective 60 days after transmittal to Congress, unless 
the Congress set an earlier effective date. 

* H. Doc. 488, 72d Con. (p. 70). 
» H. Res. 334, H. Sept. 1883, T2d Cong. 
* Congressional Record, Jan. 19, 1933, p. 2120. 
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Pursuant to this authority. President Roosevelt, by Executive Order 
6166, dated June 10,1933,^" transferred the authority to make, waive, 
and modify apportionments of appropriations from the heads of 
departments and independent establishments to the Director of the 
Bureau of the Budget. This authority gave the President greater 
controls over expenditures of appropriated funds and provided a 
means for effecting economies in the Govemment. 

THE P R E S I D E N T ' S COMMITTEE ON ADMINISTRATIVE MANAGEMENT, 1936 

The Committee on Administrative Management was created by 
President Franklin D. Roosevelt on March 22, 1936, to which Louis 
Brownlow, chairman, Charles E. Merriam, and Luther H. Gulick 
were appointed. The Committee has often been referred to as the 
"Brownlow Committee." 

The Committee was to make a study of the organization of the 
administrative departments and agencies of the Federal Government, 
with the primary purpose of considering the problems of administra
tive management. 

On January 12,1937, President Roosevelt sent a message to Congress 
transmitting the report of his Committee on Administrative Manage
ment."̂ ^ This report was supplemented by a series of nine studies 
of administrative management in the Federal Government. Titles of 
these studies were: 

^ 1) "Personnel Administration in the Federal Service." 
'2) "Financial Control and Accountability." 
* 3) "The General Accounting Office." 
|4) "The Problem of the Independent Regulatory Commissions." 
'5) "Departmental Management." 

I "Executive Management and the Federal Field Service." 
I "Government Corporations and Independent Supervisory 

Agencies." 
f8) "The Exercise of Rule-Making Power." 
(9) "The Preparation of Proposed Legislative Measures by Ad

ministrative Departments." 
In his message, the President presented the Committee's program 

proposing to bring the administrative management of the Federal 
Government up to date. It included the following five major recom
mendations : 

(1) Expand the White House staff so that the President may 
have a sufficient group of able assistants in his own office to keep 
him in closer and easier touch with the widespread affairs of ad
ministration, and to promote speedier clearance of the knowledge 
needed for Executive decision. 

(2) Strengthen and develop the managerial agencies of the 
Government, particularly those dealing with the budget and 
efficiency research, with personnel and with planning, as manage
ment-arms of the Chief Executive. 

(3) Extend the merit system upward, outward, and downward 
to coyer practically all non-policy-determining posts; reorganize 
the civil service system as a part of management under a single, 

>» Submitted to Congress, June 10, 1933, H, Doc. 69, 73d Cong. 
" S. Doc. 8, 75th Cong., "Reorganization of the Executive Departments;" 84 pp. 
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responsible administrator, and create a citizen board to serve as 
the watchdog of the merit system, and increase the salaries of key 
posts throughout the service so that the Government may attract 
and hold in a career service men and women of ability and char
acter. 

(4) Overhaul the 100 independent agencies, administrations, 
authoritieSj boards, and commissions, and place them by Executive 
order withm one or the other of the following 12 major executive 
departments: State, Treasury, War, Justice, Post Office, Navy, 
Conservation, Agriculture, Commerce, Labor, Social Welfare, 
and Public Works: and place upon the Executive continuing re
sponsibility for the maintenance of effective organization. 

(5) Establishing accountability of the Executive to the Con
gress by providing a genuine independent postaudit of all fiscal 
transactions by an auditor general, and restore to the Executive 
complete responsibility for accounts and current transactions. 

Defects in f^cdl management 
In its report on fiscal management, the Committee stated that from 

the standpoint of overall control of the fiscal affairs of the Govem
ment, four major defects existed, namely— 

Cl) the inadequate staffing of the Bureau of the Budget; (2) 
le vesting in the office of the Comptroller General, which is 

not responsible to the President, of the settlement of claims, 
the final determination concerning the uses of appropriations, 
and the prescribing of administrative accountmg systems; 
(3) the absence of a truly independent and prompt audit of 
the financial transactions of the Government, whereby the 
Congress may hold the executive branch strictly accountable; 
and (4) the failure to devise and install a modern system of 
accounts and records.** 

To correct these defects the Committee made two sets of recom
mendations, one relating to budget and administrative controls and 
the other to control of accounting and expenditures. 
Recommendations for budget and administrative control 

To aid the President in carrying out his responsibilities, the Com
mittee recommended strengthening the Bureau of the Budget as 
follows: 

1. The Director of the Bureau of the Budget should be 
relieved from routine duties and thus enabled to devote 
himself to problems of fiscal policy and planning. Pro
vision should be made for an adequate permanent staff of 
the highest competence, implemented by special assistants 
on assignment from the operating agencies and by temporary 
consultants and specialists recruited from business and in
dustry for special assignments. 

2. The execution, as well as the preparation, of the budget 
should be supervised by the Bureau of the Budget and should 
be closely correlated with fiscal programs and plans. 

the 

» S. Doc. 8, 76th Cong., p. 83. 
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3. The administrative research function of the Bureau of 
the Budget should be adequately developed to aid the Presi
dent in his duties as head of the executive establishment. 
The Bureau should carry on constructive studies in public 
administration for the constant improvement of Government 
organization and procedure and should also stimulate con
tinuous study of these problems by departments and bureaus. 

4. The information function of the Bureau of the Budget 
should be developed and improved. The U.S. Information 
Service should be transferred to it, as should other appropri
ate activities in the coordination of the field services of the 
Government. 

5. The Bureau of the Budget should serve in various ways 
as an agency of the President. Improvement should be made 
in its facilities for the clearance of Executive orders and the 
establishment of uniform codes of management in the Gov
ernment. It should assist the departments in their regulations 
goveming intemal organization. I t could render important 
service to the President and to the Congress in coordinating 
and clearing legislative recommendations which originate in 
the executive branch. 

Recommendations for control of accounting cmd expenditures 
The Committee, in its report, attacked the authority given the 

Comptroller General under the Budget and Accounting Act of 1921 
to prescribe accounting systems and to render advance rulings on pro
posed expenditures and the settlement of accounts, contending that 
these functions belong to the executive branch of the Government. 
To correct this situation the Committee's recommendations were as 
follows: 

(1) For the purpose of providing the Chief Executive with 
the essential vehicles for current financial management and 
administrative control, the authority to prescribe and super
vise accounting systems, forms, and procedures in the Federal 
establishments should be transferred to and vested in the 
Secretary of the Treasury. This recommendation is not new. 
In 1932 President Hoover recommended to the Congress that 
the power to prescribe accounting systems be transferred to 
the executive branch, * * *. 

In 1934 a special committee of the U.S. Chamber of Com
merce on Federal expenditures, headed by Mr. Matthew S. 
Sloan, recommended that all accounting activities be removed 
from the Comptroller General and placed in a General Ac
counting Office directly responsible to the President. This 
committee stated in its report: 

"Since the Comptroller General is not under Executive con
trol, as he reports to Congress and is responsible only to that 
body, the Executive is deprived of one of the most essential 
means of establishing effective supervision over expenditures, 
namely, a satisfactory accounting system directly under Ex
ecutive control. Moreover, the Comptroller General is 
now in the anomalous position of auditing his own account
ing. 
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"The Committee is convinced that accounting should be 
segregated from auditing, and that accounting should be cen
tralized in an agency under the control of the President. 
Such a system would provide the administration with ma
chinery necessary to establish control over expenditures and 
also afford Congress an independent agency for checking the 
fiscal operations of the administration." 

(2) For the purpose of fixing responsibility for the fiscal 
management of the Government establishment on the Chief 
Executive in conformity with the constitutional principle 
that the President "shall take care that the laws be faithfully 
executed," claims and demands by the Govemment of the 
United States or against it and accounts in which the Govem
ment of the United States is concerned, either as debtor or as 
creditor, should be settled and adjusted in the Treasury De
partment. 

(3) To avoid conflict and dispute between the Secretary 
of the Treasury and the departments as to the jurisdiction of 
the Secretary to settle puolic accounts, which conflicts and 
disputes have so marred the relationship between the Comp
troller General and the departments in the past, and to make 
it impossible for the Secretary of the Treasury to usurp any 
of the powers vested in the heads of departments by the 
Congress, the Attomey General should be authorized to ren
der opinions on such questions of jurisdiction (but not on 
the merits of the case) upon the request of the head of the 
department or upon the request of the Secretary of the Treas
ury, and the opinion of the Attorney General on such ques
tions of jurisdiction should be final and binding. 

(4) In order to conform to the limitations in the functions 
remaining within the jurisdiction of the Comptroller Gen
eral, the titles of the Comptroller General and the Assistant 
Comptroller General should be changed to Auditor General 
and Assistant Auditor General, respectively, and the name 
of the General Accounting Office should be changed to the 
General Auditing Office. 

(5) The Auditor General should be authorized and re
quired to assign representatives of his office to such stations 
in the District of Columbia and the field as will enable them 
currently to audit the accounts of the accountable officers, 
and they should be required to cevtiij forthwith such excep
tions as may be taken to the transactions involved {a) to the 
officer whose account is involved; (5) to the Auditor General; 
and {o) to the Secretary of the Treasury. 

The auditing work would thus proceed in a decentralized 
manner independent of, but practically simultaneous with, 
disbursement. Duplication of effort and delays due to cen
tralization in Washington could be reduced to a minimum. 
I t would not be necessary for the Treasury Department to 
duplicate the field audit of the General Auditing Office. 
Exceptions would be promptly reported to the Treasury. 
Prompt, efficient service could be afforded in the scrutiny of 
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questioned vouchers and in the review of accounts of dis
bursing officers. 

(6) In the event of the failure of the Secretary of the 
Treasury and the Auditor General to reach an agreement 
with respect to any exception reported by representatives of 
the Auditor General concerning any expenditure, it should be 
the duty of the Auditor General to report such exception to 
the Congress through such committees or joint committees 
as the Congress may choose to designate. 

Legislative action on Committee recommendations 
The Joint Cominittee on Government Organization, which con

sisted of members of the House and Senate Select Committees on 
Govermnent Organization, held extensive hearings on the recom
mendations of the President's Committee on Administrative Manage
ment in February, March, and April 1937. 

Following'these hearings Senator Joseph T. Robinson of Arkansas, 
introduced B. 2700 on June 23, 1937, entitled "The Reorganization 
Act of 1937," which provided for reorganizing agencies of the Gov
ernment, extending the classified civil service, establishing a General 
Auditing Office and a Department of Welfare, which proposed to 
carry out the recommendations of the President s Committee. 

Title I I I of S. 2700 would have abolished the General Accounting 
Office and transferred its functions of exercising current financial 
control over executive departments to the Bureau of the Budget and 
Avould have created a General Auditing Office to audit the financial 
transactions of the Government. The General Auditing Office would 
have been headed by an Auditor General responsible only to Congress. 
Hearings were held on S. 2700 in August 1937 by the Senate Select 
Committee on Government Organization, after which a revised bill 
(S. 2970) was introduced by Senator James F. Byrnes of South Caro
lina, chairman of the select committee. 

S. 2970, also entitled "The Reorganization Act of 1937," was re
ported favorably (S. Rept. 1236, 75th Cong.), debated on the Senate 
floor, but was indefinitely postponed. Title I I I of the revised bill, 
relating to reorganization of budget and accounting, was identical 
to title I I I of S. 2700. 

In the 3d session of the 75th Congress, Senator Byrnes introduced 
S. 3331, "The Reorganization Act of 1938", with provisions similar to 
S. 2970. The Senate Select Committee on Government Organization 
reported S. 3331 favorably on February 15, and it was approved by the 
Senate, after debate, on March 28,1938. 

Following passage by the Senate, S. 3331 was referred to the House 
(Cochran) Select Committee on Government Organization, which re
ported it on March 30, 1938 (H. Rept. 2033), with a recommendation 
to strike out all after the enacting clause and insert new language, em
bodying provisions of four House bills (H.R. 8202, H.R. 7730, H.R. 
8276, and H.R. 8277). The substitute bill contained general authority 
for reorganizing Federal agencies, retained (title I I I ) the General 
Accounting Office, with an executive Comptroller General at its head 
responsible to the President, and provided for an Auditor General in 
the General Accounting Office whose decisions could be overruled by 
the Comptroller General. When the substitute measure came up for 
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action in the House on April 8,1938, it was recommitted. No further 
action was taken on S. 3331 in the 75th Congress. 

SENATE SELECT COMMITTEE TO INVESTIGATE THB EXECUTIVE AGENCIES OF 
THE GOVERNMENT, 1 9 3 6 - 3 7 

Senate Resolution 217,74th Congress 
Senate Resolution 2l7j 74th Congress, was introduced by Senator 

Harry F. Byrd of Virgmia, on January 9, 1936, to create a Senate 
Select Committee "to investigate the executive agencies of the Govern
ment," which was adopted on February 24,1936, The committee con
sisted of five Senators, with Senator Byrd as chairman. 

The resolution directed the committee to— 
* * * make a full and complete study of all the activities 
of the departments, bureaus, boards, commissions, independ
ent agencies, and all other agencies of the executive branch of 
the Government, with a view to determining whether the 
activities of any such agency conflict with or overlap the ac
tivities of any other such agency and whether in the interest 
of simplification, efficiency, and economy, any of such agencies 
should be coordinated with other agencies or abolished or the 
personnel thereof reduced. 

Contract with tfie Brookings Institution 
The Senate select cominittee obtained the aid of the Brookings In

stitution for the conduct of the investigation and the preparation of 
a factual report on the results thereof, in conjunction with the Presi
dent's Committee on Administrative Management and the Comniittee 
on Reorganization of the House of Representatives. A contract was 
signed on July 15, 1936, which authorized the institution to, in its 
discretion, {a) make definite, specific recommendations, {b) suggest 
altemative changes, or (c) raise, for the consideration of the commit
tee, specific questions of policy regarding reorganization without itself 
attempting to say exactly how these questions should be answered. 
Report of the Brookings Institution—Senate Report 1275, 75th 

Congress 
The results of the investigation and recommendations of the Brook

ings Institution were printed as Senate Report 1275,75th Congress, in 
a single volume containing more than 500,000 words and 1,200 pages. 
The report covered 15 ma]or subjects, one of which was the "Financial 
Administration of the Federal Government." This report dealt with 
preparation of the annual budget, collection, deposit and expenditure 
of public funds, accounting, auditing, and settlement of accounts. A 
summation of the conclusions and recommendations of the Brookings 
Institution which the chairman stated were neither accepted nor 
rejected by the committee, are as follows: 
Inadequate system of financial administration 

The institution reported in its conclusions that its investigation and 
analysis revealed three fundamental defects in the existing system 
of financial administration: (1) The budgetary system fails to provide 
the President with satisfactory implements for centralized budgetary 
and administrative management; (2) existing provisions for the final 
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audit and settlement of accounts fail to assure complete control by 
Congress of the collection, custody, and disbursement of public moneys, 
or to require the preparation of current statements of the financial 
condition and operations of the Govemment as a whole; and (3) the 
existing financial procedure results in unnecessary delay in the liquida
tion of obligations and the final settlement of accounts. 
Recommendations for improving financial administration 

To remedy the inadequacies found in the administration of thefi-
nancial affairs of the Government, the Institution made three major 
recommendations: 

(1) That the functions and activities of the Bureau of the 
Budget be improved in order that the President would be provided 
with suitable means for the execution as well as the formulation 
of budgetary programs. 

(2) That the final audit and settlement of accounts be placed in 
an Office of Audit and Settlement, headed by an Auditor General, 
which would replace the existing General Accounting Office. 

(3) That improved procedures be installed as a means of ex
pediting both the liquidation of obligations and the settlement of 
accounts. 

To put these three major proposals into effect, 25 detailed recom
mendations were made relating to the annual budget, collection, de
posit, and disbursement of public funds, and the accounting, auditing, 
and settlement of accounts.*' The report stated that the recommenda
tions were intended to clarify and augment the existing system, to 
strengthen the President's exercise of centralized budgetary and ad
ministrative management, and to make more effective the legislative 
audit and settlement of accounts, as well as the reporting to Congress 
of financial information. 
Congressional action on recommendations in Senate Report 1275 

Senator Byrd, chairman of the Senate Select Committee, introduced 
a bill (S. 2530) on June 1,1937, proposing to implement the financial 
recommendations contained in Senate Report 1275. The major 
changes proposed in the bill would have removed the Bureau of the 
Budget from the Department of the Treasury and placed it under the 
President, and would have changed the name of the General Account
ing Office to the Office of Auditor and Settlement, headed by an 
Auditor General, with its functions and authority being redefined. 
Also, the bill proposed to establish a Committee on Financial Admin
istration, composed of chairmen of the House and Senate Appropria
tions Committees, the Senate Committee on Finance, the House Com
mittee on Ways and Means, the Director of the Bureau of the Budget, 
and the Auditor General. The committee was to study problems re
quiring cooperation among the several agencies of the Govemment 
with respect to any matter of budgetary or financial administration. 

Senator Byrd also introduced Senate Concurrent Resolution 15, on 
June 1, 1937, providing for appointment by the President of a ftill-
time Director and Assistant Director of the Bureau of the Budget. 

Except for hearings on a related bill (S. 2350)" held in June, July, 
and August 1937, no further congressional action was taken on rec-

« B. Rent 127B, 7Bth Cong., pp. 168-174. 
I'S. 3860 DroTiaed for tiie estabUshment of the Federal Home Credit Admlnlftntloii 

tM. te coordinate bonsiag actlTltlM. 
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ommendations contained in Senate Report 1275, or on Senate Concur
rent Resolution 15 and other bills introduced by the chairman to imple-

/ ment them. 

TRANSFER OF THE BUREAU OF THE BUDGET TO THE EXECUTIVE OFFICE OP 
THE PRESIDENT, EXECUTIVE ORDER 8248 *° 

With the objective of further improving and strengthening fiscal 
controls of the Chief Executive over the executive branch of the Gov
ernment, President Roosevelt issued Executive Order 8248, dated Sep
tember 8, 1939, transferring the Bureau of the Budget from the De
partment of the Treasury to the Executive Office of the President. 

The order stated that the functions and duties of the Bureau of the 
Budget were: 

(1) To assist the President in the preparation of the budget 
and the formulation of the fiscal program of the Government. 

(2) To supervise and control the administration of the budget. 
(3) To conduct research in the development of improved plans 

of administrative management, and to advise the executive de
partments and agencies of the Govemment with respect to im
proved administrative organization and practices. 

(4) To aid the President to bring about more efficient and eco
nomical conduct of Government service. 

(5) To assist the President by clearing and coordinating de
partmental advice on proposed legislation and by making recom
mendations as to Presidential action on legislative enactments, in 
accordance with past practice. 

(6) To assist in the consideration and clearance and, where 
necessary, in the preparation of proposed Executive orders and 
proclamations, in accordance with the provisions of Executive 
Order No. 7298 of February 18,1936. 

(7) To plan and promote the improvement, development, and 
coordination of Federal and other statistical services. 

(8) To keep the President informed of the progress of activi
ties by agencies of the Govemment with respect to work proposed, 
work actually initiated, and work completed, together with the 
relative timing of work between the several agencies of the Gov
ernment—all to the end that the work programs of the several 
agencies of the executive branch of the Govemment may be co
ordinated and that the moneys appropriated by the Congress may 
be expended in the most economical manner possible with the least 
possible overlapping and duplication of effort. 

EXECUTIVE ORDER 8512 " 

Under authority of the Budget and Accounting Act of 1921, Presi
dent Roosevelt issued Executive Order 8512, dated August 13, 1940, 
prescribing regulations for reporting financial information to the 
Bureau of the Budget and the Department of the Treasury. 

"Federal Reeister. vol. 14, Sept. 12, 1939. pp. 3864-3865. 
" Federal Register, vol. 5, Aug. 15,1940, pp. 2849-2860. 
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Executive Order 8512 provided that the Secretary of the Treasury 
should prepare and transmit to the Bureau of the Buaget such financial 
reports as may be necessary or desirable to make known in all practi
cable detail the financial condition and operations of the Government 
and such other reports relating to the financial activities of the Gov
ernment and the status of appropriation or funds and apportionments 
thereof as the Director required for the compilation of the budget or 
for other purposes of budgetary administration. The Secretary of the 
Treasury was authorized to establish and maintain such accoimting 
records as were necessary to compile the reports and to require the 
departments and agencies to furnish such data relating to their finan
cial conditions, activities, and operations as the Secretary required. 

The order provided also that apportionments for each agency 
should be approved by the Director of the Bureau of the Budget, 
with such approval binding upon the agency concerned in controlling 
its budgetary plans and rate of expenditures. The agency was pro
hibited from making expenditures or involving the Govemment in 
any contract or other obligations in excess of such apportionment, 
except to prevent loss of life or Government property. In addition, 
the Director of the Bureau of the Budget was authorized to analyze 
the financial records of any agency in order to secure such informa
tion as he required for the formulation or revision of reporting 
requirements. 

Considerable time and study went into the preparation of this 
Executive order which made possible the advancement of more effec
tive control over the fiscal and budgetary administration of the 
Government. This step brought about one of the objectives political 
scientists and experts in governmental affairs had been advocating for 
many years; namely, that management should be ̂ ven the necessary 
tools with which to operate, and by giving the President such au
thority, he could exercise it through the Bureau of the Budget, and 
thereby manage the affairs of Government more effectively. 

Executive Order 8512 was amended by Executive Order 9084 ̂ ^ on 
March 3, 1942, to provide that prior to establishing uniform termi
nology, classifications, principles, and standards for accounting in the 
Federal Government, they be referred to the Comptroller General of 
the United States for consideration and determination as to whether 
they were in conflict with forms, systems, and procedures prescribed 
by the Comptroller General as required by section 309 of the Budget 
and Accounting Act. If the Comptroller General determined that 
such conflict existed, they should not be established except by him as 
provided in section 309 of the said act. 

GOVERNMENT CORPORATION CONTROL ACT OF 1945 
(59 Stat. 597; 31 U.S.C. 841) i« 

LACK OF C O N T R O L OVER GOVERNMENT CORPORATIONS PRIOR TO 1945 

In 1927 a Supreme Court decision held that Government corpora
tions in certain respects were free irom accountability to the Depart
ment of the Treasury and from the audit jurisdiction of the Greneral 

" Federal Reeister. vol. 7. Mnr. 5, 1942, p. 1709. 
" See app. C for provisions of the act, as amended. 
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Accounting Office {Skinner da Eddy Corporation v. McCarl, 276 
U.S. 1). In addition, it was held that the corporations generally were 
free of congressional control over their expenditures for adminis
trative and operating expenses. 

As a result of this decision, with few exceptions, the corporations 
did not submit their accounts to the General Accounting Office for 
settlement and adjustment, notwithstanding the provisions of Execu
tive Order 6549, issued by President Roosevelt on January 3, 1934, 
which provided: 

By virtue of the authority vested in me as President of the 
United States, it is hereby ordered and directed that accounts 
of all receipts and expenditures by governmental agencies, 
including corporations created after March 3, 1933, the ac
counting procedure for which is not otherwise prescribed by 
law, shall be rendered to the General Accounting Office in 
such manner, to such extent, and at such times as the Comp
troller General of the United States may prescribe, for settle
ment pursuant to title I I I of the act of June 10, 1921 (42 
Stat. 23). 

RECOMMENDATIONS OF THE JOINT COMMITTEE ON REDUCTION OF 
NONESSENTIAL FEDERAL EXPENDITDBES 

During this time, there was a growing concern by the public and 
the Congress over the number of Government corporations and the 
need for closer scrutiny and independent audit of their operations so 
that the Congress could effectively discharge its responsibility over 
these corporations. The problem was made the subject of a 2-year 
study by the Joint Committee on Reduction of Nonessential Federal 
Expenditures.^^ The committee issued a report on August 1, 1944 
(S. Doc. 227, 78th Cong.), in which it was recommended that Gov
ernment corporations be brought under closer fiscal supervision, as 
follows: 

(1) That overall public control be established promptly 
with reference to current control by the Congress, the Budget, 
Treasury, and General Accounting Office— 

{a) To take form of a business-type budget—a work 
program for the ensuing year, with comparisons for the 
year in progress, and for the last completed year—^pre
sented to the Bureau of the Budget; 

(6) After review and modification, to be included in 
in the Budget for submission to Congress; 

(c) To be acted upon by Congress in a similar manner 
as to appropriations; 

{d) With provision for control accounts in the Treas
ury, and audit by the General Accounting Office. 

2. That the Comptroller General of the United States be 
made the auditor and comptroller, ex officio, of each and every 
Govemment corporation. 

" The Joint Committee on Reduction of Nonessential Federal Expenditures was created 

?Br8uant to sec. 601 of the Bevenue Act of 1941 approved Sept. 20, 1941 (Public Law 
7-260; 66 S ta t 776). 
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The recommendation that an audit of corporations be made was ap-

?roved (S. 375) by the Congress on February 24, 1945 (Public Law 
9-4; 59 Stat. 5). Section 5 of the act provided for an audit of the 

financial transactions of all Govemment corporations by the General 
Accounting Office in accordance with principles and procedures ap
plicable to commercial corporate transactions. This action has been 
recognized as an outstanding milestone in control and improvement of 
the financial corporate system of the Federal Government.^" 

One of the first acts of the General Accounting Office under the act 
of February 24,1945, was the compilation of a "Reference Manual of 
Government.Corporations" (S. Doc. 86, 79tli Cong.). This manual 
provided a central source of information as to the activities and 
finances of Govemment corporations, and their legal and factual 
status with reference to accounting for and auditing of public funds 
entrusted to such enterprises, as evidenced by Executive and adminis
trative orders, decisions of the Comptroller General, and other perti
nent source materials. 

MAJOR PROVISIONS OF THE GOVERNMENT CORPORATION CONTROL ACT 

Following approval of the act of February 24, 1945, much broader 
control of Government coroorations was provided by the enactment 
of H.R. 3660, known as the Government Corporation Control Act, ap
proved December 6, 1945 (Public Law 79-248; 59 Stat. 597), which 
embodied the remainder, with the exception of item 2, of the basic 
recommendations contained in Senate Document 227, 78th Congress. 
The Senate Committee on Banking and Currency in reporting H.R. 
3660 (S. Rept. 694,79th Cong.) stated tha1>-

The purpose of the bill is to provide annual scrutiny and 
current financial control by the Congress of the financial 
transactions and operations of the Government corporations 
through the regular fiscal agencies of the Government. The 
bill provides the means for effective control by the Congress 
over the Government corporations through a systematic pro
cedure for consideration and action on their contemplated 
programs in the form of business-type budgets to be included 
in the annual budget submitted by the President, and through 
a commercial-type audit and report to the Congress by the 
Comptroller General on their compliance with congressional 
directives and restrictions. * * *. 

The major features of the Govemment Corporation Control Act 
included requirements that business-type budgets for the enumerated 
wholly owned Government corporations be submitted to the Congress 
for consideration as a part of the annual budget of the Federal Gov
ernment^ and that the Comptroller General shall audit the financial 
transactions of the wholly owned Government corporations. The act 
also requires that the audit be made in accordance with the principles 
and procedures applicable to commercial corporate transactions and 
under such rules and regulations as may be prescribed by the Comp
troller General. The act specified what the audit report should in-

" F o r committee documents relating to audits by the Comptroller General, see S. Rept 
No. 2685, 81st Cong.; S. Rept No. 861, 83d Cong.; and S. Rept No. 1672, 84th Cong. 

65686—61 3 
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elude, and provided that a copy of such report be submitted to 
Congress, to the President, to the Secretary of the Treasury, and to 
the corporation concemed. 

The act provided that no Government corporation be incorporated 
other than by an act of Congress specifically authorizing such action. 
Govemment corporations chartered under State laws prior to passage 
of the act were given until June 30, 1948, to be reincorporated by an 
act of Congress, otherwise they ceased to exist after that date, except 
for purposes of liquidation. 

GAO AUDITS OF CORPORATIONS AFTER WITHDRAWAL OF GOVERNMENT 
CAPITAL 

Section 303 of the Govermnent Corporation Control Act provided 
that the General Accounting Office audit the financial transactions 
of mixed-ownership Govemment corporations for any period during 
which Government capital is invested. Some of the mixed-ownership 
corporations have retired their Govemment investments since enact
ment of section 303. In some cases. Congress has passed special acts 
continuing the audit by the General Accounting Office and submission 
of such audit reports to the Congress. 

For instance, the period during which the Federal Deposit In
surance Corporation was subject to audit ended August 29,1948, when 
the Corporation retired the last of the Government's stock investment 
in it, but the Board of Directors of the P D I C requested that the Gen
eral Accounting Office audit cover the entire fiscal year which ended 
on June 30, 1949. Since the Federal Government has a continuing 
interest in and responsibility for the affaii-s of the Corporation, repre
sentatives of the Federal Deposit Insurance Corporation and of the 
General Accounting Office cooperated in drafting legislation (Public 
Law 81-797; 64 Stat. 873) providing for a continuation of the Gen
eral Accounting Office audit of the Corporation's financial transac
tions on a permanent basis. Tliis Corporation is therefore no longer 
audited under the provisions of the Govemment Corporation Control 
Act, but under section 17 of the Federal Deposit Insurance Act of 
1950. 

Section 4 of the act of June 27, 1950 (Public Law 81-576; 64 Stat. 
256), provided for the continuation of the audit by the General Ac
comiting Office of the financial transactions of the Federal Home 
Loan Banks after retirement of the Government's investment in the 
banks, notwithstanding the absence of Govemment capital. The last 
of the Government's investment in the Federal Home Loan Banks was 
repaid in July 1952. 

I n contrast, the 12 Federal Land Banks have not been subject to 
audit by the General Accounting Office since Ju ly 1, 1947, when the 
last of uie Government's capital investment in these banks was retired. 

REDUCTTON OF GOVERNMENT CORPORATIONS 

The Seziate Committee on Govemment Operations, under authority 
vested in it by the Legislative Reorganization Act of 1946, submitted to 
the Senate in the 83d Congress, a report covering the operations of 
Govemment corporations and certain other Federal agencies, based on 
information developed through audit reports submitted to the Con-
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gress by the CPflftptroller General of the United States (S. Rept. 861, 
83d Cong., Jan. 20, 1954, entitled "Audit Reports of Government 
Corporations and Agencies"). This report—a condensed Govemment 
corporation manual—contains a brief resume of the history of the 
Govemment corporate structure and the then fiscal status of all active 
corporations, including charts setting forth details relative to the 
dates created, when liquidated, and the then existing status of both 
active and inactive Government corporations. 

In the 84th Congress, the Committee on Govemment Operations in 
a report to the Senate on March 15, 1955, entitled "Organization of 
Federal Executive Departments and Agencies" (S. Rept. 15) re
ported that the number of corporate entities had been reduced f ollow-
mg the end of World War I I . From more than 100 such corpora
tions, many of which were operating under State charters, the total 
had been reduced to 77 (including 3 which were in liquidation), as 
of January 1, 1955, all of which were granted Federal charters in 
accordance with congressional policy. These figures did not include 
mixed-ownership corporations. 

The number of corporate entities has continued to decline, and, as 
of January 1,1960, there were 67 basic corporate activities which were 
grouped under 23 central functioning corporations, excluding corpo
rations supervised by the Farm Credit Administration. 

BILLS TO PROVIDE FOR GAO AUDIT OF CERTAIN CORPORATIONS AND REVIEW 
OF ANNUAL BUDGET BY THE CONGRESS 86TH CONGRESS 

On July 20,1959, H.R. 8302 was filed in the House of Representa
tives directing the Comptroller General to conduct audits of the 
Board of Governors of the Federal Reserve System, the Federal 
Open Market Committee, and the Federal Reserve banks for the 
period commencing with the enactment of the Federal Reserve Act, 
December 23, 1913, and ending December 31,1958, the audit report 
to be submitted to Congress not later than 6 months after passage 
of the bill, and to contain such comments and recommendations as 
the Comptroller General may deem advisable. 

In his comments when he introduced H.R. 8302, in the 86th 
Congress, Repi^esentative Wright Patman stated that: "The Fed
eral Reserve is one of the few Govemment agencies whose 
bookkeeping and spending practices are not subject to the audit con
trol of the Comptroller General. At present there are no official 
audits of this agency, yet it handles more Government funds than 
any other agency. The bill provides a reform that is long overdue, 
and it should result in saving the taxpayers several miUion dollars a 
year." Representative Patman also introduced another bill (H.R. 
8301) to require the Federal Reserve to pay back to the Treasury 
immediately $1 billion of Government ftmds which it is now holding 
in a surplus fund. This fund has been built up over a number of 
years by the Federal Reserve placing 10 percent of its surplus in the 
fund with the balance being turned into the Treasury at the end of 
each year. 

Another bill (H.R. 5784) mtroduced in the 86th Congress and re
ferred to the House Committee on Government Operations would 
have required all corporations (wholly owned or mixed ownership) 
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to include a full and complete report of the program and financing of 
their corporations for submission to Congress in the President's an
nual budget, except in instances where a Government corporation has 
repaid its Federal capital investments and no longer has authority to 
borrow from the Treasury. The bill also would have repealed certain 
provisions setting forth separate requirements as regards "mixed 
ownership Govemment corporations." 

None of the above bills were acted upon by the 86th Congress. 



PART II. IMPROVEMENT OF FISCAL OPERATIONS 
UNDER THE LEGISLATIVE REORGANIZATION ACT OF 
1946 (60 STAT. 812) 

JOINT COMMITTEE ON THE ORGANIZATION OF CONGRESS 

In the 79th Congress, a Joint Committee on the Organization of 
Congress was created pursuant to House Concurrent Resolution 18, 
approved February 19, 1945. The committee, also known as the La-
Follette-Monroney committee, was directed to "make a full and com
plete study of the organization and operation of the Congress," and 
to make recommendations for "simplifying its operations, improving 
its relationships with other branches of the United States Government 
and enabling it better to meet its responsibilities under the Constitu
tion." 

In accordance with a directive contained in the resolution, the com
mittee submitted a bill, S. 2177, providing for increased efficiency in 
the Legislative Branch of the Govemment, which was approved and 
enacted into law, with amendments, on August 2,1946, as the Legisla
tive Reorganization Act of 1946 (Public Law 79-601). 

OBJECTIVES OF THE 1946 Aar 

As conceived and formulated by the Joint Committee on the Organi
zation of Congress, and as finally enacted with some significant omis
sions, the Legislative Reorganization Act of 1946 had the following 
objectives, which relate directly or indirectly to fiscal aspects of the 
operations of the Congress. 

(1) Streamline and simplify congressional committee struc
ture; 

Improve congressional staff; 
Remf orce the power of the purse. 

REORGANIZATION OF CONGRESS 

The act, which went into effect on the first day of the 1st session of 
the 80th Congress, authorized the most thoroughgoing reorganization 
which Congress had ever attempted. The rules of both Houses, pro
viding for standing committees, were streamlined by reducing the 
number of standing committees in the Senate from 33 to 15 and those 
in the House from 48 to 19. 

Inactive minor committees were abolished, those with overlapping 
iurisdictions merged, and roughly parallel systems were set up in 
both Chambers. The jurisdiction ofthe reorganized committees was 
clearly defined in the rules. I t was the first time in history that the 
functions of the committees of Congress were placed in a legislative 
act. 

27 
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The committees were authorized to employ staffs of independent, 
qualified specialists in their respective fields, appointed on a basis or 
merit, to aid the committees in carrying out their legislative responsi
bilities and in keepng wateh over the execution of the laws affecting 
Federal activities coming under their respective legislative oversight 
jurisdictions. 

RESPONSIBILITIES AND DUTIES OF THE SENATE COMMITTEE ON 
GOVERNMENT OPERATIONS 

One of the fifteen standing committees created in the Senate by the 
act was the Committee on Expenditures in the Executive Departments. 
Rule X X V of the Standing Rules of the Senate is set forth in section 
102 of the act. The Committee on Expenditures in the Executive De
partments (name changed to Committee on Government Operations 
on March 3,1952) ^ was established under subsection 102(1) (g) of that 
act as a standing committee. 

The committee was charged with the responsibility for all proposed 
legislation, messages, petitions, memorials, and other matters relating 
to budget and accounting measures other than appropriations and 
reorganizations in the executive branch of the Govemment. In addi
tion, the committee has the duty of— 

(1) Receiving and examining reports of the Comptroller Gen
eral of the United States and of submitting sudh recommendations 
to the Senate as it deems necessary or desirable in coimection with 
the subject matter of such reports; 

(2) Studying the operation of Government activities at all 
levels with a view to determining its economy and efficiency; 

(3) Evaluating the effects of laws enacted to reorganize the 
legislative and executive branches of the Govemment; ahd 

(4) Studying intergovernmental relationships between the 
United States and the States and municipalities, and between 
the United States and international organizations of which the 
United States is a member. 

STRENGTHENING FISCAL CONTROLS 

One of the major aims of the Legislative Reorganization Act was 
to strengthen the congressional power of the purse. To this end, the 
act provided for a legislative budget; a ]oint committee on the 
budget; ^ expenditure analyses by the Comptroller General; develop
ment of a standard appropriation classification schedule | studies by 
the Comptroller General of restrictions in the appropriation acts; 
studies by both Appropriations Committees of permanent appropria
tions and of the disposition of funds resulting from the sale of Gov
emment property or services, and expansion of the staffs of the Com
mittees on Appropriations. 

Two sections ot the Legislative Reorganization Act, still in effect 
after 14 years, have long since been ignored. They are the legislative 

1 S. Res. 280, 82d Cong. 
» See pt. Vll of this report for a discussion of Senate action to create a permanent Joiht 

Committee on the Budget. 
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budget provision (sec. 138), and the requirement that the Comp
troller General make an expenditure analysis of each agency in the 
executive branch of the Government to enable Congress to determine 
whether public funds have been economically and efficiently admin
istered (sec. 206). 

LEGISLATIVE BUDGET 

One of the most far reaching provisions for strengthening fiscal 
controls of Congress was contained in section 138, which provided for 
fixing a ceiling on the maximum amount to be appropriated for ex
penditures in each ensuing year. 

The Joint Committee on the Organization of Congress in its report 
(S. Rept. 1011, 79th Cong.) pursuant to House Concurrent Resolu
tion 18 of the 79th Congress, made the following recommendation: 

We recommend that the revenue and appropriations com
mittees of each House, acting jointly, be required to submit 
to each HousOj within 60 days after the opening of a con
gressional session (or by April 15), a concurrent resolution 
which would set out the anticipated receipts as estimated 
by the revenue committees, and the total amount of Federal 
expenditures as estimated by the Appropriations Committee 
for the next fiscal year. 

The Joint Committee reported that no effort had been made to effect 
iinprovements in the system in existence prior to the 79th Congress 
with the objective of establishing an adequate fiscal policy, and that, 
if there was such a. policy, it could not be followed. To provide 
the necessary machinery to effectuate such fiscal policy, and to put 
its recommendatiori into operation, the committee proposed the 
formation of a legislative budget committee to consist of the four 
principal committees of the Congress having control over rev
enues and the expenditure of public funds— t̂he House and Senate 
Appropriations Committees, the House Ways and Means Committee, 
and the Senate Committee on Finance. In accordance with the pro
visions of the act, the legislative budget committee would be required 
to meet at the beginning of each session of the Congress and, after 
due deliberation and consultation, submit a legislative budget by Feb
ruary 15 of each y(jar which would include (1) an overall limit on 
Federal expenditures for the ensuing fiscal year and (2) an estimate 
of total receipts. Congressional approval of the expenditure ceiling 
was recommended to make it obligatory. With relatively little objec
tion, the legislative budget proposal was approved by the 79th Con
gress as section 138, as follows: 

SEC. 138. (a) The Committee on Ways and Means and 
the Committee on Appropriations of the House of Repre
sentatives, and the Committee on Finance and the Commit
tee on Appropriations of the Senate, or duly authorized 
subcommittees thereof, are authorized and directed to meet 
jointly at the beginning of each regular session of Congress 
and after study and consultation, giving due consideration 
to the budget i-ecommendations of the President, report to 
their respective Houses a legislative budget for the ensuing 
fiscal year, including the estimated overall Federal receipts 
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and expenditures for such year. Such report shall contain a 
recommendation for the maximum amount to be appropri
ated for expenditure in such year which shall include such 
an amount to be reserved for deficiencies as may be deemed 
necessary by such committees. If the estimated receipts 
exceed the estimated expenditures, such report shall contain 
a recommendation for a reduction in the public debt. Such 
report shall be made by February 15. 

(b) The report shall be accompanied by a concurrent 
resolution adopting such budget, and fixing the maximum 
amount to be appropriated for expenditure in such year. 
If the estimated expenditures exceed the estimated receipts, 
the concurrent resolution shall include a section substan
tially as follows: "That it is the sense of the Congress that 
the public debt shall be increased in an amount equal to the 
amount by which the estimated expenditures for the ensu
ing fiscal year exceed the estimated receipts, such amounts 
being $ " 

_ Efforts were made in 1947, 1948, and 1949 to carry out the pro
visions of section 138, without success. However worthy and well-
intended were the provisions of that section, 3 years' experience dem
onstrated that it was impracticable and unworkable. 
Reluctance of Congress to commit itself 

The Congress was reluctant to commit itself to a spending plan, 
fashioned by the Legislative Budget Committee established by section 
138 of the Legislative Reorganization Act of 1946, in advance of con
gressional action on appropriation measures. This reluctance is deep 
seated, and grows partially out of the belief that no general conclu
sion relative to a spending policy can be determined—and certainly 
not made mandatory—untfl a minute appraisal of expenditure requests 
has been completed by the Appropriations Committees. Members of 
Congress who share this view feel that the Congress cannot adopt a 
ceiling which can be applied effectively in handling supplemental 
and deficiency appropriations, legislative authorizations, and chang
ing budgetary conditions in general, 6 months prior to the fiscal period. 
Representative Cannon, chairman of the House Committee on Appro
priations, on February 7,1949, during debate on the legislative budget 
stated {CongressionalRecord, p.880) : 

* * * Mr. Speaker, of all of the unworkable and impractica
ble provisions in the Reorganization Act none is so unwork
able and impracticable as the legislative budget. I t cannot be 
made effective. We can no more expect success, Mr. Speaker, 
with this well-meant but hopeless proposal than we can expect 
a verdict from tlie jury before it has heard the evidence. * * * 

Legislative budget ineffective 
Congress made three attempts to carry out the objectives of section 

138, calling for a legislative budget, but none of them were effective. 
The first attempt in 1947 failed. The Joint Committee on the Legisla
tive Budget reported a concurrent resolution (H. Con. Res. 20, 80th 
Cong.) which was adopted by the House on February 20, and by the 



FINANCIAL MANAGEMENT IN THB FEDERAL GOVERNMENT 3 1 

Senate with amendments on March 3,1947, but the conferees could not 
agree upon the division of the expected surplus between tax reduction 
and debt retirement. 

The Joint Conunittee on the Legislative Budget also reported on 
February 9, 1948, Senate Concurrent Resolution 42 of the 80th Con
gress establishing a ceiling on expenditures for fiscal year 1949, which 
passed the Senate on February 18, and the House on February 
27,1948. This was the first and only time Congress complied with the 
legislative budget provision. The ceiling placed upon appropriations 
by the 1948 resolution, however, was not effective since total appro
priations during the 2d session of the 80th Congress exceeded it by 
more than $6 billion. The following are excerpts from commente 
made in the House of Representatives during consideration of Senate 
Concurrent Resolution 42: 

Representative Brown of Ohio: 
In my opinion that provision (sec. 138) of the Reorgani

zation Act is not of any great value. Certainly, we cannot fix 
this early in any congressional session, with any accuracy, 
just what the spending requirements will be in the year which 
starts next July 1. If we wait until later, untU the appro
priations Committees of the House and Senate have an 
opportunity to hear testimony as to the needs for appropria
tions and to reach some definite decision and conclusion as to 
what those needs are, then of course there will be no neces
sity of fixing the ceUing * * *. {CongressionalRecord,Feb. 
27,191(8, p. 1875.) 

Representative Taber of New York: 
* * * Frankly, it is almost impossible for anybody to take 

the figures which are herewith submitted or which may result 
from the consideration of this resolution and arrive at any 
conclusion which will jibe with the appropriations that so far 
have been made and which will be made in the rest of the 
session of this Congress. However, the statute requires that 
this [passage of a concurrent resolution] be done, and I see 
nothing to do but put the resolution through * * *. {Con
gressional Record, Feb. n, 19^8, p. 1878.) 

Representative Cannon of Missouri: 
* * * I strongly support the objective sought in this pro

vision of the Reorganization Act. The only difficulty is that 
the method prescribed is not practical. It is not work
able. * * * In the two brief sessions of the joint committee 
it was agreed by every Member of both the House and Senate 
delegation that the law should be amended or repealed, pref
erably repealed * * *. {Congressional Record, Feb. 27, 
194B, p. 1879.) 

Both Houses passed House Concurrent Resolution 22, Slst Congress, 
postponing the date for reporting the legislative budget from Febru
ary 15 to May 1,1949. By May 1, 11 appropriation bills had passed 
the House and 9 had passed the Senate. The deadline date passed 
without further action. 
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Although section 138 has hot been repealed, no further action has 
been taken by succeeding Congresses to comply with this provision. 

Many reasons have been given why the legislative budget, which 
provided a ceiling on expenditures, was unworkable. Among those 
are: 

1. The time allowed fof preparation of the legislative budget 
was too short. 

2. The joint committee was not adequately staffed to do the 
job expected of it, and the committee itself, with more than 100 
members, was unwieldy. 

3. Unpredictable expenditure demands render it impossible to 
keep total appropriations below the ceiling agreed upon early in 
the session. 

4. The budget ceilings, though approved by Congress, are not 
binding. 

5. The practice of separately passing from a dozen to a score 
of appropriation bills makes it difficult to enforce overall ceilings. 

6. A ceiling on total expenditures cannot be enforced as long 
as appropriations are based upon obligations whose liquidation 
in the form of expenditures is frequently spread over more than 
1 year. 

EXPENDITURE ANALYSIS BY THE GENERAL ACCOUNTING OFFICE 

Section 206 of the act directed the Comptroller General to make an 
expenditure analysis of each agency in the executive branch of the 
Government (including Govemment corporations) which, in his 
opinion, would enable Congress to determine whether public funds 
have been economically and efficiently administered, and to report the 
results of his findings to the Committees on Appropriations, the Com
mittees on Government Operations and the appropriate Legislative 
Oversight Committees of the two Houses. However, up to the present 
time no appropriation has been made by Congress to carry out this 
program. 

The General Accounting Office has on a number of occasions 
requested funds from Congress to carry out the provisions of section 
206. In fiscal year 1948, the sum of $1 milUon was included in the 
budget estimates for the operation of the General Accounting Office 
to begin the work required by section 206. This amount was not 
included in the appropriation bill when reported by the House 
Committee on Appropriations. 

In 1950, the Senate Committee on Appropriations included the sum 
of $800,000 in the Independent Offices Appropriation Bill for the Gen
eral Accounting Office to begin to caiTy out the duties under section 
206. The amendment was approved by the Senate, but the amount 
was eliminated iii conference at the insistence of the House conferees. 

In 1952, the former Comptroller General appeared before the House 
Committee on Appropriations and again pointed out that, if it was the 
desire of the Congress that the General Accounting Office proceed 
with the work contemplated by section 206, it could not be done within 
the regular appropriations allocated to the GAO. I t was estimated 
that the General Accounting Office would need $1 million to make a 
start. The committee, in reporting the Independent Offices Appro
priation Act of 1953, made no mention of section 206 and no funds 
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were included in the bill which would enable the General Accounting 
Office to go ahead with the work. 

During consideration of the Independent Offices Appropriation 
Apt, 1955, an amendment was offered oil the floor of the Senate to 
increase the General Accounting Office appropriation by $500,000 to 
carry out the purposes of section 206. The amendment was rejected. 

Further information regarding section 206 is set forth in House 
Report No. 2264 of the 84th Congress. This report was prepared by a 
special subcommittee of the House Committee on Government Opera
tions. The subcommittee requested the Comptroller General to make 
a thorough review of the position of the General Accounting Office 
with respect to section 206 and to recommend its repeal, modification, 
or implementation, depending upon which course of action appeared 
desirable. 

After conforming to this directive, the General Accounting Office 
recommeiided that section 206 be amended to authorize the Comptroller 
General to conduct examinations of expenditures of public funds by 
the executive agencies to the extent he deems necessary, or upon request 
of the chairmen of the Committees on Appropriations or the Com
mittees on Govemment Operations of the Senate or the House of 
Representatives. 

Four bills (H.R. 1171, H.R. 5941, H.R. 6900, and H.R. 6999) were 
introduced in the 85th Congress to amend section 206. Two of these 
bills (H.R. 6900 and H.R. 6999) were identical and would have carried 
out the above recommendations of the Comptroller General. H.R. 
6900 was reported favorably (H. Rept. 567, 85th Cong.) by the House 
Committee on Government Operations but was not acted upon in the 
House of Representatives. 

RESTRICTIONS IN APPROPRIATION BILLS 

Studies by the Comptroller General on useless restrictions in appro
priation bills, as required by the Legislative Reorganization Act, were 
completed and transmitted to Congress in 1949. The Senate Com
mittee on Government Operations requested the Bureau of the Budget, 
the Department of the Treasury, and the General Accounting Office to 
draft jointly such legislation as, in their view, the report indicated was 
necessary. Further action by the committee resulted in amendments 
to the Administrative Expenses Act of 1946 (Public Law 81-830, 
Sept. 23,1950), which placed into permanent law restrictions that had 
been_ repeated in various appropriation acts year after year, and 
eliminated unnecessary provisions of existing laws. A number of 
restrictions previously appearing in appropriation bills have been 
eliminated without new legislation. 

FUNCTIONS OF THE APPROPRIATIONS COMMITTEES EXTENDED 

On the staffing of the Appropriations Committees, it was originally 
recommended that four qualified staff assistants be assigned to each 
of the subcommittees on a year-round basis. However, at the insist
ence of the leaders of the House Committee on Appropriations, a 
change was made and the Appropriations Committees were authorized 
by the act to employ whatever staff they considered necessary. 

The Senate Committee on Appropriations gave considerable atten
tion during 1947-49 to the study ot permanent appropriations and a 
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subcommittee of the House Committee on Appropriations reviewed 
these items during their 1948 hearings. For many years the Senate 
Committee on Appropriations had a total of two staff members assist
ing on all of the appropriation bills. Beginning in 1947, the staff has 
been increased to a total of 22 staff assistants employed by the com
mittee during the 86th Congress. 

EVALUATION OF THE 1946 ACT AND PROVISIONS FOR A LEGISLATIVE 
BUDGET 

Immediately after its creation under the provisions of the Legisla
tive Reorganization Act of 1946, the Senate Committee on Government 
Operations proceeded to carry out its duties assigned under provisions 
of section 102(1) (g) (2) (c) t h a t -

such committee shall have the duty of * * * evaluating the 
effects of laws enacted to reorganize the legislative and exec
utive branches of the Government. 

Hearings were held by the committee in February of 1948 on "Eval
uation of the Legislative Reorganization Act of 1946," to determine 
wherein the act had been ineffective in an attempt to strengthen it 
wherever possible. Following the hearings in April 1948, the commit
tee in its report (S. Rept. 1175, 80th Cong.) commented on congres
sional fiscal control as f oUows: 

The Congress was completely unable to establish a legisla
tive budget in the 1st session of the 80th Congress, but did 
establish one in the 2d session after creating a subcommittee 
to do the work. Without a staff, without an appropriation, 
and without benefit of rê d̂ew of the President's budget, the 
legislative budget can have little meaning. The method of 
establishing the legislative budget and the whole matter of fis
cal control needs to be overhauled and strengthened. 

The Senate Committee on Govemment Operations also held exten
sive hearings on the "Organization and Operation of the Congress" 
from June 6 to 27, 1951. At that time, the Congress had had more 
than 4 years of experience and experimentation with the workings of 
the act. The hearings were organized to direct testimony to major 
topics corresponding to the chief objectives of the original act, one of 
the most important of which was the strengthening of fiscal controls.* 

At the conclusion of the hearings the committee submitted to the 
Congress a summary which contained 16 of the principal recommen
dations for improvements in the fiscal procedures of the legislative 
branch, made by Members of Congress and others who testified before 
the committee. 

REPORT ON APPROPRIATIONS AND EXPENDITURES, FISCAL YEAR 1948; 
WORKSHEET FOR FEDERAL BUDGET, FISCAL YEAR 1949 

In 1947-48 the committee staff made an extensive study of the 
potential expenditures of the Federal Government based upon appro
priations for fiscal year 1948 and budget estimates for fiscal year 
1949. 

• Heanngs, "Organlaatlom and Openttion ot the Cojtgiem," 83d Cons., p. 07«. 
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During 1947 the committee submitted a report on appropriations 
for fiscal year 1948 (S. Rept. 779, 80th Cong.). Tables set forth in 
the report refiected all funds available for expenditure during the 
current fiscal year for all agencies of the Federal Govemment from 
any source. This included not only appropriation requests for the 
current fiscal year, but amounts available for expenditure under per
manent appropriations authorized by general legislation, funds ac
crued under "prior year," "multiple year," and "no year" appropria
tions, contract authorizations, authority to spend from operating or 
special funds, and authority granted to borrow funds in previous fiscal 
years, as well as any such funds which would be carried forward and 
available for expenditure in the succeeding fiscal year. 

Data shown in the report was not available in consolidated form in 
any single Government publication. Figures on appropriations were 
obtained from the Senate Committee on Appropriations and were 
verified with Bureau of the Budget summaries. Other available funds 
were painstakingly accumulated, department by department and 
agency by agency, and Avere certified as to their accuracy and complete
ness by those concerned. Where all or a portion of any fund was 
expended during fiscal year 1948, the total figure was included. I t 
was the purpose of the report to show the total potential cost of the 
Government, which included costs shown in the budget and those not 
shown in the budget, in a simplified form readily understandable by 
Members of Congress, which constituted a report on proposed expendi
tures on an annual accrued basis. 

The report contained a committee recommendation that a pocket 
size nontechnical summary of the budget be prepared each year to 
facilitate understanding the Federal budget. It was emphasized that 
a summary of this type would eliminate the necessity of individuals, 
organizations, and public officials searching through 1,600 pages of 
statistics and descriptive data and, furthermore, it would obviate the 
need for shipping over 5 pounds of bound paper, which the informa
tion required could be made available on a summary basis. The 1948 
budget document contained 1,626 pages. This deluge of statistics and 
lack of uniformity in terminology tended to confuse Members of Con
gress as well as private citizens. 

The need for a pocket size simplified budget was readily recognized 
and the following year the Bureau of the Budget released a new 
booklet entitled "The Federal Budget in Brief" which has been pub
lished annually since 1950.'' 

Many Federal agencies had adopted practices of not reporting 
funds_ which were committed but unexpended, or of transferring or 
committing the expenditure of appropriated funds which had been 
allocated by the Congress for specific projects to other agencies for 
later expenditure. This permitted the transferring agency to dis
continue reporting these unexpended balances to the Congress, al
though the transferee agency continued to have the funds available 
and unexpended for an indefinite period. Such funds were included 
in the report under the agency to which reassignments were made, 
except _ in those instances where the agency to which the original 
authorization was made included them in its certification of prior year 
funds available for expenditures during fiscal year 1948. 

* See comments of the Bureau of the Budget, p t V, of this report on "The Federal Budset 
in Brief," p. 138. 
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Following the submission of budget requests for fiscal year 1949, 
the committee staff consolidated all budget estimates, including carry
over and operating funds, into brief summaries in tabulated totm 
reflecting budget items in a condensed, simplified form, often On a 
single line, under the title "Worksheet for Federal Budget, Fiscal 
Year 1949." The report attempted to simplify the budget in a brief 
and concise form, giving all figures, many of which were carried over 
from previous years and were not included in the budget estimates, 
or would be carried forward to the succeeding fiscal jrear. The 1,500 
pages of the proposed budget submitted by the President were con
densed into a summary of 17 pages, and included fiscal year 1948 
appropriations and supplemental requests, and fiscal year 1949 budget 
estimates, for comparative purposes. 

RESULTS OF THE C O M M I T I ' E E ' S STUDY AND REC0MMENDA1T0N8 

Results of the study pointed out that potential expenditures far 
exceeded amounts approved in appropriation bills. For example, in 
1948 new appropriations approved totaled $31,880,693,797, while 
potential expenditures not entirely subject to appropriation review 
in fiscal year 1948 totaled $6,971,539,282. This latter figure repre
sented 18 percent of the potential cost to the taxpayer. Due to im
portant omissions, especially of "prior year" and "no year" appro
priations, it was found that potential expenditures of the Fed!eral 
Government for fiscal year 1949 would amount to $43,443,118,818, 
which was $3,774,124,835 more than estimated by the President in his 
budget message. 

The study indicated a need for improvements in our budgetaiy and 
fiscal systems. To accomplish these improvements the committee made 
the following recommendations: 

(1) Budget requests should include all items of expenditure, and 
should be presented in summary form. 

(2) It should be required that all receipts be covered into and all 
disbursements made from the Treasury, within appropriation limits 
annually established by Congress. Where receipts are to be retained 
for specific purposes, or exact amounts of allocations cannot be deter
mined on an annual basis, regular accounting procedures should be 
established for examination and approval by the Congress. 

(3) Exact types of appropriations to fit all contingencies should be 
determined and defined by the Congress, and used without exception. 
Each appropriation should carry a symbol to show the type to which 
it belongs. 

(4) Departments or agencies to which specific authorizations are 
made, and from which funds are reallocated to other agencies for 
disbursement, should be required to continue to indicate exact bal
ances remaining in the original appropriation until the entire amount 
is expended or reverts to the Treasury. 

This study and analysis by the committee staff provided a back
ground for the subsequent consideration of the Hoover Commission 
recommendations on budgeting and accounting in the Federal Gov
ernment, particularly in the field of budgeting. 

Some of the recommendations of the committee and a majority of 
the Hoover Commission recommendations were subsequently incor-
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porated in the provisions of the Budget and Accounting Procedures 
Act of 1950, which provided for a revised and modernized budget pro
gram, full disclosure of the results of Federal financial operations, 
and more effective fiscal control. Detailed information concerning 
the provisions of the 1950 act are found on pages 79-85 of this report. 

Continuing its study and analysis of the Reorganization Act of 
1946, the Committee on Government Operations filed a report in the 
Senate on March 28, 1950, entitled "Increasing Cost of the Federal 
Government" (S. Doc. 150, 81st Cong.). The report disclosed that 
the trend of Government expenditures was rapidly increasing. Sena
tor McClellan, chairman of the committee, emphasized the dangers 
of a fiscal policy of spending beyond the Government's income by 
incurring large deficits. For further information on Senate Docu
ment 150, see "Balanced Budget," pages 223-229 of this report. 

RESCISSION OF APPROPRIATIONS 

I n July 1947, the Committee on Government Operations directed 
the staff to review and analyze monthly Statements of Apportion
ments and Allotment Accounts, Standard Form 1118, submitted by 
executive departments and agencies to the General Accounting Office. 
During the 2d session of the 80th Congress, eight staff memorandums 
were prepared analyzing these reports. 

The analysis of these reports revealed that departments and agen
cies of the Government had over $26 million available in appropriated 
funds which were excess to their needs. I n addition, it was noted 
that certain duplication and overlapping appeared in the methods for 
accounting and reporting of public funds by the departments and 
agencies of the Government. The staff also noted that there were 
questionable reporting of the status and condition of appropriated 
funds. 

A copy of each staff memorandum containing the committee's anal
ysis and recommendation was forwarded to the Committee on Ap
propriations urging rescission of those funds. The Conunittee on 
Appropriations subsequently informed the committee that the ap
propriations were rescinded in accordance with its recommendations. 

STUDY OP GOVERNMENT ACCOUNTING AND REPORTING SYSTEMS, 1947 

During the summer of 1947, the staff of the committee on Govern
ment Operations also made a study of the accounting and reporting 
systems in the Federal Govermnent. The study involved examination, 
analysis, and use of fiscal reports submitted by executive agencies to 
the General Accounting Office, the Treasury Department, and the 
Bureau of the Budget, including the varying concept of obligations 
in these agencies. 

METHOD OF MAINTAINING ACCOUNTS 

Section 309 of the Budget and Accounting Act of 1921 (42 Stat. 25) 
provides as follows: 

The Comptroller General shaU prescribe the forms, sys
tems, and procedure for administrative appropriation and 
fund accounting in the several departments and establish-
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ments, and for the administrative examination of fiscal offi
cers' accounts and claims against the United States. 

In accordance with this authorization, the Comptroller General 
issued Circular No. 27 on July 21, 1926, which was revised in 1943 
and released as General Regulations No. 100. These instructions re
quired the various Govemment departments and independent agencies 
to maintain uniform accounts showing the status of cash, assets, liabil
ities, income, and expenses, and to submit various reports to the Gen
eral Accounting Office from time to time to reflect the condition of 
these accounts. Basically, the system required each agency to main
tain a general ledger in Which were recorded the appropriation, fund, 
asset, liability, and other accounts, and an allotrnent ledger for re
cording allotments or allocations for appropriations together with 
each obligation or expenditure charged thereto. In addition to the 
foregoing, the system required maintenance of various subsidiary 
records and the preparation of a number of monthly reports for ad
ministrative control and for reporting the status of each appropria
tion or allotment to the General Accounting Office. 

MONTHLY REPORTS 

The General Accounting Office required the various Government 
departments to submit monthly reports showing the condition of cash 
(transcript of general ledger account 01. Treasury Cash), Statement 
of General Account Balances, Standard Form 1116; Schedule of 
Balances Showing Status of Appropriations, Standard Form 1117; 
and Statement of Apportionments and Allotment Accounts, Standard 
Form 1118. The last three reports were prepared by each agency 
from aecoimts maintained in the general ledger, allotment ledger and 
subsidiary Tecords. Investigation by the staff disclosed that these 
reports were utilized by the General Accounting Office for the purpose 
of assuring that Office that the agencies were maintaining their 
accounts in accordance with the Comptroller General's instructions. 

Under authority of title I I of the Budget and Accounting Act of 
1921, the President issued, in August 1940, Executive Order 8512, 
which directed the Secretary of the Treasury to prepare and transmit 
to the Bureau of the Budget, for information of the President, such 
financial reports as may be necessary to make known the financial 
condition and operation of the Government and its various agencies. 
To carry out the responsibility conferred on the Secretary of the 
Treasury, the Department of the Treasury and the Bureau of the 
Budget issued Budget-Treasury Regulation No. 1, which required, 
among other things, that each agency prepare a Report on Status of 
Appropriations, Budget-Treasury Form 3. 

This report was prepared each month and submitted to the Depart
ment of the Treasury for information and compilation of summary 
reports for submission to the President. The reporting agency 
showed the unexpended balance of appropriations brought forward 
from prior year appropriations, current appropriations and contract 
authorizations not covered by appropriations, reimbursements to ap
propriations, transfers to and from appropriations, cumulative appor
tionments to end of current quarter, obligations incurred during the 
current fiscal year, unliquidated obUgations brought forward from 
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prior year, expenditures during current fiscal year, unliquidated obli
gations, and unobligated balances. This information was essentially 
the same as that required by the General Accounting Office on stand
ard form 1118, except that Budget-Treasury Regulation No. 1 specifi
cally stated that the information shown on form 3 shall be reported 
on a current basis whereas the General Accounting Office required that 
the books be maintained on a projected basis. This conflict in report
ing stemmed from a difference of opinion between the Bureau of the 
Budget and the Department of the Treasury on one hand and the 
General Accounting Office on the other, as to what is an obligation 
and the method of recording obligations. 

CONCEPT OF OBLIGATIONS 

The General Accounting Office, at that time, defined "obligations 
incurred" as those commitments by designated administrative offi
cials which, untU they subsequently accrue, imposed upon the U.S. 
Government only a contingent liability, and which are subject to 
reduction or cancellation pursuant to negotiation. The General 
Accounting Office required that obligations be recorded for the total 
estimated liability at the beginning of each year or at the beginning 
of the allotment period. 

On the other hand, Budget-Treasury Regulation No. 1 used the 
"legal Uability" concept in defining "obligations," which was orders 
placed, contracts awarded (to the extent to which they are irrevoc
able), services rendered, and all other transactions during a given 
period which legally reserved the appropriation for expenditure. This 
regulation further required that obligations be reported in strict 
accordance with that concept. In essence, the General Accounting 
Office believed that obligations should be reported on a combination 
of actual and estimated figures, whereas the Bureau of the Budget 
and Department of the Treasury insisted that obligations be reported 
only for the amount legally bound to the close of the month being 
reported upon. This conflict caused the various departments and inde
pendent agencies considerable unnecessary work in order to comply 
with the method of keeping accounts as prescribed by the General 
Accounting Office and at the same time required adjustments in the 
figures at the end of each month in order to prepare the report 
required by the Treasury and the Bureau of the Budget. 

Subsequent enactment by the Congress of the Supplemental Appro
priation Act of 1955, section 1311, provided by statute the criteria upon 
which an obligation is based, the provisions of which are discussed 
on pages 85-88 of this report. 

COMMITTEE RECOMMENDATIONS 

Conferences were held by the committee staff with representatives 
of the General Accounting Office, Bureau of the Budget, and Depart
ment of the Treasury with a view toward improving the accounting 
system at all levels of administration and adopting business-type 
methods, procedures, and forms in order that a single monthly report 
could be prepared that would furnish the information necessary for 
agency management and at the same time fulfill the needs of the.Bu-

85686—.61 4 
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reau of the Budget and the General Accounting Office. Specific 
recommendations of the committee staff were: 

1. A mandatory requirement that all apportioned funds be 
allotted administratively on exactly the same time basis as that 
for which related apportionments are made. This order should 
be issued by the President or by the Bureau of the Budget pur
suant to an Executive order. 

2. The General Accounting Office should amend General Regu
lations No. 100 making it mandatory that the accounts be main
tained in accordance with the order discussed in the preceding 
paragraph and requiring the recording of obligations in accord
ance with Budget-Treasury Regulation No. 1. 

3. The General Accounting Office should discontinue the use 
of Standard Forms 1116,1117, and 1118, and utilize its investiga
tive staff for policing compliance of its regulations. 

The obligation concept of the General Accounting Office, Bureau of 
the Budget, and Department of the Treasury was discussed exten
sively during these conferences. The three agencies were urged to 
appoint representatives for tlie purpose of studying the problems in
volved, to work out an agreeable solution, and to improve the methods 
and procedures of the Federal Government's accounting and reporting 
systems. 

Representatives of the three agencies agreed with the committee 
staff that duplication in reporting did exist, and there was a need for 
a thorough study of the accounting and reporting system in the Gov
emment. 

COOPERATIVE EFFORT TO IMPROVE ACCOUNTING AND REPORTING 

I n late 1947, further discussions were held between rejiresentatives 
of the Comptroller General, Secretary of the Treasury, Director of 
the Bureau of the Budget, and members of the staff of the committee 
as to the best approach to the problem. An agreement was reached 
that the study of improving the accounting and reporting in the Fed
eral Government would be undertaken as a joint venture by the three 
agencies. This was the beginning of the joint program for improving 
accounting in the Federal Government which was officially announced 
to all heads of departments and agencies by the Comptroller General 
on October 20, 1948. Many improvements in budgeting, accounting, 
and reporting have resulted from the work done under the joint pro
gram and the committee is vitally interested in its continued progress. 
Further details as to the work and progress of the joint accounting 
improvement program, now known as the joint financial management 
improvement program, will be found on pages 41-43 of this report. 

During 1947-48 the committee staff worked closely with the General 
Accounting Office in furthering improvements in the methods and 
accounting procedures. After further study and analysis, the General 
Accounting Office, in November 1948, informed the committee staff 
that standard form 1118 was progressively being discontinued and 
estimated that $500,000 would be saved each year as a result of dis
continuing the report. In June 1950, the General Accounting Office 
amended its regulations and accounting procedures abolishing stand
ard forms 1116, 1117, and 1118. This action completed the recom-
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mendations of the committee" in 1947, tha:t GAO should abolish all 
three monthly reports. Ifl addition, it was estimated tliat_$250',000 
would be saved ecich yea'r by abolishing reports 1116 and l l l f , ma:Mng 
possible an annual saving, of approximately $750,000 each year. 
During fiscal year 1950, as a result of the committee's interest and 
recommendations, and General Accounting Office's continued study 
and analysis, over 300 reports were abolished and 86 others were 
improved. 

JOINT FINANCIAL MANAGEMENT IMPROVEMENT PROGRAM 

The budget and accounting legislation enacted by the Congress sete 
forth the legal requirements to be observed in these areas by the 
agencies of the Govemment, ineluding certaiin responsibilities imposed 
on various officials and agencies for carrying- out the provisions" of 
these laws. Because of the interrelation of budgeting, accounting,-
reporting, and other financial management functions in the operations 
of the Government, the joint program to improve accounting in the 
Federal Government was established to coordinate and expedite 
improvement work in these areas. 

As indicated above, this program grew out of joint discussions 
begun in December 1947, by members of the staff of the Committee 
on Govemment Operations, representatives-of the Comptroller Gen
eral of the United States, the Secretary of the Treasury, and the 
Director of the Bureau of the Budget as to the needs a n i problems 
of the Government for more effective and economical accounting prac
tices. I t was agreed that the three central agencies would work to
gether, in cooperation with the administrative agencies, to develop 
necessary improvements throughout the Government. On October 
20,1948, speaking for himself as well as the Secretaiy of the Treasury 
and the Director of the Bureau of the Budget, the Comptroller Gen
eral officially announced the joint program in a letter to the heads of 
all Government departments and agencies. This- letter describes the 
objectives of the joint program thus: 

The program contemplates the full- development of sound 
accounting within each agency, as a working arm of manage
ment, in terms of financial information and control; At the 
same time it envisions an integrated pattern of accounting 
and financial reporting for the Government as a whole' re
sponsive to executive and legislative needs. Balanced recog
nition will be given to the need for a flexible basis for account
ing development within agencies in the'light of varying types 
of operations and management problems and to overall fiscal, 
reporting, and audit responsibilities. The accounting and 
reporting principles, standards and basic procedures' estab
lished will take into consideration the various areas of respon
sibility involved, the'elimination of overlapping, operations 
and-paperwork, and the fuller application of efficient methods 
and techniques in accounting operations" throughout' the 
Government. 
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The joint program was endorsed by the Congress in its declaration 
of policy contained in the Budget and Accounting Procedures Act of 
1950 (64 Stat, 834). In section 111 of that act, the Congress stated: 

I t is the policy of the Congress in enacting this part 
that— 

* * * * * ' 
(f) The Comptroller General of the United States, the 

Secretary of the Treasury, and the Director of the Bureau 
of the Budget conduct a continuous program for the im-

Srovement of accounting and financiai reporting in the 
overnment. 

Over the years the objectives of the program have been more pre
cisely defined with relation to the many interrelated financial manage
ment functions of the Government. In a brochure issued in May 
1958 ° these objectives were defined as: 

The basic goal of the program is the improvement of finan
cial management practices throughout the Government in a 
manner that_ will satisfy the management needs of the execu
tive and legislative branches and the existing legal require
ments. The current objectives include the fmlowing: 

1. Strengthening of agency organization and staff 
facilities to provide for the most effective conduct of 
agency financiai management. 

2. Establishment of effective agency accounting sys
tems on an accrual basis to the fullest extent this ac
counting basis is appropriate. 

3. Establishment of monetary property accounting as 
an integral part of agency accounting systems. 

4. Establishment of cost-based budgeting practices 
effectively integrated with the accounte to provide ade
quate support for budget requeste. 

5. Simplification of agency appropriation and allot
ment structures, and development oi the most effective 
methods of control of appropriations, funds, obligations, 
expenditures, and coste. 

6. The use of consistent classifications to bring about 
effective coordination of agency programing, budgeting, 
accounting, and reporting practices. 

7. Establishment of suitable internal control practices, 
including internal audit, in the agencies. 

8. Effective integration of agency accounting and re
porting with the requirements of the budget process and
the central accounting and reporting of the Treasuiy. 
Department. 

9. Development of accurate and useful agency andi 
govemmentwide reporte on fiscal status, financial resulte 
of operations, and cost of agency performance of as
signed functions. 

' "The Joint Program for Improving Accounting In the Federal Government—its Scope; 
Objectives, Concepts, and Methods," which was prepared by the Bureau of the Budget, 
Treasury Department, and the General Accounting Office. 
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10. Education of personnel in effective maintenance 
and maximum utilization of these management tools to 
effect economy in Govemment operations. 

In recognition of the full scope of the joint program, its name was 
changed in December 1959 to the joint financial management im
provement program. 

The efforts of the three central agencies and the administrative 
agencies to attain these objectives are coordinated through the joint 
program working arrangements. Leadership in the program is pro
vided by the Secretary of the Treasury, the Director of the Bureau 
of the Budget, and the Comptroller General, and they have estab
lished two joint committees to carry out the joint efforts on a con
tinuous basis. One committee, composed of representatives of the 
three central agencies, initiates and guides projecte involving govem
mentwide and civil agency financial management improvements. 
Each operating agency has designated a joint program representative 
to provide liaison with this committee. The other committee, com
posed of representatives of the three central agencies and the Depart
ment of Defense, handles joint matters related to financial manage
ment improvemente in the Department of Defense. 

The Committees on Appropriations and Govemment Operations 
in both the Senate and the House have been active in the efforts of 
the joint program. The staffs of these committees have maintained 
close liaison with the three central agencies in the resolution of 
problems encountered. Thus the joint program, while organized 
as a coordinated agency effort, is also coordinated with the work being 
performed by the Congress to obtain the most economical and effec
tive financial management practices for the Federal Govemment. 

Representatives of the joint financial management improvement 
program, at the request of the committee, compiled information on 
the present status of improvements in budgeting and accounting which 
is found in part V of this report. 

BUDGETARY AND FISCAL ASPECTS OF U.S. PARTICIPATION IN INTER
NATIONAL ORGANIZATIONS 

During the 80th Congress, the committee established the Subcom
mittee on Relations With International Organizations and directedit 
to make a comprehensive study of the budgetary, fiscal, and adminis
trative aspects of U.S. participation in the United Nations, its 
specialized agencies, and other intemational organizations. The sul> 
conimittee was charged with examining the nature and extent of such 
participation with particular emphasis on the cost, advisability of 
continued membership, and the practices and procedures foUowed by 
U.S- Govemment agencies in budgeting for these activities. 

The subcommittee conducted a detailed examination of the intemal 
structure and operations of the international organizations concerned 
in order to determine whether they were pursuing prudent policies 
with respect to budgetary and fiscal management, personnel, and other 
administrative services. 

During the 3-year period of its existence, the subcommittee pre
pared five reports, four of which dealt with financial management. 
These reports were approved by the full coimnittee and filed in the 



4 4 FINANCIAL MANAGEMENT IN THE FJEDERAL GOVERNMENT 

Senate. The first of these, issued in June 1948, was a preliminary 
report which surveyed the field and pointed up some of the major 
problems encountered in the fiscal mahagenaent field ("United States 
Relations With International Organizations," S. Rept. 1757, 80th 
Cong.). In its third report the subcommittee made a detailed study 
of the internal operations of the International Refugee Organization 
to which the United States contributed approximately 50 percent of 
all funds expended for participation in international organizations 
during the 3 full years of its existence. Numerous administrative and 
budgetary deficiencies were exposed, and steps were taken to correct 
theiii ("United States Relations With International Organizations: 
I I I . The International Refugee Organization," S. Rept, 476, 81st 
Cong.). The fourth report, issued in February 1950, was devoted 
to an analysis of various administrative and budgetary aspects of 
U.S. participation in international organizations during fiscal year 
1949 ("United States Relations With International Organizations: 
IV. United States Participation in International Organizations 
During the Fiscal Year Ending June 30, 1949," 'S. Rept. 1274, 81st 
Cong.). _ In it the subcommittee noted that a number of recommenda
tions which had been made earlier, relative to the budgeting of inter
national organization expenditures, had been adopted by the Depart
ment of Stale. As a result of the adoption of these recommendations, 
and partly due to the installation of performance budgeting which 
occurred at the same time, in the 1951 Federal budget there appeared 
a clear and definite breakdown of the precise amounts of money de
voted by this Govemment to contributions to international organiza
tions, rather than the lump-sum items which had appeared in the past 
and which iiiclud.ed other expenditures. Ultimately, the Department 
of State revised its budgetaiy practices further in this area with the 
result that current budgeting practices enable both taxpayers and 
legislators to determine at a glance the total ainounts of money de
voted by this Government to the various international organizations 
during any given fiscal year. 
_ The material contained in those reports and the findings and conclu

sions of the subcommittee were used by the Senate Committee on 
Appropriations in connection with its consideration of the State De
partment's budget requests for fiscal years 1951 and 1952. Portions 
of the report were read into the record with approval during hearings 
conducted by a subcommittee of the Committee on Appropriations 
on the Department of State appropriations for those 2 fiscal years. 
(Hearings before a subcommittee of the Cpmmittee on Appropria
tions, U.S. Senate, 81st Cong., 2d sess.. Departments of State, Justice, 
Commerce, and the Judiciary appropriations for 1951, pp. 512-513; 
appropriations for 1952, 82d'Corig., 1st sess,, pp. 1279-1280.) 

The fifth and last report of the subcomniittee consisted of a detailed 
analysis qf the internal operations of the United Nations and some 
of the specialized agencies. It included a study of budgetary and 
financial procedures and problems, programs, projects and priorities, 
personnel problems and procedures, and the probleni of coordination. 
("United StatesRelations With Intemational Organizations: V. The 
Internal Operations of the United Nations and Certain International 
Organizations in Which the United States Participates," S. Rept. 90, 
82d Cong.) 
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A number of the recommendations contained in tliis report, relative 
to strengthening the budgetary and fiscal procedures of both the 
United Nations and certain of the specialized agencies have been fol
lowed by some of these bodies and a number of the suggested reforms 
have been adopted. In addition, material contained in tliis report 
has been cited with approval and used extensively by both the Senate 
and House Committees on Appropriations in connection with the 
budget requests of the Department of State for participation in inter
national organizations. (^Hearings before a subcommittee of the Com
mittee on Appropriations, U.S. Senate, 82d Cong., 1st sess., Depart-
mente of State, Justice, Commerce, and the Judiciary appro
priations for 1962, pp. 1432-1433,1436,1444, and 1447; hearings before 
a subcommittee of the Committee on Appropriations, House of 
Representatives, 82d Cong., 1st sess.. Department of State appropria
tions for 1952, pp. 258, 284r-285, 327-330, 333-334, 518-519, and 669.) 

I n summary, these reports have been of considerable assistance to 
Members of both the Senate and House of Representatives, and par
ticularly to Menibers and staffs of the Senate and House Committees 
on Appropriations in connection with their consideration and evalua
tion of Department of State budget requests and justifications for 
participation in international organizations. In addition, they have 
been widely used by members of the Secretariate of the United 
Nations and the specialized agencies; by delegations to these organ
izations ; and by scholars, teachers, and writers. Finally, many weak
nesses and deficiencies Which were brought out in these -reports were 
called to the attention of appropriate authorities and corrective action 
has been taken which, in some instances, has led to substantial savings 
and improved efficiency. 

ANTIDEFICIENCY A C T 

HISTORICAL BACKGROUND 

Control in the execution of the Government's budgetary and finan
cial programs is based on the provisions of section 3679 of the Revised 
Statutes, as amended (31 U.SiC. 665), commonly referred to as the 
Antideficiency Act. As the name associated with section 3679 implies, 
one of the principal purposes of the legislation was to provide effective 
control over the use of appropriations so as to .prevent the incurring 
of obligations at a rate which will lead to deficiency (or supplemental) 
appropriations and to fix responsibility on those officials of Govern
ment who incur deficiencies or obligate appropriations without proper 
authorization or at an excessive rate. 

The original section 3679, Revised Statutes, was derived from legis
lation enacted in 1870 and was designed solely to prevent expenditures 
in excess of amounts appropriated. In 1905 and 1906, section 3679 
of the Revised Statutes was amended to provide specific prohibitions 
regarding the obligation of appropriations and required that certain 
types of appropriations be so apportioned over a fiscal year as tto 
"prevent expenditures in one portion of the year which may necessitate 
deficiency-or additional appropriations to completethe service.of the 
fiscal year for which said appropriations are made." Under the 
amended section, the authority to make, waive, or modify apportion
ments was vested in the head of the department or agency concemed. 
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By Executive Order 6166 of June 10,1933, this authority was trans
ferred to the Director of the Bureau of the Budget. The apportion
ment provisions of the Antideficiency Act were supplemented on 
August 13, 1940, by Executive Order 8512, prescribing regulations 
vsdth respect to the compilation and reporting on the financial condition 
and operations of the Government and with respect to the budgetary 
control of expenditures. 

During and following World War I I , with the expansion of Gov
emment functions and the increase in size and complexities of budg
etary and operational problems, situations arose highlighting the 
need for more effective control and conservation of funds. In order 
to effectively cope with these conditions it was necessary to seek legis
lation clarifying certain technical aspects of section 3679 of the Re
vised Statutes, and strengthening the apportionment procedures, par
ticularly as regards to agency control systems. Section 1211 of the 
General Appropriation Act, 1951, amended section 3679 of the Revised 
Statutes, as amended, to provide a basis for more effective control and 
economical use of appropriations. Following a recommendation of 
the second Hoover Commission that agency allotment systems should 
be simplified. Congress passed legislation in 1966 further amending 
section 3679 to provide that each agencj^ work toward the objective of 
financing each operating unit, at the highest practical level, from not 
more than one administrative subdivision for each appropriation or 
fund affecting such unit. In 1957 section 3679 was further amended, 
adding a prohibition against the requesting of apportionments or re
apportionments which indicate the necessity for a deficiency or sup
plemental estimate except on the determination of the agency head that 
such action is within the exceptions expressly set out in the law. The 
revised Antideficiency Act serves as the primary foundation for the 
Government's administrative control of funds systems. 

SALIENT PROVISIONS OF THE ANTIDEFICIENCY ACT 

Apportionments 
1. The Director of the Bureau of the Budget for the executive branch 

and the respective officers having administrative control over appro
priations available to the legislative branch, the judiciary, and the 
District of Columbia are required, with certain exceptions and unless 
otherwise exempted as provided in the act, to apportion or reapportion 
in writing appropriations or funds in the following manner: 

{a) Funds available for obligation for a definite period of time 
shall be apportioned so as to prevent obligation or expenditure 
thereof in a manner which would indicate a necessity for defi
ciency or supplemental appropriations for such period. 

{b) Funds not limited to a definite period of time, and all au
thorizations to create obligations by contract in advance of appro
priations, shall be apportioned so as to achieve the most effective 
and economical use thereof. 

2. The officers responsible for making the apportionments shall— 
{a) As deemed appropriate distribute any appropriation sub

ject to apportionment, by months, calendar quarters, operating 
seasons, or other time periods, or by activities, functions, projects, 
or objecte, or by a combination thereof. 
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(&) As deemed appropriate, establish reserves to provide for 
contingencies, or to effect savings whenever savings are made pos
sible by or through changes in requirements, greater efficiencyof 
operations, or other developments subsequent to the date on which 
such appropriation was made available. 

(c) Whenever it is determined that any amount reserved will 
not be required to carry out the purposes of the appropriation con
cemed, recommend the rescission of such amount in the manner 
provided in the Budget and Accounting Act, 1921, as amended, for 
estimates of appropriations. 

{d) Review the status of apportionments at least four times 
each year and take such action as may be necessary to further the 
effective use of appropriations. 

(e) Not apportion or reapportion any appropriation in a man
ner which would indicate a necessity for a deficiency or supple
mental estimate unless he determines that such action is required 
because of (1) laws enacted subsequent to the transmission to the 
Congress of the estimates for an appropriation which require 
expenditures beyond administrative control, or (2) emergencies 
involving the safety of human life, the protection of property, or 
the immediate welfare of individuals in cases where an appro
priation has been made to enable the United States to make pay
ment of, or contributions toward, sums which are required to be 
paid to individuals either in specific amounte fixed by law or in 
accordance with formulas prescribed by law. 

(/) Immediately furnish the Congress with a detailed report in 
each case where appropriations are apportioned or reapportioned 
in a manner indicating a necessity for a deficiency or supplemental 
estimate. 

Systems of ctdmAnistrative control 
1. Any appropriation which is apportioned or reapportioned may be 

divided and subdivided administratively within the limite of such 
apportionments or reapportionments. The officer having administra
tive control of any such appropriation available to the legislative 
branch, the judiciary, or the District of Columbia, and the head of 
each agency, subject to the approval of the Director of the Bureau of 
the Budget, shall prescribe, by regulation, a system of administrative 
control (not inconsistent with any accounting procedures prescribed 
by or pursuant to law) which shall be designed to— 

{a) Restrict obligations or expenditures against each appropri
ation to the amount of apportionments or reapportionments made 
for each such appropriation, and (&) enable such officer or agency 
head to fix responsibility for the creation of any obligation or the 
making of any expenditure in excess of an apportionment or re
apportionment. 

2. In order to have a simplified system for the administrative sub
divisions of appropriations or funds, each agency shall work toward 
the objective of financing each operating unit, at the highest practical 
level, from not more than one administrative subdivision for each ap
propriation or fund affecting such unit. 
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Prohibitions 
No officer or employee of the United States shall— 

1. Make or authorize an expenditure from or create or authorize 
an obligation under any appropriation or fund in excess of the 
amount available therein. 

2. Involve the Government in any contract or obligation, for 
the payment of money for any purpose, in advance of appropria
tions made for such purpose, unless such contract or obligation 
is authorized by law. 

3. Accept voluntary service for the United States or employ 
personal service in excess of that authorized by law, except in 
cases of emergency involving the safety of human life or the 
protection of property. 

4. Authorize or create any obligation or make any expenditure 
in excess of an apportionment or reapportionment or in excess of 
the amount permitted by agency regulations prescribed and ap
proved pursuant to the act. 

Penalties and reports of violations 
1. In addition to any penalty or liability under other law, any 

officer or employee of the United States who shall violate any of the 
prohibitive provisions of the act set out above shall be subjected to ap
propriate administrative discipline, including, when circumstances 
warrant, suspension from duty without pay or removal from office 
and if the violation was knowingly and willfully committed such 
officer or employee, upon conviction, shall be fined not more than 
$5,000 or imprisoned for not more than 2 years or both. 

2. In the case of a violation of any oi the prohibitive provisions 
of the act by an officer or employee of an agency or of the District 
of Columbia, the head of the agency concerned or the Commissioners 
of the District of Columbia, shall immediately report to the Presi
dent, through the Director of the Bureau of the Budget, and to the 
Congress all pertinent facts together with a statement of the action 
taken thereon. 

ADMINISTRATION 

Instructions relating to apportionments, reapportionments, estab
lishment of reserves, administrative control of funds and reporting 
of violations of the Antideficiency Act are provided by Bureau of 
the Budget Circular No. A-34. 

As part of its total budget and management responsibility, the 
Bureau of the Budget employs the apportionment system to control 
the use of funds throughout the executive branch in accordance with 
the provisions of the Antideficiency Act. Over the years, this system 
has been firmly established as an integral part of the budget process. 

In administering the budget approved by the Congress through the 
appropriation process, the apportionment system is used to establish 
the manner in which enacted appropriations are to be applied by the 
executive agencies in the conduct of operations during the course oi 
the fiscal year. Subsequent agency activity in the use of appropria
tions is reviewed at least quarterly during the year through a system 
of financial reporte designed to determine the status of funds in rela-
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tion to the established apportionment limits. Through these pro
cedures the Bureau of the Budget, acting for the President, exercises 
broad administrative fund control for the executive branch. 

I n carrying out their assigned functions, executive agencies dele
gate authority for the obligation and expenditure of funds to agency 
officials with management responsibility. To insure against over-
obligation or overexpenditure of funds, the agencies establish admin
istrative control of funds systems, with the approval of the Director 
of the Bureau of the Budget, which provide for the administrative 
subdivision of apportionments. Such administrative subdivisions, 
recorded in the official accounts, in turn establish limits on the amounts 
that may be used by individual agency operating officials. As part 
of the financial management process, agency financial reports have 
been established to furnish—generally on a monthly basis—informa
tion on the status of such allotments. These data provide the basis 
for management review and necessary adjustment action. This com
bined apportionment and allotment structure thus provides the frame
work within wliich the executive branch exercises appropriation and 
fund control. 

Agency reports of violations of the Antideficiency Act are reviewed 
by the Bureau of the Budget before transmittal to the President. Evi
dence of any weakness or deficiency in the agency administrative con
trol of fund system disclosed by the violation report is brought to the 
attention of the agency for corrective action. 

AMENDMENTS TO LEGISLATIVE REORGANIZATION ACT, 
8 0 T H - 8 3 D CONGRESSES 

The Subcommittee on Reorganization of the Committee on Govem
ment Operations compiled a summary, by title, of the amendments 
to the Legislative Reorganization Act adopted since its approval on 
August 2,1946 (S. Doc. 11,82d Cong.). 

El the 83d Congress, the subcommittee compiled a report covering 
the original act and all amendments thereto since its approval in 1946. 
That report also set forth specific citations indicating how and when 
such amendmente were effected. (S. Doc. 71,83d Cong.) 

OTHER FISCAL STUDIES AND REPORTS OF THE COMMITTEE ON 
GOVERNMENT OPERATIONS 

The Committee on Government Operations issued a number of 
other reports relating to fiscal and other functions of the legislative 
branch. In the 82d Congress, Senate Document No. 51, dated July 
10,1951, entitled "Some Problems of Committee Jurisdiction," was is
sued by the committee. This report contains a collection of state
ments on the jurisdiction of the standing committees of Congress in 
selected subject-matter fields, one of which is fiscal affairs. I n a 
statement on congressional fiscal machinery, Dr. George B. Galloway, 
senior specialist, American Govemment, Library of Congress, pointed 
out that one of the more troublesome problems relating to committee 
jurisdiction was inadequate congressional machinery to handle its 
fiscal affairs. Dr. Galloway stated that the fiscal machinery of Con
gress suffers from lack of integration and that— 
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In short, the fiscal machinery of Congress is fragmented 
and dispersive. The tax committees tend to be tax minded; 
the spending committees are tempted to be expenditure 
minded. The Joint Committee on the Budget provided for 
by section 138 of the Legislative Reorganization Act of 1946 
might have been budget minded, but for various reasons 
it has failed to function as planned and is no longer active. 

Under these circumstances, it is evident that the existing 
fiscal machinery of Congress is not now such as to give that 
body an overall coordinated view of Federal fiscal policy. 

Several other reporte dealt with audit functions performed by the 
Comptroller General, as follows: (1) "Audits of Government Corpo
rations," December 20, 1950 (S. Rept. 2685, 81st Cong.); (2) "Audit 
Reports of Govermnent Corporations and Agencies," January 20, 
1954 (S. Rept. 861, 83d Cong.); and (3) "Review of Audit Reports 
of the Comptroller General,''^ February 23,1956 (S. Rept. 1572, 84th 
Cong.). These reports covered the authority of the Comptroller 
General to perform audite of Federal departments and agencieSj in
cluding Govemment corporations, and an analysis, by the committee 
staff of audit reporte submitted to the Congress by the Comptroller 
General under such authority. 



PART IIL RECOMMENDATIONS OF THE HOOVER COM
MISSION ON BUDGETING AND ACCOUNTING 

The first Commission on Organization of the Executive Branch of 
the Govemment was created by Public Law 162, 80th Congress, ap
proved July 7,1947. It expired on June 12,1949. The second Com
mission on Organization of the Executive Branch of the Government 
was created pursuant to Public Law 108,83d Congress, approved July 
10,1953, and expired in September 1955. 

There were 12 members of each Commission with 4 each being ap
pointed by the President of the United States, the President pro 
tempore of the Senate, and the Speaker of the House of Representa
tives. Former President Herbert Hoover was selected by the members 
to serve as Chairman of both Commi^ions. Senator John L. Mc
Clellan, chaimian of the Senate Committee on Govemment Opera
tions, was a member of both Commissions. Senator George D. Ajken, 
chairman of the same committee during the 80th Congress, also served 
on the first Hoover Commission. 

The first Commission concerned itself chiefly with the structural 
reorganization of Govemment departments, agencies, and bureaus, 
and with their relations with each other. I t devoted its energies 
primarily to determining "how" or "where" functions could be per
formed more efficiently and economically within the existing govem
mental framework. 

The second Commission, however, dealt far more extensively with 
policy questions relating to Government operations than with matters 
of administrative organization. I t devoted its energies to determin
ing whether some existing Govemment functions should be performed 
at all, and made many far-reaching recommendations concerning Gov
emment activities in a number of fields. 

The budget and accounting recommendations of the first Commis
sion were submitted to Congress in February 1949 (H. Doc. 84, 81st 
Cong.) and those of the second Commission in June 1955 (H. Doc. 192, 
84th Cong.). There foUows a summary and discussion oi these major 
recommendations including implementing legislation enacted by the 
Congress. 

SUMMARY 

FIRST COMMISSION 

The first Hoover Commission report on budgeting and account
ing contained 13 recommendations on budgeting, improvemente in the 
operation of the Bureau of the Budget, and reorganization of account
ing procedures and methods. 

To improve the Government's budget process, the Coimnission rec
ommended the use of performance budgete (which emphasize work to 
be done rather than objecte purchased), a survey of the appropriation 

BX 
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structure to correct diversity of appropriations, separation of current 
expenditures from capital outlays in agency budget estimates, and 
clarification of authonty to the President to spend less than amounte 
appropriated if congressional purposes are carried out. 

With respect to the Bureau of the Budget, the Commission recom
mended closer teamwork on budget review between the Estimates, Ad
ministrative Management and Fiscal Divisions and with the Depart
ment of the Treasury and other offices. The Commission also recom
mended that the Bureau of the Budget emphasize development of 
standards for performance budgets, management research functions, 
and that the President, through the Bureau, supervise both publica
tion and statistical activities. 

In reorganizing accounting, the Commission recommended estab
lishment of a new Accountant General in the Treasury Department to 
prescribe administrative accounts subject to approval of the Comp
troller General, and to prepare summaries of agency accounts and fi
nancial reports. The Commission further recommended that Con
gress continue its study of fidelity insurance bonds; that instead of 
shipping millions of vouchers to Washington, the Comptroller Gen
eral should make spot checks in the field. The Commission also gave 
general approval to its task force recommendations of accrual account
ing, simplification or elimination of the warrant system, and changes 
to reduce staff and govemmental red tape. 

Senator John L. McClellan and Representative Carter Manasco, 
members of the Commission, disagreed with the majority on the 
establishment of an Accountant General under the Secretary of the 
Treasury and submitted proposals of their own to strengthen rather 
than weaken the Comptroller General's powers to prescribe adminis
trative accounte. This authority was given to the Comptroller Gen
eral under the Budget and Accounting Act of 1921. The Commis
sion endorsed the approach of the joint accounting improvement pro
gram conducted by the Bureau of the Budget, the Treasury Depart
ment, and the General Accounting Office, and recommended that no 
action should be taken to disrupt this program. The detaUs are set 
forth in the preceding section of this report. Further views were sub
mitted on the recommendations for the creation of an Accountant 
General by James H. Rowe, Jr., James K. Pollock, and Dean Acheson, 
also members of the Commission. 

In addition to the 13 recommendations on budgeting and account
ing, the Commission's report contained 5 recommendations for 
strengthening statistical services in the Bureau of the Budget. 

SECOND COMMISSION 

The second Hoover Commission report on budgeting and accounting 
was submitted to Congress in June 1955. I t contained 25 recommenda
tions for budgeting, accounting and auditing practices, financial and 
Performance reports, financial organization, and related matters, 

he report proposed expansion of the Bureau of the Budget and the 
creation of an Office of Accounting in order to enable the more effec
tive discharge of the Bureau's managerial, budget, and accounting 
functions, on the premise that the strengthening of the Bureau of the 
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Budget has a direct bearing on leadership within the executive branch 
toward fulfillment of the Commission's recommendations. 

With respect to Federal budgetary practices, the Commission's prin
cipal recommendations called for (1) continued use of performance 
budgeting, (2) formulation and administration of agency budgets 
on a cost basis, (3) annual appropriations based on accrued expendi
tures, and (4) authorization for limited periods of continuing Gov
ernment programs not susceptible to the usual budget controls. 

Significant among the Commission's recommendations for improv
ing accounting and auditing practices was a proposal for acceleration 
of efforte to install adequate monetary property accounting records 
and maintenance of Government accounts on an annual accrual basis. 
The Commission also made proposals dealing with simplification of 
allotmente, use of a single account in each agency for liquidation of 
obligations, and other practices in the settlement of claims, and relief 
of accountable officers. The Commission recommended further 
exatoination of revolving fund and internal audit practices. 

To improve the financial organizations of the executive branch, the 
Commission recommended the establishment of comptroller organ
izations in the principal agencies, and that the proposed Office of 
Accounting in the Bureau of the Budget include among its duties the 
rendering of assistance to agency comptrollers. 

The Commission made several recommendations aimed at develop
ing and providing more comprehensive reports on both the financial re
sults and the performance of Govermnent programs. I ts recommenda
tions included proposals for increased emphasis upon the improve
ment of Treasury's central fiscal reporte, for a study to eliminate 
duplicate accounting within the Department of the Treasury and be
tween that Department and other agencies, and also for the develop
ment by the Bureau of the Budget of govemmentwide reports on 
executive branch performance and on the financial results of Govern
ment operations. 

FIRST COMMISSION'S RECOMMENDATIONS ON BUDGETING AND 
ACCOUNTING, 1947-49 

The first Hoover Commission, 1947-49, pointed up a great need 
for reform in methods of budgeting, in the appropriation structure 
and in the Federal Government's accounting system. I t stated in its 
report on Budgeting and Accounting: 

There are serious weaknesses in the internal operations of 
the Federal Government in the fiscal field. These weaknesses 
penetrate into the heart of every governmental transaction. 
The President's budget, as submitted to the Congress an
nually, does not indicate accurately what the costs of each 
activity_will be over the coming year; and the Government's 
accounting system, outmoded and cumbersome, does not 
indicate what was accomplished with the money spent in the 
year past. 

I t s keystone recommendation to improve the budgetary concept 
called for the adoption of a budget based upon functions, activities, 
and projecte, which it designated as a performance budget. 
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Such an approach to budgeting, the Commission maintained, would 
focus attention upon the general character of the service to be rendered 
or the work to be done rather than upon tangible things to be acquired 
such as supplies, equipment, and services which it characterized as 
only the means to an end. The all-important objective in budgeting, 
the Cornmission steted, "is the work or the service to be accomplished 
and what that work or service wUl cost," 

In further justification of ite recommendations, the Commission 
declared that a performance budget would expedite action by the 
Congress on budget estimates, would assure more accurate revenue 
figures for the forthcoming budgeting period, and would provide 
more complete estimates to the Congress. 

In proposing these revisions in the Federal Government's budgetary 
presentation, the Commission emphasized that its revitalized budget
ing-accounting structure would answer two major questions: (1) 
From the viewpoint of budgeting: "What is the money wanted for?" 
(2) From the accounting viewpoint: "What do the texpayers get 
for it?" 

In support of these premises, the Commission stated: 
These two questions lie at the root of any fiscal system. 

The present budgeting and accounting system of the Federal 
Govemment either does not supply answers to these ques
tions, or supplies "half answers." A good system would 
supply the right answers. 

Budgeting and accounting go hand in hand. Sums bud
geted in advance are subsequently accounted for as obligated 
and spent. The activities are the same and the accounts 
themselves must be the same. Only by making comparisons 
between similar activities, and between the same activity in 
one year against another year, can efficiency be tested. Only 
by making the head of each activity financially responsible 
for all the costs of his program, can he be held to account. 
Only by modernizing the Federal system of budgeting and 
accounting will it be possible to tell exactly how much any 
single program or project is costing. The Federal Govern
ment must be able to assess resulte intelligently. 

By following our recommendations, the Congress, the ex
ecutive branch, and the people will have not only the same 
information they have now, but more information, presented 
in a more intelligible fashion. 

In addition to the performance budget, the Commission recom
mended a general revision of the Government's compUcated appro
priation structure with the object of simplification of presentation, 
consolidation of certain appropriations in broader categories to elimi
nate itemization, which often obscures the totals, and merging of 
patehwork appropriation procedures into a rational, uniform, easUy 
understendable pattern. 

Stating that fiscal responsibility is diffused when agencies of the 
Government are financed from diverse appropriations in the Federal 
budget under the appropriation process existing at that time, the 
Commission heavily underscored the necessity of a complete revision 
of the appropriation structure as essential to the successful adoption 
of the performance budget. 
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Other recommendations by the Commission in the budgetary field, 
included separation of capital outlay from current operating expen
ditures in all budget estimates, and granting authority to the Presi
dent to reduce appropriations if the objectives proposed by the Con
gress are achieved without expenditures of the entire amomit. Also 
recommended were various internal reorganizations within the Bureau 
of the Budget to strengthen that organization as the foundation stone 
of improved administrative management of the executive branch. 
Specific recommendations dealt with improvement, reorganization, 
and better cooperation of the fiscal, estimates, legislative reference, 
administrative management, and statistical divisions of the Bureau. 

The Commission considered improvements in the Government's 
accounting structure of corollary importance to the recommendations 
in the budgetary field. 

Emphasizing the absolute importance of accounting to maintenance 
of financial integrity, the Commission pointed out that accounting not 
only provides the basis for the summary financial reports by which 
the executive branch accounts to the Congress, but also in the finality 
provides for the fixing of responsibility in the disposition of Govem
ment funds. It stated: 

The accounting system of the Government, as it now exists, 
consists of two general types of accounts—fiscal accounts and 
administrative accounts. 

The fiscal accounte are the overaU or general accounte 
which are kept mainly in the Treasury Department. These 
accounte comprehend the fiscal operations relating to reve
nues, custody of funds, disbursements, public debt, and cur
rency. The Comptroller General does not ordinarily con
cern himself with the form of these accounts or the contente 
of the reports which are made from them. Nor is he con
cemed with property or cost accounte. 

Section 309 of the Budget and Accounting Act of June 10, 
1921, provides "* * * The ComptroUer General shall pre
scribe the forms, systems, and procedure for administrative 
appropriation and fund accounting in the several depart
ments and establishments, and for the administrative exami
nation of fiscal officers' accounts and claims against the United 
States (31 U.S.C,sec.49)." 

The authority of the Comptroller General is, thus, by law, 
limited to prescribing administrative accounts. He does not 
now have any authority over fiscal or other accounts. 

He has from time to time issued regulations prescribing in 
detail the form of these accounts—the latest issue being Regu
lation 100 of a few years ago. But the Comptroller General 
has not been particularly concerned with property accounts 
or with cost accounts. They have been developed chiefly by 
the departments with the assistance of the Treasury. 

The development of a complete and up-to-date system of 
accounting for the Government comprehends both the fiscal 
or general accounts and the administrative or departmental 
accounts. All these systems of accounts should be prescribed 
by the same authority in order to have an integrated system. 
With some prescribed by the Treasury, some by the depart-
65686-:81 6 
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ments, and others by the Comptroller General, it has not been 
possible during the last 27 years, since the Budget and Ac
counting Act was passed, to work out a satisfactory system. 

The present unsatisfactory situation has been recognized 
by the organization of a voluntary committee, comprising the 
Secretary of the Treasury, the Comptroller General, and the 
Director of the Bureau of the Budget, to arrive at mutually 
agreeable reforms in the accounting system. 

These efforts are in the right direction. But this Commis
sion feels that more than voluntary correctives are needed. 
A definite system should be established and given more per
manence through legislation and organization. Indeed, the 
admirable work of the Secretary of the Treasury, the Comp
troUer General, and the Director of the Bureau of the Budget 
will be greatly aided if positive action be taken to establish 
a responsible official with authority to give continuous motive 
force to reform in accounting. Since accounting is primarily 
the responsibility of the executive branch, it is proposed that 
this official should be an Accountant General in charge of a 
new Accounting Service in the Treasury Department. 

On the basis of the above conclusions, the Commission recommended 
the establishment of an Accountant General in the Treasury Depart
ment with authority (1) to prescribe general accounting metliods, 
and (2) enforce accounting procedures—subject to approval of the 
Comptroller General "within the powers now conferred upon him by 
the Congress." I n addition, the Commission recommended that the 
Accountant General should, on a report basis, combine agency accounts 
into the summary accounte of the Government for the information of 
the Congress, the President, and the public. 

Thus, the Commission pointed out that its recommendation would 
create a single officer in the Departinent of the Treasury with the au
thority to prescribe a single system of fiscal accounte; to represent the 
executive branch in establishing an administrative accounting system 
with the Comptroller General; and to supervise all departmental ac
counting activities throughout the executive branch. 

I n addition to its main recommendation for the creation of an 
Accountant General in the Treasury Department, the Commission 
made several other recommendations for technical improvements in 
accounting procedures including spot sampling of vouchers, adoption 
of an accrual accounting system, and simplification of the Federal 
surety bonding system. 

SECOND COMMISSION'S RECOMMENDATIONS ON BUDGETING AND 
ACCOUNTING, 1953-65 

The second Hoover Commission directed its major recommenda
tions on budgeting toward "restoring full control of the national 
purse to the Congress." I t pointed out that under existing proce
dures there was no effective control over expenditures either by the 
Congress or the executive branch. 

Primary factors causing this situation were identified as follows: 
(1) the broad use of obligational authority extending over several 
years, (2) use of open-end commitmente which limit the exercise of 
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discretion in determining the amounts to be appropriated by the Con
gress, (3) the creation of working capital funds which escape effective 
congressional review, and (4) no direct or effective control over costs 
incurred by Government agencies. The Commission stated: 

At the present time the Congress finances approved pro
grams by enacting appropriations which authorize the agen
cies to incur obligations up to specified ceilings. The au
thority to incur obligations may be limited to 1 year, or the 
appropriations may remain available until expended (no-
year money). Expenditures made pursuant to appropri
ations are not necessarily made in the same fiscal year in 
which the funds are appropriated. Consequently huge 
"unexpended balances" of appropriations accumulate, con
sisting of both obligated and unobligated amounts. 

The Commission then quoted its task force, as to the difficulties 
incurred when appropriations are made on an obligation basis, as 
follows: 

{a) "Obligations incurred" is a flexible concept which has 
been interpreted differently by different people. There is 
a tendency in executive agencies to state the obligations in
curred at the highest possible figures since this action 
strengthens the budget requests for the following year. The 
Comptroller General in a report to the House Committee on 
Appropriations (March 1954) on aircraft procurement obli
gating procedures stated: 

"Combined totals of the Air Force and Navy therefore 
reasonably indicate an overstatement of $8,200 million in the 
total unliquidated obligation balance at June 30, 1963, of 
$23,500 miUion, or 35 percent of the total." 

As a result of congressional dissatisfaction with agency re
porting of obligations incurred, legislation was enacted which 
attempted to define obligations in a more precise manner than 
formerly. This legislation requires that annual reports be 
submitted by the agencies to the Appropriations Committees, 
the Bureau of the Budget, and the General Accounting Office 
showing the status of appropriations or funds as of the close 
of each fiscal year, including information as to the balance 
obligated but unexpended, and the amounts unobligated. The 
fact that the Congress found it necessary to enact this legisla
tion emphasizes the inherent difficulties'in attempting to con
trol appropriated funds under a concept as fluid as that of 
"obligations." 

{b) The present annual budget is not an effective instru
ment for controlling expenditures as it is not directed to con
trolling the costs to be incurred in carrying out approved 
programs. As we explained in the section on "Cost Based 
Budgeting," inventories, equipment, and facilities, and other 
items on hand and on order represent resources already avail
able for a program. These resources should be taken into con
sideration in determining the amount of additional funds re
quired to carry out projected programs. Except in very 
simple situations, the amount of obligations incurred, now 
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relied upon for budget control, bears no direct relationship to 
the annual costs of agency performance. 

(c) The obligation basis of appropriations produces an in
centive in the agencies to use all available obligational au
thority prior to the date when it otherwise would lapse for 
obligating purposes. Such action tends to support agency 
budget requests for the following fiscal year. 

{a) There is no direct and effective control over the annual 
budget surplus or deficit. This is due to the fact that the ap
propriations which Congress enacts each year are intended to 
control not annual expenditures but the level of obligations 
which the agencies may incur, sometimes over several years. 
As we have already stated, payments made to liquidate obli
gations so incurred are not necessarily made in the same year 
for which the obligating authority was granted. Therefore, 
although the Congress and the executive branch may control 
the total level of payments over a period of years, the pay
ments are not effectively controlled annually. 

In the 1956 budget, for example, it is estimated that 
of the total $62,400 inillion to be paid out in that fiscal year, 
approximately $24,600 miUion arises from prior year appro
priations. Large balances of unexpended appropriations are 
thus available to the agencies for disbursement purposes 
without further action of the Congress. This has been the 
case in recent years. 

(e) The concept of controlling obligations incurred by 
agencieSj now relied upon for budget formulation and con
trol, is ineffective from the standpoint of controlling the 
Federal Government's expenditures. This is particularly 
true because a large and important part of the Federal budget 
in terms of dollars is devoted to multiple-year programs, 
whereunder even the obligations incurred are not effectively 
controlled by either the executive branch or the Congress. 
For example, of $68 billion of unexpended authority as of 
July 1,1954, $22,800 million was not then obligated and thus 
was available to the agencies to obligate during fiscal year 
1955 and thereafter. 

This carryover of unobligated authority for multiple-year 
programs arises from the practice of making full budget 
provision at the outeet for such programs. In such cases 
funds are appropriated which remain available until ex
pended (no-year money). There is no limitation as between 
years on the amounts to be obligated except to the extent 
that they are apportioned to the agencies by the Bureau of the 
Budget. Neither is there an effective postreview of such 
appropriations by either the Bureau of the Budget or the 
Congress. The procedure has been to review in minute detail 
the new program for the budget year under consideration 
with little consideration of past performance. This inade
quacy applies particularly to military procurement. 

Stating that it was in complete accord with its task force analysis 
quoted above, the Commission recommended a revolutionary change 
in the budgetary concept from a budget based upon obligational au-
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thority to a budget based upon annual accrued expenditures. The 
Commission then presented the following description of accrued ex
penditure budgeting: 

Our task force suggests that the present budget, which is 
in terms of obligational authority, be replaced by an annual 
accrued expenditure budget. This contemplates that agency 
budgets be expressed in terms of the charges for goods and 
services estimated to be received during the year, i.e., the 
accrued expenditures. The authority granted by the Con
gress should be for 1-year periods and in terms of authority 
to make such expenditures. The term "accrued expenditures" 
represents the charges incurred for goods and services re
ceived and other assete acquired, whether or not payment has 
been made and whether or not invoices have been received. 
Thus, the term "accrued expenditures" is not synonymous 
with cash disbursements. To clarify this concept, let us con
sider the Government's activities as being in the following 
two broad categories: 

1. Programs for which the total aimual appropriations as 
now enacted differ materially from the accrued expenditures 
in each year: In this category are long leadtime programs 
for the acquisition of aircraft, ships, and other military 
weapons, construction, and research. 

2. Government programs where the obligations incurred 
coincide substantially with the accrued expenditures for 
each year: The administrative expenditures for most Govern
ment agencies are included in this category. 

The application of an expenditure budget to each of these 
categories would be as follows: 

1. Long leadtime programs.—^Under this proposal an agen
cy would submit initially a properly described program 
showing the total funds required for its completion, projected 
in terms of years. The Congress, if it approved the program, 
would enact an annual appropriation in terms of the esti
mated accrued expenditures required for the year under con
sideration. In additiouj the (jongress would give the agen
cies contracting authority in terms of the dollar amount 
required for orderly forward contracting beyond the budget 
year. The executive branch and the Congress would review 
the program annually from the standpoint of costs and ac
complishment, both completed and projected. The Congress, 
at the same time, would restate the contracting authority 
annually as necessary. 

2. Other programs.—Appropriations for the remaining 
Government programs, where leadtime is not an important 
factor, should also be placed upon an annual accrued expendi
ture basis. In these cases contracting authority beyond the 
budget year will not ordinarily be required. The extension 
of expenditure budgeting to such areas should be a relatively 
simple matter. It wouM place budget appropiiations and 
expenditures on a uniform basis throughout the Governinent. 

A proposal for the use of an expenditure budget was made 
to the Bureau of the Budget in January 1954 by a group of 
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professional accountants who had studied the problem. Also 
the Cooper Committee in its report on financial management 
in the Department of Defense, October 1954, stated: 

"However, in order to gain the maximum benefits from 
budgeting and accounting on a cost basis, the Cominittee sug
gests that consideration be given to a basis of appropriating 
that would be more closely related to coste in the sense of 
goods and services received than the basis- now used. 
Although some provision for congressional authorization to 
contract for long leadtime co.d. orders would be needed, the 
cost approach would focus attention on the resources to be 
received and those to be used in the budget year." 

The Assistant Secretary (Comptroller) of the Department 
of Defense has expressed the opinion that the idea of an 
annual expenditure budget has merit and that, while there 
are certain administrative difficulties to be overcome, he did 
not believe them to be insurmountable. 

Naturally, the installation of such a plan will raise transi
tion problems. A necessary step would be the rescission of 
present large balances of unexpended appropriations and the 
substitution therefor of annual "accrued expenditures" ap
propriations supplemented by contracting authority. The 
initial contracting authority granted should be adequate to 
cover existing contracts with suppliers and thus avoid ma
terial revision in existing contracts. 

The proposal for an expenditure budget will not alter the 
protection afforded the Government's suppliers under present 
appropriation practices. Contractual provisions can be 
made under which suppliers would be assured payment of 
their high "starting load" and "tapering off" costs so that in 
the event of a contract cancellation or cutback they would 
be protected against loss from such action on the part of the 
contracting authority. Suppliers, when dealing with the 
Government, would thus be placed in a position equivalent 
to that in which they are at present. 

Adoption of this proposal will require administrative 
changes in the Government's budgeting and accounting pro
cedures, particularly in the Department of Defense, and will 
require education of those concerned with the budgetary 
process and the working out of the precise mechanics. 

The proposal for an annual accrued expenditure budget 
would assure annual review of past and proposed perform
ance under long leadtime contracts. That this is important 
is indicated by the statement of the Director of the Budget 
in October 1953 that as of July 1, 1953, $81 biUion of un-
financed appropriations existed as a claim against current 
and future income or borrowing. The contracts and commit
ments made as a result of these appropriations became in effect 
co.d. obligations against the Government. 

In order to further tighten congressional control over expenditures, 
the Commission also recommended that legislation committing the 
Govemment to fixed or continuing programs such as veterans' benefits, 
grants for public assistance, funds for agricultural price supports, 
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etc., which are not susceptible to annual budgetary control ordinarily 
be enacted for a limited term so as to be reviewed by the Congress 
periodically to determine the effectiveness of such programs. 

I n addition to its major recommendation for accrued expenditure 
budgeting (the highly controversial legislative history of which ap
pears on pages 98-110 of this report) , the Commission proposed: 

(1) That the Bureau of the Budget be revitalized so that it could 
more effectively discharge its overall managerial responsibilities for 
the executive oranch, that specialists in the Bureau be assigned to 
important agencies to conduct a continuous year-around on-the-spot 
review of the respective agencies' budget preparations, accounting, 
financial, reporting, and other facets of the budgetary processes, and 
that, if necessary, the Congress increase the appropriation of the 
Bureau for assignment of this highly specialized staff. 

(2) That for improved management purposes cost-based operating, 
budgets be established in the executive agencies to determine fund 
allocations within the agencies. In making this recommendation the 
Commission stated that the responsibility for budget execution lies 
within (1) the Bureau of the Budget and (2) the agencies themselves, 
as follows: 

1. I n the Bureau of the Budget.—The Bureau's control is 
based primarily upon a system of agency financial reports 
and operates through the apportionment of funds, establish
ment of reserves, and review and approval of agency regula
tions governing administrative control of funds. Appor
tionments of obligational authority are usually made quar
terly by the Bureau of the Budget after consideration of 
agencies' requests. They are designed to regulate the rate 
of obligation and expenditure of funds and to assure that no 
moneys are spent in excess of the amounts granted by the Con
gress. The act which authorized this system also provided 
that where an apportionment or allotment is exceeded, the 
agency must render an immediate report to the President, 
through the Director of the BureaUj and to Congress. While 
this act has been useful in promoting budget compliance, it 
has necessitated the reporting to the President and the Con
gress of a large number of technical violations. During the 
fiscal year 1953, there were more than 1,200 such violations 
in the Department of Defense alone, many of them involv
ing but a few dollars. Some of these violations are undoubt
edly due to the unnecessarily complicated allotment structure 
of the Department of Defense. 

2. I n the agencies.—^After the Congress has granted an 
appropriation, a basis must be provided within an agency 
whereby the spending authority is passed down the line to 
subordinate subdivisions. This is done through the fixing 
of allotments. However, these allotments should be sup
ported by cost-based operating budgets furnished by the lower 
management levels. These operating budgets should justify 
the funds needed and be followed by periodic reports to man
agement, comparing budget projections with actual perform
ance. Such budgets should be prepared as close to the begin-
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ning of the fiscal year as possible and submitted to higher 
levels of management for approval and consolidation up the 
management chain. 

(3) That tlie executive budget continue to be based upon the per
formance budget recommended by the first Hoover Commission in 
1949, viz, a budget based upon functions, activities, and projects, ade
quately supported by information on program costs, accomplishments, 
and budgetary review. 

(4) That the executive agencies better synchronize their organiza
tion structures, budget classifications, and accounting systems in sup
port of the performance budget. 

(5) That in addition to determining allocations on a cost based 
budget, all executive agency budgets be formulated and administered 
on a cost basis. 

To improve the Government's accounting system, the Commission 
recommended tbat a new Staff Office of Accounting, headed by an 
Assistant Director be established in the Bureau of the Budget; that 
comptrollers be created in the important executive agencies to serve 
in an advisory capacity to management in the establishment, main
tenance, and operation of a sound accounting system; and that aU 
governmental accomiting be converted to an annual accrual basis to 
show currently, completely and clearly resources, liabilities, and actual 
operating costs. 

The Commission also recommended that the allotment system be 
simplified, that revolving funds be reviewed to determine their effec
tiveness in the appropriation processes, that adequate monetary prop
erty accounting records be instaUed, that single accounts be main
tained for controlling the liquidation of obligations, that valid vouch
ers for which appropriations have lapsed be settled within agencies 
rather than referred to the General Accounting Office as claims, that 
the Comptroller General be given authority to relieve accountable 
officers of financial liability except for gross negligence or fraud, that 
duplicate accounting among various departments of the Government 
be eliminated, that central fiscal reporting by the Treasury Depart
ment be modernized to provide complete statements on the Govern
ment's cash position including funds held outside the Treasurer's 
Office, etc., and that the Bureau of the Budget report the financial 
activities of the Government as a whole. 

Toward the conclusion of ite report, the Commission recommended 
that the comptroller in the military departments—^Army, Navy, and 
Air Force—be civilians with superior management, budgeting, and 
accounting training and experience, responsible only to their re
spective services. 

FinaUy, the Commission recommended improvemente in internal 
auditing within the various executive agencies as complementery— 
but not supplementary—to the external auditing conducted by the 
General Accounting Office. 
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IMPLEMENTATION OF COMMISSION RECOMMENDATIONS 

FIRST COMMISSION 

Among the most important legislation enacted by Congress, imple
menting the first Hoover Commission's recommendations on budget
ing and accounting, was the Budget and Accounting Procedures Act 
of 1950, Public Law 81-784, approved September 12,1950. 

This act not only incorporated the basic recommendations of the 
Commission but also carried out the program anticipated by Congress 
prior to creation of the Commission. It provided for a modemized 
budget and accounting program, full disclosure of the results of Fed
eral financial operations, continuous study and improvement of the 
budget and accounting systems, and effective control over income and 
expenditures through an up-to-date audit program. This act was 
praised by the heads of all the Federal fiscal agencies as the most pro
gressive step forward in the improvement of the Federal Govern
ment's financial system since the Budget and Accounting Act of 1921. 

Three other actions of the Congress which closely relate to the enact
ment of the Budget and Accounting Procedures Act of 1950 were the 
approval of the Post Office Financial Control Act of 1950 (Public Law 
81-712); improvements in the financial control and operations of the 
Bureau of Engraving and Printing (Public Law 81-656); and title 
IV of Public Law 81-216, which provided for the establishment of 
coordinated accounting and fiscal procedures in the Defense Depart
ment similar to the provisions of the basic accounting act. 

SECOND COMMISSION 

Major legislation enacted by the Congress implementing the sec
ond Hoover Commission's recommendations include the following: 

1. Public Law 84r-798, approved July 25j 1956, provided for the 
merger of all prior-year obligated balances into one consolidated ac
count for the same general purpose 2 years after the appropriations 
expired for obligational purposes, and the payment of claims by 
agencies from lapsed appropriations in the same manner as bUls pay
able from current appropriations. 

2. Public Law 84^863, approved August 1, 1956, provided for the 
use of costs in accounting and budgeting in the executive agencies, 
the improvement of agency allotment practices, and the development 
of consistency in financial and organization classification. 

3. Public Law 85-759, approved August 28, 1958, provided for 
annual accrued expenditure limitations on appropriation accounts. 
S. 434 and H.R. 8002 provided that estimates for proposed appropria
tions of the executive agencies of the Government, where appropriate, 
be determined on an annual accrued-expenditure basis as recommended 
by the second Hoover Commission, but H.R. 8002, as finally enacted, 
provided that whenever the President determines that a satisfactory 
system of accrual accounting has been established for an appropria
tion account, that the appropriation transmitted to the Congress for 
that account be accompanied by a limitation on expenditures that may 
be made from that account. However, such limitations are not effec
tive unless approved by the Congress. 
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Other legislation implementing directly or indirectly the general 
objectives of the Hoover Commission's recommendations during the 
84th Congress were: Public Law 84^882 authorizing an additional 

Eosition of Assistant Director in the Bureau of the Budget; Public 
law 84-334, and Public Law 84-365, providing relief for accounting 

and disbursing officers; and Public Law 84-814, Supplemental Appro
priation Act of 1957, providing additional funds for the Bureau of 
the Budget. 

A detailed discussion of the above major acte implementing the 
first and second Hoover Commission recommendations is found in 
part I V of this report. Many of the Hoover Commission recommenda
tions did not require legislative action for activation, but were subject 
to implementation by Executive orders issued by the President or 
by other administrative action. 

MAJOR COMMISSION RECOMMENDATIONS NOT IMPLEMENTED BY 
CONGRESS 

As stated above the Budget and Accounting Procedures Act of 
1950 implemented the majority of recommendations made by the first 
Hoover Commission on budget and accounting. However, the Con
gress rejected two major recommendations of that Commission, name
ly : recommendation No. 3, proposing that the budget show a separa
tion of current and capital expenditures; and recommendation No. 
10, to create an Accountant General under the Secretary of the Treas
uiy with authority to prescribe general accounting methods and 
enforce accounting procedures subject to the approval of the Comp
troller General. 

SEPARATION OF CURRENT AND CAPITAL EXPENDITURES 

Senate and House biUs (S. 3850 and H.R. 9038, Slst Cong.) aS orig
inally reported by the Senate and House Committees on Govemment 
Operations contained a provision to require the budget to set forth a 
segregation of budget estimates of operating, and of capital invest
ment programs. 

During debate on the floor of the House on H.R. 9038, Representa
tive Karsten submitted what he described as "four minor ataiend-
mente" suggested by Members of the House Committfee on Appropria
tions, one of which was to delete the requirement that the budget set 
forth a segregation of operating and of capital and investment pro
grams. The amendments Were agreed to and the bill was passed.^ 

Senator McClellan on the floor of the Senate in urging that the 
Senate insist on the language incorporated in S. 3850 had this to say: 

Section 102(a) of S. 3850 would also amend section 201 
of the Budget and Accounting Act to require "(b) a segrega
tion of operating, and of capital and investment programs;" 
Another of the House amendments would strike out this 
provision, which was one of the significant recommendations 
of the Hoover Commission for improved budgeting. 

^ Congressional Record, July 26, 19,50, p. 11160. 
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Again this is a requirement designed to improve congres
sional examination of budget requests. As the Hoover Com
mission has pointed out, these two types of expenditures are 
essentially different in character. Because of this difference, 
they often need to be looked at by the Congress in different 
ways. Budget requests for many capital projects, for ex
ample, provide funds for only the initial work needed to get 
them underway, and succeeding budgets include larger 
amounts for their completion. Unless these kinds of pro
grams are set forth separately, the Congress may not be fully 
aware of future cost commitments that it may be encourag
ing. This is not good business on the part of the Federal 
Government. This provision, too, is one which extends to 
the rest of the Government statutory requirements already 
enacted with regard to the budget of the Department of 
Defense. 

The House amendment would not preclude the segregation 
of operating and of capital and investment programs in the 
budget. However, it would leave such a segregation to the 
option of the President, whereas the intent of S. 3850 is to 
make such a segregation mandatory. 

After further debate Senator Byrd offered an amendment, which 
was accepted, to strike out the language in the Senate bill requir
ing "a segregation of operating, and of capital and investment 
programs." ^ 

During subsequent Congresses a number of bills have been intro
duced to carry out this recommendation, but all of them have failed 
of enactment. A discussion of these bills and actions taken by com
mittees of the Congress will be found on pages 249-257 of this report. 

CREATION OF AN ACCOUNTANT GENERAL 

The original bill, S. 2054 of the 81st Congress, contained a provision 
to carry out recommendation No. 10 of the Hoover Commission for 
the creation of an Accountant General under the Secretary of the 
Treasury, with authority to prescribe general accounting methods and 
enforce accounting procedures. 

This provision was opposed by a majority of those who testified 
before the committees of both Houses. I t was strongly opposed by 
the three top financial officers of the Government, the Comptroller 
General, the Secretary of the Treasury, and the Director of the Bureau 
of the Budget. I n testifying before the Senate Committee on Gov
ernment Operations on S. 2064 the Comptroller General stated tha t : 

The establishment of an Accounting Service in the Treasury 
Department with authority to prescribe by regulation the 
general accounting methods, practices, and procedures to be 
followed by all agencies in the executive branch of the Gov
emment, as well as the authority to supervise operations 
thereunder, would transfer to the executive branch a vital 
and very substantial part of the accounting functions that the 
General Accounting Office now exercises. There should be 

" Congressional Record, Aug. 9,1960, p. 12044. 
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no misunderstanding about that. Nor should the seemingly 
innocuous language in the bill be permitted to hide the fact 
that this is but a reflection of the series of attempts through 
the years to shift control over the financial operations of the 
Government from the Congress to the executive branch.^ 

The Secretary of the Treasury in a letter dated August 2, 1949, to 
the chairman of the Senate Committee on Government Operations 
stated in part as follows: 

Recommendation No. 10 contains a proposal for the estab
lishment of a new position in the Treasury known as an Ac
countant General, with authority to prescribe accounting 
procedures in the various departmente and establishmente, 
subject, however, to approval of the Comptroller General of 
the United States. I t is not believed that such divided au
thority would be in the public interest. The lines of au
thority with respect to accounting and auditing in the Fed
eral Government are of highly controversial character. The 
experience of the Treasury indicates that the most fruitful 
results can be achieved only through cooperation by the vari
ous agencies interested in and concemed with account
ing. * * * 

* * * the Comptroller General, the Secretaiy of the Treas
ury, and the Budget Director have agreed on the following 
basic principles as the foundation upon which future ac
counting developments will rest: 

1. The maintenance of accounting systems and the pro
ducing of financial reporte are and must continue to be func
tions of the executive branch. 

2. There must be an audit independent of the executive 
branch which will give appropriate recognition to necessary 
features of internal audit and control. Properly designed 
accounting systems are a vital factor to the effectiveness of 
such independent audit. 

3. Full opportunity is to be afforded to the executive 
branch for participation in the development of accounting 
systems as an essential to toeeting the needs and responsibUi-
ties of both the legislative and executive branches in the es
tablishment of accounting and reporting requirements. 

Again on October 4, 1949, the Secretary of the Treasury in a 
letter to the chairman commenting on S. 2054, stated: 

Section 20 would authorize the Secretaiy of the Treasury 
to create a new service in the Treasury Department to be 
known as the Accounting Service, with an Accountant Gen
eral at its head. The Treasury Department does not believe 
there is any need for creating a new position in the Treasury 
to be known as the Accountant General for the reason that 
a statutoiy organization already exists to perform the ac
counting services for the Treasury. * * * 

The Director of the Bureau of the Budget in letter dated June 19, 
1950, commenting on S. 2054, stated that he was in disagreement with 

• Hearings on 6. 2064. S l s t Cong., Feb. 27, 1960, p. 66. 
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many of the provisions of part I I of the bill dealing with accounting, 
one of which provided for the creation of an Accounting Service in 
the Department of the Treasury, headed by an Accountant General, 
and recommended as follows: 

The Bureau recommends that this part of the bill be de
leted. The Bureau has testified that it believes the joint 
accounting program, in which the General Accounting Office, 
the Treasury, and the Bureau of the Budget are now coop
erating, offers the most promising and most practical way 
to achieve the objective of better accounting in the Federal 
Government, and that general legislation of this nature is 
not necessary at the present time. It is anticipated that pro
posals for specific accounting legislation will be developed 
under the joint accounting program and presented to the 
Congress for is consideration from time to time. 

During debate on the bill. Senator McClellan, chairman of the com
mittee, informed the Senate that: 

On this point, the House of Representatives is in com
plete accord with the action taken by the Senate Committee 
on Expenditures in the Executive Departmente. No single 
voice was raised in that body in behalf of taking this au
thority away from the Comptroller General. Representa
tive Clarence Brown^ of Ohio, a former member of the 
Hoover Commission, in commenting on this proposal stated 
that: "This is in line, in general, with that exception, with 
all the Hoover Commission recommendations. So far as I 
know, and I do not want to speak out of turn for every other 
member of the Commission, but those members on the Com
mission with whom I have discussed this matter are in favor 
of this legislation." That point of view coincides with the 
action taken by the Committee on Expenditures in reporting 
S. 3850 to the Senate and, I believe, accords with the views 
of practically every Member of this body.* 

The Senate and House Committees on Government Operations were 
unanimous in their action in rejecting the Commission's recommenda
tions for an Accountant General in the Treasury Department. On 
this issue the Senate committee stated in ite report: 

Under a policy established and steadfastly adhered to by 
the Congress, the ComptroUer General of the United States, 
as an agent of the Congress, has been vested with authority 
to prescribe accounting requiremente for each of the executive 
agencies as an essential to legislative control of appropria
tions and expenditures in the executive branch. The commit
tee feels that this long-established policy of Congress is an 
essential legislative control over public financial transactions, 
and must be held inviolate. It has, therefore, rejected this 
proposal of the Hoover Commission. The bill does fill in 
certain gaps in the Comptroller General's authority, however, 
and he will be enabled to exercise all his authority on the same 
high level of principles, standards, and related requirements, 

' Congressional Record of Aug. 9, lOSO, p. 12043. 
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consistent with the assumption by the agencies of their re
sponsibility to develop their own detailed systems and 
procedures. 

The biU vests in the Secretary of the Treasury authority 
for central financial reporting and such central accounting as 
is necessary in that coimection, and in the heads of all depart
ments and agencies authority to establish accounting systems 
best suited to their own needs within the framework of the 
principles and standards prescribed by GAO. 

The Commission on Organization of the Executive 
Branch, in its concluding report stalted that: 

"As a matter of principle, the Commission has not been 
concemed Avith matters of substantive policy. In practice 
however, it has often been extremely difficult to separate 
policy from administration, although a conscientious effort 
has been made to do so." 

In the opinion of this committee, not only is the question 
of appointing an Accountant General to supersede the rep
resentative of Congress—the Comptroller General—a sub
stantive policy matter, but the committee further believes 
that this proposal also concerns primarily the legislative 
branch of the Government rather than the executive branch, 
over which the Hoover Commission had no jurisdiction in 
conducting its survey for reorganization in the Federal 
Govermnent.' 

Identical language was used by the House committee in its report. 
House Report No. 2556, expressing their rejection of this recom
mendation by the Commission on Organization of the Executive 
Branch of the Government. 

= S. Rept. 2031, 81st Cong., p. 4. 



PART IV. BUDGET AND ACCOUNTING LEGISLATION, 
80TH THROUGH 86TH CONGRESSES 

MAJQR ENACTMENTS 

The following legislative action covers major improvemente in 
the financial management of the Federal Govemment beginning in the 
80th Congress, through the 86th, including the legislative history and 
major provisions of the acts outlined. 

FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT OF 1949, As 

AMENDED ^ 

(PUBLIC LAW 81-152; 63 STAT. 377) 

LEGISLATIVE HISTORY 

The chairman of the Senate Committee on Government Operations, 
during the 80th Congress, introduced a billj S. 2764, to reorganize and 
simplify the procurement, utilization, and disposal of surplus property, 
entitled ' 'The Federal Property Act of 1948." 

The bill proposed to bring within the existing permanent Federal 
Works Agency the functions of the three major executive units 
operating in the field of property management, including the basic 
components of procurement, utilization, and disposal of surpluses— 
the Public Buildings Administration, the Bureau of Federal Supply, 
and the War Assets Administration—with authority in the Adminis
trator to reorganize, regroup, and consolidate related functions. The 
proposed legislation, while fixing management responsibility, pro
vided machinery flexible enough to cope with the needs for specialized 
services. Among these were procurement of special requirements by 
the National Military Establishment and the purchase and disposal 
of farm products under programs conducted by the Department of 
Agriculture for purposes of price support or stabilization, which were 
specifically exempted. 

The purpose of the bill was to consolidate procurement and bring 
about better utilization of serviceable articles of the same type re
quired by various agencies of the Government, under an efficient, busi
nesslike system of property management. 

Inasmuch as the bill was introduced late in the 2d session of the 80th 
Congress, and it was known that the Commission on Organization of 
the Executive Branch of the Government (first Hoover Commission), 
which was created upon recommendation of the Senate Committee on 
Government Operations, would make exhaustive studies into the func
tions and activities covered by the bills, action was deferred until the 
Commission had an opportunity to consider and recommend reorgani
zation of these functions. 

? See committee print dated Dee. 1, 1958, for provisions of act as amended to that date, 
with analysis and index. 
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The Hoover Commission in its report on the Office of General Serv
ices (Rept. No. 3, 1949) followed very closely the proposals made in 
the committee bill considered in the 80th Congress. The report in
cluded 22 recommendations, most of which were based on the commit
tee hearings, with certain additional provisions for the extension of 
the functions of the proposed General Services Administration 
into general service areas of the Federal Government. The report 
pointed up the need for consolidation of four major internal activities 
of the Federal Government, which the Commission found to be lacking 
in centralized direction; supplyj property management, records man
agement, and operation and maintenance of public buildings. 

The Commission report was accompanied by a task force report on 
records management and a study of the Federal supply system. The 
report on records management dealt with the scope of the task force 
survey, with an analysis and explanation of the Federal supply sys
tem, and specific discussions of procurement, storage and issue, traffic 
management. Federal specifications, inspection, property identincation 
and utilization, and an outline of recommended legislation. 

Following submission of the Commission report, the chairman in
troduced S. 991, prepared by attorneys for the Hoover Commission, 
on Februaiy 17, 1949. The bill was drafted with the objective of im
plementing the recommendations of the Commission in ite report on 
Office of General Services (supply activities). At the same time an 
administration bill (S. 990) prepared by representatives of the Fed
eral Works Agency, the Bureau of the Budget, the Bureau of Federal 
Supply, the General Accounting Office, and other affected agencies 
was submitted by the committee and was introduced by the chairman 
as a result of the activities of the Senate Committee on Government 
Operations in the 80th Congress. 

S. 990 provided for a complete reorganization and simplification of 
the procurement, utilization, and disposal of Government property, 
and was designed to incorporate all general housekeeping functions 
performed by the various agencies of the executive branch under cen
tralized control. 

Provisions of S. 990, S. 991, and two other bills previously intro
duced by the chairman, S. 597, providing for the more economical op
eration of the general supply fund of the Bureau of Federal Supply, 
and S. 859, authorizing the Federal agencies to donate surplus prop
erty for educational purposes and extending the public-benefit allow
ances under the Surplus Property Act, were, after careful considera
tion by the committee, incorporated in a new committee bill, S. 1809. 

S. 1809 was reported favorably by the committee on May 9,1949 (S. 
Rept. 338, 81st Cong'.). After further study and review of the pro
posed legislation, and as a result of consultations with representatives 
of the Hoover Commission and the executive branch of the Govern
ment, S. 1809 was further amended and reported favorably in the 
form of a revised committee bill, S. 2020, on June 8, 1949 (S. Rept. 
475, 71st Cong.). The House committee adopted the essential details 
of Senate bill S. 1809, following which H.R. 4764 was passed by the 
House, after including some additional provisions of S. 2020. 

The Senate, after substituting the language of S. 2020 which con
tained amendmente designed to further implement administrative 
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authority and procedures, approved H.R. 4764. The bill was signed 
by the President on June 30,1949, as the Federal Property and Admin
istrative Services Act of 1949 (Public Law 81-162). 

SUMMARY PROVISIONS OF THE ACT 

The Federal Property and Administrative Services Act of 1949 
created the General Services Administration under which all Federal 
housekeeping functions were consolidated in a single agency. The 
Federal Works Agency and the War Assete Administration were 
abolished and their functions, along with those of the National Ar
chives and the Bureau of Federal Supply and Office of Contract Settle
ment, formerly in the Department of the Treasury, were transferred to 
the General Services Administration on July 1,1949. 

Authority was granted to the General Services Administration to 
supervise Federal procurement activities, to improve property and 
records management policies, and to formulate transportation and 
traffic management methods and procedures in the interest of economy 
of operation in these fields. 

The act provided that the Comptroller General, after considering 
the needs and requirements of the executive agencies, shall prescribe 
principles and standards of accoimting for property, cooperate with 
the Administrator of General Services and with the executive agen
cies in the development of property accounting systems, and approve 
such systems when deemed to be adequate and in conformity with pre
scribed principles and standards. The act requires examination by the 
General Accounting Office of established property accounting systems 
to determine the extent of compliance with prescribed principles and 
standards and approved systems, and for submission of reporte to the 
Congress by the Comptroller General of failure to comply with such 
principles and standards or to adequately account for property. 

The revolving funds autliorized in the act, as amended, are the Gen
eral Supply Fund, for GSA stores operations covering supply ware
houses, interagency motor pools, and related activities, and the Build
ings Management Fund, which provides the initial financing for the 
management, repair, and maintenance of Federal buildings and re
lated services. 

Section 502 of the original act (section 602 of the amended act) 
repealed all or portions of 31 statutes and parts of Executive Order 
6166 of June 10, 1933, relating to the Bureau of Federal Supply. 

FEDERAL RECORDS ACT OF 1950 

In 1948, the Hoover Commission task force on records management, 
in studying and surveying the records management problem of the 
entire Government, made in substance the following recommendations: 
(1) The creation of a central staff and service agency with responsi
bility for leadership in the field of records inanagement; (2) the en
actment of a new Federal record management law to provide for the 
more successful preservation, management, and disposal of Govern
ment records; and (3) the establishment of an adequate records man
agement program in each department and agency. 

65686—<6i « 
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The enactment of the Federal Property and Administrative Serv
ices Act of 1949, among other things, transferred the National Ar
chives establishment to the General Services Administration and fur
ther authorized the Administrator to survey and report to Congress 
as to what action was necessary to improve records management activ
ities. Following completion of this survey. Senator McClellan intro
duced S. 3781 to amend the Federal Property and Administrative 
Services Act, to extend the original act and to further implement 
recommendations of the Hoover Commission. 

After S. 3781 had been filed, and following conferences with repre
sentatives of the General Services Administration and other affected 
agencies, a revised bill was introduced. The revised bill (S. 3959) was 
reported favorably by the Senate Committee on Govemment Opera
tions on July 24,1950j as a committee bill. (S. Rept. 2140, 81st Cong.) 

The House Committee on Government Operations adopted the 
language of S. 3959 through the introduction of H.R. 9129, which was 
reported in the House on July 26, 1960 (H. Rept. 2747, Slst Cong.). 
The Senate approved S. 3959 on July 26, and it was passed, with 
amendments, by the House of Representatives on August 7, 1950, in 
lieu of H.R. 9129, and sent to conference. The conference report was 
filed on August 26 (H. Rept. 3001, Slst Cong.), and S. 3969, as 
amended, was approved on September 5, 1950, as Public Law 81-754. 

The act expanded the Administrator's existing authority in the field 
of record management and authorized him to establish and operate 
records centers. It also required the head of each Federal agency to 
establish and maintain an active, continuing program for the eco
nomical and efficient management of the agency's records and to cause 
to be made and kept adequate records of the functions and transac
tions of the agency—an injunction that heretofore, except in specific 
cases, had been lacking in the Federal statutes. In addition, the act 
extended the authority of the Administrator of General Services with 
respect to the use of the general supply fund, eliminated surcharges, 
authorized the donation of surplus personal property to hospitals and 
medical institutions, clarified and extended the authority of the Ad
ministrator of General Services over the custody and control of public 
buildings and other areas, and provided for uniform identification of 
motor vehicles in use throughout the Government service. 

Public Law 81-754 and the original act, fully implemented all_ the 
major phases of the Hoover Commission's report on General Services, 
with the exception of proposed transfers relating to various functions 
at the seat of government which were subject to implementation 
through reorganization plans. 

REPEAL OF O B S O L E T E PROPERTY AND FEDERAL RECORDS LAWS 

Under authority of Public Law 81-152, the Administrator of Gen
eral Services was required to recommend statutory changes to remove 
provisions of laws which were in conflict with the Federal Property 
and Administrative Services Act of 1949, as amended. 

During the 82d Congress, S. 1952 was reported favorably by the 
Senate Committee on Government Operations (S. Rept. 797), passed 
the Senate and House of Representatives with amendmente and ap
proved as Public Law 82-247. This bill, introduced by Senator 
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McCleUan, was drafted by the General Services Administration at the 
request of the committee, to repeal laws which had become obsolete or 
inoperative, or were in conflict with legislation relating to the acqui
sition and disposition of public property. Public Law 82-247 re
pealed, modified, amended, or changed sections or parts of laws, some 
of which had been on the statute books since 1882. 

The Committee on Govemment Operations also reported S. 1967 in 
the 82d Congress (S. Rept. 786) to repeal or amend laws which were 
superseded by the Federal Property and Administrative Services Act 
of 1949, as amended by Public Law 81-754. S. 1967 passed the Sen
ate and House of Representatives and was approved by the President, 
on October 25, 1951, as Public Law 82-209. This act, and Public 
Law 82-247, outlined above, resulted in the repeal or amendment of 
234 specific provisions of law. 

AMENDMENTS TO THE ACT 

In addition to Public Law 81-754, discussed above, during the inter
vening 11 years, upon recommendations of this committee, numerous 
amendments have been made to the Federal Property and Adminis
trative Services Act of 1949. In 1958, the General Services Admin
istration prepared a revised compilation of the Federal Property and 
Administrative Services Act of 1949, as amended to December 1,1958, 
together with analytical notes. The last previous compilation had 
been made in 1956, since which time 12 additional amendments had 
been made to the act. Because the act affects the operation of prac
tically every Government department "and agency, the compilation, 
along with the analytical comments, was published by the Senate Com
mittee on Government Operations as a committee print in the second 
session of the 85th Congress, entitled "Federal Property and Admin
istrative Services Act of 1949, as Amended, With Analysis and Index." 

IMPROVEMENTS UNDER THE ACT 

A detailed analysis of the provisions of the act relating to budget
ing and accounting and a summary of results accomplished under each 
provision, as submitted by General Services Administration, in re
sponse to a request of the committee on October 6,1959, are found on 
pages 157-167 of this report. In addition, the General Services Ad
ministration reported on progress made in improving financial opera
tions during the first 10 years of its operations and its future plans 
for improvements in this field. 
_ The General Services Administration further reported that substan

tial financial management improvements have been made under Public 
Law 81-152 and other acte throughout the agency and, as a result of 
constant improvements and simplification of procedures, financial per
sonnel has decreased from a high of 1,440 in 1962 to 1,273 as of June 
30,1969. 
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TITLE IV—NATIONAL SECURITY A C T AMENDMENTS OF 1949 

(PUBLIC LAW 81-216; 83 STAT. 578)" 

HOOVER COMMISSION RECOMMENDATIONS 

Title I V of the National Security Act Amendments of 1949 was the 
outgrowth of recommendations of the Commission on Organization of 
the Executive Branch of the Government submitted to the Congress on 
February 28, 1949, and the report of its task force which focused at
tention upon the need for the improvement in the fiscal structure and 
the fiscal management of the National Military Establishm'ent. 

The Hoover Commission's report (No. 8) on the national security 
organization contained six basic recommendations, designed to bring 
about unification and strengthen civilian control of the National Mili
tary Establishment. The recommendations covered organization, 
policy, budgeting, accounting, personnel (both military and civilian), 
and integration of national defense. 

The report stated that there was a serious lack of close working re
lationship within the National Military Establishment, and as a result 
of this condition, disharmony, lack of uniform planning, waste, and 
extravagance were prevalent throughout the organization. 

On the matter of budgeting and accounting the Commission recom
mended that complete fiscal authority be vested in the Secretary of 
Defense, that the entire military budget system be overhauled, that a 
performance budget be adopted, and that complete, accurate, and cur
rent inventories be maintainecj. 

In urging enactment of budgetary reforms before the Senate Armed 
Services Committee at hearings on S. 1269, on April 11,1949, former 
President Herbert Hoover quoted the following section of the Com
mission's report: 

The Committee (Commission) feels that it is justified in 
saying that our military budget system has broken down. 
The budgetaiy and appropriation structures of the Army 
and Navy are antiquated. They represent an accumulation 
of categories arrived at on an empirical and historical basis. 
They do not permit ready comparisons, they impede admin
istration, and interfere with the efficiency of the Military 
Establishment. Congress allocates billions without accurate 
knowledge as to why they are necessary and what they are 
being used for. 

LEGISLATIVE HISTORY 

A bill, S. 1269, was introduced in the Senate on March 16, 1949, 
with the objective of implementing recommendations of the President, 
that the National Security Act of 1947 be amended to develop further 
unification of the Armed Forces. After extended hearings and dis
cussion before the Senate Armed Services Committee, it developed 
that some of the most important recommendations of the Hoover Com
mission, i.e., to vest complete fiscal authority in the Secretary of De
fense, overhaul the entire military budget system, and adopt a per
formance budget, were not included in the bill. As a result, S. 1269 

' See app. D, p. 331, for text of the act, as amended. 
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was redrafted and introduced as a committee bill (S. 1843), in which 
title IV was inserted to establish uniform budgetary and fiscal proce
dures and performance budgeting as recommended by the Commis
sion. S. 1843 was favorably reported by the committee on May 12, 
1949 (S. Rept. 366, Slst Cong.), and passed the Senate with minor 
amendments on May 26, 1949, following which it was referred to the 
House Committee on Armed Services. 

A companion bill (H.R. 6632), introduced in the House containing 
only title IV relating to fiscal management, was reported favorably by 
the House Committee on Armed Services on July 14, 1949 (H. Rept. 
1064, Slst Cong.), and approved by the House of Representatives on 
July 18, 1949. This bill, as approved by the House, made no provi
sion for converting the National Military Establishment into a De
partment of Defense, or for centralizing responsibility and authority 
in the Secretary. 

The Senate, in considering the House bill, included the provisions 
of S. 1843 as it originally passed the Senate. Conferees appointed 
by the House and Senate agreed on the Senate version, and the bill 
was signed by the President on August 10,1949, as Public Law 81-216. 

In an effort to expedite action on Defense reorganization legislation 
then pending in the House, President Truman submitted Reorganiza
tion Plan No. 8 of 1949, dealing with the National Defense Establish
ment, to the Congress on July 18, 1949 (H. Doc. 262, Slst Cong). 
Since many of the provisions of this plan were already incorporated 
in S. 1843, the conferees inserted the following provision in the pend
ing bill. 

Reorganization Plan No. 8 of 1949, which was transmitted 
to the Congress by the President on July 18,1949, pursuant to 
the provisions of the Reorganization Act of 1949, shall not 
take effect, notwithstanding the provisions of section 6 of 
such Reorganization Act of 1949.'' 

This action was designed to relieve the Congress of the necessity 
of passing a resolution of disapproval of Reorganization Plan No. 8, 
since its objective had, been effectuated by affirmative legislative action. 

PROVISIONS OF TITLE IV 

Title IV was added as a new title to the National Security Act of 
1947 by Public Law 81-216. This title provided for a reorganization 
of fiscal management in the Department of Defense to promote effi
ciency and economy. I t made possible an overall fiscal structure 
whicli encourages the common use of facilities by the three military 
services—^Army, Navy, and Air Force—and the application of a sound 
management approach in all program areas. More specifically, title 

1. Provided for the establishment of a Comptroller for the 
Office of the Secretary of Defense and a Comptroller in each of 
the three mUitary Departments, in order that there may be an 
organized effort to carry out these objectives. 

'This act required disapproval of a plan by either House of Congress within 60 days, 
«if ter submission. 
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2. Directed that a performance-type budget be adopted by the 
Department of Defense with a segregation of operating and 
capital programs. 

3. Provided for the establishment of uniform terminologies, 
classifications, reporting systems, accounting and internal audit 
projects, and common use of disbursing facilities. 

4. Authorized the establishment of working-capital funds for 
the organization of inventories for the three military depart
ments into stock funds, and for the operation of industrial- and 
commercial-type activities and integral working units. 

6. Authorized the establishment of departmental management 
funds to facilitate the carrying out of joint and special operations. 

6. Provided for reports of property on a quantitative and mone
tary basis. 

Following passage of Public Law 81-216, the then Secretary of 
Defense, Louis A. Johnson, stated that it— 

not only reflects the recommendations of the [Hoover] Com
mission concerning the National Military Establishment, but 
it also makes applicable to the National Military Establish
ment many of the Commission's broad budgeting and account
ing recommendations, 

REVIEW OF TITLE IV OPERATIONS 

A number of reviews and analyses of implementation of title I V 
have been made in the past by congressional committees and others. 
During the 83d Congress, the Senate Preparedness Investigation Sub
committee of the Committee on Armed Services held hearings on 
November 2, 3, and 4, 1953, with the objective of determining how 
well title I V was being implemented. Following the hearings, the 
committee issued a report in the form of a committee print containing 
an analysis and findings relatives to each provision of title IV. The 
chairman of the Preparedness Subcommittee, in a letter dated Jan
uary 15, 1954, transmitting the report to the chairman of the Armed 
Services Committee, indicated that, although progress had been made 
in the matter of fiscal, budgetary, and accounting practices in the De
partment of Defense since the enactment of title IV, this section of 
the act had not been completely implemented. Again, in 1957, the 
subcommittee mado a second review of implementation of title IV, by 
having the Department of Defense and the three military departments 
submit individual answers to some 116 questions covering all aspects 
of title IV. No public report was issued by the subcommittee on this 
review. 

The investigation staff of the House Committee on Appropriations 
made a review of the use of stock funds in the Department of the 
Navy in 1958. Similar reviews of the use of stock funds in the De
partment of the Army and the Department of the Air Force were 
made in 1959. No public reporte were issued by the committee on 
these reviews. 

The Senate Preparedness Investigation Subcommittee of the Com
mittee on Armed Services also issued a report in the form of a com
mittee print in the 86th Congress, dated May 2, 1960, covering opera
tions of stock funds in the military departments under title IV. In 
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addition, the subcommittee is currently conducting a review of the 
comptroller's organization in the Department of Defense and in the 
three military departments. 

CURRENT IMPROVEMENTS UNDER TITLE IV 

To determine the present status of improvements under title IV, 
for inclusion in this report, the Committee on Government Opera
tions requested the Department of Defense, on October 6, 1959, to 
furnish a summary of the results accomplished to date under each 
provision of the title. The information submitted by the Department 
is found on pages 167-178 of this report. 

POST OFFICE DEPARTMENT FINANCIAL CONTROL ACT OF 1950 

(PUBLIC LAW 81-712; 64 STAT. 460)* 

The enactment of the Post Office Department Financial Control 
Act of 1950 was the result of several months of study and discussion 
between the Senate and House Committees on Post Office and Civil 
Service, staff members of these committees, representatives of the 
Post Office Department, the Bureau of the Budget, the Treasury 
Department, and the General Accounting Office. The act provided a 
solid foundation for modernization and improvement of the financial 
activities of the Post Office Department without adversely affecting 
any of the essential controls of the Congress. I t provided the frame
work for a constructive and cooperative development within the Post 
Office Department of a system of accounting, financial reporting, and 
auditing. At the same time it gave full recognition to the Depart
ment's special status as a revenue-producing public-service organi
zation. 

The enactment of this legislation carried out, in general, the objec
tives of the first Hoover Commission report relative to accounting and 
auditing for the Post Office Department. Wliile the recommendation 
of the Commission that the Post Office be incorporated under the 
Government Corporation Control Act of 1945 was not carried out, it 
did supply the needed legislation to bring about accounting reforms 
and to provide flexibility in management, simplification of budgeting, 
accounting, and auditing. 

TRANSFER OF ACCOUNTING FUNCTIONS TO THE POST OFFICE DEPARTMENT 

Prior to the passage of the Post Office Department Financial Con
trol Act of 1950, the General Accounting Office performed the admin
istrative accounting for the Post Office Department. The records 
showed the assets, liabilities, revenues, appropriations, and expendi
tures of the Post Office Department and the postal service. State
ments of the financial condition of the Department were prepared 
quarterly from these records and published in the annual report of 
the Postmaster General. The handling of the administrative account
ing and reporting of the Post Office Department by the General Ac
counting Office Was the result of laws enacted many years ago. 

* Public Law 81^712 was codified and enacted as part of titie 39, U.S.C, by Public 
Law 86-682, approved Sept. 2, 1960. (See app. B.) 
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The 1950 act transferred to the Post Office Department all admin
istrative accounting and reporting functions, including personnel and 
records, which were performed for the Department by the General 
Accounting Office pursuant to law, and placed the Department in a 
position of keeping its own accounts in a manner comparable to all 
other Government agencies. 

IMPROVED ACCOUNTING SYSTEM 

The act provided for an up-to-date system of accounting to be de
veloped by the Postmaster General under principles and standards 
prescribed by and with the cooperation and subject to the approval of 
the Comptroller General. I t further provided for the establishment 
of a system of internal control as determined by the Postmaster Gen
eral to be best suited to the needs of the Department, as follows: 

(b) The Postmaster General shaU establish and maintain 
adequate and efficient systems of accounting and of internal 
control which shall provide for: 

(1) adequate accounting and internal control over and 
accountability for all funds, property, and other assets 
for which the Department is responsible including appro
priate provisions for intemal audit; 

(2) assembling of financial information needed for 
management purposes; 

(3) full disclosure of the financial results of the opera
tions of the Department. 

Such accounting system shall conform to accounting prin
ciples and standards prescribed by the Comptroller General 
of the United States. 

(c) The Comptroller General shall cooperate with the Post-
paster General in the establishment of the accounting system 
provided for under subsection (b) and shall approve such 
system when he deems it to be in conformity with the account
ing principles and standards prescribed by him under such 
subsection. 

AUDIT B Y T H E G E N E R A L ACCOUNTING OFFICE 

Section 5 of the Post Office Department Financial Control Act of 
1960 provided for the audit and settlement of the accounts of the De
partment and of its accountable officers by the General Accounting 
Office. The accounts of accountable officers, contracts, vouchers, and 
other documents, which were required under previous laws to be sent 
to the General Accounting Office, are retained in the Department, and 
the audit is conducted at the place where the accounts are normally 
kept. The Comptroller General is directed to give due regard to the 
adequacy of the accounting system and internal controls mamtained by 
the Department, as well as to generally accepted principles of auditing 
in the determination of the extent of the audit. This section enables 
the General Accounting Office to conduct a much more comprehensive 
examination of the Department's financial transactions utilizing 
modem audit techniques. 
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OTHER PROVISIONS 

Other provisions of the 1950 act established a revolving fund for the 
Post Office Department; authorized the Postmaster General to collect 
debts due the Department; removed certain restrictions with regard 
to leases of real property; and repealed certain laws relating to finan
cial control of the Post Office Department which were made obsolete 
by the 1950 act. 

FINANCIAL IMPROVEMENTS OF THE POST OFFICE DEPARTMENT 

Under date of October 6,1959, the Postmaster General was requested 
to furnish the committee with a comprehensive report of the improve
ments made to date in accounting, auditing, and budgeting under the 
Post Office and Financial Control Act of 1950, the Budget and Ac-
countingProcedures Act of 1960, and other financial legislation affect
ing the Department as well as those accomplished by administrative 
action. The information submitted by the Department is found on 
pages 178-193 of this report. 

BUDGET AND ACCOUNTING PROCEDURES A C T OF 1950 

(PUBLIC LAW 81-784; 64 STAT. 832) = 

LEGISLATIVE HISTORY 

An original Hoover Conimission bill, S. 2054, drafted by counsel for 
the Conunission to conform to recommendations in its report on 
"Budgeting and Accounting," was introduced in the Senate June 13, 
1949, by Senator McCarthy, of Wisconsin, and referred to the Senate 
Committee on Expenditures in the Executive Departments. Com
panion bills, H.R. 5178 and H.R. 5823, were introduced in the House 
on June 15 and August 1,1949. 

Hearings were held on S. 2054 from February 27 through March 7, 
1950, at which time an opportunity was afforded qualified wit
nesses to present their views and suggestions relative to desirable 
amendments to overcome objections to certain of its provisions. I t 
was the consensus of most witnesses that S. 2054 was unsatisfactory, 
and that extensive amendments would be necessary before the bill 
would be acceptable to the administration or to the Congress. 

Following the hearings on S. 2064, the staff of the Senate Com
mittee on Expenditures in the Executive Departments, in collabora
tion with representatives of the General Accounting Office, the Bureau 
of the Budget, and the Department of the Treasury devoted a year 
to perfecting language which was incorporated in committee prints 
dated June 21 and 27, 1950, and introduced as a committee bill, S. 
3850, on June 29, by Senator McClellan, chairman of the committee. 

Furthei^ cominittee consideration was given to the revised bill 
S. 3860, in executive session on July 10, at which time it was 
reported favorably by unanimous vote of the committee. The report 
Avas filed in the Senate on July 12, 1950 (S. Rept. 2031, Slst Cong.). 

" See app. A, pp. 275-295, for full text of the Budget and Accounting Act 1921, as 
amended and extended by the Budget and Accounting Procedures Act of 1950 and other 
enactments, through the 86th Cong. 
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The House Committee on Expenditures in the Executive Depart
ments took no action on the original bills until S. 3850 was introduced 
in the Senate, after which an identical bill (H.R. 9038) was intro
duced in the House on July 5,1950, or 6 days after S. 3850 was filed. 
Hearings were held on the House bill on July 11, the day following 
Senate committee action reporting favorably S. 3850. The House 
committee, after deleting three sections of the bill (sees. 103, 201, 
and 203) reported H.R. 9038 on July 13, 1950. The House report 
(H. Rept. 2556, Slst Cong.), except for the deletion of analyses as 
to these sections, followed the Senate report in practically identical 
language. The House committee stated in its report that— 

H.R. 9038 and a companion bill, S. 3850, provide the complete 
framework for bringing the budgeting, accounting, and audit
ing procedures of the Government up to date. 

The House passed H.R. 9038 with amendmente, suggested by Mem
bers of the House Committee on Appropriations.® The Senate, after 
amending S. 3850, passed H.R. 9038 by substituting the language of 
the Senate bill, as amended. The difference between the House and 
Senate version of H.R. 9038 was resolved in conference (H. Rept. 
3030, Slst Cong.) and the bill was approved by the President as 
Public Law 81-784 on September 12,1950. 

The Budget and Accounting Procedures Act of 1950 was the result 
of more than 3 years' study on the part of the staff of the Senate Com
mittee on Expenditures in the Executive Departments, and repre
sentatives of the General Accounting Office, Treasury Department, 
and the Bureau of the Budget. I n drafting the legislation, the com
mittee also considered and examined carefully the recommendations 
of the first Hoover Commission in its report on budgeting and account
ing. The Comptroller General, the Director of the Bureau of the 
Budget, and the Secretary of the Treasury appeared before the com
mittee in support of the proposed legislation. The President, when 
he signed the bill, stated that "this is the most important legislation 
enacted by the Congress in the budget and accounting field since the 
Budget and Accounting Act, 1921, was passed almost 30 years ago." 

PROVISIONS OF THE ACT 

The Budget and Accounting Procedures Act of 1950 was in essence 
three acts in one. I t encompassed new and improved features in the 
field of budgeting, accountingj and auditing. The act is divided into 
three titles. Title I deals with budgeting and accounting, title I I 
with appropriations, and title I I I with repeals and savings provisions. 

Title I on budgeting and accounting includes two parts. Pa r t I, 
on budgeting, clarifies and supplemente the Budget and Accounting 
Act of 1921 to authorize the preparation of a performance budget 
with financial information in terms of functions and activities of the 
Government. Increased emphasis is placed upon the development by 
the President, through the Bureau of the Budget, of plans for the 
organization, coordination, and management of the executive branch 
with a view to providing efficient and economical services, and im-

' Congressional Record, July 26, 1950, p. 11160. 
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provements in the gathering, compiling, analysis, and publication of 
statistical information by the executive branch. 

Part I I of title I comprises a complete Accounting and Auditing 
Act. It sete forth the policy of Congress and embodies the princi
ples and objectives of the joint accounting program which had been 
carried on since 1947 at the instigation of this committee by the Comp
troller General of the United States, the Secretary of the Treasury, 
and the Director of the Bureau of the Budget to improve the Gov
ernment's accounting, financial reporting, and auditing. The pro
visions of this part spell out clear-cut responsibilities and duties of 
the Comptroller General, the Secretary of the Treasury, and the head 
of each executive agency, while at the same time providing for the 
exercise of these duties and responsibilities in proper relationship and 
cooperation toward the common goal of making accounting, financial 
reporting, budgeting, and auditing of the greatest value. 

The auditing of the Federal Government's financial transactions 
was continued under the Comptroller General of the United States 
as an agent of the Congress. Provisions were made for a more com
prehensive and selective type of audit, to be developed in line with 
improved agency accounting systems, internal controls, and related 
administrative practices. Whenever possible, audite were to be con
ducted at the site where the agency normally Iceeps its financial 
records. 

Title II , relating to appropriation control, gave agency heads more 
authority with respect to submission of proposed legislation dealing 
with appropriations and provided that funds may be transferred 
within departmente in case of a reorganization if such funds are used 
for the purpose for which appropriated. 

Title I I I repealed 106 acts or parts of acts which were obsolete or 
became obsolete when the act was passed. 

A summary and analysis of the various sections of the act foUows: 
(1) Appropriations were defined as— 

funds and authorizations to create obligations by contract 
in advance of appropriations, or any other authority making 
funds available for obligation or expenditure. 

(2) Provided that the President shall transmit to Congress dur
ing the first 15 days of each regular session of Congress the budget, 
which shall set forth his budget message, summary data and text, 
and supporting detail. Prior to this amendment, the budget was 
required to be submitted to Congress on the first day of each session 
of Congress, which conflicted with the state of the Union message. 

This section provided that the budget be presented on a perform
ance basis, under which primary emphasis is placed on functions and 
activities, and justifications are based to the maximum extent possible 
on workload and unit-cost data. The President was given authority 
to determine the form and detail to be set forth in the budget. This 
section required, however, that certain specific information be in
cluded, as follows: 

(a) functions and activities of the Government; 
(b) any other desirable classifications of data; 
(c) a reconciliation of the summary data on expenditures 

with proposed appropriations; 
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(d) estimated expenditures and proposed appropriations 
necessary in his judgment for the support of the Government 
for the ensuing fiscal year, except that estimated expenditures 
and proposed appropriations for such year for the legislative 
branch of the Govemment and the Supreme Court of the 
United States shall be transmitted to the President on or 
before October 15 of each year, and shall be included by him 
in the Budget without revision; 

(e) estimated receipte of the Government during the en
suing fiscal year, under (1) laws existing at the time the 
budget is transmitted and also (2) under the revenue pro
posals if any, conteined in the budget; 

(f) actual appropriations, expenditures, and receipts of 
the Government during the last completed fiscal year; 

(g) estimated expenditures and receipts, and actual or pro
posed appropriations of the Government during the fiscal 
year in progress; 

(h) balanced statements of (1) the condition of the Treas
ury at the end of the last completed fiscal year, (2) the esti
mated condition of the Treasury at the end of the fiscal year 
in progress, and (3) the estimated condition of the Treasury 
at the end of the ensuing fiscal year if the financial proposals 
contained in the budget are adopted; 

(i) all essential facts regarding the bonded and other in
debtedness of the Govemment; and 

(j) such other financial statements and data as in his opin
ion are necessaiy or desirable in order to make known in all 
practicable detail the financial condition of the Govemment. 

(3) Placed responsibility for the preparation of the departmental 
estimates on the head of the agency; gave the President authority to 
determine the date for submission of departmental requests to the 
Bureau of the Budget and to prescribe the content, order, and ar
rangement of material in the budget, except as specified by law; and 
clarified the language of certein sections of the 1921 act. 

(4) Authorized and directed the President, through the Director 
of the Bureau of the Budget, to develop programs and to issue regu
lations and orders for the improved gathering, compiling, analyzing, 
publishing, and disseminating of statistical information for any pur
pose by the various agencies in the executive branch of the Govem
ment. 

(5) Authorized and directed the President, through the Director of 
the Bureau of the Budget, to evaluate and develop improved plans 
for the organization, coordination, and management of the executive 
branch of the Govemment with a view to efficient and economical 
service. 

(6) Amended the Government Corporation Control Act of 1945 to 
provide for the annual submission of a business-type budget by wholly 
owned Government corporations to the Bureau of the Budget, under 
such rules and regulations as the President may prescribe. 

(7) Set forth a statement of policy, making clear the will of the 
Congress as to the purposes accounting and auditing should serve in 
the Government, and the congressional intent that the needs and 
responsibilities of both the executive and legislative branches be fully 
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considered in the establishment of accounting and reporting systems 
and requirements. 

A summaiy of the policy of Congress set forth follows: 
{a) Accounting objectives of the Govemment are full disclosure of 

results of financiai operations, adequate financial information for 
operating and budgetary purposes, and effective control over receipts, 
expen ditures, funds, property, and other assets. 

{b) Needs and responsibilities of both legislative and executive 
branches should receive fuU consideration in the establishment of ac
counting and reporting systems. 

(c) Maintenance of accounting systems and producing of financial 
reports are the responsibility of the executive branch. 

{d) Auditing by the Comptroller General should be directed to
ward determining the extent to which accounting and financial re
porting fulfill the purposes specified by law, regulation, or other legal 
requirement, maintain adequate internal financial control, and afford 
an effective basis for settlement of accounts of accountable officers. 

(e) Emphasis should be placed on simplified and more effective ac
counting, reporting, budgeting, and auditing procedures and elimina
tion of duplication. 

(/) A continuous program for the improvement of accounting and 
financial reporting should be conducted oy the Comptroller General, 
the Secretary of the Treasury, and the Director of the Bureau of the 
Budget. 

(8) Provided that the responsibility for prescribing principles, 
standards, and related requirements for accounting to be observed by 
the executive agencies shall be imposed on the Comptroller General. 
He was to exercise this responsibility in such a manner as to permit the 
executive agencies to carry out their responsibilities, set out for the 
first time in this act, for establishing and maintaining systems of ac
counting and internal control, and to set up requirements for suitable 
integration between agency accounting processes and Treasury ac
counting. 

The Comptroller General was required to consult with the Secre
tary of the Treasury and the Director of the Bureau of the Budget, 
before prescribing accounting principles and standards, as well as 
to consider the needs of the other executive agencies. He was also re
quired to cooperate with the agencies in the development of their 
accounting systems, and with the Treasury in the development of a 
system of central accounting and reporting. 

The General Accounting Office was to review the accounting systems 
of the executive agencies from time to time and the results of such 
reviews are to be made available to the heads of the executive agencies 
concerned, the Secretary of the Treasuiy, the Director of the Bureau 
of the Budget, and to the Congress. 

(9) Provided that the head of each executive agency should estab
lish and inaintain systems of accounting and internal control in con
formity with the principles, standards, and related requirements pre
scribed by the Comptroller General. 

The systems of accounting and internal control should be designed 
to provide full disclosure of the financial resulte of the agency's activi
ties ; adequate financial information needed for management purposes; 
effective control over and accountability for aU funds, property, and 
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other assete for which the agency is responsible, including provision 
for internal audit; reliable accounting results to serve as the basis for 
the preparation and support of the agency's budget, and for providing 
financial information required by the Bureau of the Budget under 
section 213 of the Budget and Accounting Act, 1921; and suitable 
integration of agency accounting with the central accounting and re
porting of the Treasury Department. 

(10) Provided that the Secretary of the Treasury should prepare 
reports presenting the results of the financial operations of the Govern
ment for the information of the President, the Congress, and the pub
lic. Such reports are to include financial data required by the Direc
tor of the Bureau of the Budget. 

The Secretary was given authority to require, by rules and regula
tions, such reports and information from the executive agencies of the 
Government as are necessary for the compilation of the central reports, 
and to establish the facilities necessary for their production. He may 
reorganize accounting function within his department to this end. 

(11) Authorized the Secretary of the Treasury and the Comptroller 
General to issue joint regulations for the waiver of the requirements 
that warrants be issued and countersigned in connection with the 
receipt and expenditure of public funds when sufficient safeguards 
over control and accounting of public funds have been established. 
Such joint regulations may also be issued to provide for the payment 
of vouchers by means of checks issued against the general account of 
the Treasurer of the United States rather than against advances to 
disbursing officers by individual appropriations. 

(12) Authorized the Comptroller General to discontinue the main
tenance in the General Accounting Office of appropriations, expendi
ture, limitation, receipt, and personal ledger accounts when in his 
opinion the accounting systems and intemal control of the executive, 
legislative, and judicial agencies are sufficient to enable him to perform 
properly the functions to which such accounte relate. 

(13) Provided that the financial transactions of the executive, leg
islative, and judicial agencies shall be audited by the General Account
ing Office in accordance with such principles and procedures as may 
be prescribed by the Comptroller General. In the determination of 
auditing procedures and the extent of examination of vouchers and 
other documents, the Comptroller General was to give due regard to 
generally accepted principles of auditing, including consideration of 
the effectiveness of accounting organizations and systems, internal 
audits and control, and related administrative practices. 

(14) Provided, that, whenever the Comptroller General determines 
that the audit can be conducted at the place where the accounts and 
other records of the agency are normally kept, he may direct such 
agency to retain all documents, instead of submitting them to the 
General Accounting Office as provided by law, under such conditions 
and for such period of time, not to exceed 10 years, as he may specify. 

(15) Authorized the head of each executive, legislative, and judicial 
agency to designate the place at which the administrative examination 
of its fiscal officers' accounts shall be performed and, with the concur
rence of the Comptroller General, to waive such administrative exami
nation in whole or in part. 
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(16) Required the approval of agency heads before submission to 
the Bureau of the Budget, the President, or the Congress, by depart
ments of requeste for legislation authorizing subsequent appropria
tions. I t also authorizes the transfer of balances of appropriations 
incident to reorganizations in the executive department. Funds trans
ferred as a result of reorganizations may not be used for purposes 
other than those for which they are appropriated. 

(17) Repealed 106 provisions of existing laws in whole or in part, 
which were obsolete, or in conflict with the provision of the act. Of 
this total, 89 were either inconsistent with or superseded by the 
Budget and Accounting Act of 1921, or other existing laws; 13 had 
been superseded by or modified by appropriations acts, or could be 
more appropriately provided for on an annual basis in the texts of 
the various appropriation acts rather than in permanent law; 3 re
pealed laws calling for reports having only doubtful value; and 1 
provision repealed existing requirements of law relating to personnel 
ceilings and limitations, which were considered to be unnecessary 
under existing budgetary controls and appropriation procedures. 

SUPPLEMENTAL APPROPRIATION ACT OF 1955—SECTION 1311 

(PUBLIC LAW 83-663; 68 STAT. 830) 

Section 1311 of the Supplemental Appropriation Act of 1955 re
sulted from the difficulty encountered by the House Appropriations 
Committee in obtaining reliable figures on obligations from the execu
tive agencies in connection with the budget review. I t was not un
common for the committees to receive two or three different sets of 
figures as of the same date. This situation, together with rather vague 
explanations of certain types of obligations particularly in the mUitary 
department, caused the House Committee on Appropriations to 
institute studies of agency obligating practices. 

In 1953 and 1954, at the request of the committee, the General Ac
counting Office made three examinations in the military departments 
and submitted reports to the committee. Also, the cominittee staff, 
with the assistance of the General Accounting Office, made an exten
sive examination of obligations reported by the then Foreign Opera
tions Administration in 1954. 

The result of these examinations laid the foundation for the com
mittee's conclusion that loose practices had grown up in various 
agencies, particularly in the recording of obligations in situations 
where no real obligation existed, and that by reason of these practices 
the Congress did not have reliable information in the form of accurate 
obligations on which to determine an agency's future requirements. 
To correct this situation, the committee, with the cooperation of the 
General Accounting Office and the Bureau of the Budget, developed 
what has become the statutory criterion by which the validity of an 
obligation is determined. This criterion was included as section 1311 
in the general provisions of the Supplemental Appropriation Act, 
1955 (Public Law 663, 83d Cong.), approved August 26, 1954, perti
nent provision of which follows: 
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DOCUMENTATION REQUIRED FOR RECORDING AN OBLIGATION 

Section 1311(a) provided that no amount shall be recorded as an 
obligation of the Government of the United States unless it is sup
ported by docmnentary evidence of— 

(1) a binding agreement in writing between the parties 
thereto, including Government agencies, in a manner and 
form and for a purpose authorized by law, executed before 
the expiration of the period of availability for obligation of 
the appropriation or fund concemed for specific goods to be 
delivered, real property to be purchased or leased, or work or 
services to be performed; or 

(2) a valid loan agreement, showing the aniount of the 
loan to be made and the terms of repayment thereof; or 

(3) an order required by law to be placed with a Govern
ment agency; or 

(4) an order issued pursuant to a law authorizing pur
chases without advertising when necessitated by public 
exigency or for perishable subsistence supplies or within 
specific monetary limitation; or 

(5) a grant of subsidy payable {i) from appropriations 
made for payment of, or contributions toward, sums required 
to be paid in specific amounts fixed by law or in accord with 
formulas prescribed by law, or {ii) pursuant to agreement 
authorized by, or plans approved in accord with an author
ized by, law; or 

(6) a liability which may result from pending litigation 
brought under authority of law; or 

(7) employment or services or persons or expenses of 
travel in accord with law, and services performed by public 
utilties; or 

(8) any other legal liability of the United States against 
an appropriation or fund legally available therefor. 

The eight forms of documentary evidence were intended to en
compass aU types of obligations incurred in the course of Government 
activities. The House Committee on Appropriations in its report on 
the supplemental appropriation bill for fiscal year 1965 considered 
that section 1311 represented a definition of an obligation and it has 
been looked upon as such by many in the Govemment. 

REPORTING REQUIREMENTS OF SECTION 1311 

Section 1311 (b) : The original provisions of this section required 
the head of each agency to report, by September 30 of each year, the 
miliquidated obligations and unobligated balance as of the previous 
Jmie 30 for each appropriation or fund under its control to the chair
men of the House and Senate Appropriations Committees, to the 
Comptroller General, and to the Director of the Bureau of the Budget. 

This subsection did not require any specific examination or report 
by the General Accounting Office to the Congress. Due to congres
sional interest, however, the General Accounting Office was requested 
by the chairman of the House Committee on Appropriations to review 
the reports submitted by the agencies and report to the committee as 
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to compliance with the provisions of section 1311. A special audit 
program was designed to review these reporte and to fit such review 
into a time period after September 30 that would assure reports to the 
committee before the start of each agency's annual budget hearings. 
This special review and reporting was discontinued with the enactment 
of section 210(a) of the General Govemment Matters Appropriation 
Act, 1960. (PublicLaw 86-79, approved July 8,1959.) 

Section 210(a) of the General Government Matters Appropriation 
Act, 1960, removed the requirement for agencies to submit certified 
annual reports to the Congress covering appropriations and fund 
balances under section 1311. A new form of annual report was de
veloped by the Department of the Treasury to obtain data formerly 
available from the section 1311 report and to serve other needs that 
had been supplied by other reports and procedures. The new report 
will serve (1) as the Treasury's trial balance of the central appropria
tion and fund accounts, (2) as the agencies' requests for transfers and 
withdrawals under Public Law 798, approved July 25, 1956, and (3) 
as the agencies' analyses of appropriation and fund balances in terms 
of availability, for use in publishing the annual "Combined Statement 
of Receipts, Expenditures and Balances of the U.S. Government." 

The House Committee on Appropriations in its report (H. Rept. 
366, 86th Cong.) on the bUl H.R. 7176 explained the objectives of the 
amendment to section 1311 (b) as follows: 

The committee has included language in the bill, section 
210, to eliminate annual agency reporte to the Committee on 
Appropriations, the Bureau of the Budget, and the General 
Accoimting Office pursuant to section 1311 (b) of the Supple
mental Appropriation Act, 1955, as to obligated and unobli
gated balances under each appropriation and fund of the 
agency. These special reports, required not later than Sep
tember 30 as to status of balances on June 30 preceding, 
were a necessary feature of section 1311 which, for the first 
time, comprehensively defined an obligation of the Govern
ment for accounting, budgeting, and reporting purposes. 
They have served their purpose and can now be dispensed 
with. 

The proposition in the bill is to substitute for the present 
reports a simple report to the Budget Bureau, when submit
ting requests for appropriations, that statements of obliga
tions furnished therewith consist of valid obligations in 
accord with definitions in subsection (a) of section 1311. 

Under the law, the figures on obligated and unobligated 
balances shown in the annual budget document are required 
to accord with section 1311 definitions. That would continue, 
as would the requirement that any other statement of obli
gations fumished by any agency to the Congress or commit
tee thereof include only such amounte'as may be valid obliga
tions under law. 

CERTIFICATION OF OBLIGATION REPORTS 

Section 1311(c) required that each report made pursuant to subsec
tion (b) should be supported by a certification of the official designated 
by the head of the agency. The conference report on the Supplemental 

65686—61—7 
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Appropriation Act, 1955 (H. Rept. 2663, 83d Cong.), stated in part 
as loUoWs: 

As to subsection (c) it is the intention of the committee of 
conference that the officials designated by the head of agency 
to make certifications of obligations shall be of those officials 
having overall responsibility for the recording of obligations 
as distinguished from those engaged in detailed recording 
operations, and in no event should the designation be below 
the level of the chief accounting officer of a major bureau, 
service, or constituent organizational unit. 

This subsection further required that the certification and support
ing records should be retained in the agency in such form that would 
facilitate the audit and reconciliation for the period covered by the 
certification. Also, the official designated by the head of the agency 
to make certifications should not redelegate the responsibility to some
one else. 

AVAILABILITY OF APPROPRIATIONS FOR EXJ>ENDITURES 

Section 1311(e) provided that no appropriation or fund which is 
limited for obligation purposes to a defmite period of time should be 
available for expenditure after the expiration of such period except 
for liquidation of amounts obligated in accordance with section 1311 
( a ) ; however, under no circumstances are such appropriation or fund 
available for expenditure beyond that authorized by law. 

This subsection was interpreted to make the requirements of section 
1311 (a) retroactive so as to apply to obligations recorded prior to, but 
unpaid at, the effective date of the act, with respect to appropria
tions for definite periods wherein the period of availability for obliga
tions had expired. 

PAYMENT OF CERTAIN CLAIMS BY AGENCIES AND RESTORATION OF 
UNOBLIGATED BALANCES FROM LAPSED APPROPRIATIONS 

(PUBLIC LAW 84^798; 70 STAT, 647) 

The passage of Public Law 798, 84th Congress, approved July 25, 
1966, was designed to improve accounting procedures of the Govern
ment in two major respects: (1) To merge all prior-year obligated 
balances into one consolidated account for the same general purposes 
within each agencj^ 2 years after the appropriation expired for 
obligations, and (2) to authorize the agencies of the Govemment 
to pay those bills on which there is no dispute but for which the 
appropriations have lapsed and make them chargeable to the lapsed 
appropriations in the same manner as bills payable from currently 
available appropriations. The consolidated accounts authorized to 
be established by this act are known as M accounts. 

Enactment of Public Law 84-798 was the result of action by the 
Senate Committee on Government Operations on S. 2678, S. 3362, 
and a companion bill in the House, H.R. 9593. Hearings were held 
on S. 3362 in March 1966, after which intensive study and negotia
tion was conducted by the staff with representatives of the General 
Accounting Office, Department of the Treasury, Bureau of the Budget, 
and Department of Defense to develop amendments which would im-
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prove the bill and at the same time be workable and acceptable to all 
of the agencies concemed. 

After the amendments were concurred in by the department and 
agencies primarily responsible for processing the claims or delayed 
invoices, a copy of the perfected bill was made available to the House 
Committee on Government Operations, which, on April 19, 1956, re
ported H.R. 9593, after amending it by striking out all of the language 
after the enacting clause and inserting the provisions of the revised 
Senate bill. 

The House passed H.R. 9593 on June 5, 1956, and on June 7 this 
committee reported (S. Rept. 2266, 84th Cong.) S. 3362 with amend
ments. Both the Senate and House bills were called up for considera
tion by the Senate on June 20, 1956, and the House bill was passed 
with the Senate amendments. Differences between the House and 
Senate amendments were resolved in conference and the conferees 
report (H. Rept. 2726, 84th Cong.) was accepted by both Houses. 

PROCEDURES PRIOR TO PASSAGE OF PUBLIC LAW 8 4 -7 9 8 

Prior to passage of Public Law 8-4-798, unexpended balances of 
appropriations with limited fiscal year availability lapsed or ceased 
to be available to the agencies to which they were provided, at the 
end of 2 full fiscal years following the fiscal year or years for which 
appropriated. At that time such balances were transferred to a 
consoUdated Treasury Department appropriation account known as 
"Payment of certified claims." 

Bills of creditors which were not paid before the appropriations 
chargeable therewith had lapsed were liquidated f rOm the "Payment 
of certified claims" account. However, as prerequisites to payment, 
the Comptroller General of the United States was required to certify 
that the bills were lawfully due; that they were chargeable to appro
priations which had lapsed; and that the balances of the appropria
tions against which the obligations were originally incurred were suffi
cient to make such payments. After processing by the Comptroller 
General, payments Were made by the Department of the Treasuiy out 
of the certified claims account. 

Since the account "Payment of certified claims" was classified as a 
Treasury Department appropriation account, the liquidation of out
standing obligations against lapsed appropriations were recorded as 
an expenditure of that department,^ rather than an expenditure of the 
agencies benefiting therefrom. This accounting treatment overstated 
expenditures of the Treasuty Department and cOl-respondingly under
stated expenditures of the agencies which incurred the obligations. 
Enactment of Public Law 84-798 corrected this situation since agen
cies' payments are made from their oWn "M accounts" established 
under this law. 

HOOVER C 0 M ; M I S S I 0 N RECOMMENDATIONS 

The enactment of Public Law 84-798 was in general accord with 
two recommendations of the second Hoover Commission in its report 
on budget and accounting as follows: 

That each department and agency be authorized to main
tain a single account under each appropriation title or fund 
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for controlling the amount available for the liquidation of 
valid obligations. [Recommendation No. 17.] 

That vouchers which are otherwise valid but as to which 
appropriations have lapsed should not be referred as "claims" 
to the General Accounting Office, but should be settled within 
the agencies. [Recommendation No. 18.] 

PRINCIPAL PROVISIONS OF PUBLIC LAW 8 4 - 7 9 8 

Public Law 84-798 authorized Government agencies to pay, without 
referral to the General Accounting Office, certain obligations which 
previously had been referred to the General Accounting Office for set
tlement. In order to make these payments the agencies were author
ized to restore certain amounts from the "Payment of certified claims" 
account established pursuant to the act of July 6, 1949 (63 Stat. 407; 
31 U.S.C. 712b), and may now retain obligated balances of appropria
tion which otherwise would have been transferred to that accoimt. 

It did not extend the period of availability for obligation of such 
appropriations, however, nor did it abridge the existing authority of 
the General Accounting Office to settle and adjust claims, demands, 
and accounts involving doubtful questions of law or fact or claims 
which otherwise are required to be settled in the General Accounting 
Office. 

Government agencies were required to withdraw and restore to the 
general fund of the Treasury or to special or trust fund, as appropri
ate, unobligated balances of appropriations upon expiration of the 
period of availability for obligation. These transactions were referred 
to as "withdrawals." Restorations to the appropriations were author
ized in such amounts as may be found necessary to correct errors or 
make adjustments in such withdrawals. 

Government agencies were also required to transfer obligated bal
ances on June 30 of the second full year following the fiscal year or 
years for which the appropriation was available for obligation to an 
appropriation account of the agency or subdivision thereof respon
sible for the liquidation of the obligations, in which account should be 
merged the amounts so transferred from all appropriation accounts 
for the same general purposes. 

REPORTING REQUIREMENTS 

Section (a) (2) of Public Law 84-798 provided that after the head 
of the agency concerned had determined that a portion of the 
unobligated balance was required to liquidate obligations and effect 
adjustments, such portion of the unobligated balance may be restored 
to the appropriate accounts provided— 

That prior thereto the head of the agency concerned shall 
make such report with respect to each such restoration as 
the Director of the Bureau of the Budget may require, and 
shall submit such report to the Director, the Comptroller 
General, the Speaker of the House of Representatives, and 
the President of the Senate. 
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The restoration reports submitted to the President of the Senate by 
law were referred to the Committee on Government Operations. 

Section 3 (b) of Public Law 84-798 required the Comptroller General 
of the United States, in connection with his audit responsibilities, to 
report to the head of the agency concerned, to the Secretary of the 
Treasury, and to the Director of the Bureau of the Budget respecting 
operations under the act, including an appraisal of the unliquidated 
obligations under appropriation accounts established by the act. 
Within 30 days after receipt of the report, the agency concerned was to 
take such action as the report shows to be necessary. 

The examination by the General Accounting Office of M accounte 
established under Public Law 84-798 was accomplished concurrently 
with the work performed under section 1311 of the Supplemental Ap
propriation Act of 1955, since the criteria for recording obligations 
is that specified under section 1311 (set forth in the preceding section 
of this report) and appraisal of unliquidated obligations are essen
tiaUy the same under both acts. 

In addition to complying with reporting requirements of section 
3 (b) stated above, the General Accounting Office reported to the Com
mittee on Appropriations of the Senate and the House of Representa
tives on examination work under Public Law 84-798 through the 
medium of their reports on examination work under section 1311 of the 
Supplemental Appropriation Act of 1955. This reporting was dis
continued by the enactment of section 210(a) of the General Govern
ment Matters Appropriation Act, 1960 (Public Law 86-79), approved 
July 8, 1959. 

During the 1st session of the 86th Congress, Senator McClellan in
troduced a bill, S. 899, to provide for discontinuance of certain reports 
now required by law. Item 45 of this bill provided that restoration 
reports required to be submitted to the President of the Senate and 
the Speaker of the House of Representatives under section (a) (2) of 
Public Law 84r-798 be discontinued. 

S. 899 was referred to this committee and favorably reported on 
March 26, 1959, and passed the Senate April 10, 1959, with amend
ments. In its report (S. Rept. 146, 86th Cong.) the committee stated: 

Item No. 4S.—The reports submitted to the Senate and re
ferred to the Committee on Government Operations, pursuant 
to paragraph (a) of Public Law 798, 84th Congress (70 
Stat. 648), are, in the majority of incidents, filed from 6 to 9 
months after the adjustments have been made in the account
ing records. No action is required on the part of the commit
tee, and, should action be taken, it would place the committee 
in a position of disapproving an operating or administrative 
function which is within the jurisdiction of the executive 
branch of the Government, During the 85th Congress, 
49 such reports were submitted to the Senate and re
ferred to the Committee on Govemment Operations. 
Experience has shown to date that this or other committees 
cannot or do not take any action on these reports. I t is 
therefore proposed, since further information is not available 
to indicate the need for these reports, that they should be 
discontinued. 
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The restoration of balances under this provision of law is 
primarily an internal adjustment of the accounting records 
of the agency concerned which occur after the end of the fiscal 
year when the outstanding balances of certain accounts are 
transferred after receipt of bills or invoices requiring payment 
in excess of the amount set aside for that purpose. These 
are usually caused by unforeseen contingencies, an under
estimate of the obligation, or other instances over which the 
recordkeeping officials have no control. The information is 
made a part of the agency records and is available when re
quired for audit or oth^ purposes. 

After passage by the Senate, S. 899 was referred to the House 
Committee on Government Operations where it was favorably re
ported with amendments and passed the House of Representatives on 
April 19, 1960 (H. Rept. No. 1458, 86th Cong.). The Senate con
curred in the House amendments and S. 899 was approved by the 
President as Public Law 86-633 on June 29, 1960. In the future, re
porting on violations under section 1311 and Public Law 84-798 will 
be made by the General Accounting Office through their regular audit 
reports to the Congress. 

COST-BASED BUDGETS AND ACCRUAL ACCOUNTING 

(PUBLIC LAW 84^863; 70 STAT. 782) 

During the 84th Congress, the most significant action of the Senate 
Committee on Government Operations relative to budget and account
ing legislation was the enactment of Public Law 8?-863, approved 
August 1, 1956, providing for improvemente in budgeting, account
ing, and appropriations procedures, as recommended by the second 
Hoover Commission. 

Public Law 84-863 amended the Budget and Accounting Act of 
1921 and the Budgeting and Accounting Procedures Act of 1960 
to enable the President to include in the annual budget information 
on program costs and accomplishments. The departments and estab
lishmente are required to develop their requests for appropriations, 
to the extent deemed desirable and practicable by the President, from 
cost-based budgets. It further provides that for purposes of admin
istration and operation, including administrative subdivisions of 
funds, such cost-based budgets shall be used by departments and 
establishments concerned and their subordinate units. 

The act directs the head of each agency, in consultation with the 
Director of the Bureau of the Budget, to take whatever action 
deemed necessary to achieve, (1) consistency in accounting and 
budget classifications, (2) synchronization between these classifica
tions and organizational structure and (3) support of budget justifi
cation by information on performance and program coste. 

The head of each agency was also directed, in accordance with 
principles and standards prescribed by the Comptroller General, to 
maintain accounts on an accrual basis to sliow the resources, liabilities, 
and costs of operations of such agency so as to facilitate the prepara
tion of cost-based budgets and to include adequate monetary property 
accounting records as an integral part of the system. 
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The act also amended the Antideficiency Act to achieve simplifica
tion in the administrative subdivision of appropriations or funds by 
requiring each agency to work toward the objective of financing each 
operating unit through minimum administrative subdivisons con
sistent with operational requirements for each appropriation or fund. 

SENATE ACTION ON PITBLIC LAW 84-863 

S. 3199, to implement the Second Hoover Commission's recom
mendations on budgeting and accounting, was introduced in the Senate 
on February 14,1956. 

The SubcOminittee on Reorganization of the Committee on Govern
ment Operations held hearings oh S. 3199 and three related bills, S. 
2480, S. 2369, and S. 3362, in March 1956. During the hearings, it 
was agreed that some of the objectives of the bill could be attained by 
administrative action and, therefore, nO additional legislation was 
required in these areas. On the other hahdj the bill did not provide 
for the submission of budget requeste to Congress based on an 
accrued expenditures basis, one of the important recommendations of 
the Hoover Commission. 

At the conclusion of the hearings, the staff of the committee, in 
collaboration with representatives of the General Accounting Office, 
the Bureau of the Budget, and other Government agencies, redrafted 
the bill. Those objectives which could be attained by administra
tive action were omitted and specific language authorizing the sub
mission of budgetary requests on an annual accrued expenditure basis 
was added. The revised bill (S. 3897) was introduced on May 21, 
1966, by the chairman of the subcommittee with 30 Senators as 
cosponsors. Further hearings were held by the subcommittee and, 
on June 7, 1956, the bill was unanimously reported (S. Rept. 2265, 
S4th Cong.) by the full cOmtoittee. I t passed the Senate on June 
20,1966. 

PROVISION FOR STATING APPROPRIATIONS ON AN ANNUAL ACCRUED EX
PENDITURE BASIS ELIMINATED BY THE HOUSE 01? REPRESENTATIVES 

Accrued expenditures represent charges incurred for goods and 
services received and other assets acquired, whether or not payment 
has been made and whether or not invoices have been received. The 
provision for submission of budgetary requests for appropriations on 
an annual accrued expenditure basis was eliminated by the House 
Government Operations Committee in reporting H.R* 11626, a com
panion biU to S. 3897. In its report (H. Rept. 2734, 84th Cong.) the 
committee stated: 

The bill as originally introduced contained a provision 
instituting the submission of budgetary requests for ap
propriations on an annual accrued expenditure basis. The 
committee heard strong testimony from the chairman of 
the Committee on Appropriations of the House and the 
ranking minority member of that committee objecting to the 
accrued expenditure device primarily On the ground that 
it would necessarily lead to contract authority for pro
grams which extend beyond 1 fiscal year. I t was felt that 
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contract authority weakened congressional control, and it 
would not realize the benefite claimed. On the basis of these 
objections and the committee's own study, the provision for 
appropriations on an annual accrued expenditure basis was 
deleted from the bill. 

The question of whether the stating of appropriations on an annual 
accrual expenditure basis would affect the existing statutory au
thority of the executive departmente to contract for or make com
mitments for capital expenditures in future fiscal years was raised 
before the Senate Committee on Government Operations during its 
hearings. The Department of Defense had suggested a clari:tying 
amendment to S. 3897, i.e., that the authority of the President to 
submit requests for authorizations to create obligations in advance of 
appropriations would not be affected by the section dealing with 
aimual accrued expenditures. The Comptroller General was asked 
to comment on this amendment and in his reply' dated June 16,1956, 
he stated: 

* * * it should be noted that the legislative history of 
this bill already has made it clear that contractual authori
zations for long lead-time programs wUl be required when 
the appropriations therefor are stated on an annual accrued 
expenditure basis. This was pointed out in the Hoover 
Commission Report on Budget and Accounting. 

I t thus seems very clear to us that the existing authority 
to include requests for contract authorizations in the budget 
would not be abrogated by tliis bill and that the clarifying 
language suggested by the Department of Defense is un
necessary. 

The House of Representatives passed S. 3897 on July 13, 1956, 
after amending it by inserting the language of H.R. 11526 in lieu 
of the text of the Senate bill. The Senate disagreed to the House 
amendment and asked for a conference. The conferees met on July 
19, 1966, at which time the House insisted on striking out the pro
visions that budgetary requests be submitted to Congress on an annual 
accrued expenditure basis. As a result, three Senate conferees refused 
to sign the conference report.* The remaining Senate conferees 
agreed to the report after receiving assurances from the House con
ferees that this requirement would be reconsidered during the next 
Congress. The House conference report (H. Rept. 2872, 84th Cong.) 
filed on July 23, 1956, made no reference to reconsideration in the 
next Congress, whereupon serious objection was raised by several 
Senators on the floor of the Senate on July 25, 1956, before the con
ference report was approved. 

Two days following approval of the conference report. Senator 
Margaret Chase Smith, ranking minority member of the subcom
mittee, who had refused to sign the report, "* * * because the heart 
of the bill had been killed by the House when it deleted the section 
providing for stating appropriations on an accrued expenditure 
basis * * *"® introduced S. 4306, to provide for the restoration of tlie 

' Congressional Record, vol. 102, p t 8, June 19, 1936, p. 10SS7. 
8 Congressional Record, vol. 102, pt. 11, July 25, 1956, p. 14340. 
» Congressional Record, vol. 102, pt. 11, July 27, 1956, p. 115028. 
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accrued expenditure provision eliminated from S. 3897, but time did 
not permit committee action before adjournment. 

At the beginning of the 85th Congress, several bills were introduced 
to provide for stating appropriations on an accrued expenditure basis 
which finally resulted m passage of Public Law 85-759, approved 
August 25,1958, details of which follow on page 98 of this report. 

IMPLEMENTATION OF SECOND HOOVER COMMISSION RECOMMENDATIONS 

The enactment of Public Law 84-863 implemented seven recom
mendations of the second Hoover Commission contained in its report 
on "Budget and Accounting" (H. Doc. 192,84th Cong.) as follows: 

That for management purposes, cost-based operating budg
ets be used to determine fund allocations with the agencies, 
such budgete to be supplemented by periodic reports on per
formance (recommendation No, 3), 

That the executive budget continue to be based upon func
tions, activities, and projecte adequately supported by infor
mation on program costs and accomplishment, and by a re
view of performance by organizational units where these do 
not coincide with performance budget classification (recom
mendation No. 4). 

That the agencies take further steps to synchronize their 
organization structures, budget classifications, and account
ing systems (recommendation No. 5). 

That executive agency budgets be formulated and adminis
tered on a cost basis (recommendation No. 6). 

That the aUotment system be greatly simplified. As an ob-
jective each operating unit should be financed from a single 
allotment for each appropriation involved in its operations 
(recommendation No. 13). 

That Government accounts be kept on the accrual basis to 
show currently, completely, and clearly all resources and lia
bilities and the costs of operations. Furthermore, agency 
budgeting and financial reporting should be developed from 
such accrual accounting (recommendation No. 14). 

That the executive agencies accelerate the installation of 
adequate monetary property accounting records as an integral 
part of their accounting systems (recommendation No. 16). 

Although, as finally enacted. Public Law 84-863 did not, as a result 
of the insistence of the House of Representatives, include one of the 
major Hoover Commission recommendations (No. 7) for stating ap
propriations on an annual accrued basis, it did provide for cost-based 
budgete, an accrual accounting program, and a simplified allotment 
system, which is the foundation of an accrued expenditure system. 

ADVANTAGES OF A COST-BASED BUDGET 

The advantage of budgeting on a cost basis is that management and 
the Congress are able to review the total resources on hand, on order, 
and to be procured rather than limiting the budget review process 
to new money in the form of obligating authority. A cost-type 
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budget has been defined as one which identifies, in terms of the goods 
and services consumed by each activity, the coste of the program 
planned by the agency. I t discloses the balances of the goods and 
services on hand that have been obtained through use of prior appro
priations, and the extent to which such available resources are planned 
to be used in the proposed program. Such resources generally consist 
of inventories of supplies and materials, and orders recorded as obli
gations for goods and services not yet received. A cost-type budget 
shows the obligating authority required to place orders for additional 
goods and services needed to accomplish the planned program and 
maintain the resources on hand at a level appropriate to the agency's 
operating requirements. 

The significance of a cost-based budget varies with the type of pro
gram conducted by the agency. When inventories and long leadtime 
programs are involved, the cost-based budget provides its greatest 
benefit because of the identification of carryovers of available resources 
from one year to another. I n addition, the evaluation of long-range 
programs can more effectively be made because the accrual basis of 
accounting identifies the use of resources in relation to the time period 
involved. I n agencies where the carryover of resources is not sub
stantial the change in presentation resulting from use of the cost-based 
budget may be relatively minor. In such cases, however, benefits are 
derived in terms of the more precise budget and accounting practices 
required for this purpose. 

Prior to enactment of Public Law 84-863, agency budgets were pre
pared on the basis of estimated obligations incurred during the budget 
year. Under this system, obligations were orders placed, contracts 
awarded, services received, and similar transactions during a given 
period requiring future payment of money. Because of the nature 
of improvements under Public Law 84^863, the completion of such 
a program will in many cases take a considerable period of time. 

In the fiscal year 1960 annual report of the joint financial manage
ment improvement program, the General Accounting Office, the Bu
reau of the Budget, and the Treasury Department reported that the 
number of budget appropriations on a cost basis has been increasing 
with the development of accounting on the accrual basis. For 1957 
there were only four appropriation requests on this basis in the budget 
document. In the 1959 budget tliere were 98. In the 1961 budget 
there were 363 covering 56 percent of all appropriation items, embrac
ing annual budget expenditures of about $33.5 billion and another $16 
billion of trust fund expenditures. 

The presentations of cost-based budgets are not regarded as ends in 
themselves; they are only generally indicative of the progress being 
made throughout the Government toward management use of better 
data. These data are produced by systems which, through coordinated 
accounting, reporting and budgeting practices, will provide adequate 
control of both funds and costs, and a basis for measuring performance 
against established goals. 

ACCRUAL ACCOUNTING SYSTEM 

An accrual accounting system is one which gives recognition to the 
receipt of goods and services and the consumption or use of resources, 
and reflects the assets and liabilities. In addition, to facilitate the 
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preparation of cost-based budgete, SUch a system records these trans
actions on a basis that is integrated with records of obligations in
curred as well as disbursements made. 

Thus, an accrual accounting system in a Government agency de
velops information as needed on coste of goods and services used, 
accrued expenditures, disbursements, and obligations. I t incorporates 
financial controls that are consistent with management responsibilities, 
generally providing for broad fund controls in terms of limitations on 
obligations at a fairly high level of agency operations and more de
tailed controls in terms of estimates of specific costs attributable to 
each of the agency programs. 

In contrast to the traditional accounting system in Government, 
an accrual accounting system provides additional and more useful in
formation, since it reflects not only the availability of funds, but also 
furnishes data on resources on hand in an agency, and the actual use 
of such available resources. Cost data on the use of resources are 
essential to agency management for effective budgeting practices. 
The costs of a given operation must be known to enable the most 
accurate determination of funds needed to finance a planned pro
gram. Similarly, in carrying out a program, cost information is 
needed sb that these data can be related to work accomplishmente and 
the operating officials may be advised of the progress actually being 
made on the job, in addition to the rate at which available funds are 
being used. 

In accordance with the principles and standards issued by the 
Comptroller General, the degree to which the accrual basis is applied 
in individual agencies varies with the kind of operations conducted. 
Depending on the type of program conducted by the agency, this 
change in the agency accounting system may involve further refine
ment to produce information on the cost of goods and services used, 
the cost of items procured or produced, or the cost of work in place. 
The accrual basis should be applied in each case to the extent that the 
additional information obtained will be more useful to agency man
agement in the conduct of its operations, and provide for more com^ 
plete and accurate disclosure of financial status and the resulte of 
agency operations. In all cases, accounting On an accrual and cost 
basis must be integrated with such other accounting records as are 
needed to provide for control and information on obligations and to 
provide for information on disbursements. 

PROGRESS OF ACCRUAL ACCOUNTING AND COST-BASED BUDGETS 

To determine the progress of converting accounting systems to 
accrual basis and budget presentations to cost basis in individual 
agencies, the Bureau of the Budget issued Bulletin No. 60-7 in May 
1960 to all agencies requesting they Submit information conceming 
current improvement efforts. The degree to which each agency esti
mated it had completed its accrual accounting and cost-cased budget
ing objectives is shown in the fiscal year 1960 annual report of the 
joint financial management improvement program, released on No
vember 15,1960. 
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ANNUAL ACCRUED EXPENDITURE LIMITATIONS 

(PUBLIC LAW 85-769; 72 STAT, 862) 

The enactment of Public Law 85-759j approved August 25, 1958, 
climaxed one of the most controversial pieces of legislation on budget 
and accounting in many years. For over 2 years Congress considered, 
studied, debated, and finally passed legislation which contemplated 
placing a limitation on annual accrued expenditures. 

This was a compromise over the original version that the executive 
budget and congressional appropriations be in terms of estimated 
annual accrued expenditures as recommended by the second Hoover 
Commission and proposed by this committee in S. 3897, 84th Congress 
and S. 434, 86th Congress. 

Recommendation No. 7 of the second Hoover Commission's report 
on budgeting and accounting stated— 

that the executive budget and congressional appropriations 
be in terms of estimated annual accrued expenditures, 
namely, charges for the cost of goods and services esti
mated to be received. 

The stating of appropriations on an annual accrued expenditure 
basis was strongly endorsed by the Secretary of the Treasury, the Di
rector of the Bureau of the Budget, and the Comptroller General of 
the United States in testimony before this committee in the 84th and 
85th Congresses. 

The President on four separate occasions recommended enactment 
of legislation to place appropriations on an annual accrued expendi
ture basis—a special message to the Congress, May 10, 1966; a 
statement when he signed Public Law 863, 84th Congress, August 1, 
1956; his budget message to the 86th Congress, January 16,1957; and 
a letter to the Speaker of the House of Representatives, April 18, 
1967. 

In his letter to the Speaker of the House, he specifically urged the 
Congress to— 

enact bills approved by the administration to implement 
Hoover Commission recommendations, such as authorization 
of appropriations on the basis of annual accrued 
expenditures * * *. 

Some members of the House Appropriations Conimittee were op
posed to stating appropriations on an annual accrued expenditure 
basis. Chairman Cannon and Representetive Taber, the ranking 
minority member, submitted a joint letter and report to the chairman 
of the House Government Operations Committee expressing their op
position to the proposed legislation. Also, Representative Mahon, a 
member of the Appropriations Committee, appeared before the House 
subcommittee and testified at length against the proposal. 

The major question that was raised during debate on this legis
lation was whether it gave Congress tighter control over Govemment 
expenditures. Many Members contended that it was the best way to 
obtain this control, wliich the Congress does not have. The pro
ponents of the legislation cited the billions of dollars appropriated by 
Congress and carried over each year by the executive departmente and 
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agencies over which Congress has little or no control. Other Mem
bers, who opposed the legislation, contended that it would not provide 
the control needed by Congress, since contract authority would have to 
be substituted for the fund carried over each year, and the Congress 
would be in the same predicament as before. 

HOUSE APPROPRIATIONS COMMITTEE DISAPPROVES ACCRUED EXPENDITURE 
BASIS OF STATING APPROPRLATIONS ( H . REPT. 216 , 85TH CONG.) 

In March 1957, the House Committee on Appropriations issued a 
report (H. Rept. 216, S6th Cong.) on its study of the plan suggested 
by the executive branch to improve congressional control of the bud
get. "While the plan itself did not specifically deal with the stating 
of appropriations on an annual accrued expenditure basis, it was 
included in the study since adoption of such a system would affect the 
budget and appropriations processes throughout the Government. 

In its report the House Committee on Appropriations set forth its 
reasons and conclusion why annual accrued expenditure method of 
stating appropriations should not be adopted. Following are ex
cerpts from House Report 216, S5th Congress: 

Pendmg legislation would, if adopted, require estimates 
of appropriations to be stated on the so-called annual ac
crued expenditure basis. Similar legislation failed of adop
tion last year at the insistence of the House. In its simplest 
terms, annual accrued expenditures means stating appropria
tions on the basis of goods and services expected to be re
ceived during the year regardless of when obligated for, or 
when used, or when paid for. Under present practice, ap
propriations are stated on an obligation basis. They convey 
both authority to obligate and authority to disburse. What 
constitutes an obligation is comprehensively defined in law. 

Stating appropriations on the accrued expenditure basis 
would require supplementation in the form of contract au
thority for many programs. Changing over to the new basis 
would in no wise alter the operating realities or needs of the 
vast and complex programs of the Government. If operat
ing necessities require advance commitment or obligating 
authority to permit of orderly program management and 
execution under present budgetary procedures, they will re
quire similar authority under the accrued-expenditure 
method. 

Contract authority is a workable device but not the most 
economical. It is an old and familiar friend to the Commit
tee on Appropriations and the Congress. It was used ex
tensively for many years. It has been found wanting. It 
was generally abandoned in appropriation bills back in 1951, 
although its use is growing in substantive legislative bills. 
Far from contributing to economy and retrenchment, it tends 
to the opposite effect. I t ties the hands of the President and 
the Congress in making up and considering future appropria
tion budgets by introducing undesirable rigidities into the 
budget picture. It is a snare and a delusion. Its "appeal" is 
one of its principal defects. It is often viewed as "merely 
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an authorization,'' with the consequent tendency to pass over 
it more lightly, to fail to give it the same thorough examina
tion as a direct appropriation. Psychologically, the situation 
can be likened to a charge account at the store—relatively 
easy to open because it is not necessary to have the cash in 
hand. Moreover, subsequent appropriation requests to pay 
the bills incurred under prior contract authority are fre
quently viewed as being beyond reach---the attitude that "we 
have no choice but to pay the bill." That has been the prac
tical effect of using it in many instances. 

Recommendations leading to the proposed accrued-expen
diture method lay great emphasis on necessity of the Con
gress regaining control of the purse strings and in support 
thereof cite the billions of unexpended carryover balances of 
appropriations at the end of a given fiscal year. The import 
of the suggestion seems to be that adoption of the new method 
automatically imparts to the Congress closer control of de^ 
mands on the Treasury, with resultant substantial savings. 
I t is true that large unexpended balances are in the hands 
of the departments each year and that in the annual appro
priation bills the Congress does not now exercise direct an
nual control over their annual rate of disbursements * * *. 

Carryover balances are pocketed in hundreds of separate 
appropriation and other accounts on the books of the depart
ments. They are shown in detail throughout the budget. 
They vary in size from relatively insignificant amounts to 
billions of dollars. Regardless of size, determination of 
amounts of new obligating requests to be allowed requires 
concurrent consideration of the carryover in those programs 
where advance financing is necessary. That is the general 
procedure now followed by the Committee on Appropria
tions. In some instances only the unobligated portion is a 
pertinent factor, while in others the obligated portion is of 
equal importance in the determination. Such balances should 
be held to the absolute minimum, consistent with the varied 
needs of the individual program to which applicable. But 
so long as the scale of Federal programs remains of the pres
ent general magnitude carryover balances will continue to 
exist in terms of billions and billions of dollars. 

For these and related reasons, it is the view of the sub
committee that the accrued-expenditure method should not be 
adopted. I t has disadvantages and offers no improvement. 
This is not to infer that present methods and processes are 
perfect or the best. There may be a better way to present and 
process the Federal budget. The best system that can be de
vised ought to be employed, but the proposed accrued-expen
diture method is not it. The point is, there is no simple 
shortcut, no magic retrenchment device. No budgetary sys
tem has a built-in guaranty of economy or efficiency. 
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LEGISLATIVE HISTORY OF P U B L I O LAW 8 5 - 7 5 9 

As had been set forth on page 93 of this report, this committee re
ported S. 3897 (S. Rept. 2265) in the 84th Congress, which contained 
a provision for stating appropriation estimates on an annual accrued-
expenditure basis. The provision was stricken by the House of Rep
resentatives when it passed the bill in conference, when it became ob
vious that, because of the objections of the House, legislation imple
menting the other important Hoover Commission recommendations 
Avould not be enacted before the pending adjournment of the S4th 
Congress unless the Senate conferees accepted the House amendment. 

"mien the conference report (H. Rept. 2872,84th Cong.) was agreed 
to in the Senate, spokesmen for the committee made it clear that the 
provisions stricken in conference would be given priority considera
tion upon convening of the 85th Congress. 

Early in the 85th_ Congress, two bills (S. 316 and S. 434) were 
introduced by committee Members and referred to this committee to 
require the executive agencies of the Government to present their 
budget estimates to Congress for each fiscal year on an annual accrued-
expenditure basis, as recommended by the second Hoover Commis
sion. S. 316 was introduced on January 7, 1957, by Senator Smith 
of Maine for herself and Senators Payne and Kennedy. S. 434 was 
introduced on January 9, 1967, by Senator Kennedy, for himself 
and 49 other Members of the Senate. 

Hearings were held on both bills in April 1967 and after amend
ment, S. 434 Was reported favorably and passed the Senate on June 5, 
1957. In its report to the Senate (S. Rept. 394, 86th Cong.) the 
committee stated: 

In summary, S. 434 gives the President authority to con
vert appropriation estimates, with the exceptioii of those 
appropriations exempted, to an annual accrued-expenditure 
basis, where he deems appropriate in the interests of better 
financial management and better control of expenditures. 

I t is fully recognized that if appropriations for long lead-
time programs are stated on an annual accrued-expenditure 
basis it will be necessary for the Congress to provide contract 
authority in terms of the dollar amount required for orderly 
forward contracting beyond the budget year. The bill, as 
amended, provides that authority. 

The committee also recognizes the fact that the conversion 
of appropriation estimates to the expenditure basis is a revo
lutionary change in the Government's financial structure, 
the application of which by the executive branch will require 
the same thoughtful consideration that has been given to the 
granting of the authority by the Congress. 

As the Comptroller General has pointed out, the annual 
budget surplus or deficit is measured by the difference be
tween annual receipts and expenditures. By establishing a 
direct correlation between appropriations and expenditures 
through the enactment of S. -434, the Congress provides not 
only itself, but the President as well, with greater opportu-
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nity to control the level of govemmental operations during a 
fiscal year. 

I t is believed, moreover, the full implementation of tins 
legislation would tend to halt the continuing buildup of carry
over balances of appropriations now available for expendi
ture at the discretion of the executive agencies, with little or 
no continuing control by the Congress. 

The House Committee on Govemment Operations held extensive 
hearings in March and April 1967 on 14 bills ^̂  which provided for 
improving Federal budgeting and appropriations processes. Nine 
of these bills related to accrued-expenditure basis of stating appro
priations and the remaining five bills to other budget and accounting 
matters. Following these hearings, the committee reported a new 
bill, H.R. 8002 (H. Rept. 572, 85th Cong.), introduced by Representa
tive Rogers of Florida on June 17,1957, which contained substantially 
the same provisions as S. 434. In its report, the cominittee commented 
on the views expressed by Members of the House Appropriations 
Committee as follows: 

The committee gave intensive study and consideration, as 
always, to the views of the Committee on Appropriations as 
contained in a joint letter from Chairman Cannon and the 
ranking minority member, John Taber, and as so ably pre
sented at the hearings by Congressman Mahon, the chairman 
of the subcommittee. We recognize the great service they 
are rendering to the Congress and the country by their 
meticulous scrutiny and analysis of all appropriation pro
posals. We agree with Mr. Mahon that there is no magic 
in the accrued-expenditures method. But the committee is 
convinced that the present dimensions of the Federal budget 
demand whatever improvements can be made in its process. 
We believe such a substantial improvement will be brought 

, about to justify the passage of this legislation. 

No action was taken on the floor of the House until March 4, 1958, 
when Representative Wlgglesworth of Massachusetts introduced an 
amendment" which eliminated all of the language after the enabling 
clause and substituted new language. This amendment was debated 
for two days and finally adopted by the House on March 6,1958, as a 
substitute for the original provisions of H.R. 8002, 

H.R. 8002 was placed on the Senate Calendar, and, at the request of 
Senator Carl Hayden, Chairman of the Senate Committee on Appro
priations, the bill was referred to the Committee on Appropriations 
for further study. 

Following hearings on July 8,1958, H.R. 8002 was reported favor
ably by the Senate Committee on Appropriations. The report (S. 
Rept. 1866, 86th Cong.) contained the following statement relative 
to its position, the objectives of the bill, and the amendments: 

The bill as it passed the House would authorize the ap
plication of the accrued-expenditure system to all appro
priations and fund accounts when the President determined 

?» Nine bills containing accrued^expenditure provisions -were: H.R. 758, 2494, 2780, 3379, 
3961, 4117, 4443, 4500, and 5897. The Ave other bills -were H.R. 40, 1170, 1171, 2000, 
and 5941. 

" Congressional Record, vol. 104, pt . 3, Mar. 4, 1958, p. 8421. 
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that there had been established an adequate system of ac
crual accounting and if the Congress chose to include the 
limitations in appropriation bills. 

The annual accrued-expenditure system, under the terms 
and provisions of H.R. 8002, would be put into effect by im
posing annual accrued-expenditure limitations on appropria
tions and funds available from prior appropriations. The 
present method of granting obligational authority would re
main the same. The adoption of this system of accrued-ex
penditure limitations would require an expenditures account
ing system in moderate addition to the present accounting 
system for controlling obligational authority which would be 
of negligible significance as compared to the tighter congres
sional budgetaiy control. 

The Congress has absolute control over expenditures by 
reason of its constitutional responsibility in the granting of 
obligational authority. Under the terms of H.R. 8002, a ma
jority of the committee feels that the Congress will have an op
portunity to exercise better control over the unexpended 
balances of appropriation, because limitations on expendi
tures of these unexpended balances wiU be made each year. 

I t is provided in the bill that the President's budget may 
include a recommendation for accrued-expenditure limita
tions after the President has determined that there exists an 
adequate and satisfactory system of accrual accounting for 
the appropriation account involved. Furthermore, the inclu
sion of such recommendations in the budget would be recom
mendations which the Congress could allow, disallow, or 
modify. 

I t is the view of the committee that it is essential that the 
Secretary of Defense be given authority to transfer the un
used portions of the limitations on annual accrued expendi
tures. Not to provide such authority could seriously en
danger the defense program. 

In his message to the Congress on April 16,1958, pertaining 
to the reorganization of the Department of Defense, the Presi
dent stated, in part, as follows: 

"* * * In my message of April 3, I stated it as funda
mental that the Secretary of Defense, as the civilian head of 
the Department of Defense, should have greater flexibility 
in money matters. The current method of providing funds 
has worked against the unity of the Department. I have di
rected that the Department s budget estimates for the 1960 
fiscal year be prepared and presented in a form to provide 
the needed flexibility. * * *" 

If limitations on annual accrued expenditures '\vere im
posed it would be just as necessary, if not more so, that the 
Secretary of Defense have a wide degree of flexibility to trans
fer, from one limitation to the other, unused portions of the 
limitations. Therefore, the committee recommends amend
ments to the bill to provide the necessary authority for such 
transfers. 

65086—61-

file://'/vere
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The language recommended by the committee is general in 
nature and would authorize the inclusion of such transfer 
provisions for any department or establishment within such 
limitations as Congress may determine in each appropriation 
bill. 

The committee desires to make it absolutely clear that the 
provisions of the bill, if enacted, will have no effect on the 
liability of the United States to contractors. The Govern
ment's liability stems from the grant of obligational authority 
and not from the limitation on annual accrued expenditures. 

Subsection (f) states specifically that there is no change in 
existing law with respect to the method or manner of making 
appropriations or the making of contracts under appropria
tions. The committee's recommended amendment to subsec
tion (d) and the elimination of subsection (e) of the House 
bill is designed to assure that where a contractor makes de
livery he will be paid under the appropriations and the 
limitation applicable to the year in which the delivery was 
made. Furthermore, it should be clearly understood that in 
the unlikely event that the limitations on annual accrued ex' 
penditures should be exceeded the liability of the Government 
ultimately to make payment is not affected. If this unlikely 
event should occur it is almost inconceivable that the further 
action required of the Congress would not be forthcoming 
in order to make the payments. However, if by some improb
able mischance this should be the case, there is a clear and un
equivocal remedy in the Court of Claims. 

Section 2 of the bill deals with changes in the rules of the 
Senate and House of Representatives. The committee has 
confined its consideration of this section to ite effect on the 
Senate rules. 

The bill as it passed the House would make it in order to 
include accrued expenditures limitations in appropriation 
bills that apply to funds previously appropriateci. The com
mittee recommends that this provision be retained. The 
committee also recommends an amendment to make it in order 
to include in any appropriation bill, provisions authorizing 
the head of a department or establishment to make transfers 
of the unused portions of the limitations on accrued expendi
tures within limitations prescribed by Congress in each 
appropriation bill. 

The House bill provides that it would be in order to in
clude in appropriation bills language relating to availability 
of appropriations of funds previously made. Thus it would 
be in order to include language to transfer, rescind, or reap
propriate funds previously appropriated or to amend limita
tion in a previous act in an appropriation bill. Such a pro
vision Would operate to amend the Senate rules in that the 
prc!;-'osed language would no longer be subjected to a point 
of order and, therefore, a simple majority rather than a two-
thirds vote would be required to consummate the proposal. 
The committee recommend? the deletion of this provision. 
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On July 31, 1958, H-R- 8002, as amended, passed the Senate, H.R. 
S002 was placed on the House Calendar, and, on August 4, 1958, 
Congressman Fasgell, of Florida, requested unanimous consent for 
the House of Representatives to concur in the Senate amendmente. 
This was objected to by Congressman Taber, of New York. 
. On August 6, 1958, Congressman O'Neill, of Massachusetts, Com
mittee on Rules, reported House Resolution 674, a resolution agreeing 
to consideration of H.R. 8002, mider a ride which prohibited further 
amendment (H. Rept. 2480, 86th Cong.). On August 14, 1958, the 
House agreed to the Senate amendments and the bill was approved by 
the President on August 25,1958, as Public Law 85-759. 

PROVISIONS o r PUBLIC LAW 85-730 

Public Law 85-759 amended section 201 of the Budget an4 Ac
counting Act of 1921 to authorize the application of the accrued 
expenditure system to all appropriations and fund accounts when 
the President determines that there has been established an adequate 
system of accrual accounting, After such determination, the Presi
dent was authorized to transmit to Congress a proposed limitation 
on annual accrued expenditures for each appropriation or fund and 
may include in his budget recommendations for authorizing the head 
of any department or establishment to make transfers within his 
department or establishment between such limitations. The limita
tion on annual accrued expenditures proposed by the President would 
not be effective unless the Congress chose to include the limitation 
in an appropriation bill for the agency concerned. 

The limitation on annual accrued expenditures was required to be 
charged with the cost of goods and services received, advance pay
ments made, progress payments becoming due, and any other liabili
ties becoming payable during the fiscal year. The unused balance of 
such limitation would lapse at the end of the year and any obligations 
incurred during the year or prior years which do not become payable 
were to be charged to a succeeding year limitation in which the obli
gation becomes payable. 

The act provided that the submission of limitations on annual 
accrued expenditures does not change existing law with respect to 
the method of making appropriations, authorizing or approving 
programs or projecte. The method of granting obligational author
ity remains the same and the granting of contract authority is not 
involved. 

Although Public Law 85-759 did not eliminate the carryover of 
appropriation balances, it does allow Congress to control their use 
by determining, through the limitation on annual accrued expendi
tures, the value of goods and services which could be received each 
year. 

Section 2 of Public Law 86-759 deals with changes in the rules of 
the Senate and House of Representatives. This section makes it in 
order to include accrued expenditures limitations in appropriations 
bills that apply to funds previously appropriated and to include in 
any appropriation bill provisions authorizing the head of a depart
ment or establishment to make transfers of the unused portions of the 
limitations on accrued expenditures within limitations prescribed by 
Congress in each appropriation bill. 
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The provisions of Public Law 85-759 expire on April 1,1962. Dur
ing this period the annual accrued expenditure system is on trial and 
the manner in which it operates will have a large bearing on whether 
this legislation will be extended. 

ADVANTAGES OF APPROPRIATIONS ON AN ANNU.AL ACCRUED EXPEND
ITURE BASIS 

I n his report, dated February 12, 1967, on S. 434 and S. 316, the 
Comptroller General strongly recommended enactment of the pro
visions and outlined some of the advantages to be gained from steting 
appropriations on an annual accrued expenditure oasis. The follow
ing extracts are taken from his report: 

The stating of appropriations on an accrued expenditure 
basis together with the fumishing of cost data to the Con
gress, as provided by Public Law 863, would provide the best 
opportunity for improved correlation of programing, budget
ing, and accounting. Congressional control of costs and ex
penditures can only be achieved by the maximum utilization 
of many tools. The stating of appropriations on an accrued 
expenditure basis can be made a very important tool for the 
Congress if effectively installed. 

* * * * * 
All of the present safeguards of consideration and control 

of totel program costs are retained under the annual accrued 
expenditure basis of stating appropriations. Indeed they are 
improved because, in addition to providing for consideration 
of the total estimated cost, this method of determining ap
propriations provides a means of direct congressional control 
over the yearly segments of planned perfonnance. I t pro
vides an orderly review by the Congress of the amount of 
funds needed in any year in relation to the year-by-year 
accomplisliments and their costs as compared to each year's 
estimated performance and estimated costs, as well as the con
tinuing needs of the progi-am in relation to current national 
and international conditions. 

There are other advantages of placing appropriations on 
an accrued expenditure basis. The annual budget surplus 
or deficit is determined on the basis of expenditures. Placing 
appropriations on the annual accrued expenditure basis is, in 
our opinion, a practical approach to a direct correlation be
tween annual appropriations and expenditures. I t veste in 
each Congress a much greater opportunity to control the level 
of operations during a particular budget year and would 
mean the elimination of the vast carryover balances now 
available for expenditure at the discretion of the executive 
agencies. The present situation conceming available bal
ances stems from the fact that congressional control through 
appropriation authorization and Budget Bureau control 
through apportionments are both exercised in terms of au
thority to obligate rather than budgeted work plans for the 
cost of goods and services estimated to be received. 



FINANCIAL MANAGEMENT IN THE FEDERAL GOVERNMENT 1 0 7 

It is inherent in the annual accrued expenditure basis of 
stating appropriations that congressional authority be 
granted for the advance planning which necessarily precedes 
the phase of operations covered in an annual accrued expen
diture budget. In the past this authority to create obliga
tions in advance of appropriations has been commonly re-

. ferred to as contract authorization. The authority to include 
requests for such contract authorizations in the budget, which 
is contained in the present section 201 of the Budget and Ac
counting Act, 1921, in view of the definition of the term "ap
propriation" contained in section 2 of that act, as amended, 
will not be abrogated by the provisions of S. 434 or S. 316. It 
is a significant fact, however, that heretofore both contract 
authorizations and subsequent appropriations were stated in 
terms of obligational authority whereas under the recommen
dations herein being considered only the initial authorization 
would be stated in terms of the broad and difficult to apply 
concept of obligations whereas annual appropriation of funds 
could be stated much more definitely in terms of accrued ex
penditures because of the time factor. The initial authority 
which may cover a forward period, sometimes as long as 5 
years or more, obviously cannot be supported with detailed 
plans. On the other hand, as those plans take shape in suc
ceeding years much more precise planning and authorizations 
are practical when stated in terms of accrued expenditures. 

• « • * • 

The determination of appropriations on an annual basis in 
terms of estimated performance during that year, i.e., the 
annual accrued expenditure basis, with concurrent authority 
to enter into contracts to insure orderly future deliveries on 
long leadtime programs, is in no way detrimental to the in-
tereste of contractors. The Government's liability to a con
tractor for a contract issued under this method of appropria
tion and subsequently canceled or terminated would be no 
different than the Government's liability in similar circum
stances under the present method of stating appropriations 
in terms of obligations. The only change required would be 
that payments to the contractor for performance each year 
would be made out of the funds appropriated by the Congress 
each year for that purpose and not out of funds appropriated 
in some past year. 

The Director of the Bureau of the Budget, in testifying before 
the committee on S. 434, submitted a prepared statement in which he 
outlined the advantages contemplated by S. 434 over the procedures 
then in effect," from which the following is quoted: 

As contrasted with present procedures, we can see many 
advantages in the practices contemplated by S. 434. I would 
like to emphasize that a major advantage of this proposal is 
the improved program conti-ol that is made available to the 
Congress and the executive branch. Under Public Law 863, 

" Hearings before the Subcommittee on Reorganization of the Committee on Govern
ment Operations, U.S. Senate, 86th Cong., on S. 316 and 8. 434» p. 53. 
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agency cost-based budget presentations will provide addi
tional and more inf orniative data for the purposes of the bud
get analysis and review. That law will also bring about 
improved planning practices and the development of more 
effective management controls in the agencies. As long as 
appropriations are continued on the obligation basis, how
ever, positive top-level control of appropriated funds so far 
as material is concerned, is in effect limited to control of the 
procurement plans of the agency. 

The use of annual accrued expenditure appropriations 
would place Congress and the executive branch in an im-
l^roved position for establishing effective monetary controls 
in the scope of a program during a given fiscal year. 

We also believe that appropriation requests on the accrued 
expenditure basis would provide a more direct relation to 
budget balance. Under this method the relationship between 
appropriations and checks issued—the basis for calculating 
the surplus or deficit—Would be much closer than is the rela
tionship under existing practice. In making appropriation 
determinations that involved consideration of the adequacy 
of agency plans for receipt and application of goods and serv
ices, the Congress would play a more positive role in the 
Government's financial planning. Arriving at the level of 
appropriations on this basis, it would be in a position to give 
more consideration to the effect of agency proposals on the 
annual surplus or deficit result for the Govemment as a 
whole. 

ACCRUED EXPENDITURE L I M I T A T I O N S I N 1 9 6 0 AND 1 9 6 1 BUDGET E L I M I 

NATED BY T H E HOUSE COMMITTEE ON APPROPRIATIONS 

In accordance with provisions of Public Law 85-759, the President 
submitted to Congress six appropriations with accrued expenditure 
limitations in his 1960 budget. 

The House Committee on Appropriations, in reporting the 1960 
appropriation bills did not include any of the six limitations recom
mended by the President. The cominittee gave the following expla
nation in its report (H, Rept. 227, 86th Cong.) on the Treasuiy and 
Post Office appropriations for 1960: 

The budget for 1960 proposes the inclusion of so-called 
annual accrued expenditure limitations on six appropriations. 
Two of those are Coast Guard appropriations carried in the 
accompanying bill. The committee haS not, however, in
cluded the proposed accrued expenditure limitations. There 
are several reasons why. 

The budget proposals for the six limitations stem from the 
requirement in Public Law 85-759 of the last session that 
whenever the President determines that a satisfactory systeni 
of accrual accounting for an appropriation has been estab
lished, he shall then propose in the budget an accompanying 
accrued expenditure limitation. That law was based on the 
biU H.R. 8002. And, in turn, at its inception, H.R. 8002 
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was based on a recommendation of the Hoover Commission. 
But the law that was finally enacted was as different from the 
original concept as day is from night. 

The original concept and bill would have made a funda
mental change in the method of stating budget estimates 
and making appropriations. The enacted version does not; 
it provides merely for the superimposition of an accrued 
expenditure limitation on an appropriation made on the 
traditional basis. 

The original concept was advanced as a method of enabling 
Congress to exercise closer control over spending. Yet the 
enacted version not only does not provide for changing 
present methods of making appropriations but actuaUy pro
vides for granting the department head authority, in the 
words of the law itself, "to make transfers, within his depart
ment or establishment, between such limitation on annual 
accrued expenditures." Where is the closer control of spend
ing by the Congress when such transfer authority is granted ? 
The budget proposed such transfer authority with respect to 
the Coast Guard. 

The original concept and bill contemplated tremendous 
reductions in unexpended carryover balances of appropria
tions. The enacted version does not. Of course, it should 
be noted that even under the original version, there would 
have been offsetting increases in unexpended carryover bal
ances because of the substitution of contract authority with 
no resultant change in overall unexpended carryover bal
ances. 

The original concept and bill mandatorily would have re
quired use of the accrued expenditure technique in appro
priation bills. The enacted version and the floor debate 
make it abundantly clear that its use in appropriation bills 
is discretionary. In thc case of the Coast Guard, the testi
mony is conclusive that— 

1. Changes would have to be made in accounting, re
porting, and related procedures; 

2. There would be added personnel and redtape with 
resulting increased costs and no returns in operating 
efficiency or economy. 

Therefore, no useful purpose whatever was given the com
mittee to justify inclusion of the limitations in the bill. * * * 

* * 4e * * 

In the case of the six appropriations to which the budget 
proposes to append an accrued expenditure limitation for 
1960, that same budget proposes that total appropriations 
in the six instances be increased in the net amount of $5 mil
lion plus and that expenditures be increased in the net amount 
of $16 million plus over the current year. 

In the opinion of the committee, the facts are conclusive 
that this proposition is an absurdity and would not save any 
money, and the committee has acted accordingly. 
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The Senate Committee on Appropriations restored one of the limi
tations for the U.S. Coast Guard appropriation (S. Rept. 305, S6th 
Cong.), which passed the Senate. However, the provision was elimi
nated in conference at the insistence of the House Members (H. Rept. 
425,86th Cong.), 

The President, in his 1961 budget to the Congress, recommended 
that accrued expenditure limitations be placed on 12 appropriations, 
in accordance with Public Law 85-759. None of the 12 limitations 
recommended in the budget were approved by the House Committee 
on Appropriations, The committee, in ite reporte, gave no reasons 
for not including the recommended limitations in the respective ap
propriation bills. As a result of this action (Public Law 86-769 ex
pires on April 1, 1962), Congress or the executive branch of the 
Government have not had an opportunity to evaluate the results of 
the accrued expenditure limitation in operation. 

OTHER BUDGET AND ACCOUNTING LEGISLATION 

In addition to the above outlined enactments, there were a number of 
amendments to existing laws, and other enactments which were de
signed to improve the financial management program of the Federal 
Government approved in the 80th through the 86th Congresses. Some 
of the more important of these are briefly outlined as follows: 

BUSINESS-TYPE BUDGET AND REVOLVING F U N D FOR THE BUREAU OF 
ENGRAVING AND PRINTING (PUBLIC LAW 81-656) 

Following enactment of the Budget and Accounting Procedures 
Act of 1950, the chairman of the Committee on Government Opera
tions directed the staff, in cooperation with the Department of the 
Treasury, the General Accounting Office, and the Bureau of the 
Budget, to develop legislation which would provide for a new method 
of budgeting, financing, accounting, and auditing for the Bureau of 
Engraving and Printing. Pursuant to this directive, a bill, S. 3653, 
was introduced by the chairman and reported favorably (S. Rept. 
1932, Slst Cong.) and was approved as Public Law 81-666 on August 
4,1960. 

The act provided for a business-type budget, a revolving fund, and 
conformed to overaU budget and accounting policies conteined in the 
Budget and Accounting Procedures Act of 1950, and was in line with 
the policies and objectives of the joint program for improving ac
counting in the Federal Govemment. 

The revolving fund was established on July 1, 1951, with capitali
zation on the basis of initial appropriation by Congress and all assets 
in custody of the Bureau, exclusive of buildings occupied, lands, and 
balances of unexpended appropriations. As a result, the operations 
of the Bureau were no longer required to be financed on the basis of 
annual appropriations except for possible working capitel additions, 
thus simplifying the appropriation pattern. 

The operations of the Bureau of Engraving and Print ing are essen
tially of an industrial and service nature, involving the production of 
currency, securities, stamps, and other classes of engraved work for 
the benefit of such agencies as the Office of the Treasurer of the United 
States, Bureau of In temal Revenue, Bureau of the Public Debt, the 
Post Office Department, the Department of Defense, Government cor-
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porations, and the Board of Governors of the Federal Reserve Sys
tem. Prior to passage of the act, about two-thirds of the work done 
for these agencies was financed by annual direct appropriations and 
the remainder by reimbursements. 

Public Law 81-666 provided benefits in several important respects 
in that it (1) facilitated management of the Bureau of Engraving 
and Printing, (2) provided the Congress with the clearest and most 
complete picture of the cost of operatmg the Bureau, and (3) resulted 
in more effective audit from the standpoint of the Congress and of 
management. The management of the Bureau was facilitated by 
making it possible to finance the procurement of material and the 
replacement of equipment at such times and under such conditions as 
would be most advantageous to the Government, and aided by having 
a financial program on a less complicated and miderstandable basis 
for the more intelligent planning and execution of the Bureau's 
program. 

REIMBURSEMENTS TO THE DEPARTMENT OF THE TREASURY FOR SERVICES 
PERFORMED FOR OTHER AGENCIES 

(PUBLIC LAW 81-688) 

The chairman of the Senate Committee on Government Operations 
in the Slst Congress introduced S. 2018 at the request of the Depart
ment of the Treasury. The bill provided basic statutory authority 
for performing certain services which had been authorized from year 
to year in appropriation acte for the Department of the Treasury. 
I t was reported favorably by the Senate (S. Rept. 897) and House 
(H. Rept. 2641) Committees on Government Operations and enacted 
as Public Law 61-688 on August 14,1950. 

The act authorized Government agencies and corporations to pay 
the Division of Disbursement and Office of the Treasurer of the United 
States, for the performance of work authorized by law in those in
stances where funds have not been appropriated directly to Depart
ment of the Treasunr to provide the services. I t also authorized the 
Department of the Treasury to credit the funds received for perform
ing the work to the appropriations which were current at the time the 
services were performed. 

REIMBURSEMENT OF DISBURSING OR ACCOUNTABLE OFFICERS 

(PUBLIC LAW 84r-334) 

Under the provisions of the act of August Ij 1947 (61 Stat. 720), the 
General Accounting Office, if it concurred with the determination of 
the department or agency head concerned, was authorized to relieve 
disbursing or other accountable officers charged with responsibility on 
account of physical loss or deficiency in funds, records, etc., if such loss 
or deficiency occurred while the officer was acting in the discharge of 
his official duties or by reason of an act or omission of a subordinate, 
and without fault or negligence on the part of such officer (31 U.S.C. 
82a- l ) . The only other recourse for relief was to have a private bill 
approved by the Congress. 

Many instances occurred where accountable officers, in whose ac-
comits deficiencies appeared, made restitution out of their own pockete 
to cover deficiencies resulting from counterfeit banknotes, bad checks. 



112 FINANCIAL MANAGEMENT IN THE FEDERAL GOVERNMENT 

petty thefte by subordinates, and other physical losses, although they 
were not personally or officially at fault and were otherwise entitled 
to relief from responsibility under the provisions of the 1947 act. 

However, an accountable officer who had personally covered a short
age in his official accounte could apply to the General Accoimting 
Office, through his own agency head, for relief under the provisions of 
the act. In a decision rendered on January 27, 1948 (B-71073), the 
Comptroller General held that although the act authorized relief of 
responsibility on account of a deficiency in Government funds in a 
proper case, ohce restitution was made by or on behalf of the account
able officer no deficiency existed in the account for which relief under 
the act could be granted, nor was there any appropriation available 
from which reimbursement Could be made (27 Comp. Gen. 404). 

S. 1806 was introduced by the chairman of the Senate Cominittee 
on Government Operations on April 26, 1955, to remove this existing 
inequity and eliminate the need for submission to the Congress of 
large numbers of private bills for the relief of disbursing officers. 
The Comptroller General and the Department of the Treasury pro
posed several amendmente designed to clarify the application of the 
provisions of S. 1806 and to provide legal authority for the clearance 
of accomite of officers to whom relief is granted. Upon completion 
of preliminary action on S. 1806, and consideration of the proposed 
amendmente, a copy of the bill, together with the amendmente, was 
made available to the House Committee on Government Operations, 
which proceeded to report favorably a revised bill, H.R. 7035, on 
June 29, 1956 (H. Rept. 997). This bill which embodied the major 
amendments agreed to by the Senate Committee on Government 
Operations passed the House of Representatives on July 18,1965, was 
reported on July 28 (S. Rept. 1186) and became Public Law 84-334 
on August 9,1955. 

The act authorized the Comptroller General to reimburse any dis
bursing or accountable officer of the Federal Government for paymente 
made by him or in his behalf in restitution of a physical loss or defi
ciency in his account, if such loss or deficiency occurred without fault 
or negligence on his part, and such reimbursement is recommended by 
the department Or agency head concerned. 

PERMANENT AUTHORITY FOR THE RELIEF OF DISBURSING OFFICERS 

(PUBLIC LAW 84-365) 

Prior to the enactment of Public Law 84^365, approved August 11, 
1955, the General Accounting Office was authorized to relieve a dis
bursing officer, in a proper case, only for a physical loss or deficiency 
in his account, if such loss Or deficiency occurred while the officer Was 
acting in the discharge of his official duties, or by reason of an act or 
omission of a subordinate, without fault or negligence on his part. 
The Comptroller General was provided with similar authority with 
respect to Army disbursing officers by the act of December 13, 1941 
(31 U.S.C. 95a), and with respect to Navy disbursing officers by the 
act of July 11, 1919 (31 U.S.C. 106). Each of these statutes, how
ever, vested in the respective service Secretary authority to determine 
whether such loss occurred in the line of duty and without fault or 
negligence on the part of such officer, and made such determination 
conclusive upon the General Accounting Office. 
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However, the then existing law provided no authority for the relief 
of a disbursing officer who sustained losses or deficiencies in his ac
counts as a result of illegal, improper, or incorrect payments incurred 
in the line of duty and without fault or negligence on his part. Thus, 
the only method of obtaining relief for such officers was through the 
enactment of private relief legislation. Furthermore, there was no 
permanent authority to clear the accounts of disbursing officers to 
whom such relief had been granted, and there was need for a perma
nent and uniform method of relieving disbursing officers of the De
partment of Defense of liability arising out of physical losses and 
deficiencies incurred in the line of duty and not the result of bad faith 
or lack of due care on the part of such officers. 

As a result of this. Senator John L. McClellan, chairman of the 
Committee on Government Operations, introduced a draft biU, S. 1927, 
on May 11, 1956, which proposed to (1) establish a permanent 
and uniform method for relieving disbursing officers of the Army, 
Navy, Air Force, and Marine Corps for illegal, improper, or incorrect 
payment without fault or negligence on their part and (2) to amend 
existing law relative to the relief of Army and Navy disbursing offi
cers for physical losses and deficiencies in their accounts, without fault 
or negligence on their part, so as to include in one section of the law 
uniform relief for all disbursing officers of the military departments. 

The committee staff, together with representatives of the legislative 
counsel of the Senate, the Comptroller General, the Treasuiy Depart
ment, the Bureau of the Budget, and the Department of Defense, con
ferred at length with respect to redrafting the bill in such a manner as 
to cover all of the requireinents. A revised bill, embodying all of these 
proposals, was prepared for committee action, and a copy of the revi
sion was made available to the House Committee on Government Op
erations. On June 29, the House committee reported favorably H.R. 
7034 (H. Rept. 966, 84th Cong.), which embodied all of the amend
mente worked out by the Senate Committee on Government Opera
tions, and which was identical in every respect to the substitute 
amendment to S. 1927. H.R. 7034 was substituted for S. 1927, as re
drafted, reported favorably (S. Rept. 1185, 84th Cong.), and became 
Public Law 366 on August 11,1955. 

The act gave permanent authority to the Comptroller General of 
the United States, or his designee, to relieve a disbursing officer of 
accountability and responsibility, and to allow credit in his official 
disbursing accounts for a deficiency when it has been determined that 
such payments were not the result of bad faith or lack of due care on 
the part of such disbursing officer for whom relief is sought. I t 
includes a permanent and uniform method for the relief of disbursing 
officers of tbe military departments whose accounts reflect physical 
losses or deficiencies not due to fault or negligence on their part. I t 
further provides authority for the reimbursement of amounts paid by 
or on behalf of military department disbursing officers in restitution 
of physical losses or deficiencies in their accounts not due to fault or 
negligence on. their part. The Comptroller General was authorized to 
deny relief in any case in which he determines that the department 
concerned has not diligently pursued collection action in accordance 
with procedures prescribed by the Comptroller General. 
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B O N D I N G OF FEDERAL E M P L O Y E E S 

(PUBLIC LAW S4r-323) 

As far back as 1909, a Fidelity Bond Joint Commission was estab
lished by Congress to investigate the possibility of utilizing the serv
ices of private surety and bonding companies for bonding Federal 
employees. The Commission recommended that there be established 
a fidelity bonding fund in the Treasury Depaitment^ supported by 
employee contributions, to give more complete protection to the Gov
ernment at less cost. The House voted the fund provision but it was 
eliminated in the Senate. 

Down through the years various modifications of that proposal have 
been introduced in Congress; some of them have been patterned along 
lines similar to an act of 1937 which established a very successful re
volving fund in the Treasury Department for payment of Government 
losses in the shipment of valuables. Other bills have called for the 
Government's carrying its own insurance either at Government or 
einployee expense. 

I n 1949, three bills dealing with this subject were introduced in 
the Senate and referred to the Committee on Govemment Operations. 
These bills, representing three separate approaches toward the same 
general objective, provided that : (1) S. 193 (Downey) proposed Fed
eral payment of premiums on individual fidelity bonds of Government 
employees; (2) S. 1692 (Holland) a Government fidelity trust fund, 
to be maintained at Government expense; and (3) S. 1997 (McCar
ran) a Government fidelity trust fundj to be maintained by employee 
contributions. In addition, another bill, S. 2516, providing a fidelity 
trust fund with relation to the Post Office Department alone, was 
referred to the Committee on Post Office and Civil Service. 

These proposals were the result of much agitation in this area over 
the years, which prompted two identical Hoover Commission rec
ommendations (No. 10 in its report on the Treasuiy Department and 
No. 13 in its report on budgeting and accounting) calling for a study 
of fidelity bonds being purchased by Government employees. 

At the time the Senate Committee on Government Operations was 
considering these bUls, some 560,000 permanent bonded Govemment 
officials, and about as many more temporary employees, paid average 
amiual fidelity bond premiums of $ 1 % million during each of the 6 
years ending in 1947. I n contrast, net losses incurred added up to 
only one-quarter of a mUlion dollars a year, or only 14 percent of 
amiual premium paymente. The latter total represented losses paid 
to the Govemment by the fidelity companies, plus their administrative 
expenses in handling claims and salvage. Additional data covering 
both past legislative history and financiai developments are presented 
on pages 250 to 258 of Senate Report 1158, Slst Congress, entitled 
"Progress on Hoover Commission Reports," issued by the Senate 
Committee on Govemment Operations on October 12, 1949. 

Hearings on the three Senate bills were held by a special subcom
mittee, of which Senator Hoey was chairman, on February 24, 1950, 
at which the Association of Casualty & Surety Cos. submitted a new 
plan of bonding Federal employees under blanket fidelity insurance 
policies. 

Meanwhile the House Committee on Expenditures conducted hear
ings in March and May 1950, supplemented by extensive staff work 
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with Government officials and representatives of the insurance com
panies, in an effort to evolve a plan of less expensive fidelity bonds. 
As a result, that committee formulated a substitute bill, H.R. 8706, 
providing that the Government purchase blanket bonds through the 
fidelity companies and that employees be relieved of the cost thereof. 
This bill passed the House on July 17, 1950, and was referred to this 
coramittee. Further hearings were held on this bill (H.R. 8706) and 
related bills on August 9,1950, by the subcommittee. 

After an extended study and analysis of the subcommittee's recom
mendations, the full committee voted to postpone action indefinitely 
for three primary reasons: (1) An estimated annual cost of over $1 
million for the proposed new program would violate the announced 
policy of Congress of making all possible reductions in nondefense 
expenditures during the existing emergency; (2) removal of the pres
ent requirement that Federal employees pay the small premiums on 
their own fidelity bonds might seriously weaken personal deterrents 
against defalcations; and (3) the Committees on Post Office and Civil 
Service had indicated an interest in developing a program pursuant 
to their oversight jurisdiction. 

In the 82d Congress, a new bill was introduced in the Senate 
(S. 2887), and referred to the Committee on Government Operations. 
I t proposed to authorize officials in the legislative and judicial 
branches of the Government to obtain surety bonds covering those 
employees who were required to be bonded, with the premiums on 
such bonds to be paid from Government fnuds. The identical fidelity 
bond provisions of S. 2887 were also incorporated in other bills 
(S. 1160 and H.R. 3313) providing for the reorganization of the De
partment of the Treasury. 

I t was not until the 84th Congress, however, that any specific legis
lative action was taken. In 1954, the Internal Revenue Code of 1954, 
was amended (sec. 7803(c)) to authorize the Internal Revenue 
Service to purchase bonds for its employees. Also, during the 84th 
Congress, the House of Representatives passed a bUl, H.R. 4778, to 
provide for the purchase of bonds to cover postmasters, officers, and 
employees of the Post Office Department and mail clerks of the Armed 
Forces, which was referred to the Senate Post Office and Civil Service 
Committee. H.R. 4778 was reported favorably, with an amendment, 
by the Senate Committee on Post Office and Civil Service, substituting 
language to include all officers and employees of the Government who 
were required by law to be bonded. (S. Rept. 827.) 

The conference reported a revised substitute (H. Rept. 1568, 84th 
Cong.) which provided for (1) the mandatoiy purchase of surety 
bonds to cover civUian officers and employees and mUitary personnel 
of each department and independent establishment in the executive 
branch of the Federal Government (not including the govemment 
of the District of Columbia) who are required to be bonded by law 
or by administrative decision, (2) the discretionary purchase of surety 
bonds to cover those officers and employees in the legislative and 
judicial branches of the Federal Government with respect to whom 
the appropriate officials of the legislative and judicial deem it advisa
ble to require the purchase of surety bonds, (3) the payment of any 
bond premium to cover a period of not in excess of 2 years, and (4) 
for the Secretary of the Treasury to report to Congress on the opera
tions of the bond program from the preceding fiscal year on or before 
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October 1 of each year, such reporte to be referred to the Committees 
on Post Office and Civil Service of each House. The conference re
port was accepted by both Houses and the bill was approved by the 
President as Public Law 84-323 on August 9,1955 (69 Stat. 618). 

The act authorized Government agencies to procure blanket or 
other types of surety bonds, as may be appropriate, covering em
ployees required by law or administrative regulations to be bonded, 
and to pay the premiums thereon from Government funds. 

The effects of this legislation and regulations can be measured by a 
few examples of savings which disclose the following: 

{a) The first year's premium cost to the Government of bonds 
purchased under the provisions of Public Law 84-323 was 
$685,166. Since the majority of the bonds are for 2 years, how
ever, the annual premium cost is estimated not to exceed $300,000. 
The premiums paid by the employees immediately before the new 
bonding arrangements went into effect was at the rate of about 
$1,700,000 a year. 

{b) The aggregate penal sums of bonds procured under the 
new act is estimated at $3,280 million, aS compared to the ag
gregate bond coverage prior to enactment of $1,997 million. 

{c) Administrative costs of the Government to maintain rec
ords and process the individual bonds prior to the passage of 
Public Law 84-323 was estimated at approximately $500,000 a 
year. Under the new bonding arrangements, the Government's 
administrative cost is reported to aggregate about $75,000 a 
year. 

In summary, the penal amount of bonds indemnifying the Govern
ment has been increased from about $2 billion to about $3.3 billion, 
affording over 50 percent greater protection to the Govemment. At 
the same time. Government employees save $1,700,000 a year in bond 
premiums and the Government saves over $100,000 a year when the 
annual rate of premium costs to the Government and the cost of ad
ministering bonds under the new act are compared to the cost of ad
ministering individual employee bonds under previous bonding ar
rangements. 

SIMPLIFIED PROCEDURES FOR HANDLING GOVERNMENT CHECKS 

(PuSLlo LAW 85-183) 

The chairman of the Senate Committee on Government Operations, 
pursuant to recommendations of the Department of the Treasury, 
in cooperation with the Bureau of the Budget and the General Ac
counting Office, introduced a bill (S. 1799, 85th Cong.) as a par t of 
the joint accounting program. 

The biU provided for the modemization of the legal requirements 
relating to the payment of Government checks, issuance of substitute 
checks for lost or destroyed checks, and accounting procedures related 
to check transactions. The bill was reported on June 3,1967 (S. Rept. 
397), and passed the Senate on June 6, 1967. I t was amended by the 
House and approved by the President as Public Law 85-183 on 
August 28, 1957. _ 

Pursuant to this new law, procedures designed to simplify check-
accounting operations and the issuance of substitute checks were de
veloped and put into Operation. I t also made possible the institution 
of new proceaures relating to the accounting and control of unclaimed 



FINANCIAL MANAGEMENT IN THE FEDERAL GOVERNMENT 117 

Government checks. Under previous procedures, these miclaimed 
checks were held indefinitely by the Government awaiting location of 
the payee. 

New procedures were developed under which current and future un
deliverable checks are held by the agencies or their disbursing officers 
for a specified limited period during which every reasonable effort 
is made to locate the payees. If these efforts are not successful, the 
checks are withdrawn and the amounte restored to the accounts of 
the responsible agency as impaid liabilities. 

PROPOSAL TO P A Y FEDERAL SALARIES DIRECT TO BANKS 

During 1958, the staff of the Committee on Government Opera
tions completed a study of a proposal to pay Government employees 
by crediting the bank accounte of the employees at the end of each 
pay period with the amount of salary due (staff memorandum No. 
85-2-14, May 1, 1958). The proposal was discussed with officials of 
the Department of the Treasury, Department of Defense, the finan
cial clerk of the Senate, representatives of the General Accounting 
Office, and other individuals who were in a position to be helped in 
evaluating the plan. Briefly, the plan, as outlined in the staff report, 
would work as follows: 

Each employee who maintains a checking or savings ac
count in a local bank would sign a statement or power of at
torney authorizing the check issuing office to forward the 
amount due him to a bank of his choice, together with such 
amounts due other employees who had an account at the 
same bank. The bank would then credit the amount received 
to the individual employee's account, and avoid the issuance 
of separate checks to each employee. 

With certain exceptions, all salaries, niilitary pay, annui
ties, veterans' and social security benefits, compensation, 
emergency and unemployment relief, as well as vendors' and 
suppliers' invoices, would be paid in each community by 
members of the deposit-insured banking system, or through 
equivalent agencies. In other words, instead of issuing mil
lions of checks each month, only a limited number of checks 
would be issued payable directly to the designated banks for 
credit to the account of the named beneficiaries or suppliers. 

Each employee who is now paid by check would provide 
the Treasury or his disbursing officer with the name of his 
bank. When payday came, the designated bank would re
ceive a lump-sum check equal to the combined salaries of its 
Govemment worker depositors. Then the bank, in turn, 
would credit the proper amount to the account of each em
ployee. This would reduce the number of checks issued and 
it is contended would effect a substantial savings in enve
lopes, postage, handling costs, and administrative expenses. 

The proponente of this plan claim that, once instaUed, 
the proposed system will provide continuity and automatic 
performance of the paying functions with a measure of pro
tection against fraud not attainable under the present system, 
and reduce the manpower requirement needed to make the 
present system work, as well as eliminate unnecessary paper-
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work. I t is further contended that the system can be instaUed 
and operated without disturbing the continuity of payment, 
without creating a new Govemment agency, and with a re
duction in payroll employees. 

In conducting ite study the staff leamed that the payroll plan had 
been presented to several departments and agencies of the Govern
ment and to a number of coinmittees of the Congress, without con
vincing evidence that substantial savings or improvemente would be 
attained, and that not a single agency had made a pilot installation 
or trial run to ascertain its feasibility. I n view of the many im
ponderables, changes in accounting, delegations in responsibility for 
delivery and cashing of Government checks, some of which would 
require changes in law, and other considerations, serious doubt existed 
as to the feasibility of the proposal. The staff recommended that be
fore the plan was adopted, the Bureau of the Budget (in cooperation 
with the head of the agency) should be requested to send out ques-
tiomiaires to obtain the information necessary to develop factual 
answers to the following: 

(1) The actual percentage of employees who would desire 
to participate in the plan; 

(2) The names and locations of banks that would handle 
the accounte of the participating employees and the number 
of accounts to be carried in each bank; 

(3) Whether such banks would agree to the plan and, if 
so, the amount of fees or service charges, if any, which 
would be levied by the banks; 

(4) If fees or service charges would be levied by the banks, 
whether the participating employees would agree to bear the 
costs of such fees or service charges; and 

(5) The amount of estimated net savings, or additional 
costs, as the case may be, which would accrue in the adminis
trative agency, the disbursing office, and the Office of the 
Treasurer of the United States if the plan were adopted. 

In 1969, the Comptroller General took under advisement regula
tions of the Air Force which provided for issuing Govemment checks, 
covering salary paymente of civilian employees, in favor of banks for 
deposit to the individual accounts of employees concemed, rather 
than issuing checks to each employee at the Air Force Accounting and 
Finance Center, Denver, Colo. On November 12, 1959, the Comp
troller General issued a decision (B-141026) to the Secretary of the 
Air Force citing the applicable laws relating to the subject matter 
and concluded by ruling as follows: 

Accordingly, it must be held that the procedure set forth 
in Air Force Manual 173-60, paragraph 70401.1, for issuing 
Government checks, covering salary paymente of civUian 
employees, in favor of banks, for deposit to the individual 
accounts of employees concemed, rather than issuing checks 
to each of the individual employees is in contravention of the 
law. Therefore, the practice of the disbursing officer of the 
Air Force Accounting and Finance Center, Denver, Colo., 
of issuing a single check to a bank each pay period when a 
sufficient number of civilian employees request that their 
salary checks be mailed to such bank for deposit should be 
discontinued. 



PART V. IMPROVEMENTS IN BUDGETING AND 
ACCOUNTING, GOVERNMENT-WIDE, 1948-60 

At the request of Senator McClellan, chairman of the Committee 
on Government Operations, representatives of the General Accounting 
Office, the Department of the Treasury, and the Bureau of the Budget, 
representing the joint financial management improvement program, 
compiled the following information on the status and activities of 
the program for inclusion in this report. 

GENERAL 

Budget and accounting improvemente fall into two categories— 
those which relate broadly over the entire Government and those 
which relate specifically to individual executive agencies. The broad 
or Government-wide improvemente are best evidenced by actions 
taken by the central agencies responsible for prescribing budget, ac
counting, and related requirements to be observed by the administra
tive agencies. The other improvemente are evidenced by the actions 
taken by the executive agencies to improve their own intemal financial 
management practices within the framework of applicable laws en
acted by the Congress and the regulations issued by the central 
agencies. 

The Government-wide responsibilities in accounting and budgeting 
may be summarized as: 

General Accov/nting Office.—Responsible for prescribing the 
accounting principles, standards, and related requirements to be 
observed uiroughout the Govemment; cooperates with the execu
tive agencies in the development of their accounting systems; and 
reviews the accounting systems of the executive agencies from 
time to time and reports thereon. The accounting systems of the 
executive agencies must be approved by the Comptroller Gen
eral. I n addition, to the extent he deems necessary, the Comp
troller General has authority to prescribe the forms, systems, and 
procedures for administrative appropriation and fund accounting 
in the several departments and establishments. 

Other responsibilities, affecting accounting and budgeting 
practices throughout the Government in significant degrees, in
clude audit of the financial transactions of each executive, legis
lative, and judicial agency; settlement of the accounts of account
able officers; and settlement of claims by and against the United 
States. 

Treasury Department.—Responsible for preparing Govern
ment-wide reports covering the results of the financial operations 
of the Government, and responsible for maintaining a system of 
central accounts that will provide a basis for consolidation of 
accounting resulte of other executive agencies with those of the 
Treasury Department. As a par ' of its total fiscal responsibili-
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ties, prescribes, with the approval of the Comptroller General, 
forms, procedures, and reporte to be observed in the fiscal proc
esses throughout the Government. 

Bureau of the Budget.—^Responsible for assisting the Presi
dent in the preparation and administration of the Federal budget, 
and in the development of improved plans for organization, co
ordination, and management of the executive branch. 

These central or Government-wide responsibilities in accounting, 
budgeting, and reporting in many respects are interrelated. The 
accounting maintained throughout the Government must be used in 
developing and controlling the budget and in accumulating data 
needed in Government-wide reports. The Government-wide 
budgetary and central reporting requirements, by the same token, 
impose conditions on the type of accounts and accounting procedures 
to be maintained by the several agencies. Because of this interrela
tion of responsibilities, the joint financial management improvement 
program was established to provide a vehicle by which the individual 
statutory responsibilities in Government financial management matters 
could be discharged on a coordinated basis. 

Improvements accomplished during the period 1948-60 in the prac
tices and requirements of the three central agencies in discharging 
their Government-wide accounting, budgeting, and related responsi
bilities follow. 

GENERAL ACCOUNTING OFFICE 

ACCOUNTING RESPONSIBILITIES 

Prior to 1948 the General Accounting Office devoted a good part of 
its accounting effort to the maintenance of appropriation, expenditure, 
limitation, receipt, and personal ledger accounts which, in fact, dupli
cated bookkeeping performed by the Treasury Department and op
erating agencies. Under authority granted in the Budget and 
Accounting Procedures Act of 1950 and the Post Office Financial 
Control Act of 1950, these duplicating bookkeeping functions were 
promptly abolished. The General Accounting Office is no longer a 
bookkeeping office. 

The boolikeeping is now performed at the locations where it is 
necessary and appropriate—the Treasury Department and each indi
vidual operating agency. To assure adequate central and agency 
accounting systems, the General Accounting Office (1) prescribes 
accomiting principles, standards, and related requirements to be ob
served by the agencies, (2) assists the agencies (including the Treas
ury Department with respect to the central accounting system) in 
their development of accounting systems, and (3) reviews and ap
proves the adequacy and conformity of such systems to prescribed 
principles. 

Accounting principles, standards, and related requirements to be 
observed by the agencies, consistent with the budget and accounting 
legislation enacted by the Congress, have been prescribed by the 
Comptroller General. These issuances are contained in chapters 1100 
and 1200 of title 2 and chapter 3000 of title 6 of the "General Account
ing Office Policy and Procedures Manual for Guidance of Federal 
Agencies." The principles and standards were developed by t lu 
General Accounting Office in collaboration with the agencies, tlie 
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Treasury Department, and the Bureau of the Budget under the joint 
financial management improvement program. Revisions and addi
tions to these accounting principles and standards will be prescribed 
from time to time on the basis of experience with the agencies and 
developments in financial management. 

The General Accounting Office assists the several agencies in their 
development of accounting systems as a part of the continuous per
formance of its responsibilities in accounting and auditing by staff's 
located at the various agencies. These staffs work with the agencies 
in the solving of technical problems and requirements, and review the 
accounting systems of the agencies in connection with the compre
hensive audits made by them. I n addition, as required, the General 
Accounting Office provides staff for joint projects with agency and 
Bureau of the Budget personnel to isolate the problems and develop 
programs for improved financial management systems in particular 
agencies. This type of intensive effort has occurred several times in 
the past and, at the present time, joint projects of this nature are being 
conducted in connection with the financial operations of the Depart
ment of State and the Department of Defense. 

As of Jmie 30, 1960, the Comptroller General had approved com
plete accounting systems of 39 major subdivisions of Cabinet depart
ments or of independent agencies or other executive offices. Since 
some of these 39 systems were approved prior to enactment of Public 
Law 84^863 (which requires the use of accrual accounting and cost-
based budgeting by the agencies), they must be reexamined in relation 
to the requirements of that law. The accounting systems of the ma
jority of the agencies have not as yet been approved by the Comptroller 
General—principally because they have not been developed to the 
point where the agencies have been ready to request such approval. 

EXPANSIONS OP COMPREHENSIVE AUDITS 

The audit function of the Office, with which the accounting function 
is integrated, has likewise been modernized. Prior to 1948 the Gen
eral Accounting Office discharged its audit responsibilities principally 
by "desk audit" of financial documents shipped to the General Ac
counting Office by the agencies. The practical result of these desk 
audits was determination of the legality of receipt and expenditure 
transactions in relation to applicable laws. While this type of audit 
resulted in the recovery of substantial amounts of funds improperly 
expended, it was only incidentally conducive to an analysis of the 
effectiveness and economy of the management of the agencies. 

Based on experience gained in making audits at the site of opera
tions of Government corporations in accordance with the principles 
and standards applicable to commercial corporate transactions, as 
provided in the Government Corporation Control Act of 1945, the 
General Accounting Office expanded comprehensive audits at the site 
of operations of other agencies to replace the desk audit of documents. 
This improved method of site audit on a comprehensive basis was 
authorized in the Budget and Accounting Procedures Act of 1950 and 
have been progressively extended throughout the Government. Re
sults have been (1) more complete and useful audit services for the 
Congress and agency management and (2) substantial reductions in 
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the number of the audit personnel of the General Accounting Office, 
particularly in the clerical or nonprofessional grades. 

This modernization of the audit methods of the General Accounting 
Office has resulted in a very substantial reduction in redtape proce
dures in the processing of accounting documents without any dimi
nution of congressional control and surveillance, in increased oppor
tunity of the General Accounting Office to observe accounting de
ficiencies of the agencies, and in the increased availability of General 
Accounting Office personnel to work with the agencies in developing 
the systems and procedures necessary to overcome these deficiencies. 

The progress that has been made in auditing the financial transac
tions and activities of the Federal Government is presented in the 
committee's report of February 23, 1956, entitled "Review of Audit 
Reporte of the ComptroUer General" (S. Rept. 1572,84th Cong.). As 
reported therein, the audit reports submitted by the Comptroller 
General to the Congress have expanded substantially in scope of cov
erage and number of reports each year. The continuity of this prog
ress is shown by the fact that while 56 audit reports were submitted 
to the 80th Congress, 227 reports on audite or investigations were sub
mitted to the Congress or its committees during fiscal year 1960. An 
additional^ 561 reports were addressed to officials of the departments 
and agencies during that fiscal year, copies of which in many cases 
were furnished to congressional committees or to interested Members 
of Congress. 

ADDITIONAL IMPROVEMENTS 

Inherent in the activities of the General Accounting Office during 
the last 10 years to obtain more economical and effective financial 
management organizations and methods throughout the Government 
was that Office's readiness to consolidate, streamline, or abolish func
tions performed by it. An example was the development of an elec
tronic data processing system in the Treasury Department which in
tegrates the check payment and reconciliation processes. Prior to 
the development of this system, the check payment function was per
formed by the Treasury Department and the detailed operations in
volving check reconciliation were performed by the General Account
ing Oifice. Under the new system, the check payment and reconcilia
tion are performed by the Office of the Treasurer of the United States 
and the General Accounting Office makes test audits at the site of the 
operations. The new system was developed jointly by the General 
Accounting Office, the Treasury Department, and the Bureau of the 
Budget, i t has resulted in annual cost reductions of over $1,900,000 
in the General Accounting Office and $1,400,000 in the Federal Re
serve System with an increase of less than $400,000 annuaUy in the 
Treasury Department. The overall savings from this improvement 
is about $3 million per year. 

Another example is the action taken by the General Accounting 
Office following the enactment of Public Law 84-798, approved July 
25,1956. This act provides that (1) agencies which incurred obliga
tions would be responsible for liquidating such obligations without 
preliminary review by the General Accounting Office unless doubtful 
questions of law or fact were involved, and (2) unpaid obligations 
would be under agency accounting control as long as tney were legally 
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due and payable. As a result, there has been a substantial decrease in 
the number of routine cases referred to the General Accounting Office 
for settlement as claims and the Office was able to release or reassign 
to more important work personnel costing $600,000 a year; agencies 
were able to pay creditors more promptly, and an unmeasured savings 
has accrued to the agencies in the reduction of paperwork and process
ing of routine bills. 

In addition to these improvements in the organization and methods 
of the General Accounting Office during the period from 1948 to the 
present, the Office worked with the Bureau of the Budget,_the Treas
ury Department, and the several administrative agencies in develop
ing improved accounting, budgeting, financial reporting, intemal 
auditing, and other financial management methods in the agencies and 
for the Goverment as a whole. These improvements were developed 
under the joint and cooperative working relationships of the joint 
financial management improvement program. 

REDUCED COSTS 

As a result of the many improvemente in the organization and 
methods of the General Accounting Office since 1948, there is more 
comprehensive and effective coverage of the responsilsilities of that 
Office with the employment of less personnel. At June 30, 1958, 
GAO had 2,967 on the rolls engaged in accounting, auditing, and in
vestigative activities (exclusive of those engaged in transportetion 
audit work) as compared with 6,612 at June 30, 1948—a decrease of 
3,645, or 55.1 percent, during the 10-year period. 

Expenditures for these activities declined from $23,868,512 in fiscal 
year 1948 to $22,427,606 in fiscal year 1958, a reduction of $1,440,906, 
Or about 6 percent, as foUows: 

Personal services -_-, ._ . 
Travel 
Employer's contribution to— 

f^lvil pRrvicR rf̂ tlreTTient fupd ,. 

TotaL 

Fiscal year 

194S 

$22,801,270 
319,670 

747, 672 

23,868,512 

1958 

$18,938,617 
1,651,402 

69,017 
1,160,692 

617,878 

22,427,600 

Dlflerence 

-$3,862,653 
4-1,331,732 

•f 59,017 
+1,160,692 

-129,694 

-1,440,900 

The decrease of $1,440,906 in expenditures is not a complete measure 
of the savings made by the General Accounting Office in its accounting, 
auditing, and investigative activities as the result of improved methods 
of operation. During the period since 1948 there have been increases 
in salary and per diem travel expense rates, and agency contributions 
to employees' group life insurance and retirement funds by the agen
cies were started during that period. General Accounting Office 
absorbed these price level increases in addition to reducing its annual 
expenditures by $1,440,906. A comparison of the 1948 costs, and the 
1958 costej with 1948 adjusted to 1958 price levels, discloses a cost 
reduction in excess of $12 million. 
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TREASURY DEPARTMENT 

ORGANIZATION CHANGES 

1. Establishment of the Fiscal Service.—^To coordinate the fiscal 
activities in the Treasury Department, the Fiscal Service was estab
lished in 1940 by Reorganization Plan I I I . The Fiscal Service is 
headed by the Fiscal Assista-nt Secretary of the Treasury and includes 
the Office of the Fiscal Assistant Secretary, the Bureau of Accounts, 
the Bureau of Public Debt and the Treasurer's Office. 

2. Bureau of Accounts.—^As a part of the general plan for reorganiz
ing the system of central accounting and reporting pursuant to the 
Budget and Accounting Procedures Act of 1950, the Bureau of Ac
counts was reorganized in 1953. Existing central accounting and 
reporting functions, including those of the Division of Disbursement, 
were concentrated in a Division of Central Accounts and a Division 
of Central Reports, and a new departmental Internal Audit Division 
was established. 

3. Establishment of Division of Disbursement.—Prior to 1933, each 
agency had its own disbursing offices. In the interest of economy and 
efficiency, the Division of Disbursement was established pursuant to 
Executive Order No. 6166 dated June 10, 1933, and was placed in the 
Bureau of Accounte, as the central disbursing agency of the Gov
ernment. 

CENTRAL ACCOUNTING 

1. Legal Basis.—Prior to 1950 the central accounting system rested 
largely on the act of September 2,1789, establishing the Treasury De
partment and the Dockery Act of July 31,1894, which reorganized the 
Treasury accounting organization. The Budget and Accounting Act 
of June 10,1921, provided a budget system and an independent audit
ing agency, but left the central accounting and reporting system very 
much as it was. As time went on it became more and more apparent 
that the legal basis for the central accounting and reporting system 
needed revision, and that the warrant system of covering money into 
the Treasury and withdrawing it therefrom imposed by the old laws 
could be improved and simplified both as a medium for control of funds 
provided by the Congress and as a basis for reports on receipts and 
expenditures and status of funds. 

In part to meet tliis situation, the Budget and Accounting Proce
dures Act of 1950, approved September 12, 1950, was enacted. This 
act provided the basis for much of the subsequent work of improve
ment in the area of central accounting and reporting. Among other 
provisions, the act authorized the Secretary of the Treasury to reor
ganize the central accounting and reporting organization and proce
dures, and authorized the Secretary ofthe Treasury and the Comptrol
ler General of the United States to waive requirements of law requir
ing preparation of requisitions and issuances of warrants in connection 
with the receipt and disbursement of public money. The Secretary 
and the Comptroller General were also given authority to have dis
bursing officers draw directly on the general account of the Treasurer 
of the United States. 
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2. Modification of warrant proced/ures.—Four joint regulations were 
issued by the Secretary of the Treasury and the Comptroller General 
of the United States between 1950 and 1955, which eliminated the use 
of warrants in connection with covering money into the Treasury and 
the use of requisitions and warrants for advancing funds to disbursing 
officers. These actions had the widespread effect of simplifying a large 
variety of accounting processes and reducing paperwork throughout 
the Govemment. The elimination of rigid central fiscal requirements 
which the warrant system had imposed on the operating agencies 
played an important part in establishing a general framework for 
modernization of accounting systems in the operating agencies them
selves. 

3. Change in basis of central accoit/nts.—A. new system of central 
aecoimts was installed, providing, for the first time, an accounting for 
all of the Government's cash assets and liabilities, to which receipts 
and expenditures and the Treasury's cash operations are directly 
related, including checks outstanding, deposits in transit and cash held 
for authorized purposes by Government disbursing and collecting offi
cers and the Treasurer of the United States. Accounts for these cash 
assets and liabilities, together with other cash accounts maintained 
centrally, provide the basis for tie-in with the accounts of the Treas
urer of the United States, disbursing officers, and other Government 
agencies. The new system reflects expenditures and appropriation 
balances on a checks-issued basis, obtained from monthly statements 
of disbursing officers prepared for audit purposes. Receipts are 
entered in the central accounts on the basis of collections or deposits 
reported in statements rendered by disbursing and collecting officers 
monthly for audit. Previously receipte were given effect in the 
central accounts only after advice of deposit was received through 
banking channels and the Office of the Treasurer of the United States 
and the issuance of covering warrants, 

4. Change in basis of disbursing officers' accoum,tability.—Before the 
changes under the Budget and Accounting Procedures Act of 1960, 
disbursing officers were required to maintain accounts showing 
amounts advanced to them by warrant and the undisbursed balance ot 
advances by individual appropriation, and rendered their accounts for 
audit accordingly. The disoursing officer is now responsible for 
payments made and the proper disposition of cash received either for 
making cash payments or for deposit in the Treasury. I n the accounts 
he renders monthly he must support payments by vouchers duly cer
tified by the administrative agency having control of the appropria
tion. The administrative agency is solely responsible for seeing that 
vouchers are not certified in excess of available funds. All collections 
must be supported by evidence of deposit in Treasury, or to the extent 
collections are undeposited, by cash on hand. The documentation used 
in rendering accounts has been improved to facilitate preparation and 
use for central accounting and other purposes. The essence of the 
change made is that disbursing officers are held accountable simply for 
the transactions they consummate whereas formerly they were held 
accountable for balances of appropriations and funds, a responsibility 
which they shared with administrative agencies. 
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6. Reduction of appropriation accounts.—Formerly, there were four 
sets of appropriation accounts in the Government: (1) Those collec
tively maintained by agencies to which appropriations are made which 
reflected all transactions in detail; (2) those collectively maintained 
by disbursing officers which reflected advances to them by warrant 
and undisbursed balances of advances; (3) those maintained by the 
Treasury Department centrally which reflected expenditures and 
balances on the basis of warrants; and (4) those maintained by the 
General Accounting Office which were on the same basis as the cen
tral accounts maintained by the Treasuiy. With the changes effected 
under the Budget and Accounting Procedures Act of 1950, there are 
only two sets or appropriation accounts; viz, those maintained collec
tively by the agencies showing the detail of transactions and those 
in the Treasury centrally which are in summary form, based on 
monthly reporte and which back up the Treasury's central reports. 

CENTRAL REPORTING 

1. Scope of reporting.—Under section 114(a) of the Budget and 
Accounting Procedures Act of 1950, the Secretary of the Treasury is 
required to prepare such reports for the information of the President, 
the Congress, and the public as will present the results of the financial 
operations of the Government. Under this provision, central report
ing, which historically has been a Treasury function because of its 
position as the focal point of financial transactions of the Government, 
Became a considerably expanded function. The enlarged scope of 
reporting covered four major areas; namely, that of (1) all receipts 
and expenditures of the Federal Government, (2) receipts and ex
penditures of foreign currency acquired without payment of dollars, 
(3) the proprietary accounts of the Federal Government as exem
plified by statemente of financial condition, income and expense, etc., 
and (4) fiscal operations including reports on all the major trust funds 
and statistical data on various ma]or programs. 

2, Daily and monthly Treasury statements.—^Until 1954, the daily 
Treasury statement had been the medium for current reporting of 
budget receipts, expenditures, and the Government's surplus or deficit. 
Various improvisations had been made to enable daUy reporting and 
the results were not susceptible to tie-in with other Treasury and 
agency financial reports. In February 1954 the daily Treasury state
ment, as a result of policy established by the Secretary of the Treas
ury, the Director of the Bureau of the Budget, and the ComptroUer 
General, was changed to a statement which shows only the cash assets 
and liabilities in the account of the Treasurer of the United States 
and cash deposits and withdrawals of the Treasurer's account under 
certain broad classifications tied in with changes in the public debt. 

Classified receipte and expenditures and the budget surplus or deficit 
have been published since February 1954 in a monthly Treasury state
ment, based on information contained in accounts submitted Dy dis
bursing and collecting officers as reflected in the Treasury's central 
accounts. The monthly Treasury statement has the advantage of a 
direct tie-in with the central accounts and the accounts of the various 
agencies and the classifications are such that the information is readily 
compared with other Treasury reports and the budget estimates. 
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Expenditures are shown consistently on the basis of checks issued and 
cash payments made and receipts on the basis of coUections reported 
in accounts of disbursing and collecting officers, without the necessity 
of maintaining numerous subsidiary checking accounts for the pur
pose of establishing reporting classifications. 

3. Proprietary statements.—Based on the central accounts, a state
ment of cash assets and liabilities is now published annually in the 
combined statement of receipts, expenditures, and balances of the U.S. 
Government which shows the cash assets and cash liabUities of the 
Government to which receipts and expenditures and the Treasury's 
cash operations are directly related. Previously, information for such 
a complete statement was not available. 

Complete balance sheets and other financial data are required from 
all puolic enterprises, agencies having revolving funds, and certain 
other business-type enterprises. Information is obtained from all 
other agencies annually relating to property and other assets. This 
information is used in compiling annually information relating to 
property and other assets which has been requested by the Committee 
on Government Operations, House of Representatives, and for other 
reporting purposes. 

4. Foreign currency.—^With the increase in activities of the Gov
emment abroad, particularly those involving economic and mUitary 
assistance, the Government has been acquiring large amounts of for
eign currency which are available for certain specified purposes or 
general needs of the Government. As a result of legislation contained 
in section 1415 of the Supplemental Appropriation Act of 1963, and 
study of this situation, the President, by Executive Order No. 10488, 
dated September 23, 1963, authorized the Secretary of the Treasury 
to issue regulations governing the purchase, custody, transfer, and 
sale of foreign currency. The Treasury Department accordingly has 
prescribed regulations and developed a system of accounting control 
and reporting of foreign currency assets. 

5. Combined statement of receipts and expenditures.—The annual 
combined statement of receipts, expenditures, and balances of the U.S. 
Government is required by statute to be submitted to Congress on the 
first day of each regular session. In recent years the statement has 
been improved in various respects to make it more informative. For 
example, unexpended balances of appropriations are analyzed to show 
obligated and unobligated balances and receivables; information is 
included showing transactions and balances of foreign currency ac
counts; and there is also included the June 30 balance sheet (item 3 
above) showing cash assets and liabilities of the Government as 
related to its cash receipts and expenditures. 

CENTRAL DISBURSING 

1. Certifying Officers'' Act.—This Certifying Officers' Act, approved 
. December 29,1941, as amended, provided that disbursing officers shall 

disburse only on the basis of vouchers certified by duly authorized and 
bonded certifying officers, and shall be held responsible, accordingly. 
The certifying officer is responsible for any error in certification. This 
makes it unnecessary for the disbursing officer to have review proce
dures beyond those necessary to establish that payment is being made 
strictly as certified. 
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2, Reduction of paperwork.—^A large amount of paperwork repre
sented by listings of periodic payments has gradually been eliminated 
through special arrangemente worked out with administrative agen
cies. An allied development was the adoption in 1962 of a schedule 
form of voucher, which replaced the use of detailed vouchers for dis
bursing purposes. 

3, Direct deposits of collections.—^After study in 1954, allied to the 
modification of the warrant system, procedures were instituted under 
which administrative agencies make deposits of collections directly 
with authorized depositaries for the account of the Treasurer of the 
United States, instead of through disbursing officers, thus eliminating 
intermediate handling. 

4, Technological improvements.—^The use of punchcard checks on 
a limited scale was begun in 1933 and was expanded in large propor
tions early in World War I I , when it became necessary because of the 
then unprecedented volume of checks drawn on the Treasurer, United 
States, to decentralize check paymente to Federal Reserve banks. I n 
recent years, the program to convert to punchcard checks has been 
accelerated to take advantage of the savings which have been proved 
possible in issue, payment, and reconciliation operations. A t the 
present time all checks draAvn on the Treasurer of the United States 
are in punchcard form. 

U.S, TREASURER'S OPERATIONS 

1. Check payment and reconciliation.—A joint study by the Treas
ury Department, the General Accounting Office, and the Bureau of the 
Budget, of the check payment operations of the Office of the Treasurer 
of the United Stetes and reconciliation operations formerly performed 
by the General Accounting Office, resulted in the installation of high
speed electronic data processing machines for verifying checks cleared 
for payment as compared with check issues and reported by Govern
ment disbursing officers. Operations with the new equipment began 
in August 1956 and at the present time the Treasurer of the United 
States is performing on an integrated basis both functions of paying 
checks and the reconciliation or proof of such checks, at a substantial 
savings to the Govermnent, 

2. Reduction of checking accounts.—^In 1953, the practice of main
taining disbursing officers' checking accounts in the names of individ
ual disbursing officers was discontinued. Such accounts are main
tained by disbursing station instead. Thus, when there is a change in 
disbursing officers, it is not necessary to establish a new checking ac
count, as had been the case before, which had resulted in a multiplicity 
of checking accounts for each disbursing station. Up to 1964, numer
ous checking accounts had been maintained primarily for the purpose 
of obtaining classifications of transactions reported in the daily Treas
ury statement. With changes then made in financial reporting it was 
possible to eliminate checking accounts maintained only for classifica
tion purposes. The elimination in 1954 of procedures under which 
advances by warrant were made to disbursing officers, resulted in a 
substantial simplification of accounting both in disbursing offices and 
the Office of the Treasurer of the United States as it is no longer neces-
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sary for them to maintain accounts reflecting balances of advances. 
Disbursing officers now draw checks on the basis of duly certified 
vouchers directly against the general account of the Treasurer of the 
United States as authorized by joint regulations issued under the 
Budget and Accounting Procedures Act of 1950. 

3. Substitute and uncurrent checks.—^Another joint study relating 
to substitute and uncurrent checks was followed by the enactment of 
Public Law 183, approved August 28, 1967, which has enabled sub
stantial simplification of procedures followed in processing claims 
and accounting for the amounts of substitute and uncurrent checks. 

4. Consolidation of bank transcripts.—It had been the practice for 
the approximately 600 general depositaries to submit directly to the 
Treasurer of the United States their daily transcripts of transactions 
in the Treasurer's account, together with related documentation. This 
procedure was changed in 1954 by having the general depositaries 
report directly to the Federal Reserve banks and branches of which 
they are members. In addition to the regular daily transcripts of 
the Federal Reserve banks and branches, oiUy 36 daily transcripts 
are now received, consolidating the transactions of the 600 general 
depositaries. 

OTHER IMPROVEMENTS IN FISCAL OPERATIONS 

1. Self-insurance fund.—Under the Government Losses in Ship
ment Act of 1937, a fund was established, administered by the Treasury 
Department, which is available for payment of claims of Government 
agencies on account of loss in shipment of valuables for which they 
are responsible. Experience under the act has been highly beneficial, 
and the Government has saved many millions of dollars in premiums 
that would have been paid out in the past 22 years to insure valuables 
in shipment. 

2. Imprest funds.—To facilitate procedures for making small pur
chases, the Secretary of the Treasury, the Comptroller General, and 
the Administrator of General Services joined m regulations issued 
in 1952, under which imprest cash funds were made available for 
paying for such procurements. 

3. Fidelity bonding.—In 1955, legislation was enacted under which 
provision was made for simplification of administration of the fidel
ity bonding system, through provision of authority to procure blanket 
and position schedule type bonds, and payment of fidelity bond 
premiums from agency appropriations. Experience indicates that sav
ings in administrative expenses have been more than sufficient to 
compensate for relieving employees of the expense of payment of 
bond premiums. 

4. Depositary receipt procedwres.—Employers who make deposits 
of Federal taxes in designated bank depositaries as required by Treas
ury regulations issued under authority contained in the Current Tax 
Payment Act, 1943, are given a receipt which is filed with the tax 
return as evidence of payment. In 1950, a punchcard form of de
positary receipt was adopted which facilitates accounting and audit 
operations. The depositary receipt system was used originally for 
withheld income taxes, and has been extended to social security (1950), 
railroad retirement (1951), and certain excise taxes (1953). 
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5. Public debt accounting.—Since 1967, detail public debt accounte 
are maintained only in the Bureau of the Public Debt, which reporte 
monthly summary totals of issues and redemptions for central ac
counting purposes. Basic information regarding savings bond trans
actions, series E, now in punchcard form, is obtained through the 
electronic data processing system installed in 1968 for the issuance, 
servicing, and retirement of such bonds. 

6. Relief of fiscal offtcers.— În order to eliminate the necessity for 
separate private relief bills, Congress has enacted general legislation 
under which the Comptroller General, in the absence of fraud or 
negligence, may grant relief to accountable officers in the case of 
physical loss of funds and erroneous payments. This legislation in
cludes Public Law 333, enacted in 1947, relating to erroneous check 
payments by the Office of the Treasurer of the United States, Public 
Law 334, enacted in 1965, relating to physical losses of funds and 
Public Law 365, enacted in 1955, relating to erroneous payments by 
disbursing officers. 

7. Accounting for payment of prior-year obligations.—Public Law 
798, approved July 25,1956, provides for (1) the writeoff of unobli
gated balances of annual appropriations as of the close of the fiscal 
year for which they are available, (2) the transfer after 2 more years 
of the obligated balances of such appropriations to a successor account 
available indefinitely for the payment of obUgations duly incurred, 
and (3) the payment of claims against successor accounts by agencies 
without preliminary review by the General Accounting Office unless 
doubtful questions of law or fact are involved. 

SUMMARY OF SAVINGS 

The modernization of systems and procedures relating to the Treas
ury's central accounting and reporting, which has been accomplished 
under the Budget and Accounting Procedures Act of 1950, has resulted 
in identifiable annual savings aggi-egating about $1 million, mostly in 
areas involving Treasury activities. To a large extent also, the con
version of the central accounting processes and corresponding relaxa
tion of former rigid central control requirements has resulted in sim-
Elification of many operations throughout the Government. These 

enefits have been widely spread among the departments and agen
cies in varying degrees; hence, much of the economy achieved govem
mentwide cannot very well be expressed in dollars. 

Technological improvements in the large-scale central fiscal oper
ations of the Treasury have resulted in significant savings in (1) the 
Office of the Treasurer of the United States, and (2) the Division of 
Disbursement, Bureau of Accounte. 

(1) The largest single factor with respect to the operations of 
the Treasurer of the United States over the years has been the 
production of the punchcard form of Government check through
out the Government's disbursing systems. I t is clearly evident 
that without the mechanization made possible by punchcard 
checks, annual costs for the check payment operations of the 
Treasurer, in light of the progressively increasing volumes which 
began in the early forties, would have been at least $5 million more 
a year, aside from the fact that operating conditions would prob-
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ably have been chaotic. Also, check reconciliation work per
formed until recently in the General Accounting Office would 
have cost substantially more. Moreover, the culmination of the 
program for converting from paper to punchcard checks con
tributed materially to the advent of the electronic data processing 
system in the Treasurer's office in 1956—a system which now en
compasses both the payment and reconciliation of all Govern
ment checks and which made possible substantial savings in the 
General Accounting Office and the Federal Reserve System. 

(2) The continuing technological improvement program has 
been significant in the Division of Disbursement which issues 
about two-thirds of all the Government's checks. In 1933, the 
year that the Division was organized to perform the central dis
oursing function, it cost about 13 cents to produce a check on the 
average. Through successive production improvements over the 
years the average cost is now 4.2 cente per check, notwithstanding 
the fact that salaries have more than doubled and material coste 
have risen substantially since 1933. An intensive equipment mod
ernization program was initiated in the Division in 1947. Certain 
general comparisons of the present with the year 1947 are enlight
ening : 

Average number of employees (man-years) 
Average production per employee (Items) 

Total salaries 
Average processing cost per item (salaries and 

all other processhig cost). 

Fiscal 1947 

172,000,000 
3,735 

46,000 
$2,329 

$8,700,000 

$0,064 

Fiscal 1960 

285,000,000 
1,912 

149,000 
$4,218 

$8,065,000 

$0,042 

Percentage 

Increase 

65 

224 
81 

Decrease 

49 

7 

34 

An_ even more realistic comparison is one in which the fiscal 1947 
base is adjusted to refiect the same salary rates prevailing in fiscal 
1960. On this comparative basis, the workload output has been in
creased by 65 percent and at the same time salaries have been reduced 
almost 50 percent. 

The Division is now at a point when electronic data processing sys
tems, with magnetic tape, are scheduled to be installed for check 
production and further significant savings will be achieved. 

BUREAU OF THE BUDGET 

The budget is the proposed annual financial plan of the Federal 
Government which the Congress considers and approves or modifies. 
The budget process encompasses both formulation of the President's 
budget and execution of the budget as approved by the Congress. 
The budget process then is one of the important elements of govern
mental management. This is the medium through which an agency 
determines, requests, and obtains the financial authority needed to 
carry out contemplated programs, and the mechanism the agency uses 
for financial management and control of operations within the limits 
of funds made available by the Congress. 
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In the period beginning with 1948 there have been a number of 
significant developmente in the budgeting field. Progress has been 
marked by changes designed to provide a better basis for congressional 
consideration of the budget, i.e., improved budget presentation and 
support. However, these improvements have been accompanied by 
progress in the strengthening of financial management in the execu
tive branch and in the simplification of budgetaiy and financial 
procedures. 

Especially in the latter part of this period there has been increased 
emphasis given to accounting improvemente as a part of the program 
to strengthen financial management. In 1955 the second Hoover 
Commission urged more rapid progress in effecting accounting im
provements, and in line with those recommendations there was estab
lished in the Bureau of the Budget the following year an Office of 
Accounting to give greater leadership to the executive branch effort. 
In September 1960, this Office was redesignated the Office of Finan
cial Management to more clearly describe its functions. Meanwhile, 
under the existing joint program arrangement, the Bureau of the 
Budget, the General Accounting Office, and the Treasury Department 
have stressed greater collaboration between those central agencies and 
the various other departments and agencies in the installation of 
modern and more efficient accounting systems. 

BACKGROUND 

Prior to 1948 the budget process in the Federal Government was 
based primarily on the use of obligation and disbursement informa
tion. Requeste for appropriations generaUy were designed to bring 
out the amount of authority needed to cover orders to Toe placed for 
specific objecte, such as salaries, travel, rents, utilities, etc. In the 
execution phase, the agency financial management systems concen
trated on control of obligations incurred, in order to insure against 
obligating and disbursing in excess of appropriated amounts. Those 
systems generally were adequate for comphance with legal require
ments, but they did not in all cases reach their full potential as 
budget and management tools because of a failure to develop signifi
cant operating information of a financial nature. 

PERFORMANCE BUDGETING 

Perhaps the most significant improvement in budget presentation 
since 1948 was the introduction of performance budgeting. With the 
recommendations of the first Hoover Commission providing impetus, 
the budget document for the fiscal year 1951 was refashioned to intro
duce a program or activity classification for each appropriation, and 
to introduce workload and other significant performance data in 
narrative form. 

The product constantly has been improved since 1961, Activity 
schedules have been made more meaningful and workload data have 
been introduced to an ever-increasing extent. For a large number of 
appropriations there is printed in the budget docmnent either sum
mary measures of work and performance or, where no single measure 
may be adequate, a whole series of workload measures. Narrative 
statements of program and performance have been printed as a means 
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of describing proposed and actual performance. These attempt to 
give the reader a capsule summary of what the taxpayer may expect 
by way of performance with the money already appropriated and 
requested for the coming year. 

APPROPRIATION SIMPLIFICATION 

Coincident with development of performance budgeting, action 
was initiated toward improvement of the appropriation structure, 
with the objectives of simplifyng the financing and control of agency 
programs. Major steps were taken in the first few years, as illustrated 
lay the fact that over 200 appropriation items were eliminated in the 
1951 budget, followed by another reduction of over 50 items in the 
next budget. Over the succeeding years the Bureau of the Budget 
has conducted a continuing program of refinement in this area, with 
adjustments and changes being made in the appropriation structure 
of individual agencies each year. 

REVISION OF THE ANTIDEFICIENCY LAW 

Congressional action on the 1951 budget brought a revision of the 
antideficiency law (sec. 1211 of the General Appropriation Act of 
1951, approved Sept. 6, 1950), which stimulated an improvement in 
financial management. This revised law clarified and strengthened 
the basis for apportionmente and reserves, and made mandatory the 
application of the apportionment system to nearly all appropriations 
and many other funds. I t requires that the apportionments be ad
hered to in the administrative distribution of funds, and makes it 
mandatory for each agency to have administrative control regulations 
designed to prevent, and to fix the responsibility for, exceeding an 
appropriation, an apportionment, or an administrative subdivision of 
an apportionment. Regular reports to the President and the Con
gress are required on violations, 

DEFINITIONS OF OBLIGATIONS 

This period has also seen some redefinition and tightening up on 
the meaning of "obligations," In 1950 Congress chose to redefine 
"obligations" to cure abuses that had arisen with respect to keeping 
annual funds available beyond the fiscal year by advancing them to 
someone else's working fund. In section 1311 of the Supplemental 
Appropriation Act, 1965 (approved Aug. 26, 1964), Congress rede
fined much more carefully the concept of "obligations." In accord
ance with requirements of that law, as amended, department and 
agency heads are required to report that any statement of obligations 
furnished in its budget consists of valid obligations as defined in 
section 1311. 

ACCOUNTING SUPPORT SURVEYS 

The House Appropriations Committee report on the 1961 omnibus 
appropriation bill contained some criticism of the degree to which 
agency accounts supported the breakdown of appropriation estimates 
provided in the newly established activity schedules of the perform
ance budget. Pursuant to these remarks, an organized Government-
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wide survey program was carried out under the joint program. In 
all, approximately 120 surveys were made in the first half of fiscal 
year 1951 for the purpose of reviewing the budget and related ac
counting practices in the operating agencies and determining the 
degree to which the accounts in each of the agencies supported the 
budget reqfuest. Reporte of findings and recommendations were 
developed in each case and submitted to the House Appropriations 
Committee, 

FOLLOWUP IMPROVEMENT ACTION 

The recommendations developed in those surveys provided the basis 
for a followup improvement program that was initiated in 1951 and 
conducted through the same joint program working arrangements. 
Under this followup program, each agency prepared a plan of im
provement action in the budget and accounting field based upon the 
survey findings with primary emphasis on the development of syn
chronized budget and accounting classifications and simplified financ
ing structures. A total of 39 departmente and independent agencies 
took part in this program, which continued on an organized basis over 
the succeeding 4 years. During this period, the principle of inte
grated budget and accounting organization and practices was more 
firmly established. This produced numerous changes in budget classi
fications in the succeeding budgets and many improvements in agency 
accounting systems, resulting in more direct accounting .support for 
agency budget presentations. 

In recent years there have been several other actions taken to in
tegrate budgeting and accounting more thoroughly at every level. In 
1956, Public Law 863 made it a requirement for each agency to seek 
to have consistent classifications for accounting, budgeting, and finan
cial reporting. More recently financial management improvement 
efforts under the joint program have called for an integration of 
agency accounting and reporting with the requirements of the budget 
process. Throughout the last 10 years there has been an increasing 
awareness in the executive branch of the need for integrated financial 
management and a consequent growth in the acceptance of the con
trollership principle—^the assignment to a single official of responsi
bUity for budgeting, accounting, intemal auditing, and financial 
reporting. 

BUSINESS-TYPE PRESENTATIONS 

Under the provisions of the Government Corporation Control Act 
of 1945, action had been underway toward the development of 
accrual accounting and business-type budget presentations, for 
Government corporations. In accordance with the objective of 
showing coste of performance throughout the budget, the business-
type presentation was gradually extended to noncorporate revolving 
funds, consistent with agency progress in the installation of accounting 
systems which would produce the necessary information. Beginning 
with less than 50 business-type presentations in the 1952 budget, 48 
were added the following year. The number increased to 110 in the 
1955 budget, 116 in the 1957 budget, and has leveled off at around 120 
such presentations in the last few years. 
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Beginning with the 1955 budget, data for public enterprise funds— 
those revolving funds which are pririiarily engaged in business-type 
operations with the public—are summarized on a gross as well as net 
basis, thus disclosing more adequately the full scope of the Govern
ment's activities. Prior to that time the receipts of the funds were 
deducted from the gross expenditures and only the net figures were 
shown in the budget summary tables. 

COST-BASED BUDGET PRESENTATIONS 

One of the most significant developments that began with the 
adoption of performance budgeting was the movement toward cost-
based budget presentations. Ten years ago the Federal Government 
was just venturing into this field with cost budgets for the Atomic 
Energy Commission and the Bureau of the Mint, For the first few 
years there were only a handful of appropriations for which the ac
counting systems would allow production of a cost-based budget. 
Then came the recommendations of the second Hoover Commission 
which resulted in the passage of Public Law 863 (an act to improve 
governmental budgeting and accounting methods and procedures, and 
for other purposes, approved August 1, 1966) calling for the estab
lishment of accrual accounting and cost-based budgeting in all execu
tive agencies; the synchronization of budget, accounting, and organi
zation classifications; and the simplification of allotment structures. 

As a means of carrying out this legislation, the Bureau of the 
Budget requested each agency to make a comprehensive evaluation of 
its existing financial management system and to develop a time-phased 
plan of action that would bring the agency system in line with the 
published executive branch policies, the principles and standards 
prescribed by the ComptroUer General, and the legislative require
mente in this field. Improvement plans developed in response to this 
request—covering a total of 60 departmente and independent agen
cies—^have been reviewed and discussed with agency representatives, 
as an integral part of the joint financial management improvement 
program, in order to establish a mutuaUy agreed upon plan of action 
in each executive agency. These plans have since been in the process of 
implementation by the individual agencies, and currently are in vary
ing stages of completion. Many of the smaller, less complex agencies 
report substantial completion of this program, but improvement efforts 
in the larger agencies that have more complicated problems to resolve 
still have considerable work to be done. 

This program has brought about many improvements in the budget 
area. Increased emphasis has been given to agency development of 
integrated accrual accounting and cost-based budget systems that 
employ common classifications and more streamlined fund control 
practices. The best available measure of resulte obtained to date is 
reflected in the increasing number of cost-based appropriation re
queste in the budget document. Since this organized improvement 
effort began, the number of appropriations presented on a cost basis 
increased to 46 in the 1958 budget, 98 in the 1969 document, 135 in the 
budget for fiscal year 1960, and 353 in the 1961 budget. With these 
conversions, more than half of all appropriation requests are pre
sented on a cost basis. 

6 5 6 8 6 - 61 10 
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ACCRUED-EXPENDITURE LIMITATIONS 

Congressional consideration of the second Hoover Commission rec
ommendation for appropriating on an annual accrued expenditure 
basis led to the passage of additional legislation in August 1968. 
Public Law 85-759 (an act to provide for improved methods of stating 
budget estimates and estimates for deficiency and supplemental appro
priations, approved August 25,1958) was enacted, providing author
ity for use of accrued expenditure limitations in those appropriations 
supported by an accrual accounting system adequate for this purpose. 
This legislation did not change the existing appropriation process as 
proposed by the Commission but added to it the authority for impos
ing limite on the goods and services that could be received by agencies 
in any one year—which was expected to attain the control objectives 
of the Hoover Commission proposal. 

In implementation of this legislation, the 1960 budget included pro
posed annual accrued expenditure limitations for six accounts in four 
agencies. This constituted the initial step in the evolutionary ap
proach planned by the executive branch. The 1961 budget proposed 
such limitations on 12 accounts. None of the proposed limitations, 
however, were enacted by the Congress. There has, therefore, been 
no opportunity thus far to put into efl'ect the Hoover Commission's 
recommendations for carrying the accrual accounting and cjost-based 
budgeting developments through to the ultimate step of annual con
gressional review and control in terms of accrued expenditures. 

CONTROL OVER THE USE OF FOREIGN CURRENCIES 

A further step was taken in the 1961 budget to improve executive 
and congressional budgetaiy controls. This relates to the use of for
eign currencies received from the sale of surplus agricultural com-
modi t i^ . I t is estimated that $3.4 billion equivalent of foreign cur
rencies will be available in 1961, most of which were acquired under 
the Agricultural Trade Development and Assistance Act of 1964, as 
amended (commoidy known as Public Law 480). I t is estimated that 
about $1.2 billion equivalent of foreign currencies wiU be used in 
1961. Although as a condition of the sales it is necessary to earmark 
most of these sums in the international agreements for use for the 
benefit of the foreign countries concerned, sizable amounte are avail
able for U.S. uses. The problems are (1) that these amounte are 
not all available for normal U.S. uses because of restrictions in law 
or in the sales agreements and (2) that they have been available for 
use without control through the regular budget and appropriation 
process. 

The budget recommendations have as their main objectives (1) 
recognition that foreign cumencies available for U.S. uses are a real 
fiscal asset and that they should be subject to normal budgetary con
trols and (2) to obtain the maximum utilization of foreign curren
cies as a substitute for the expenditure of U.S. dollars. 

With respect to the first of the problems cited above, the President 
has directed that future sales agreements be negotiated on a basis 
which avoids restrictions that would limit our ability to apply normal 
budget and appropriation controls to the use of those currencies 
which are available for U.S. agency operations. 
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To meet the second problem, the budget proposes that all curren
cies used for U.S. purposes by executive branch agencies be subject 
to control by appropriations. The proposal is based on a system 
which (1) requires that currencies which are not excess to the ordi
nary needs of the United States be purchased from the Treasury 
with regular agency appropriations and funds, to permit the maximum 
use of such currencies as a substitute for commercial purchases, and 
(2) provides for special foreign currency programs, to be financed 
through separate appropriations for the purchase of currencies which 
are excess to the ordinary needs of the United States. Since a con
siderable amount of currencies received or to be received for U.S. uses 
under existing agreemente is limited to specific programs, the special 
foreign currency programs recommended in the 1961 budget also 
cover these restricted nonexcess currencies as well as excess currencies. 

BACKDOOR FINANCING 

Another step in the direction of more positive budgetary controls 
lies in the elimination of so-called backdoor financing. This would 
require all appropriations or other authorizations conferring the 
authority to obligate the Government to future expenditures out of 
taxes or borrowing to be handled through the normal appropriations 
process. While the legislative committees of the Congress would still 
perform their task of reviewing and determining the need for various 
programs, the authorizing legislation would not of itself grant the 
authority to incur obligations but would authorize such authority to 
be granted in appropriation acte. 

The 1961 buaget recommendations are based upon the principle that 
authority to make budget obligations and expenditures should be 
granted by the Congress only in appropriation acts. 

COST OF PROPOSED LEGISLATION 

For many years the Bureau of the Budget required the depart
mente and agencies to include cost information in their reporte to 
congressional committees on proposed legislation. This requirement 
was enacted into law in 1956 (Public Law 801, 84th Cong.), The 
Senate Committee on Post Office and Civil Service, in ite report on 
that bill, stated: 

The purpose of this measure is to assure that congressional 
committees are fully advised concerning the personnel re
quirements and costs of major legislative proposals. Not 
only is each cominitte,6 entitled to a complete knowledge of 
the payroll increases and other costs involved in each major 
piece of legislation it considers, but such information will 
enable Congress to consider such proposals in their proper 
perspective from the beginning. 

Accordingly, each report on a pending or proposed bill contains the 
probable cost or savings attributable to the legislative proposal over 
eacjh year of the first 6 years of operation. The data also include the 
estimated maximum additional man-years of employment and expendi
tures for personal services. 
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SUMMARY TABLES AND ANALYSES IN THE BUDGET DOCUMENT 

There has been a continuous improvement in the quality and in-
formativeness of the summary tables in the budget document. Cur
rent budget documents include additional summary data designed to 
more fully disclose the scope of budget programs and the amount and 
use of the financial resources available. Among these are data on 
obligations incurred; carryover balances, obligated and unobligated; 
gross expenditures and receipts of public enterprise funds; and a 
split of me estimated expenditures in the budget year between those 
coming from new obligational authority and those coming from 
carryover balances. 

More special analyses of the budget are now provided, with the 
same objective in mind. These analyses supplement and rearrange 
material appearing elsewhere in the budget document so as to pull 
together information on subjecte of current interest; for example, the 
amount of Federal expenditures for research and development. 

FEDERAL BUDGET IN BRIEF 

In order to promote a better understanding of the Federal budget, 
the Bureau of the Budget in 1950 introduced a new publication caUed 
the "Budget-in-Brief." I t summarizes highlighte of the President's 
annual budget in concise, nontechnical terms. Set forth in brief 
textual statements, illustrated by charte, are the basic facts on where 
the Government's money comes from and where it goes. That this 
pamphlet has achieved its purpose is attested by its popularity with 
Members of Congress as well as others. 

ADMINISTRATIVE AGENCIES 

Many improvements have been made by the administrative agencies 
since 1948 in modemizing their budget and accounting systems and 
procedures. These improvements, which are outlined in the reports 
published annually under the joint program to improve accoimting in 
the Federal Government (now known as the joint financial manage
ment improvement program), range from simplification of methods 
and procedures for processing documents and transactions to com
plete revision of the financial management system in individual 
agencies. 

In broad perspective, the improvements in the administrative agen
cies contemplate the modernization and streamlining of agency ac
counting and budgeting in order to fully disclose the assets and 
liabilities of the Government and to provide meaningful financial data 
in terms of costs for use by management in the administration and 
operations of the agencies. The basis for developing these improve
ments is provided by several statutes, particularly the Budget and 
Accounting Procedures Act of 1950 and by Public Law 84r-863, ap
proved August 1,1956. The latter act requires agency use of accrual 
accounting and cost-based budgeting for these purposes. 

Since these techniques were not used in many areas of Federal 
activities (particularly those financed by appropriations) prior to 
1950, the budget and accounting improvements of the agencies during 
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the past decade may be measured broadly in relation to the degree to 
which the agencies have adopted and are using accrual accounting and 
cost-based budgeting. The Annual Report of the Joint Financial 
Management Improvement Program for Fiscal Year 1960 shows each 
agency's own evaluation of the extent to which it has completed pro
grams for modemization of its financial management systems. These 
reports indicate that, as viewed by the agencies, considerable progress 
has been macie in the installation of accrual accounting and use of 
cost-based budgeting practices. 

The systems employed, however, presently range all the way from 
those in which costs are accrued only at yearend to those in wluch 
the use of cost and resources data are an intrinsic part of day-to-day 
financial operations of the agencies. A qualitative appraisal of the 
adequacy of the systems of the operating agencies has not been com
pleted by the central agencies. For example, while the agencies 
reported that the development of over 100 separate accrual accounting 
systems was completed, only 39 of these systems have been approved 
thus far as adequate and in conformity with the accounting principles, 
standards, and related requirements prescribed by the Comptroller 
General, and some of these systems may have to be reexamined for 
conformity with legislation enacted by the Congress subsequent to 
the date they were approved. 

The Comptroller General issued instructions to all agencies early 
in 1959 regarding the approval of agency accounting systems which 
should accelerate the qualitative appraisal of these systems. Many 
agencies are actively engaged in developing the material necessary for 
the submission of requests for such approval. 

Review and appraisal of all elements of the agencies' total financial 
management systems are matters receiving continuous attention by 
the central agencies under the joint financial management improve
ment program. Emphasis is placed on stimulating effective manage
ment use of cost information in all aspects of agency operations, and 
particularly in connection with the total budget processes of the 
agencies. Some idea of the scope of the improvemente may be obtained 
from the following selected examples. 

AGENCY FINANCIAL MANAGEMENT ORGANIZATIONS 

Pursuant to sections 401 and 402 of title IV of the National Security 
Act Amendments of 1949 (Public Law 216, 81st Cong.), the Depart
ment of Defense and each military department, at departmental, com
mand, and installation levels, established comptroller organizations 
responsible for budget, accounting, and related activities. Comp
troller organizations were also established in the Atomic Energy 
Commission, General Services Administration, Maritime Administra
tion, Post Office Department, Veterans' Administration, Treasury's 
Bureau of Engraving and Printing, U.S. Coast Guard, and many 
other agencies. In some other instances, although comptrollers were 
not officially designated by the agencies, improvements were made in 
the existing administrative organization structure to bring account
ing, budgeting, financial reporting, and related functions closer 
together. 
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A result of the better organizations and improved methods and pro
cedures of the agencies is shown by the findings of the House Subcom
mittee on Manpower Utilization of the Committee on Post Office 
and Civil Service as contained in its report of August 7,1968, entitled 
"Study of Manpower Utilization in Financial Management Func
tions in the Federal Government" (H. Rept. 2512, 85th Cong.). This 
report disclosed that during the period 1950-67, or since enactment 
of the BucJget and Accounting Procedures Act of 1950, departments 
and agencies, exclusive of the Department of Defense, were able to 
achieve a reduction of 15.4 percent in personnel performing financial 
management functions. 

PROPERTY ACCOUNTING 

Most of the agencies have made substantial improvements in their 
systems and procedures of accounting for both real and personal prop
erty. The military departments of the Departinent of Defense de
veloped or expanded financial property accounting systems for their 
worldwide inventories under which supply transactions are expressed 
in terms of dollars as well as items. The General Services Admin
istration and the General Accounting Offlce have cooperated with 
many of the civilian agencies in making surveys of their property 
activities and operations and installing systems designed to provide 
better accounting and control for property and supply management. 

An indication of developments in this area is the fact that in 1953 
it was possible to report financial property accounting in 11 agencies 
covering approximately $8.5 bUlion of net fixed assets and $3.25 bil
lion of mventories, and by June 30, 1955, to report that agencies had 
established financial property accounting as an integral part of their 
general accounting systems covering gross fixed assets of $66.4 billion 
and inventories of $31.4 billion. The 1965 amounts do not include 
inventories and other properties in the Army and Air Force for which 
monetary property accounting systems were, at that datCj in process 
of development and integration with the financial accounting systems 
of those services. In its report on Federal real and personal property 
as of June 30, 1959, which valued real property at $71.7 billion and 
personal property (inventories, equipment, cash, and other items) 
at $192.8 billion, the House Committee on Government Operations 
stated: 

One needs only to compare the previous inventory reports 
to visualize the tremendous progress which has been made in 
the improved accounting methods and recordkeeping of the 
gigantic amounts of real and personal property owned or 
controlled by the Federal Government. Up-to-date account
ing systems have furthered the.efforts of Government de
partments and agencies to bring inventories imder account
ing control. * * * 

Not all of the property figures included in the June 30, 1959, in
ventory report are supported in the agency financial property 
accounting systems—some areas of estimates still remain as noted 
ill the report and further improvements or refinements can still be 
made in existing systems to make them more comprehensive and ef-
iiective. Agencies are continuing to improve and broaden the scope 
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and coverage of financial property accounting as indicated by the 
concentrated efforts presently being made by the Post Office Depart
ment and the Department of State in this area. 

INVENTORY OF U.S. GOVERNMENT PROPERTY 

In March 1955 the General Services Administration submitted to 
the Senate Committee on Appropriations, pursuant to its request, 
the first inventory of real property owned by the Federal Governinent 
in the United States, a summary of which was issued as Senate Docu
ment 32, 84tli Congress. The data, as of December 31, 1963, covered 
all land, buildings, and other structures and facilities within the conti
nental limits of me United States, title to which is vested in the United 
States or in wholly owned Government corporations. Following this 
report, the General Services Administration prepared a second in
ventory report, as of June 30,1956, issued February 14,1956, as Sen
ate Document No. 100. At the request of the Senate Committee on 
Appropriations, the first inventory of real property owned by the 
Federal Govenmient outside continental United Stetes was prepared 
by General Services Administration and issued as Senate Document 
No. 109, dated March 27, 1956. Subsequent annual reports for 1956, 
1967, 1958, and 1959 have also been issued. The report of June 30, 
1959, shows that the Federal Government owns 771.7 inillion acres 
of real property throughout the world with an acquisition cost of 
$4'9.2 billion, which is an increase of $3.6 billion over the preceding 
year. This is exclusive of the cost or value of public domain acreage, 
including mineral resources, and construction in progress, which were 
included in the House committee report referred to above. 

The first inventory of real property leased by the U.S. Government 
throughout the world Avas also prepared by the General Services Ad
ministration, pursuant to a request of the Senate Committee on Ap
propriations, and a summary report was published as Senate Docu
ment 41, dated May 20, 1957. The latest report, as of June 30, 1959, 
released by the General Services Administration on April 25, 1960, 
shows that the U.S. Government leases real property throughout the 
world and pays $160 million a year for 1.6 million acres of land and 
105 million square feet of building space, an increase of $9.8 million 
over last year's rental. 

The detailed real property inventory listings, arranged geograph
ically and by holding agency, are used by many agencies as a screen
ing device to locate potential sites or buildings for future needs. This 
serves to reduce the number of new acquisitions which might occur if 
such information was not readily available. In addition, the inven
tory is helpful in the disposition of surplus realty, thus increasing 
revenues to the Government, as well as decreasng maintenance and 
other expense. Added advantages accrue to States and local govern
ments by returning such property to their tax rolls. The inventories 
also assist in the justification of realty budgets by individual agencies, 
and are valuable in the evaluation of such budgetary requests by the 
Bureau of the Budget and the Congress. 

Copies of the detailed inventory tabulations (by agency and by 
geographical location) are submitted annually by General Services 
Administration to the Senate, and House Committees on Appropi-i-
ations and Govermnent Operations. 
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During fiscal year 1959 accounting and accountability of furniture 
and furnishings were transferred from the General Services Admin
istration and the Post Office Department, to the using agencies. 
General Services Administration will continue to exercise other man
agement controls over the property for which it has responsibility 
as provided by law. I n accordance with this arrangement, each 
agency budgeted for its own furniture requirements at all locations 
for the fiscal year 1960 and will continue to do so in future fiscal years. 

The General Services Administration has also issued on November 
10, 1959, the first comprehensive inventory on jurisdictional status of 
Federal areas within the States. This report covers property in 
which the Govemment has Federal jurisdiction and directly comple
ments the inventory report on real property owned by the United 
States throughout the world mentioned above. The report shows, by 
State and by Federal agency, the type of jurisdiction the Federal 
Government has over 408.5 million acres of Federal land in the 48 
States as of June 30,1957, 

ACCOUNTING FOR ASSETS AND LIABILITIES 

The progress being made by the agencies in their accounting for 
assets and liabilities is shown in the increase in the number of agency 
balance sheets available. The Treasury Department requires such 
reports from the agencies. Agency organizational units which fur
nished complete balance sheete to the Treasury Department numbered 
72 as of June 30,1956; 86 as of June 30,1957; 115 as of June 30,1958; 
and 136 as of June 30, 1959. Statistics are not available as to what 
percent of the total Govemment assets and liabilities is covered in 
these balance sheets, and it may well be relatively small because some 
of the larger agencies are not yet included, but the continuing increase 
each year in the number of organizational units which are able to 
produce this data from accounting records maintained on an accrual 
basis is encouraging, 

ACCOUNTING FOR COSTS 

Greater use is being made of cost information by the agencies, par
ticularly in activities of an industrial type and in those activities 
involving reimbursements for services rendered. A few examples 
cited by the agencies in the annual reports of the joint program 
have been selected to illustrate the use of cost data. The Department 
of the Army developed an industrial-type system of general account
ing and cost accounting, with its related fund control techniques, and 
reported a reduction in operating costs of $1,015,700 at one arsenal 
in 1955 and, through management techniques applied by the Army 
Depot Maintenance Division, budget requirements were reduced twice 
in fiscal year 1966 and, through analysis of cost data, a further reduc
tion was recommended for fiscal year 1967. The Department of the 
Air Force developed a system for depot maintenance (repair and 
overhaul of Air Force equipment) with provision for production 
control, work measurement, and standard cost accounting, and op
erating results under tliis system at one air material area, to 1955, 
disclosed a 10-percent increase in production per man-hour for main
tenance since its instaUation. The Department of the Navy developed 
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a standard cost program at one naval shipyard by 1957 which has 
been extended to other shipyards, and has also developed a cost con
trol system for overhaul and repair of aircraft designed to produce 
a breakdown of actual coste by organizational segmente and to meas
ure such costs against a predetermined standard. The military de
partmente are continuing to develop cost accounting systems and tech
niques, particularly in connection with industrial-type activities. 

The Atomic Energy Commissi(m has employed cost accounting on 
an extensive scale since inauguration of its industrial-type accounting 
system on July 1,1948. Among the many ways that product cost data 
is used by management are: When production capacity exceeds mate
rial requirements, permitting the shutdown of one or more plants, 
comparative unit cost analyses are used in making the decision as to 
which plante should be shut down; when additional production 
capacity is needed, unit cost data are considered in determining the 
most economical way of increasing the capacity; unit coste are prime 
considerations in decisions as to whether an operation should be per
formed in an existing plant, in a modification of an existing plant, or 
in a new plant; and production schedules for plants capable of pro
ducing the same product are established so as to minimize coste. 

Some other examples of agencies that made improvements in cost 
accounting are Forest Service of the Department of Agriculture for 
reimbursable-type activities; Bureau of Federal Credit Unions of 
the Department of Health, Education, and Welfare; Southeastern 
Power Administration, Southwestern Power Administration, Bureau 
of Reclamation, and government of American Samoa of the Depart
ment of Interior; International Boundary and Water Commission of 
the Department of State; Bureau of the Mint, Bureau of Engraving 
and Printing, U.S. Coast Guard, and the Division of Disbursement 
of the Treasury Department; Corps of Engineers of the Department 
of the Army; General Services Administration; Veterans' Adminis
tration; U.S. Government Printing Office; and the joint Senate and 
House recording facility. 

The foregoing list of agencies is not all inclusive of every agency 
which has or is in the process of developing cost accounting systems, 
nor is it necessarily indicative that in every agency mentioned the 
cost systems and its management uses have been developed to their 
full potential. I t is indicative, however, that the development of cost 
data for agency management use has been expanded throughout the 
Government during the last 10 years. 

COST-BASED BUDGETING 

Public Law 84-863 provides for (1) the use of cost-based budgete 
as the basis of appropriation requests and (2) the use of cost-based 
budgets by the agencies for the purposes of administration and op
erations and as the basis of administrative subdivisions of appropria
tions or funds. 

Substantial progress has been made in the number and dollar 
amount of cost-based budget presentations to the Congress in support 
of appropriation requeste. In the 1957 budget, for example, only 
four appropriations covering $1.7 billion of the budget expenditures 
were presented by the agencies on a cost basis. For the 1961 budget, 
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the agencies presented'353 cost-type budgets for programs involving 
budget expenditures aggregating approximately $33.6 billion and 
trust fund expenditures of another $16 billion. These budget pre
sentations reflect the costs of operating the programs or functions 
(budget activities), the level of resources (inventories, undelivered 
orders, advance payments, etc.) on hand and planned, and the new 
money (appropriation) required to finance the work. 

These indicate a rather extensive use of cost-based budgets by the 
agencies in supporting, to the Bureau of the Budget and the Congress, 
their requests for new funds (appropriations). I t is difficult, however, 
to measure the extent to which agency management is fully using 
its cost-type budgets throughout the year for the purposes of con
trolling and directing the administration and operations of the agency. 
In some large agencies, such as the Army Corps of Engineers (civil 
functions), Bureau of Reclamation, and Atomic Energy Commission, 
cost budgets are utilized throughout the year. In May 1969 the De
partment of Defense issued a directive (No. 7040.1) establishing 
basic policies for the development of planned programs for the im
provement of financial management in the areas of appropriations 
for operation and maintenance which includes requirements for the 
use of cost-based budgets for administrative and management pur
poses in the budget execution process. These planned programs are 
in the process of development and implementation. 

However, some of the agencies apparently are concerned with cost-
based budgets only once a year-—for presentation in support of ap
propriation requests—but have not yet developed internal manage
ment practices under which costs as budgeted are brought into the 
budget execution phases throughout the year. This area of the use 
of cost-based budgets for administrative and management purposes, 
including their use as the basis of administrative subdivisions of ap
propriations of funds, needs more attention. 

OTHER IMPROVEMENTS I N BUDGETARY AND F U N D OONTROL PROCESSES 

Many and various improvements have been made in streamlining 
the appropriation structures, budget activities, allotment patterns, 
and other aspects of the budget processes of the agencies. These im
provements have been so diverse that only a few of them will be 
mentioned in this report as an indication of some of the types of 
improvements in the budget and fund control processes. 

I n tfie Department of Agriculture.—The appropriation structure of 
the Agricultural Marketing Service was reduced from 7 appropria
tions with 8 limitations to 4 appropriations with 5 limitations; the 
budget activities were reduced from 21 to 13; and the allotments were 
reduced from 216 to 68. The appropriation structure of Agricultural 
Research Service was reduced from 14 appropriations with 16 limi
tations to 4 appropriations with 3 limitations; budget activities were 
reduced from 68 to 10; and allotments were reduced from 274 to 35. 
The revised system of the Commodity Exchange Authority provides 
for a single allotment of funds with internal procedures for admin
istrative control under apportionments. In the Office of Solicitor 
simplification of fund control resulted in a reduction of allotment 
accounts from,70 to 1 and in the Office of Information from 118 to 9. 
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I n tfie Department of Justice.—AUotment accounte for administra
tive and legal activities were reduced in 2 years from 303 to 116. 

I n the Department of Defense.—A major restructuring of the ap
propriation pattern for the military functions was accomplished, un
der which the same basic pattern of appropriations is applied to all 
three of the military services; the number of Navy appropriations 
was reduced through consolidations; and the financing of certain 
research-related purchasing was transferred from procurement 
appropriations to the research appropriations, 

AUTOMATIC DATA PROCESSING SYSTEMS 

1. Electronic applications.—The strong trend toward use of elec
tronic equipment in Government operations continues. Virtually all 
agencies with large volumes of data to process, or large-scale record
keeping operations, have been affected. About 200 electronic com
puters were in use in the business and management control sys
tems of the agencies at June 30,1959, of which about 70 percent were 
in the Department of Defense. Approximately 100 more were in
stalled during fiscal year 1960, and about 200 additional are planned 
for installation during the following 18 months. 

The Department of Defense has established an automatic data proc
essing management program with staffs in military departmente 
and in the Office of the Secretary of Defense. Proposals for new in
stallations are reviewed for compliance with established policy and 
criteria as well as readiness for economical installation. 

Significant developments are underway in connection with certain 
installations planned in the future whereby magnetic tape record 
output of certain agencies will become direct input for operations of 
other agencies involved in a series of interagency functions. Increas
ing attention is also being given to expanding the automatic inter
change of magnetic tape records between industry and Government. 

{a) Automatic data processing systems that utilize electronic equip
ment ranging from the small to the large-scale variety were adopted or 
extended during fiscal year 1969 for the following purposes: 

For payroll system in Bureau of Public Roads. 
For general and cost accounting in Coast and Geodetic Survey. 
For centralized inventory control accounting in Marine Corps. 
Annual savings of $175,000 realized by application to the proce

dure for testing the retirement status of beneficiaries under the 
old-age and survivors insurance program in Bureau of Old-Age 
and Survivors Insurance. 

For payroll, power billing, and property accounting in two of
fices of Bureau of Reclamation. 

Annual salary savings of about $30,000 in an application to 
payroll, leave accounting, cost distribution, and personnel re
porting in Geological Survey. 

For payroll, leave accounting, and personnel statistics in 2 more 
regional offices (now covering 7 of 15 regions) in Post Office De
partment. 
_ For accounting and servicing of inquiries in issuance and re

tirement of series E savings bonds in punched card form in Bu
reau of Public Debt. 
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Completed program for maximum utUization of certain high 
speed electronic checkwriting equipment in Bureau of Accounts. 

Government-wide savings of over $2.9 million a year (exceeds 
original estimates by over $700,000) obtained through completion 
of system for payment and reconcUiation of Government checks 
in Office of Treasurer of the United States. 

Computer facilities at the Federal Reserve Board utilized by 
the Office of the Comptroller of the Currency for developing sta
tistical data from financial reports of national banks. 

Existing system extended to cover 13 additional operations, 
including application of monthly payments of mortgage interest 
and principal, in Federal Housing Administration. 

Existing system extended by application to routine processing 
of irregular loan paymente in Small Business Administration. 

{b) Preliminary work was underway at June 30, 1959, in the fol
lowing organizations incident to ADP systems involving electronic 
equipment instaUations scheduled for the near future: 

Plans include extension of facUities to cover accounting, cer
tification and related payment procedures for disability rolls of 
Bureau of Old-Age and Survivors Insurance. 

Plans completed to program weapon stockpile inventories in 
Atomic Energy Comniission. 

Existing operation in one region to be installed in two addi
tional regional offices of General Services Administration. 

Plans underway for application to earnings accounts, certifica
tion of service and compensation data, and statistical data in 
Railroad Retirement Board. 

Conversion of insurance premium biUing and accounting to 
electronic computer planned in Veterans' Administration. 
Planned installation of data processing equipment will permit 
conversion to magnetic tape of about 3.7 million national service 
life insurance accounts in Philadelphia, to be followed by 2.1 
million accounte in Denver and St. Paul—offices will be linked 
to Philadelphia computer by a data transmission network. Ac
counting and statistical functions for Veterans' Administration 
disability and death benefits programs wiU be centralized in data 
processing center at Hines, 111., which will also provide magnetic 
tape for checkwriting in Treasury Department. 

Plans underway for computer system for checkwriting in Chi
cago regional disbursing office of Bureau of Accounts. This is co
ordinated with Veterans' Administration plans at Hines, 111., 
from which magnetic tape records for about 5 million benefit 
checks a month will be fumished by Veterans' Administration. 
Four million other periodic checks issued at the Chicago dis
bursing office will be prepared with the same equipment. Vet
erans' checks will be mechanically sorted by the disbursing office 
according to States and major city destinations to facilitate post 
office operations. Magnetic tape output of the disbursing system 
will be used as input in the check payment and reconciliation 
operations of the Treasurer of the United States, 

(c) ADP (electronic) system feasibUity studies are in process or 
are under consideration in such agencies as the BonneviUe Power 
Administration; Bureau of Indian Affairs; Intemal Revenue Service, 
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for a comprehensive system of tax return processing; Federal Hous
ing Administration, with respect to mortgage insurance application 
processing; Civil Service Commission, with respect to processing the 
retirement annuity roUs; General Services Administration, for stock 
replenishment, purchase, distribution, inventory, and financial ac
counting functions involving stores stock items and General Supply 
Fund ; and Veterans' Administration, for mortgage loan accounting. 

2. Electric accounting machine applications.—Data processing sys
tems utilizing electric accounting equipment were installed or ex
tended during fiscal year 1959 for the following purposes: 

For payroll and loan accounting in Rural Electrification Ad
ministration. 

For National Institutes of Health payroll operations in Public 
Health Service—^produced manpower savings and improved re
porting. 

For Washington payroll operations in Department of State— 
first step toward possible use of electronic equipment. 

For processing postmasters' requisitions for Dulk quantities of 
postage and savmgs stamps—coordinated system in Post Office 
Department and Bureau of Engraving and Printing. 

For centralized payroll operations of western regional offices 
in Internal Revenue Service—resulting in annual savings of 24 
man-years. 

Existing system extended to processing mortgage purchases 
and related statistical reporting in Federal National Mortgage 
Association. 

For recording allotmentSj obligations, and disbursements in 
Public Housing Administration—permitting quarterly conversion 
to accrual basis with a minimum of effort. 

For payroll system and reports on building space utilization 
and assignment in General Services Administration. Transfer of 
payroll operations to region 3 resulted in annual savings of seven 
employees for central office. In region 3, mechanization produced 
annual savings of $59,000. 

For payroll, general accounting, and reporting in Interstate 
Commerce Commission—produced 3 man-years savings in pay
roll and monthly reports made available 8 days earlier. 

For retail stores and service centers in Panama Canal Company. 
For domestic allotment accounting and cost distributions in 

three offices of U.S. Information Agency. 
Previously tested mechanized mortgage loan accounting system 

in Veterans' Administration installed at stations with greatest 
workload. System for benefit payment accounting extended and 
now 75 percent complete. 

To determine the extent to which automatic data processing equip
ment is utilized by agencies of the executive branch, annual reports 
are required by Bureau of the Budget BuUetin No. 60-4, dated Octo
ber 9,1959. Agencies are required to report on or before December 31 
of each year on the A D P equipment used or to be used, the purposes 
served by using the equipment, and the actual or estimated coste 
of operation of the equipment. 

The Bureau of the Budget issued Bulletin No. 60-6, dated March 
18, 1960, to heads of executive departments and estabUshmente trans-
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mitting guidelines for studies to precede the utilization of automatic 
data processing equipment. Studies of this nature have in the past 
been referred to as feasibility studies. The Bureau emphasized the 
need for a thorough analytical study to be conducted before decisions 
are made relative to the economic and operational feasibility of any 
A D P application. 

The House Appropriation Committee, in its report (H. Rept. 1427, 
86th Cong.) on the general Government matters appropriation bill for 
1961 had this to say regarding controls over installation of automatic 
data processing equipment: 

The committee takes note of the need for a focal point 
within the executive branch of the Government in the field of 
automatic data processing, and expects the Bureau of the 
Budget to take steps necessary to ensure that electronic data 
processing techniques will be employed where necessary in the 
interest of effectiveness and economy, and conversely that 
data processing devices will not be introduced when there is 
no clear justification in terms of economic value. 

The staff of the Committee on Government Operations, at the 
direction of the chairman, made a study during the 86th Congress of 
the systems and equipment relating to assembling, translating, index
ing, abstracting, storing, processing, retrieving, and disseminating 
scientific and technological information, including some aspects of 
data processing, now in operation or being developed within Federal 
agencies. This information was issued by the committee in Senate 
Document 113, dated June 23,1960. While this report basically covers 
the documentation, indexing, and retrieval of scientific information, 
it contains excerpts of reports from departments and agencies relative 
to advancements made in electronics data processing during the 
calendar year 1969 (pp. 27-28). 
The Subcommittee on Census and Government Statistics of the 

House Committee on Post Office and Civil Service issued a report 
(committee print, 86th Cong.), dated August 31, 1960, on the use of 
electronic data-processing equipment in the Federal Government. The 
report contained a detailed inventory, by department and agency, 
giving locationj model number or name, rental or purchase cost, size, 
class, and application of the 524 electronic computers used through
out the Federal Government as of June 30, 1960. Based upon its 
hearings, studies and material furnished by agencies of the Govern
ment, the subcommittee made the following recommendations in its 
report relative to general planning, personnel matters, and use of 
electronic data equipment: 

General planning 
1. InstaUation of electronic data-processing equipment 

should be preceded in all cases by a comprehensive feasibility 
study havmg top management support and involving a re
view of the entire system. 

2. No matter at what level within the agency or depart
ment a feasibility study is launched, consideration should 
be given to the possibility of wider integration of needs and 
uses beyond the immediate interest, to take advantage of the 
economy and scope of centralized large-scale equipment. 
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3. A policy should be determined centrally for the guid
ance of agencies in determining whether to rent or to pur
chase electronic data-processing equipment. 

4. More attention should be given to achieving compati
bility within and between electronic data-processing instal
lations, through greater standardization of specifications and 
through development of data and program conversion tech
niques and devices. 

5. An experimental service center for electronic data 
processing should be established within the Government. 

6. Government-wide orientation courses, centrally directed, 
should be maintained to provide executive and management 
officials with a basic understanding of the principles of 
evaluating, installing, and managing electronic data-proc
essing systems. 

7. Periodic inventories, including information on uses and 
costs, should be taken of electronic data-processing equipment 
held by the Government. 

8. The Interagency Committee on Automatic Data Proc
essing should be continued with better staff support provided 
by the Bureau of the Budget. 

Personnel matters 
9. Personnel officials should be included in the general 

planning for electronic data processing equipment at the 
point a decision is made to utilize it. 

10. "Where a net reduction in employment is expected to 
occur as the result of the introduction of electronic data 
processing, every effort should be made to accomplish it by 
normal attrition and not by reduction-in-force procedures. 

11. Adequate advance notice of conversion to electronic 
data processing should be given to all employees who might 
be affected. Communication between management and em
ployees should be maintained throughout the progress of the 
conversion process. 

12. Retraining to equip with electronic data processing 
skills should be made available at Govemment expense to 
employees scheduled for displacement. The provision should 
be made sufficiently in advance of conversion to enable em-
ploj^ees who are qualified to be retrained to obtain first con
sideration for the new jobs. 

,13. When there is a displacement of employees resulting 
from conversion to electronic data processing, the agency 
should impose a freeze on hirings in those grades for which the 
displaced employees can qualify within the agency. 

14. Transfers to other jobs of employees displaced by elec
tronic data processing should be effected on the broadest pos
sible basis—to other parte of the agency, other agencies in the 
locality, and other localities. When necessary, the Govern
ment should take steps to assist employees to obtain jobs in 
private industry. 

15. Government rates of pay for key electronic data-proces
sing personnel should be mainteined at levels consistent with 
those of private industry. 
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Use of equipment 
16. Electronic data processing generally should be re

stricted to operations which are important in the making of 
decisions, and not filled up vrith miscellaneous jobs for which 
it is not well suited. 

17. The number and complexity of reporte turned out by 
electronic data-processing equipment should be limited, in 
each application, to that which is actually needed. The 
equipment should not be permitted to become a gigantic 
papermill simply because of its speed and capacity. 

18. The ability of electronic data-processmg equipment to 
make siinple, preprogramed decisions should be fully ex
ploited. Output reporte for decision-making purposes should 
be limited to those unusual items requiring executive decision. 

19. Surplus time on electronic data-processing equipment 
should be made avaUable on a reimbursable basis to other 
parts of the agency and other agencies. A central exchange 
service, as well as an interdepartmental exchange service, 
should be established to coordinate supply and demand re
lating to spare time. 

20. Programing work and input data preparation should 
be initiated at a sufficiently early date to provide adequate 
useful workload for the electronic data-processing equip
ment beginning with its expected acceptance date and for each 
interval of use thereafter, 

21. The Bureau of the Budget and other Govemment 
agencies should consider the feasibility of using electronic 
data-processing equipment to speed up and improve the bud
get preparation processes. 

SAVINGS RESUMTNG FROM FINANCIAL IMPROVEMENTS 

The evolutionary nature of improvements in financial management 
systems and techniques produces long-range qualitative benefite which 
cannot always be expressed in terms of direct and specific dollar sav
ings. However, examples of substantial savings due to simplications 
and improvements have been reported by various agencies in the 
annual reporte of the joint program, many of which are of recur
ring significance. Some of these savings have been mentioned pre
viously in this par t of the report, particularly savings in the opera
tions of the three central agencies. Other examples reported by 
agencies during the past several years are as follows: 

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

2. Department of the Army saved. $1 million at locations operat
ing under improved management controls provided by industrial 
funds and related accountmg and cost control systems—also, in
ventories reduced by $2,600,000 at two locations through dis
closure of excessive levels. An improved report under Army's 
new financiai property accounting system eliminates seven sepa-
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rate uncoordinated inventory reporte which had cost $1.5 million 
per Army estimate. Corps of Engineers (civil functions) 
through improved programing and accounting reduced the vol
ume of reports forwarded to the Office of the Chief of Engi
neers by 70 percent—also, reduced the staff associated with civil
ian payroll accounting by approximately 60 percent at an 
estimated savings of $600,000 a year. 

3. Improvements in Department of the Navy's supply manage
ment control disclosed $1.9 billion in excess and obsolete stocks 
of which $1.35 billion has been scheduled for disposal—in Navy 
stock fund alone, improved inventory management achieved a 
reduction of nearly $500 million in stock levels with an additional 
reduction of more than $80 million in the annual rate of procure
ment. This permitted a reduction in the cash balance of the 
stock fund of $250 million in fiscal year 1953 and another $200 
million in 1954. 

4. Department of Air Force, by management utilization of 
accounting and financial records, reduced the cost per dollar of 
sale of its clothing stock fund by 20 percent in one installation, 
and in one worldwide command sales increased 68 percent with 
a 50 percent lower inventory. 

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

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

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

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

9. Revised method of preparing checks for old-age and sur
vivors insurance benefit payments saves in excess of $100,000 
annually as a result of coordinated procedures between the Bureau 
of Old-Age and Survivors Insurance and Division of Disburse
ment, Treasury Departinent. 

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

650S6—61——11 
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11. Revised payroll procedures in Federal Bureau of Investi
gation, Department of Justice, should result in annual savings of 
approximately $36,000. 

12. The Railroad Retirement Board estimates savings of 
$90,000 per annum due to the integration of accounting and 
disbursing functions involving over a half million checks per 
month for retirement and survivor benefit payments—also, issu
ance of a single check to families rather than separate checks to 
the widow and each surviving child has reduced the number of 
items paid and certified by 300,000 per year with an estimated 
yearly saving of $26,000. 

13. Treasury Department, Internal Revenue Service, substi
tuted regional office reports prepared from basic field records for 
detailed budget and personnel data previously developed in 
national office with reduction of nearly a quarter million docu
ments forwarded to Washington and savings in machine rentals 
and supplies estimated at $107,000 per annum. 

14. Relocation of supply facilities by the U.S. Coast Guard 
under its broad program for improvement in financial manage
ment resulte in savings in personnel costs of approximately $40,000 
per year and about $60,000 a year in annual rental to General 
Services Administration. 

15. Seventeen million card index files of Veterans' Administra
tion beneficiaries maintained in Veterans' Benefite Office by 23 
full-time employees was discontinued resulting in substantial sav
ings in personnel and equipment. 

16. Thirty-two outmoded and superseded reports of various 
agencies previously required by law to be submitted to Congress 
were eliminated with estimated amiual savings of approximately 
$130,000. 

17. A new punchcard form of transportation request for use 
on and after July 1,1955, representing an annual savings in print
ing costs of $150,000 a year, provides both rail and puUman accom
modations by issuance of a single request. 

18. Post Office Department revisions in financial poUcies and 
procedures has greatly increased efficiency through better man
agement in many areas. Measurable savings include elimination 
of 520,000 daily financial statements and 435,000 reports annually 
by discontinuing physical segregation of cash by funds; identifi
able savings of $2.5 million by extension of the direct deposit 
procedure initiated last year; estimated annual savings of $3.8 
million resulting from adoption of punchcard postal saving cer
tificate and related simplifications and mechanization of account
ing; installation of a standard cost system for mail equipment 
shop along with improved management achieved an ll-percent 
increase in efficiency; application of whole dollar concept and 
other changes in procedures for handling small remittances re
sulted in a 32-percent reduction (from 8 to 5.4 million) in total 
remittances; and, discontinuance of regional segregation in list
ing of paid money orders by Federal Reserve banks indicates a 
probable saving of more than $200,000. 

19. Further progress in the program to convert 32 million re
maining paper checks to jjunched card checks begun 3 years ago. 
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resulted in additional annual savings of $150,000 in payment 
and reconciliation operations in Treasury and General Account
ing Office. This brings recurring savings under this program up 
to $500,000 annuaUy. 

20. The first year's experience with Government purchase of 
blanket, position schedule, or other types of surety bonds on em
ployees reflects annual savings to the Government at the rate of 
$100,000 a year with an increase of more than 50 percent in the 
amount of indenmity protection. At the same, the employees 
(who were previously required to pay for and furnish individual 
surety bonds) saved $1,700,000 a year. 

21. As the result of an intensive utilization survey in Farmers 
Home Administration, 2,500 items of nonexpendable property, 
with an inventory value of $62,500, have been released and 1,800 
items have been set aside for planned reserve. 

22. The Department of the Navy reported savings of about 
$1,500,000 at locations financed by industrial funds. Revisions 
of Navy military pay procedures reduced exceptions by the 
General Accounting Office by about $800,000 in 1956. Improve
ments in financial management practices resulting from the Navy 
internal audit program (including contract audits) during 1956 
resulted in procurement savings of $166.4 million; $50,000 in the 
elimination of nonessential positions and $400,000 in the elimi
nation of duplicate and unnecessary records; $25,000 in the dis
continuance of a superfluous officers' mess; and a reduction of 
$2.8 million in the stock fund of one activity. 

23. During the first 18 months of operation of the General 
Supplies Division of the Air Force stock fund, inventories were 
reduced by more than $32 million. 

24. Improvements in the accounting operations of the Office of 
the Secretary, Department of Health, Education, and Welfare, 
resulted in recurring annual savings of $17,000. 

25. An improved procedure for certifying eamings for dis
ability claims in the Bureau of Old-Age and Survivors Insurance 
wUl save $62,000 annually. 

26. Immediate savings of $147,000 resulted from improved 
procedures relating to 8 million accounts of the Bureau of Old-
Age and Survivors Insurance with individuals to which there is 
infrequent reference, and annual recurring savings of $28,000 are 
estimated. 

27. Annual savings of $93,000 are estimated from other pro
cedural improvements in the Bureau of Old-Age and Survivors 
Insurance. 

28. Improvemente in the methods of operation of the Passport 
Office resulted in annual savings of about $150,000. 

29. Improved check preparation processes in the Division of 
Disbursement, Treasuiy Department, resulted in savings in excess 
of $100,000 during 1956 and annual savings of about $25,000 are 
estimated to result from improvements in accounting for trans
actions of disbursing officers in foreign areas. 

30. Improvements in accounting for public debt transactions 
in the Bureau of the Public D ^ t will make possible annual 
savings of $36,500. 
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31. Stemming from a program of study conducted by the 
Atomic Energy Comniission on the problem of providing 
adequate insurance coverage for designers, contractors, and 
operators of private power reactors, insurance syndicates were 
formed to make available a liability coverage capacity of $50 
million to $65 miUion for any one accident. This reduces the 
possible need for a Government indemnity. 

32. Annual savings of about $100,000 resulted from improved 

gayroll procedures in the Panama Canal Company-Canal Zone 
ovemment, 
33. By adopting mechanized procedures, the Government's 

cost of serving the members of former employee beneficial associa
tions whose life insurance contracts have been assumed by the 
Civil Service Commission is $75,000 a year less than the cost 
previously incurred by the beneficial associations. 

34. A system of general ledger control accounts, improved 
control of accounts receivable and travel advances, and a more 
effective collection system reduced the outstanding balances of 
delinquent accounts in the U.S. Information Agency from 
$92,000 at June 30, 1966, to_ $5,000 as of October 10, 1956. 

35. Estimates indicate savings of approximately $438,000 a year 
will be realized from the adoption of mechanization procedures 
for an additional number of high volume insurance operations 
of the Veterans' Administration. 

36. Improvements in the accounting system and related pro
cedures of the U.S. Govemment Printing Office resulted in a 
reduction of 3.7 percent in accounting personnel despite an 
increase in the volume of the agency's operations; an annual 
savings of about $70,000. 

37. Finance procedures of Army for disbursemente and coUec
tions streamlined; improved invoice processing in Quartermaster 
Corps caused reduction of 145,000 vouchers and 5,590 man-hours 
each year. Navy developed better reporting to top management 
with respect to price changes in procurement, construction, and re
search and development programs. Air Force made considerable 
progress in integrating disbursement and allotment accounting 
and the accounting and finance functions. 

38. In the Treasury Department, the Bureau of Accounts 
carried forward technological improvements of disbursing op
erations in the Division of Disbursement, and integration of op
erations with agency accounting systems, aU resulting in addi
tional annual savings of over $500,000; U.S. Coast Guard 
established improved military pay procedures. 

39. In the Department of Health, Education, and Welfare, the 
Social Security Administration, Bureau of Old-Age and Sur
vivors Insurance realized annual savings of $120,000 by better 
procedures for certification of eamings for old-age and survivors' 
claims, and $100,000 by improvements in handling about 360,000 
inquiries a year from individuals conceming their insured status 
under the program. 

40. Public Housing Administration of the Housing and Home 
Finance Agency adopted improved budget procedures, reducing 
related paperwork by 80 percent. U.S. Information Agency 
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adopted procedure for oversea shipments which reduces num
ber of bills of lading by almost 90 percent. 

41. Simplifications in agricultural stabUization and conser
vation county office accounting procedures resulted in annual 
savings of approximately $750,000. 

42. Standard cost system and related procedures tested at one 
naval shipyard to be extended to other shipyard by Department 
of the Navy. Total value of Navy contract costs under audit 
during fiscal year 1957 amounted to over $6,576 million, and re
ductions in procurement costs as a result of these audits aggre
gated about $148 million. 

43. Department of Health, Education, and Welfare reduced 
the number of allotments issued by constituent offices. Combin
ing benefit payments to husbands and wives into one check will 
eliminate the annual preparation of over 20 million benefit checks 
and will result in recurring annual savings to the old-age and 
survivors insurance fund of over $1 million. Procedures devel
oped by Bureau of Old-Age and Survivors Insurance to provide 
quarterly updating and posting of eamings accounts will, it is 
estimated, result in annual savings of $600,000. Bureau of 
Old-Age and Survivors Insurance also estimates annual savings 
of approximately $200,000 will result from use of a machine 
which will prepare a microfilm copy of information recorded on 
magnetic tape without first printing a paper copy. Other mis
cellaneous procedural iinprovements by this Bureau in connec
tion with wage records have resulted in savings of approxi
mately $50,000 annually. 

44. Simplifications in accounting and related procedures of the 
Bureau of the Public Debt will save about $46,000 annually. 

45. Consolidation of the Commissary, Storehouse, and Service 
Center Divisions of Panama Canal Company into a single Supply 
Division resulted in the adoption of a simplified account structure 
requiring 350 fewer accounts, and a reduction of 40 employees, 
with estimated annual saving in salary coste of $100,000. New 
system of billing the three military departmente for me(Ucal and 
hospital care resulted in a substantial savings to Canal Zone Gov
emment. Survey of the railroad activity forms file resulted in 
the development of 9 forms to replace 63 forms. 

The above examples of savings are by no means to be construed as 
all the dollar savings made as a result of improvements in financial 
operations in agencies of the Federal Government, but are only 
typical examples. A concise summary such as the above cannot do 
justice to all the benefits obtained throughout Government from the 
improvements in accounting and related financial management func
tions. Improvements have been made in many phases of financial 
operations which in the aggregate amount to many millions of 
dollars in recurring annual savings. For example, there has been a 
significantly expanded use of internal auditing, resulting in improved 
internal control in the administration, operatioUj and management of 
the agencies. Most agencies have developed intemal auditing, to 
some degree, as a part of their management systems. Simplification 
of paperwork and procedures involved in the financial management 
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functions is another area in which many improvements have been 
made, ranging from the elimination of unnecessary redtape to the 
development of complete systems using electronic machines. The 
annual reports issued under the joint program are replete with exam
ples of savings and improved services that resulted. 



PART VI. IMPROVEMENTS IN BUDGETING AND 
ACCOUNTING UNDER SPECIFIC ACTS 

At the request of this committee, the General Services Administra
tion, the Department of Defense, and the Post Office Department, 
furnished the following information on the status of improvements 
under the Federal Property and Administrative Services Act of 1949, 
as amended (Public Law 81-152), title I V of the National Security 
Act Amendments of 1949 (Public Law 81-216), and the Post Office 
Department Financial Control Act of 1950 (Public Law 81-712), for 
inclusion in this report. 

FEDERAL PROPERTY AND ADSIINISTRATIVE SERVICES ACT OF 1949, AS 
AMENDED 

(PUBLIC LAW 81-152; 63 STAT. 377) 

BACKGROUND 
Organization of GSA 

The Federal Property and Administrative Services Act of 1949 
created the General Services Administration through a merger of (1) 
Bureau of Federal Supply and Office of Contract Settlenient, Treas
ury Department; (2) National Archives; (3) Public Buildings Ad
ministration of the Federal Works Agency; and (4) War Assets 
Administration. 

Since its creation, GSA has been a constantly growing and changing 
organization. Several additional functions have been added by new 
legislation, Executive orders, reorganization plans, delegations of 
authority, and by revisions of and amendmente to the Federal Prop
erty and Administrative Services Act. 

Financial operations 
Prior to merger.—^Wiien GSA was created through merger of the 

above-mentioned agencies, each of these agencies had its own account
ing, audit, reporting, and budget systems. There was little or no simi
larity in the financial organizations, allotment activities, cost struc
tures, and reporting and evaluation techniques of the various agencies. 

Present financial organization.—The Office of the Comptroller pro
vides complete financial services for all GSA programs. There are 
no financial organization units in the various GSA services. This 
Office consists of a central office operation and 10 regional counter
parts. I t s responsibilities include (1) formulation and administra
tion of the budgetary program including the defense of budget esti
mates before appropriate bodies; (2) the review and evaluation of all 
budgetary proposals; (3) the establishment and execution of prin
ciples, policies, and procedures covering fund, cost, operating, and 
property accounting and related reports; (4) the accountabiUty of 
property custodians; (5) the extensions of credit; (6) the determina-

157 
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tion of financial responsibility of all contractors with GSA; (7) the 
expenditure and collection of funds administered by GSA; (8) the 
conduct of internal audit and audit of GSA contractors' operations: 
(9) maintenance of a worldwide inventory of real property owned 
by and leased to the Federal Government; and (10) providing assist
ance to executive agencies in the development of property accounting 
systems in cooperation with the General Accounting Office. The 
policies, responsibilities, and authorities of each organizational com
ponent of the Office of the Comptroller are set forth in GSA's Policy 
Manual and Administrative Manual. 

Considerable progress has been made in developing an effective 
financial management system in the past 10 years. The cooperation 
and assistance of the Bureau of the Budget, General Accounting 
Office and Treasury Department under the joint financial manage
ment improvement program facilitated the achievement of these 
improvemente. 

PROVISIONS OP THE ACT 

Declaration of policy 
The act (section 2) established the following basic policy to guide 

GSA and other Federal agencies in acquisition, management, and dis
posal of Govemment property and records: 

I t is the intent of the Congress in enacting this legislation 
to provide for the Government an economical and efficient 
system for (a) the procurement and supply of personal 
property and nonpersonal services, includmg related func
tions such as contracting, inspection, storage, issue, specifi
cations, property identification and classification, transporta
tion and traffic management, establishment of pools or systems 
for transportation of Government personnel and property by 
motor vehicle within specific areas, management of public 
utility services, repairing and converting, establishment of 
inventory levels, establishment of forms and procedures, and 
representation before Federal and State regulatory bodies; 
(b) the utilization of available property; (c) the disposal of 
surplus property; and (d) records management. 

Transfer of functions, personnel, records, property, and funds 
Sunwnary of sections 103 through 107.—The act also transferred to 

GSA the functions, personnel, and records of three independent 
agencies—the National Archives, Federal Works Agency, and War 
Assets Administration and the Bureau of Federal Supply in the 
Treasury Department. Included in the transfer of the Bureau of 
Federal Supply were the functions of the Director of Contract 
Settlement and functions performed by the Bureau under delegation 
of authority from the Secretaiy of the Treasury in connection with 
stockpiling under the Strategic and Critical Materials Stock PUing 
Act (58 Stat. 811, as amended). 
General supply fund authorized 

Provisions of section 109.—The existing general supply fund was 
reconstituted for use by or under the direction of the Administrator. 
The general purposes for which the fund could be used were continued 
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except for those elements of cost which are determined to be indirect 
or overhead costs. 

In eliminating the indirect and overhead costs. Public Law 152, as 
amended by Public Law 754, 81st Congress, took cognizance of the 
recommendations of the Commission on Organization of the executive 
branch of the Government that the surcharge on the price of com
modities purchased centrally be eliminated and that such costs be 
paid through direct appropriations. 

Reimbursement procedures were simplified by giving increased 
scope to the advance payment method of financing purchases from the 
fund, and by substantially reducing certain cumbersome and costly 
altemative procedures. The revised reimbursement procedures gave 
effect, to the fullest extent practicable, to sound accrual accounting 
principles so that the books of the purchasing agencies would more 
accurately reflect the value of supplies and services actually received, 
and thus further the program to improve accounting throughout the 
Govemment. 

Losses incurred in prior years, as well as all assets and liabilities, 
are permitted to be considered in ascertaining the amount of surplus 
which must be covered into the Treasury as miscellaneous receipts. 
There is also a requirement for annual audit by the ComptroUer 
General and a report to Congress on the results thereof. Such reports 
and his recommendations as to the status and operations of the fund 
should be helpful to the Congress in ite consideration of supply activi
ties. 

Public Law 82-622 increased the ceiling on the authorized capital of 
the General Supply Fund from $75 to $160 million. 

Results of operation.—^Adequate financing of these activities through 
the revolving fund has promoted consolidated procurement of common 
use items by a staff of professional procurement officers in a central 
agency. This has minimized the procurement of these items by 
individual agencies where the volume of purchases did not warrant 
employment of procurement specialiste. 

Public Law 152, as amended, has led to a more effective Federal 
supply system through greater utilization of existing Government 
supply inventories and expansion of the consolidated procurement 
operations carried on by the General Services Administration through 
the general supply fund. 

There has been a steady upward trend in sales, inventories, and 
workload. Fiscal year 1959 produced sales of regular stores items 
amounting to $145.5 million and direct delivery sales of $124.3 million 
as compared with $26.0 million and $51.1 million, respectively for 
these items in 1950. The cost of inventories for sale at June 30,1959, 
totaled $52.9 million as compared with $7.2 miUion in 1950. 

The accounting system for the fund which also includes motor 
pool activities, as provided for in section 211, is maintained on the 
accrual basis. Reports and financial statements covering operations 
under the fund are submitted to the Congress amiually. 

An integrated electronic data processing system is being designed 
for the Federal Supply Service Stores Depot operations. This new 
systeni will replace the present manual and electromechanical methods 
and, when completed, will combine all customer order filling, inven-
(ory management, and related accounting operations into one auto
matic system through the use of an electronic computer. 



1 6 0 FINANCIAL MANAGEMENT EST THE FEDERAL GOVERNMENT 

Reimbursements by requisitioning agencies for credit to the fund 
have been expedited through adoption by the agencies of the payment 
procedures prescribed by the Comptroller General which provide for 
payment based on "constructive evidence of receipt." Thus, agencies 
may pay these bills promptly without evidence of actual receipt but 
where there is evidence of shipment to the agency. 

Property utilization 
Provisions of section 202.—The act imposes upon each executive 

agency the responsibility, in the first instance, (1) to maintain ade
quate inventory controls and accountability systems for its property; 
(2) to survey its property continuously to determine which is excess 
to its needs and promptly report excess property to the Administrator; 
(3) to care for such excess property; and (4) to transfer or dispose 
of such property in accordance with authority delegated and regula
tions prescribed by the Administrator. 

Results of operations.—Provision for, or a determination of, the 
adequacy and reliability of the property records of executive agencies 
for property utilization purposes has been encompassed by the develop
mental and survey programs carried out jointly by GSA and GAO 
under the provisions of sections 206 and 206 of Public Law 152. 

The need for improved inventory controls and accountability sys
tems in the executive agencies has received continuous attention since 
the joint accounting improvement program was initiated. These 
efforts were intensified and accelerated through the joint GSA-GAO 
survey and on-site assistance program conducted within the framework 
of the joint program. Significant developments in property account
ing are reported each year in the annual progress reports under the 
joint program. 

Policies, regulations, and delegations 
Provisions of section 205.—The act provides that the ComptroUer 

General, after considering the needs and requirements of the execu
tive agencies, shall prescribe principles and standards of accounting 
for property, cooperate with the Administrator of General Services 
and with the executive agencies in the development of property ac
counting systems, and approve such systems when deemed to be 
adequate and in conformity with prescribed principles and standards. 
The act requires (1) examination by the General Accounting Office 
of established property accounting systems to determine the extent of 
compliance with prescribed principles and standards and approved 
systems, and (2) reporte by the Comptroller General to the Congress 
of failure to comply with such principles and standards or to ade
quately account for property. 

Results of operations.—The working relationship agreed upon by 
the Comptroller General and the Administrator, GSA, under the 
Federal Property and Administrative Services Act of 1949 was set 
forth in memorandum to heads of departments and independent 
establishments on Januaiy 17, 1950. This agreement provides a 
pattern of cooperation under the joint accounting improvement pro
gram for a more effective and harmonious discharge of the inter
related responsibilities of the two agencies under Public Law 152. 

Within the framework of this working arrangement GSA and GAO 
have cooperated in (1) development of property accounting policies. 
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principles, and standards for guidance of executive agencies, (2) 
development, modification, and installation of integrated property 
accounting systems, and (3) development of procedures, regulations 
and other issuances {a) for simplifying the financial aspects of pro
curement, and (5) providing for more effective control and utilization 
of available property and the disposition of surplus property. 

Government-wide issuances published as a result of these joint 
efforts include, for example: (1) Section 1270 and chapter 7000 of 
the GAO Policy and Procedures Manual on property accounting; (2) 
Federal procurement regulation, section 1-3.604, Treasury Depart
ment Circular Nos. 1030 and 969, and GAO Manual 7, GAO 2700 and 
5120 which prescribe policies and procedures relating to the use of 
imprest fUnds; and (3) GSA circulars to heads of Federal agencies 
covering simplified methods for making small purchases and the 
budgeting for and control of office furniture and fixtures by tenant 
agencies. 
Surveys, standardisation and cataloging 

Provisions of section 206.—The act authorizes the Administrator, 
after adequate advance notice to the executive agencies affected and 
Avith due regard to the requiremente of the Department of Defense as 
determined by the Secretary thereof, to survey Government property 
and property management practices, and obtain reports thereon from 
executive agencies. GAO audits of property accounts are also re
quired by the act. 

Results of operations.—Joint GSA-GAO surveys: Subsection 
206(a) of Public Law 152 and the above-mentioned GSA-GAO Memo-
randandum of Working Relationships provides a basis for a program 
of joint surveys of executive agencies. 

Joint GSA-GAO surveys of property accounting systems of execu
tive agencies were initiated in 1961. Sixty-six agency property ac
counting systems have been studied, evaluated, and improvement 
recommendations made. Many of these recommendations have re
sulted in {a) better control over and management of Federal property, 
{b) elimination of unnecessary or excessive work in the pricing of 
individual stores issues for distribution to numerous aUotment ac
counts, (c) the discontinuance of property records for many low-cost 
items, and {d) the elimination of many thousands of individual prop
erty records through conversion to composite, or group records for 
furniture and fixtures. 

The basic objective of this joint effort is to assist and encourage 
executive agencies in the development of effective, simplified monetary 
proportv records, accounts, and procedures which will facilitate effi
cient agency and Government-wide management and utilization of 
available property and the disposition of property surplus to the needs 
of the Government. 

A Government-wide real property inventory program was initiated 
at the request of the Senate Committee on Appropriations in Senate 
Report No. 237, dated May 12, 1953. Prior to the completion of the 
first inventory in April 1955, there was no central source of informa
tion on the real_ property holdings of the Federal Government. The 
inventory now includes all real property owned by and leased to the 
Federal Government throughout the world as of tlie end of each fiscal 
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year. Recently the program was expanded to include information 
on the legislative jurisdiction of Federal properties within the States, 
and the first such report was issued in December 1959. The historical 
background of the real property inventory program and a summary 
of the benefits accruing to the Government through ready availability 
of such data are contained in part V: Improvements in Budgeting 
and Accounting, Government-wide, 1948-60 under the section entitled 
"Inventory of U.S. Govemment Property." 
Buildings management fund authorized 

Provisions of subsection 210 {f).—This subsection providing for 
the estabiisliment of a buildings management fund to be operated on 
a revolving fund basis was added by subsection (1) of section 1 of 
Public Law 82-622 as amended by Public Law 85-886. _ 

This fund was established for the purpose of paying expenses of 
building management operations and related services by GSA with
out fiscal year limitation. The fund is credited with related advances 
and reimbursements as specified, including reimbursements and re
coveries resulting from its operation. Any net income of the fund 
after providing for prior year losses is deposited annually in the 
Treasury of the United States as miscellaneous receipts. 

Accounting for the fund is required to be maintained on the accrual 
basis and financial reporte prepared on such basis. The amount of 
funds to be appropriated for use in the fund is limited to $10 million. 
The amendment of September 2, 1958 (Public Law 85-886) permite 
the deposit of rental moneys derived from leasing the LaFayette 
Building, Washington, D.C, into the fund as weU as the rentals re
ceived under leases executed pursuant to paragraph 13 of section 
210(a) for expenses necessary for buildings management operations 
and related services including demolition and improvements. 

Results of operations.—The availability of a revolving fund to 
finance building management operations without fiscal year limitation 
has permitted flexibility in planning and the rendering of service on 
a sound businesslike basis. Financing these operations through a 
revolving fund rather than annual appropriations has {a) simplified 
and improved the budgeting, accounting, and reporting processes, 
{b) facilitated the establishment of standard service rates for billing 
customer agencies, (c) resulted in better procurement and inventory 
management practices in connection with buUdings management sup
plies and equipment, i^d) permitted prompt payment of vendors' 
invoices, and (e) facilitated the review of budget estimates by the 
Bureau of the Budget and the Congress. 

Since initiation of operations under this fund on January 1, 1953, 
there has been a substantial reduction in the number of allotment and 
ledger accounts previously maintained and more accurate cost re
porting has been realized. I t also made possible the decentralization 
of the maintenance of cost control at the level where such responsi
bility can best be exercised. 
Interagency motor pools 

Provisions of section 211.—Public Law 83-766 amended section 211 
and provided for the establishment of motor pools and systems to serve 
Federal agencies, mixed ownership corporations, or the District of 
Columbia, upon ite request. 
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The general supply fund was made available for financing the estab
lishment, maintenance, and operation of motor pools and systems 
and the fumishing of vehicles, equipment, and related services. Bill
ings to using agencies are at prices set by GSA so as to recover all 
elements of costs, including among other things the cost of amortizing 
the purchase price of motor vehicjles and other equipment. Costs are 
required to be determined in accordance with the accrual accounting 
method and reports prepared on such basis. The act also requires 
an analytical justification for the establishment of each motor vehicle 
pool or system including cost comparisons to show expected savings. 
Cost records are required to be maintained to show the cost of estab
lishment, maintenance, and operation to provide a basis, among other 
things, for determining the feasibility of continuing any pool. Where 
experience over a reasonable period, not exceeding two successive fiscal 
years, fails to demonstrate savings the system is required to be dis
continued, and comparable vehicles and equipment returned to the 
transferring agencies. 

The act reqmres reimbursement of fair market value where vehicles, 
equipment or supplies taken over have been acquired by the owning 
agencies through expenditures from any revolving or trust fund 
authorized by law. When reimbursement is not required the capital 
of the fund may be increased or decreased by the value of vehicles, 
equipment or supplies taken over or returned by the fund. 

Results of operations.—^Forty-eight interagency pools Were in opera
tion at the end of December 1969. Nearly 15,000 vehicles were as
signed to these pools with equipment value approximating $17 million. 
The establishment of such pools generally resulte in a significant 
reduction in the number of vehicles required to handle the require
mente of the participating agencies and a reduction of approximately 
3.6 cents in cost per mUe. Fiscal year 1959 savings were estimated 
at $4.6 milUon. 

Separate accounte and records are maintained on the accrual basis 
for each pool which produces, for each of nine classes of veliicles, 
such major elemente of cost as operating expense, maintenance ex
pense, depreciation, and indirect expense, and in additioh, the cost of 
providing supplemental services such as drivers, shuttle and radio 
cars, and service station supplies. Reimbursements detained from 
using agencies are similarly classified and reported, permitting a 
determination as to whether rental rates established for each class of 
vehicle or charges for other type of service are in line with costs. 

From these accounte and records reports are produced for each 
po()l—in a summary form monthly and detailed form semiannually— 
which disclose income, expense of major cost elements, net profit or 
loss, costs per mile, and various statistical data. In addition to 
these reports prepared for internal GSA management, data are ob
tained from ttie system for preparation of GSA's pol-tion of the 
annual motor vehicle report and for submission of external budget 
justifications. 
_ The financial data provided by the system facilitates the prepara

tion of the analytical justifications and cost comparisons for purpose 
of determining saving which are required by the act ih connection 
with the establishment and continuation of each pool or system. 
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Examination by Comptroller General of books, documents, papers, 
and records of contractors 

Subsection 304(e) was added to section 304 by Public Law 246, 82d 
Congress, and requires that all contracts negotiated without advertis
ing shall include a clause to the effect that the Comptroller General 
of the United States or any of his duly authorized representatives 
shall, until expiration of the 3 years after final payment, have access 
to, and the right to examine any directly pertinent books, documents, 
papers and records of the contractor or any of his subcontractors 
engaged in the performance of and involving transactions related to 
such contracts or subcontracts. 

SUMMARY OF G S A ' S OVISRALL FINANCIAL OPERATIONS 

OTHER L E G I S L A T I V E AND ADMINISTRATIVE REQUIREMENTS 

In addition to the Federal Property and Administrative Services 
Act of 1949, as amended, there are other laws and administrative 
actions which have affected the financial operations of GSA. The 
more significant of these are: 

(a) Budget and Accounting Act of 1921, as amended. 
{b) Strategic and Critical Materials Stockpiling Act (58 Stat. 811), 

as amended, and related laws dealing with strategic materials. 
{o) PubUc Buildmgs Act of 1949. 
(d) Budget and Accounting Procedures Act of 1950, as amended. 
(e) Defense Production Act of 1950 (additional functions assigned 

GSA by Executive orciers and OCDM directives). 
(/) Abaca fiber program. Public Law 81-683 (program trans

ferred from RFC to GSA by Executive Order 10539, January 22, 
1954). 

{g) Reactivation and expansion of the Government-owned Nicaro 
nickel plant in Cuba. 

(A) Public BuUdings Act of 1959. 
{i) Transfer to GSA of the Federal Facilities Corporation from 

the Department of the Treasury (Executive Order 10720, effective 
July 1, 1957). Also RFC liquidation pursuant to Reorganization 
Plan No. 1 of 1957. 

FINANCIAL MANAGEMENT IMPROVEMENTS 

The financial operations of GSA have necessarily been expanded to 
meet these additional responsibilities. However, constant improve
ment and simplification of procedures have resulted in lower unit 
costs for handling the growing volume of GSA's activities. Employ
ment in financial services has decreased from a high of 1,440 in 1952 
to 1,273 as of June 30,1959. Highlights of progress made in improv
ing financial operations of GSA during the past 10 years are as 
follows: 

{a) An integrated accounting system has been established covering 
all program operations and the accrual basis for accounting adopted. 
This system was designed for integrating budget, accounting, and 
reporting procedures in which increased emphasis is placed upon the 
accrued expenditures of each activity. Financial data is thereby 
provided internal management which focuses on all resources applied 
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to programs and activities rather than only those resources obtained 
from current appropriations. It also provides needed information 
on the value of resources available for future operations. 

{b) Accounting and budget classifications are synchronized with 
each other and with organizational units and each budget activity 
directly supported by the accounts. This system, which provides a 
consistent pattern for recording and reporting financial data, permits 
management at all levels to compare actual performance with pre
vious budget estimates and provides adequate accounting support for 
current budget estimates. 

(c) Accounting has been decentralized to the regional offices under 
the direction of regional comptrollers and branch office accounting 
techniques are utilized. ' j 

{d) Monetary property accounts have been established as an inte
gral part of the accounting system and physical inventories placed on 
regular time schedules. Accounting control over capital assets facili
tates the maintenance of accurate detail property records and promotes 
efficiency in the management and utilization of Government property. 

(e)_ The appropriation structure and allotment systems have been 
simplified and the level of allotmente raised to the highest practicable 
level. This has resulted in the elimination of many hundreds of detail 
allotment accounte. 

(/) The audit program has been expanded to include appraisal and 
review, on a progressive basis, of GSA operations generally. Signifi
cantly, this is beyond its past emphasis on GSA financial management 
activities and those of its contractors. 

{g) Comprehensive perfonnance analysis systems relating costs to 
production and covering all staff and program activities have been 
developed and placed in operation. 

{h) Conversion of accounting records to electric accounting ma
chines is practically complete. In addition, medium scale electronic 
computers have been installed in 5 of GSA's 10 regional offices. The 
computers are being utilized for (1) the FSS stores operation and 
related accomiting and (2) payroll, 

{i) A financial reporting system has been developed and con
tinued emphasis is placed on refinement and improvement of methods 
to provide useful and timely financial data for both GSA internal 
management and external requiremente. 

FUTURE PLANS FOR IMPROVEMENT 

Inasmuch as GSA has achieved the basic objectives of the financial 
management improvement program, future efforts will be directed 
toward further refinement and improvement of operating procedures. 
Particular emphasis will be given to the extension of automatic data 
processing instaUations and further conversions from manual to 
punched card procedures. Emphasis will be continued on employee 
training and development and the recruitment of trainees under a 
GSA-Civil Service Commission training agreement. The training 
program is designed to increase technical competency and accelerate 
the growth and development of management talent in order to insure 
continuity of sound, efficient financial management. 
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Over 100 specific projecte have been established for fiscal year 
1960 which are aimed at achieving further improvement in the finan
cial operations. A few of these in each area of financial operations 
are listed below: 
Accounting 

{a) Functional and organizational realinements in financial opera
tions will be made to increase efficiency and provide better service 
to management. 

(&) Several projects have been established which will improve 
methods and procedures in the following areas: (1) Examination, 
processing, and payment of invoices and payrolls; (2) property ac
counting 5 (3) accounts receivable and billing; (4) cash controls; 
and (5) cost accounting, 

((?) A system is in its final stages, and programing has started, for 
a fully integrated FSS stores, inventory management, and related 
accounting appUcation on a large scale computer in region 3, The 
system should become operation^ in the latter half of fiscal year 1961, 
In addition, a systems study has been started looking toward a com
pletely integrated data processing operation for the benefit of build
ings management activities in PBS. 
Audits 

{a) Develop and disseminate to all operating levels of GSA, in
formation regarding the objectives of the expanded audit program 
and ite relationship to all levels of management. In addition, a 
periodic publication of a "Digest of Audit Findings and Recommen
dations" will be issued for use of management in evaluating regional 
and central office operations and procedures. 

(6) Develop a program designed to promote the growth and effec
tiveness of the professional staff. 
Budget 

{a) Continue study to simplify, standardize, and strengthen budget 
presentation. 

{b) Develop sound basis for determining comparative regional 
performance for financial operation for purpose of determining ade
quacy of staffing and areas of strength an(l weaknesses, 

{c) Analyze and make desirable simplifications and improvements 
in the allotment pattern and budgetary cost accounts. 

{d) Study paperwork, document flow procedures, and report for
mats in order to minimize paperwork and to increase the effectiveness 
and efficiency of methods involved in the budget processes. 
Credit and finance 

{a) Development of procedures for handling delinquent accounts 
receivable in order to improve control and coordination with contract
ing services and speed up coUections, 

(6) Study certain supply contracts to ascertain possibilities of 
improving Government's position in such matters as stockpile sites, 
set-aside for small business, and obligations to purchase contractor's 
production. During the 3 fiscal years 1958 to 1960 inclusive, these 
efforte to which financial operations contributed substantially re
sulted in the accomplishment of negotiated contract cancellations and 
contract reductions totaling over $374 million for the purchase of 
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Strategic and critical materials no longer considered necessary for 
meeting defense requiremente. 
Reports 

{a) Increased emphasis will be given to the development of more 
effective, timely and useful reports for internal management. Bureau 
of the Budget, and the Congress, 

FINANCIAL RESULTS ACCOMPLISHED UNDER TITLE IV OF THE NATIONAL 
SECURITY ACT AMENDMENTS OF 1949 

(PUBLIC LAW 81-216; 83 STAT. 578) 

ESTABLISHMENT OP COMPTROLLER OF THB DEPARTMENT OF DEFENSE 
(SEC. 401) 

Section 401 of the National Security Act Amendmente of 1949 
authorized the establishment of a Comptroller in the Department of 
Defense. The Comptroller, who is one of the Assistant Secretaries 
of Defense, advises the Secretary of Defense in budgetary and fiscal 
matters and performs the following functions: 

(1) Supervises and directs the preparation of the budget 
estimates of the Department of Defense; and 

(2) Establishes and supervises the execution of— 
(a) Principles, policies, and procedures to be followed 

in connection with the organizational and administrative 
matters relating to— 

(i) the preparation and execution of the budgets; 
(ii) fiscal, cost, operating, and capital property 

accounting; 
^iii) progress and statistical reporting; 
(iv) internal audit; 

(b) Policies and procedures relating to the expendi
ture and collection of funds administered by the Depart
ment of Defense; and 

(3) Esta-blishes uniform terminologies, classifications, and 
procedures in all such matters. 

In addition, there have been included among the functions dis
charged the supervision of policies and procedures in contract financ
ing and contract auditing, and, in connection with the latter, the 
function of advising the Assistant Secretary of Defense (Supply 
and Logistics) with respect to cost accounting and other matters 
related to contract pricing. 

The Department of Defense, late in 1969, reorganized the Office 
of the Assistant Secretary of Defense (Comptroller) into three major 
suboffices each headed by a Deputy Comptroller: i.e., (1) Deputy 
Comptroller (Budget), (2) Deputy Comptroller (Accounting, Fi
nance, and Audit Policy), and (3) Deputy Comptroller (Financ^ial 
and Operating Management). In addition, functions pertaining 
to economic analysis and estimates continued to be the responsibility 
of a separate division reporting directly to the Assistant Secretary, 
This reorganization will bring about better correlation and direction 
of closely related or allied functions under a minimal number of 
supervisory officials immediately below the Assistant Secretary, 

65686—61- 12 
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MILITARY DEPARTMENT BUDGET AND FISCAL ORGANIZATION DEPART
MENTAL COMPTROLLERS (SEC, 4 02) 

Each military department appointed a comptroller shortly after 
enactment of title IV, and these comptrollers have functioned in the 
manner required by the act in the same areas of budgetary and 
fiscal managment as required for the Comptroller of the Department 
of Defense, 

In the case of the Departments of the Army and Air Force, the 
Comptroller has been a general officer responsible, as a Deputy Chief 
of Staff, concurrently to the Chief of Staff of that military depart
ment, as well as directly to an Assistant Secretary of that department 
who has the top responsibility for the area of financial management. 
On the other hand, in the Department of the Navy, the Assistant 
Secretary responsible for financial management was also named Comp
troller, but more recently, with the reduction in the number of 
Assistant Secretaries of each military department, the Under Secre
tary of the Navy has been named the Comptroller. The Deputy 
Comptrollers of the Army and Air Force have been civilians; the 
Deputy Comptroller of the Navy has been a rear admiral. 

As authorized by the act, there has been estabUshed in each of the 
three military departments a comptroller organization at each level 
below the military department headquarters, including headquarters 
of each major command, bureau, and technical service, and each 
of their major field installations. 

While it is possible that the results of both section 401 and section 
402 might have been obtained administratively without the use of 
title IV, it is unlikely that aU of the budgetary and fiscal functions 
would have been unified and integrated within this time period, and 
thus there would not have been as much progress as has been accom
plished to date in performing these functions. From the standpoint 
of civilian control over the budgets and programs of the Department 
of Defense, the results of this legislation cannot be overemphasized. 

PERFORMANCE BUDGET (SEC. 403) 

This section of the act has provided the basis for important reforms 
in the presentation and justification of budget estimates of the Depart
ment of Defense in support of appropriation requests to the Congress 
and in support of requests for apportionment authority to the Secre
tary of Defense and Bureau of the Budget. These reforms have been 
important also in the preparation, review, and analysis of budgets at 
every level within the Department of Defense as a basis for budget 
approval and control through the funding process. 

Under the authority of this provision, the Appropriations Com
mittees of the Congress accepted proposals of the Department of 
Defense, supported by the President and the Director, Bureau of the 
Budget, to completely revise the appropriation structure of the 
Departments of the Army and Navy. Such extensive changes were 
not required with respect to appropriations of the Department of the 
Air Force, which was newly created under the National Security 
Act of 1947, and its appropriation structure was cast initially in the 
pattern later developed for the Departments of the Army and Navy. 
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Previously, most of the Army and Navy appropriations had been 
made individually for the technical services of the Army and the 
bureaus of the Navy. In the main, each such appropriated fund 
provided for financing in a given technical area, research and develop
ment, procurement of equipment and materiel of all kinds, storage 
and distribution of materiel, and also operating and administrative 
expenses of the major commands of the Armed Forces as well as the 
respective bureaus and technical services. In the case of the Army 
Corps of Engineers and Navy Bureau of Yards and Docks, their 
appropriations included construction and maintenance of all facilities. 
Each appropriated fund Was a 1-year appropriation; that is, it expired 
for obligation at the end of the budget year although it was available 
2 more years for expenditure to liquidate obligations. 

Today the appropriations for each military department are made 
for that department as a whole without respect to any suborgani-
zational identification. In this connection, operating and capital 
programs have been separated in the several appropriations into 
readily identifiable functional programs. The present uniform 
appropriation-account pattern for the three military departments and 
Office of Secretary of Defense is as foUows: 

Military personnel: 
Active Forces. 
Reserve Forces. 
National Guard. 
Retired. 

Operation and maintenance: 
General. 
National Guard. 
Claims and contingencies. 

Research, development, test, and evaluation. 
Procurement and production (of capital-type equipment and 

materiel): 
Aircraft and related procurement. 
Missiles and related procurement. 
Ordnance and related procurement. 
Shipbuilding. 
Other. 

Military construction: 
General. 
Reserve Forces. 
National Guard. 

In the Department of the Navy there are separate appropriations for 
the Marine Corps for military personnel, operation and maintenance, 
and procurement and production. 

Each of the foregoing five categories of appropriations is the sub
ject of a separate specific section in the Department of Defense Ap
propriation Act for the fiscal year 1960, and this results in a procedure 
for justification and review of budgets whereby the similar functional 
programs of each service are reviewed in comparison with one another. 

Under this section of the act it is also required that the budget esti
mates for each separate appropriated fund should be prepared, pre
sented, justified, and administered "so as to accoimt for and report 
the cost of performance of readily identifiable functional programs 
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and activities." Moreover, it is provided that so far as practicable 
the budget estimates and authorized programs of the military depart
ments "shaU be set forth in readily comparable form and shall follow 
a uniform pattern." Great progress has been made in the attainment 
of this goal under each of the appropriated funds, although in this 
respect further refinements are required, especially in budget 
presentations on a comparable basis and in the development of ap
propriate budget accounts for the operation-and-maintenance appro
priations for the Navy and Air Force corresponding to the pattern 
developed for the operation-and-maintenance appropriation of the 
Army. 

Reform of the appropriation structure has also been most important 
in simplifj'ing budgetary control through reduction of the number of 
allotments of funds to each operating unit. Formerly any one oper
ating unit in the Army or Navy was financed under separate allot
ments from several technical services or bureaus. The appropriation 
reform has permitted each operating unit to have only one allotment 
from its own managing technical service, bureau, or command for 
each appropriated fund which finances a separate major program in 
which it is engaged. This permits streamlining the administrative 
channel of budget submissions, reviews, and approvals. Each oper
ating unit is budgetarily responsible direct to its own operating 
agency—not to a number of "absentee landlords." 

From the standpoint of accounting and reporting, this section is 
important in establishing the same pattern as rec|uired for budgeting. 
And here further extensive development is required, especially upon 
the cost-basis or accrual basis of accounting, correspondmg to the cost 
basis of budgeting. 

Further improvements in budgeting and accounting are being made 
under Public Law 84-863 ̂  through a special program for improve
ments in financial management in Department of Defense with the 
complete support of the Director of the Bureau of the Budget and the 
Secretary of Defense. These improvements are being made for each 
individual appropriated fund area inasmuch as each area has its own 
individual problems. In this connection, reference is made to Depart
ment of Defense Directive 7040.1, "Program for Improvement in 
Financial Management in the Area of Appropriations for Operation 
and Maintenance," dated May 29, 1959. This directive established 
for the operation and maintenance area the policies and procedures to 
be followed in effecting further improvements and requires each mili
tary department to prepare and carry forward time-phased programs 
in terms of specific projects required to be accomplished. 

OBLIGATIONS OF APPROPRIATIONS (SEC. 404) 

In general, the Department of Defense controls the rates of obliga
tions under appropriations based upon apportionment procedures 
required under section 3679, Revised Statutes, Antideficiency Act. 
This control is effected through review and approval or adjustment 
by the Secretary of Defense of budgets forwarded in support of 
apportionment requests to the Bureau of the Budget. However, on 

1 Legislative history and provisions of Public Law 84-863 are found on pp. 92-97 of 
tills report. 
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a selective basis this section has been used to establish supplemental 
obligation controls within the amounts apportioned for obligation by 
the Bureau of the Budget. For example, in the area of operation-and-
maintenance appropriations, separate obligation limitations have been 
established for each of the several major programs included under 
each of these broad appropriations. And in the case of procurement-
and-production appropriations, obligation limitations have been 
established for selected major items to be procured under those 
appropriations. Such supplemental administrative controls are some
times important on a selective basis as a means of requiring observance 
of the terms of approved programs and budgets at every level in the 
Department of Defense, 

WORKING-CAPITAL FUNDS (SEC, 405) 

Working-capital funds authorized by section 405 aro revolving 
funds of two types: (1) "stock funds" for financing inventories of 
consumable materiel, and (2) "industrial funds" for financing opera
tions of industrial- and commercial-type activities. 

The extensive use of these working-capital funds has been effective 
in aiding implementation of section 403, "Performance Budget," as 
well as in directly faciUtating better management of inventories of 
consumable materiel and industrial- and commercial-type activities. 
This is because the inventory managers and the managers of the indus
trial-fund activities have been enabled to operate more nearly like 
merchandising and industrial corporations, with seUing of their goods 
and services to the using activities which are financed by allotments 
of appropriated funds. The using activities issue orders against their 
funds in the same manner as contracts and purchase orders are placed 
with independent commercial contractors. 

From the standpoint of the inventory managers, reimbursements for 
sales of materiel provide the means for replenishment of stocks. De
pendence on reimbursements from sales requires inventory managers 
to do a good job of forecasting sales, maintaining adequate, balanced 
stocks for sale; effecting timely and orderly procurement; and avoid
ing dead stocks. 

From the standpoint of industrial-fund managers, reimbursements 
for the cost of goods and services produced requires them to be more 
efficient in order to satisfy their customers on price and service. 

Stock fumds 
Four stock funds have been established—one for each service in

cluding the Marine Corps. The Navy had used a stock fund for 
many years. Section 405 merely extended authority for stock funds 
to the other services. 

The use of the stock fund has been extended in the Army, Navy, 
and Marine Corps to cover technical-type material such as spare 
parts, as weU as common commercial-type materiel of a consumable 
nature such as clothing, food, and medical supplies. In the case of 
the latter examples, separate stock-fund divisions have been estab
lished under single-manager assignments wherein one agency is en
abled to procure and "wholesale" all materiel for aU of the services, 
resulting in elimination of duplicating procurement and a reduction 
in inventory-management functions. 
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The status of stock funds in the military departments as of June 30, 
1959, were as follows: 

[In thousands of dollars] 
Army, total $5, 546,186 

Chemical supplies and equipment 34, 287 
Engineer supplies and equipment 451, 889 
Medical-dental 41,441 
Ordnance supplies and equipment 2,056, 780 
Clothing and equipage 124, 804 
General supplies 242,949 
Petroleum and allied equipment 106, 017 
Subsistence 116,265 
Single manager clothing and textiles 1, 826, 388 
Single manager subsistence 126,391 
Singnal supplies and equipment 350,752 
Transportation supplies and equipment 67, 679 
Defense supply service 544 

Navy, total 1,987,140 

Special clothing and textiles 19, 584 
Photographic materiel 9, 628 
General stores 389,400 
Ship's repair parts 481, 642 
Forms and publications 6, 558 
Medical and dental (retail) 6,680 
Provisions 59, 801 
Electronics repair parts 215, 264 
Submarine and reactor repair parts 39, 793 
Ship's store and commis.sary store stock 35, 405 
Resale clothing and accessories 29, 353 
Fuels and related items 162, 351 
Base equipment and repair parts 47, 316 
Other (special clearances and transactions) 4,003 
Single manager medical and dental materiel 301,134 
Scrap, salvage and excess 179,163 

Marine Corps, total 406,605 

General property 121, 338 
Clothing and textiles 38,131 
Ordnance, tank, automotive 150,018 
Subsistence 5, 089 
Fuel supply 2,153 
Construction supplies aud related equipment 35, 961 
Commissary stores 2, 027 
Communication, electronic and electric stocks 51, SSS 

Air Force, total 4.36, 640 

Clothing 45, 908 
Medical-dental 24,268 
Aviation fuel : 235,168 
General supplies 77, 353 
Commissary 53, 646 
Air Force Academy 302 

Total 8, 376,576 

The use of stock funds has resulted in better inventory management 
with substantial savings through use of stocks by reduction of inven
tories and elimination of procurement for replenishment of stocks 
which might have taken place otherwise. While it is impossible to 
estimate the amount of savings resulting from the use of stock funds. 
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and to the existence of better budgetary and inventory data for this 
area of materiel, it is significant that reductions of inventories in stock 
funds have permitted the return to the Treasury of excess fund au
thorizations in the approximate total amoimt of $5 billion through the 
fiscal year 1960. (Transfers of excess cash to other funds for other 
purposes, in lieu of new appropriations, are included.) 

Policies and ultimate objectives conceming the use of stock funds of 
the military departments: Department of Defense regulations govern
ing stock fund operations authorize but do not direct the use of stock 
funds by the military departments to finance all inventories of con
sumable materiel. I t has been and is presently the objective to extend 
as expeditiously as feasible the use of stock funds on a uniform basis 
for the three military departments based upon maximum appropriate 
use of this authority. For example, it is not presently considered 
that it would be appropriate to finance ammunition under the stock 
fund. 

To a considerable degree it is believed that achievement of the ulti
mate objectives in the use of stock funds will depend upon the satis
factory implementation of the Department of Defense program for 
improvement in financial management, especially in the area of opera
tion and maintenance appropriations. This is a program in which 
there is participation by the Bureau of the Budget, the General Ac
counting Office, and the Treasury Department under the joint ac
counting improvement program. I t is designed to implement Public 
Law 863, 84th Congress, as well as title IV of the National Security 
Act, as amended, with respect to : 

fa) the use of cost-based budgeting. 
(b) the use of a consistent account structure for purposes of 

programing, budgeting, and accounting (including budgeting and 
reporting). 

{o) the use of the accrual basis of accoimting with financial 
accounting for property as an integral part of the system. 

{d) simplification of funding practices. 
Any one of tne following methods of financing inventories of con

sumable materiel would be consistent with this program: 
(̂ a) Stock funds at all levels for all stocks. 
(b) Stock funds at depot level; operation and maintenance 

funds for retail stock. 
(c) Stock funds, excluding locally purchased materiel which 

would be financed from operation and maintenance funds at in
stallation level. 

{d) Procurement and production appropriations for centrally 
procured materiel; operation and maintenance funds for local 
procurement. 

(e) Operation and maintenance appropriations for centrally 
procured as well as locally procured materiel. 

However, cost-based budgeting and accounting would be required for 
costs of materiel consumed under any one of the alternatives. Under 
alternatives {d) and (e), costs of centrally procured materiel would 
be unfunded costs to the users of such materiel. 

Here it may be mentioned that DOD directive 7041.1, issued by the 
Secretary of Defense on May 29,1959, defines consumable materiel as 
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distinguished from capital-type materiel consistent with DOD in
struction 7420.5 for stock funds as follows: 

Materiel, consumwble.—Materiel which after issue from stock 
is consumed in use or wliich, while having continuing life, be
comes incorporated in other property, thus losing its identity 
(for example, spare parts). Excludes major components of 
equipment, such as aircraft engines, ship propeller shafts, and 
electronic "black boxes." 

NOTE.—It is impracticable to establish by definition a precise 
dividing line between consumable materiel and capital-type 
materiel with respect to componente of equipment. However, 
any components of equipment which are susceptible to cost con
trol upon the basis of budgeting and accounting for the cost of 
consumption should be considered to be consumable materiel, and 
all other components should be considered to be capital-type 
materiel. 

Materiel, capital-type.—^All items of property, except real estate 
and consumable materiel (q.v.), necessary for the equipment, 
maintenance, operation, and support of military activities with
out distinction as to their application for purposes of combat, 
logistical support, or administration. 

Thus, by aircraft spare parte, is meant those items used in repair 
of aircraft and aircraft equipment, but excluding major components 
such as engines and electronic black boxes, which are presently con
sidered to De capital-type materiel appropriate for financing under 
appropriated funds. 

Capital-type materiel would be required to be financed under pro
curement and production appropriations except for certain equipment 
authorized to be locally purchased under operation and maintenance 
funds. 

The Department of the Army has installed the use of stock funds 
to cover all major categories of consumable materiel expected to be 
financed under stock funds, pursuant to this program, wim the excep
tion of aircraft spare parte. However, in the case of certain categories 
of materiel, stock funds are used only to finance stocks at the depot 
level which are under the management of the several teclmical services. 
However, as a test in the 3d Army, there has been installed a stock-
fund division which presently includes aU of the categories of materiel 
at nine installations of the 3d Army, This stock-fund division, which 
is under the management of the Continental Army Command, if suc
cessful as expected, will be extended to the entire Zone of the Interior. 
This division includes inventories of all materiel categories in the 
technical-service stock-fund division, except Transportation Corps; 
however, it excludes engineer repair and utility supplies which are 
financed under installation allotments on a local purchase basis. I t is 
expected that additional stock fund divisions would be established on 
a similar pattern for depot stocks for overseas commands. 

The Department of the Navy has instaUed the use of stock funds at 
all shore supply activities on a worldwide basis for all major cate
gories of materiel expected to be financed under stock funds, with the 
exception of aircraft spare parte. In addition, the stock fund is used to 
finance consumable materiel carried afloat in fleet issue ships and on a 
test basis in tender and repair ships. Studies are currently being 
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made in Navy which are considering the extension of use of stock 
funds to certain combatant-type ships. 

The Department of the Air Force has installed the use of stock 
funds at all levels for categories of materiel which are generally 
known as "common use," but it has not used the stock fund to finance 
inventories of spare parte or other categories of technical materiel. 
It has not yet utilized the stock funds to finance general supplies 
below the depot level nor local procurement of common commercial 
consumption-type materiel. In this respect, it is likely that the Air 
Force will find useful some of the methods of operating stock funds 
developed in the Army and Navy. 

Industrial funds 
Each military department has its own industrial fund. Within 

each fund, a separate division is estabUshed for each authorized major 
industrial- or commercial-type activity which is financed under the 
fund; certain minor activities centrally managed are financed under 
one division (for example. Navy field printing plants). 

In improving management and operations of activities financed 
under industrial funds, primary emphasis has been placed upon de
veloping buyer-seller relationships with their customers. This has 
also been the principal criteria for utilization of the industrial funds. 
Under this relationship quasi-contracts called "project orders," or 
their equivalent have been used as the basis of performing work or 
services for customers by industrial-fund activities. This relationship 
has been built most strongly between the shipyards and their customers 
in the fleets, as well as the Bureau of Ships, and between the Military 
Sea Transportation Service and Military Air Transport Service and 
their customers in the three military departments. Continued devel
opment of such relationships between all industrial-fund activities is 
being fostered. 

The use of the industrial fund has promoted the installation and 
use of modem cost accounting and cost controls in the activities 
financed thereunder. The atmosphere of the revolving fund facili
tated development of the use of cost standards as a basis for budgeting 
and control in lieu of rigid limitations on costs to be incurred under 
each job subdivision, wliich had been rather general. However, it 
is now becoming appreciated that it is not necessary to use the 
industrial fund to have modem cost accounting and cost control. 
Improvements in budgeting and accounting for appropriated-fund 
activities are being developed which utilize good cost accounting 
methods. This will focus attention in the future to the selection of 
the use of the industrial fund (rather than an appropriated fund) 
based upon the primary criteria of its appropriateness for exploit
ing the buyer-seller relationship between the industrial- or commer
cial-type activity and its customers for the bulk of the work performed. 
Where the total amount of reimbursemente for the cost of work or 
services is relatively minor in relation to total costs of any activity, 
it is considered more appropriate and simpler to use an appropriated 
fund. _ Hence, the major task in the future with respect to industrial 
funds is to improve the use of budget, control, and accounting tech
niques to bring about better management. 
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Experience has shown the Department of Defense that it would be 
desirable to finance acquisition of machinery and equipment under 
the industrial fund for installation in and use by the activities financed 
thereunder (not land and buildings, nor ships and aircraft). In such 
case, the industrial-fund activities would charge their customers for 
the use of the machinery and equipment (depreciation costs) in the 
manner customary in private industrial enterprise. 

The status of industrial-fund activities, as of July 1, 1959, for the 
three military services are shown below. No major extension of the 
use of industrial funds is presently contemplated except for additional 
aircraft overhaul shops in Navy and Air Force and additional depot 
maintenance activities in Army. 

Estimated 
annual op

erating costs 

Employment 

Civilian Military 

Army: 
8 arsenals and armories. - - -
7 depots (manufaeture and repair) 
6 laboratories and proving groimds 
1 Army Ordnance Missile Command 
3 transportation terminals 
1 pictorial center 

Total 

Navy: 
12 shipyards , 
7 naval ordnance plants 
3 laboratories 
4 public works centers 
1 Military Sea Transportation Service 

19 printing plants 
1 naval aircraft overhaul and repair facility 
1 naval avionics facility 
1 clothing factory 

Total 

Air Force: 
9 printing plants 

48 laundry and dry cleaning plants 
1 Military Air Transport Service 

Total- - -

Grand total 

Thousands 
$283,993 

33,527 
142,242 
163,600 
88,841 
7,693 

719,896 

130,796 
89,056 
32, 925 

395,132 
12,260 
19,822 
24, 796 
6,232 

I, 577,408 

8,236 
7,210 

301,221 

316,667 

2,613,971 

26, 712 
3,340 

12,202 
13, 737 
6,786 

740 

63, 517 

100,852 
14,191 
5.646 
3,928 
9,038 
1,187 
2,602 
2,591 
1,250 

141,285 

2,922 
3,103 

6,887 

211,689 

658 
39 

4,091 
1,693 
962 
334 

7,677 

2,105 
1,432 
144 
32 
386 
19 

1,378 
12 
3 

6,571 

28 
211 

26,195 

26,434 

39,682 

With respect to both types of working capital fmids (stock funds 
and industrial funds), comprehensive Department of Defense regula
tions and instructions have been issued to govern operations and 
prescribe uniform formats for budgets and reports. Annual reports 
on working-capital funds have been submitted to the President and 
the Congress as required by section 405. 

MANAGEMENT FUNDS (SEC. 4 0 6 ) 

A separate management fund was established for each of the three 
military departments as authorized by this section. 

These funds have not been used extensively, but they have been 
useful in the financing of certain joint projects, such as operation of 
the Armed Forces Supply Support Center, and in providing a sort of 
special deposit account to cover central payments of bills from rail
roads and other commercial carriers for transportation of material 
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and personnel chargeable to many activities throughout the respective 
military departments. 

ADJUSTMENT OF ACCOUNTS (SEC. 407) 

There have been a number of instances where this section has been 
used for authority to transfer funds and personnel from one military 
department to another military department as required to support 
transfer of functions as directed by the Secretary of Defense under 
provisions of the National Security Act. 

AVAILABILITT OF KEIMBURSEMENTS (SEC. 408) 

This section has been used to clarify the authority of the Depart
ment of Defense to credit reimbursements (for services rendered and 
supplies furnished) to appropriated funds as distinguished from 
working-capital funds. 

The use of reimbursements between activities of the same military 
department, as well as between two military departments, for serv
ices rendered or supplies furnished, is considered to be very important 
as the means of transferring costs to the ordering activities, creating 
cost consciousness in the ordering activities, and facilitating cross-
servicing between activities, with resultant more efficient use of facili
ties and avoidance of duplicating service facilities. While special 
authority exists for the use of reimbursements to working-capital 
funds under section 405 and to management funds under section 406, 
the same advantages are provided under this section through reim
bursement to appropriated-fund activities which furnish work or 
services or provide material to other activities. 

Special procedures have been developed for budgeting, funding, 
and accounting for reimbursements between activities financed by 
appropriated funds. Considerable progress has been made in the 
installation and use of these procedures but more remains to be 
accomplished. 

The use of reimbursable methods has permitted avoidance of the 
use of great numbers of suballotments between activities for the 
purpose of financing serrices rendered and procurement of material. 
In fact, the use of suballotments for these purposes was the primary 
reason for the excessive number of "fund pockets" at many operat
ing units throughout the mUitary departments. The use of these 
reimbursable methods is most important in accomplishing the objec
tive of simplification of administrative subdivision of funds under 
Public Law 863, as cited above in the discussion of results under 
section 403. 

COMMON USE OP DISBURSING FACILITIES (SEC. 409) 

Use of disbursing facilities of one military department by another 
has been important in simplified handling of fmancial transactions 
arising in connection with interservice activities. And the Office of 
the Secretary of Defense utilizes disbursing facilities of the Army and 
Navy, thus avoiding a separate disbursing facility. 
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Unfortunately joint use of disbursing facilities of one military 
department by two or more services, where appropriate, has not been 
as common as it should be because of the existence of different de
tailed procedures in accounting for cash transactions in the several 
services. Some progress has been made in developing uniform pro
cedures, but more remains to be accomplished. 

REPORTS OF PROPERTY (SEC. 410) 

Financial property accounting records have been established and 
reporte based thereon have been provided under the authority of this 
act for all three military departments. Property covered by financial 
accounting has included inventories of consumable materiel held in 
stock funds, other inventories of consumable materiel, equipment, 
ships, aircraft, etc., investments in real property and installed equip
ment, and materiel and equipment in the hands of Govemment 
contractors. 

Prior to the enactment of title IV, the Army and Air Force had 
had no financial accounting for property. However, the Navy had 
long had this type of accounting. 

The use of financial accounting for property and reports thereon 
has permitted more effective utilization of property, provided more 
accurate data for use in property management, and enabled better 
inventory management, including reduction of stock levels and mini
mization of procurement requirements and disposition of excess prop
erty than was possible without the use of data provided by this system. 

i t is significant that Public Law 863 extended the requirements of 
accounting for property to all Govemment agencies, as well as the 
Department of Defense. 

For the future, considerable work needs to be done to integrate 
financial accounting for property with accomiting for fund expendi
tures (other than m the area of workmg capital funds), to reduce 
paperwork involved in financial accounting for property transactions, 
to improve financial property reporte and to bring about the most 
effective utilization by management of the data provided in the 
records and reports on inventories and other property. 

FINANCIAL IMPROVEMENTS OF THE POST OFFICE DEPARTMENT 

GENERAL 

The first task of the Post Office Department was to modemize the 
accounting organization and system and install a financial control and 
reporting program adequate for the needs of management. 

Formerly financial practices were primarily concerned with the 
accountability of public funds. Financial statements were neither 
adequate nor timely and therefore were not useful as a management 
tool. Uncoordinated accounting, budgeting, and costing were done 
independently by the various bureaus. There were few professional 
accountants and no certified public accountants on the rolls engaged 
in accounting work. 

Once the need for rebuilding the financial structure had been de
termined, a modem controllership program was established. 
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The Department recruited and retained personnel to staff both 
the departmental and regional controller offices and in a substantial 
way in larger post offices, assuring continuity. Over 60 certified 
pubUc accountants have been attracted to our program and are pres
ently on the rolls. 

Postmasters have been relieved of more than two-thirds of their 
bookkeeping and office details through the centralization of this work 
in the 15 regional controller offices. Complete reorganization of the 
accounting procedures was made and the latest types of mechanical 
and electronic equipment were installed to develop the facts and 
report them. 

Through intelligent analysis and interpretation, postal manage
ment at all levels receive timely and comprehensive financial and 
operating reporte. 

In addition, an effective internal audit program was developed and 
is now in operation whereby the Postmaster General is informed as 
to the integrity of the Department's financial operations. 

P O S T O F F I C E D E P A R T M E N T F I N A N C I A L CONTROL ACT OF 1950 ^ 

(PUBLIO LAW 8 1 - 7 1 2 ; 64 STAT. 460) 

/. Administrative accounting and reporting by the Postmaster 
General 

On November 15,1950, for the first time since 1836, the Post Office 
Department assumed the same responsibility for performing its own 
accounting functions as has been imposed upon other Government 
agencies. This was made possible by the enactment of the Post Office 
Department Financial Control Act of 1950, approved August 17,1950, 
which was revised and codified in Public Law 86-682, approved Sep
tember 2,1960 (see app. E) . 

A. Transfer^ of fumctions, records, property, personnel and funds 
and continuation of policies.—Functions performed by the General 
Acc()unting Office for the Post Office Department with respect to 
administrative accounting and reporting were transferred under this 
act to the Post Office Department, along with such records, property, 
personnel, appropriations and other funds of the General Account
ing Office as determined by the Postmaster General, Comptroller Gen
eral, and the Director of the Bureau of the Budget, to be in connec
tion with the transfer of functions. 

Policies, procedures, and directives: All policies, procedures, and 
directives relating to the functions transferred, not inconsistent with 
this act, were to remain in effect. 

Decentralization of functions: To secure maximum benefit from 
the change, most of the functions transferred were decentralized to 
12 areas in the field, corresponding to the 12 Federal Reserve Areas, 
where the accounts of all post offices in the region were consolidated. 
Control of all expenditures was to be directed from Headquarters, 
but the accounting at Headquarters was to be limited to integrating 
the accounts maintained at post offices with those maintained at the 
departmental level through combining the 12 consolidated accounts 
with those of the Department. 

iProvlBlonB of the Post Offlce Department Financial Control Act of 19B0 codified and 
enacted as part of title 89, TJnited States Code, by PnbUc Law 86-682. (See app. B.) 
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Further decentralization of functions: The regional accounting 
offices began active operations on July 1, 1951. In December 1953, 
the regionalization plan for the entire Department went into effect, 
and by 1957 the present 15 regions were activated. 

Money order accounting, control, and audit: A specialized devel
opment preceding enactment of the Post Office Department Finan
cial Control Act of 1950 was the development and installation of a 
completely revised plan of operations for postal money orders, and 
related accounting, internal control, and audit. The detailed audit 
done by the General Accounting Office was eliminated. The new 
system was coordinated with the other functions transferred by 
Public Law 81-712 under the jurisdiction of the Bureau of Accounts, 
July 1, 1951. 

B. Establishment of systems of accou/nting and control; coUection 
of debts, remission of fmcs, penalties, and forfeitures.—This act pro
vided that the Postmaster General establish and maintain adequate 
and efficient systems of accounting for and control over accounta
bility for all funds, property, and other assets for which the De
partment is responsible, including provision for intemal audit; as
sembling of financial information needed for management purposes 
and reporting of results of operations; in conformance with prin
ciples and standards prescribed by the Comptroller General. Pro
vision was made for the Postmaster General to collect debts due the 
Department and collect and remit fines, penalties and forfeitures 
arising out of matters affecting the Department, referring to the 
General Accounting Office debts uncollectible through administrative 
action, if desired. 

Transition period: When the acciounting functions were trans
ferred to the Department on November 15,1950, most of the operations 
were carried on the same as they had been under the General Account
ing Office. A complete revision of the accounting system and pro
cedures was initiated by the Post Office Department with the coopera
tion of the General Accounting Office. 

Controllership function established: During 1953 substantial prog
ress was made in developing improved accounting and financial 
administration in the Department. The program was directed by 
a public accounting firm, acting as adviser to the Postmaster General, 
and with which the General Accounting Office coordinated its sys
tems and audit staffs. All aspects of accounting, budgeting, cost 
analysis, systems and procedures, and internal audit were consoli
dated under the newly established Bureau of the Controller. The 
regional accounting offices became regional controller offices. 

Merger of financial management: Effective November 1, 1954, the 
Bureau of the Controller and the Bureau of Finance were merged, 
consolidating the authority and responsibility for effective financial 
management in all its phases under the the direction of a single 
Assistant Postmaster General. The merger was the final step to 
eliminate the former diffusion of the financial management functions 
of the Post Office Department. 

Internal audit function: The Division of Internal Audit was estab
lished to coordinate and carry out the intemal audit functions. The 
purpose of this Division was to provide management with an independ
ent appraisal of the adequacy of the accountmg, financial and related 
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operations and adherence to policies, regulations, and instructions. 
New accounting system development: A new accounting system 

on an obligations incurred basis was developed to start producing fi
nancial information required by management to control operations, 
safeguard assets and disclose results of operations and the stewardship 
of public funds. A new classification of accounts was developed and 
general ledgers were installed on July 1, 1954, in the regional offices, 
to provide for the systematic collection, classification, compilation, 
and reporting of the numerous and widely varied financial trans
actions which occur at the various levels of responsibility within the 
Postal Establishment. 

New reporting system: Beginning July 1, 1956, the Post Office 
Department adopted a reporting system of 4-week accounting periods 
to simplify comparative reporting for management purposes. Each 
period consists of two biweekly pay periods, permitting the use of 
actual payroll figures rather than estimated accruals at the end of 
each period. The adoption of the 13-period year for internal re
porting has facilitated the integration of the man-hour control sys
tem with the payroll and accounts. The Government's fiscal year 
is still used for all extemal reporting. 

Codified instructions: Codified manuals and handbooks are used 
to incorporate a(x;ounting instructions and procedures, for proper 
maintenance of the Department's accounting system. 

C. Cooperation and approval.—This act provided for the coopera
tion of the Comptroller General in the establishment of the accounting 
system and approval of such system when he deems it to be in con
formity with prescribed principles and standards. 

Development of accounting practices: Accounting practices in the 
Department were developed generally in accordancje with sound ac
counting principles as set forth by the Comptroller General and 
deviate from these principles only where full application of accrual 
accounting would not justify the added expense. Cooperation and 
assistance was furnished by representatives of the General Account
ing Office assigned to the Post Office Department. 

Approval of system: As the first and most iniportant phase in the 
approval of the accounting system of the Post Office Department by 
the Comptroller General, a comprehensive statement of accounting 
policy and a summary description of the accounting system, together 
with justification for the deviations, have been prepared by the De
partment and will be submitted to the General Accounting Office for 
evaluation. 
//. Establishment and use of revolving fund 

Public Law 81-712 established the Post Office Department Fund 
with the Treasurer of the United States and provided for deposits to 
such fund, subject to withdrawal by check by the Postmaster Gen
eral—(1) amounts requisitioned against appropriations available out 
of the general fund of the Treasury, (2) such amounts as the Post
master General, in his discretion, may pay into the fund from receipts 
of the Department. 

Status.—The Postmaster General uses the funds of the Department 
in the exercise of any power or function vested in him, within limits 
of appropriations and subject to provisions of law. 
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///. Administrative examination of accownts 
The Postmaster General was authorized to designate place or places 

where administrative examination of accounts would be performed. 
He may waive the administrative examination in whole or in part, 
with the concurrence of the ComptroUer General, when it is deter
mined that the accounting and audit procedures of the Department 
otherwise adequately protect the interests of the United States, 

Department's action.—The administrative examination of accounts 
is performed as a part of the accounting system at the 15 regional con
troller offices designated by the Postmaster General. The right of 
the Postmaster General to waive, in whole or in part, this examination 
of accounts, has not been exercised. 
lY. Audit by tfie General Accounting Office 

This act provides for audit of financial transactions of the Depart
ment by the General Accounting Office at the Department in Wash
ington, D.C, as well as the regions where the accounts are normally 
kept, and availability at those places of all things necessaiy to facili
tate and complete the audits. 

Audit function decentralized.—During the transition period be
tween November 15, 1950, and the establishment of the regional ac
counting offices, the General Accounting Office discharged its audit 
function through a small staff of newly formed Postal Audit Division 
at Asheville, N.C. The audite are now carried out through the Wash
ington, D.C, and regional offices of the General Accounting Office, 
and the personnel of the Post Office Department's offices have co
operated fully by supplying space and designating personnel to assist 
the auditors. 

BUDGET AND ACCOUNTING PROCEDURES ACT OF 1950 (PUBLIC LAW 8 1 - 7 8 4 ) 
AND POST OFFICJE DEPARTMENT FINANCIAL CONTROL ACT OF 19 5 0 (PUBLIC 
LAW 8 1 - 7 1 2 ) 

/. Section 111. Congressional declaration of policy 
This section sets forth re(iuirements for adequate accounting, report

ing, and auditing for the Government. Public Law 81-712 sets out 
primarily the same requirements for the Post Office Department; how
ever, the specific improvements are recorded under Public Law 81-784. 
The last two parts of section 111 provide that (1) emphasis be placed 
on making orderly improvements resulting in simplified and more 
effective accounting, financial reporting, budgeting, and auditing re
quirements and procedures and the elimination of duplication or those 
procedures or requirements not serving a purpose commensurate with 
costs involved, and (2) the ComptroUer General, Secretary of the 
Treasury and Director of the Bureau of the Budget conduct a con
tinuous program for the improvement of accounting and financial 
reporting in the Government. 

Sumimary of improvements.—Since the development of a new ac
counting system in 1953, many improvements have been made in the 
accounting, financial reporting, budgeting and auditing procedures 
of the postal establishment. A modern controllership program was 
established in headquarters, the 15 regional controller offices, and the 
large post offices. 
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Some of the improvements are specifically set out below. 
1. Regionalization and mechanization of disbursement functions 

One of the major objectives of the Department's program has been 
to transfer nearly all field disbursement functions including payroll to 
the 15 regional controller offices in order to preaudit most of these 
transactions. These were formerly made by postmasters. The ac
counting has been simplified and reporting expedited. Statistical 
data can now be developed as a standard and uniform byproduct of 
these centralized payment procedures. 

Payroll processing.—^Formerly each post office processed its own 
payroll, maintained leave and other payroll records, and issued U.S. 
savings bonds under the payroll-deduction plan. By June 29, 1956, 
the fully mechanized payroll system was transferred to the 15 regional 
controUer offices from over 38,000 post offices and other regional instal
lations. Since that time the more than 555,000 postal employees have 
been paid their earnings every 2 weeks by punched card checks pre-
pareci mechanically in many regions on high-speed electronic equip
ment. The regional controller computes pay, maintains time, leave 
and other payroll records, develops productive man-hour reports, and 
issues U.S. savings bonds. This system has also provided valuable 
statistical data heretofore unavailalile. 

Rental payments.—^Leases and rental agreement payments were 
paid by postmasters. On July 1, 1955, a new punched card system 
was developed and installed for the mechanization and centralization 
of these payments in the 15 regional controller offices. Payments have 
been expedited and valuable statistical data provided for use in 
administering the Department's realty program. This system facili
tates the projection of the Department's liability for rental property 
for a future period of time for accurate long-range budgetary 
planning. 

Motor vehicle accounting.—^Accounting for the Government-owned 
motor vehicle service fleet was transferred from the garages to the 
regional controller offices and established on a pool basis. Post
masters were relieved of disbursing functions with respect to payment 
of motor vehicle vouchers. During 1959, consultante were retained to 
study the entire motor vehicle program for further refinement of 
accounting, control, and reporting features. 

Indemmty claims.—Postmasteis formerly processed and paid 
indemnity claims under cumbersome and not always uniform 
procedures. This function was standardized and transferred to the 
regional controller offices. Many improvements were made with 
respect to processing and paying these claims. Public Law 83-374, 
approved May 28, 1954, authorized the payment of indemnities on 
registered, insured, and co.d, mail from postal revenues. This 
eliminated the necessity of requesting annual appropriations for such 
payments and further expedites settlement of claims. 
2. Transportation accounting 

Air and rail payments were made previously in Washington by the 
Bureau of Transportation and later by the Bureau of Finance. Con
tract vehicle and powerboat service paymente were made by post
masters. Payments have now been transferred to the regional con
troller offices. 

65686—61—as 
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Air claims.—^A nationwide punched card system was installed on 
October 1, 1955, to account for and control each shipment of mail 
by air and to process carriers' claims. This facilitated prompt 
verification of carriers' bills with post office records and provided 
valuable statistical information. Advance payments on estimated 
claims were discontinued, simplifying accounting procedures. A 2-
year backlog was eliminated and by agreement with the airlines, 
weekly or 28-day settlements at option of carrier began. This has 
resulted in more accurate billings, statistics, and accruals. 

Railroad claims.—Advance partial payments to railroad carriers 
were discontinued January 1,1955, accelerating submission and settle
ment of claims. The function of verifying railroad mail transporta
tion bills was transferred from regional transportation manager offices, 
to regional controller offices, effective Ju ly 1, 1966. A simplified 
weekly payment plan was installed with the majority of railroads in 
1958 and 1959. The Department is now able to arrive at accurate 
accruals in recording expenses. 

Accounting for intemational mail.—Improvements in accounting 
for international mail were installed in 1959, These included the 
processing of dispatch documents by data processing machines, pay
ment of international air transportation charges on basis of average 
route distances between scheduled air stop pointSj and a simplified 
procedure for processing and settling international parcel post 
billings. 

3. Revenue omd property control 
Hatidling accountable paper.—Progress was made in improving 

distribution of stamps and other accountable paper and in procedures 
for controlling and safeguarding these assets of the Department. 
Fourteen regional distributing post offices were established for supply
ing stamped paper to all offices and in less than bulk lot quantities. 
The 56 central accounting offices, which formerly carried out the 
stamp supply function for fixed credit offices, as well as the sub-
agencies for stamped envelopes and postal cards were eliminated. 

Bulk requisitioning.—Effective July 1, 1957, new procedures were 
installed whereby postmasters requisition bulk stamp lots direct from 
Bureau of Engraving and Printing, bypassing regional distributing 
offices. Procedures were then developed and installed mechanizing 
the entire stamp order processing, bUling, and inventory control sys
tem in 1959. 

Embossed stamped envelopes.—A change in appropriation language 
was obtained to permit the payment of embossed stamped envelopes 
out of revenues. Previously, when the Department sold more stamped 
envelopes than was anticipated in the budget, it was necessaiy to obtain 
a deficiency appropriation from Congress. The Appropriation Act of 
1955 (Public Law 83-374, approved May 28,1954), permitted the pay
ment of printing the stamped envelopes out of revenue. Punched card 
procedures were installed for processing stamped envelope orders 
through headquarters. 

Printed stamped envelopes.—-A modified mail-order procedure for 
handling printed stamped envelope orders was put into effect October 
1,1954. The purchaser completes a three-part punched card form to 
be checked and validated by the postmaster and forwarded to Stamped 
Envelope Agency at Dayton, Ohio. The Agency bills the Department 
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on basis of orders shipped. Postmasters now requisition bulk quanti
ties directly from the agency. The system has reduce(i operational 
costs, expedited processing, handling and delivery, and simplified the 
accounting, disbursing and auditing relative to sales and purchases. 

Plain stamped envelopes.—Mechanized procedures for processing 
plain stamped envelope orders were installed in 1958. This change 
provided substantially uniform processing of printed and plain 
stamped envelope orders and permits verification of postmasters' 
accountability for these items by mechanical means, facUitating the 
audit process. 

Improved accounting control of excess.—Revenues derived from 
the sale of stamped envelopes in odd lots at prices in excess of account
able value are under improved control. ' 

Metered postage.—Metered postage revenues exceeded stamp reve
nues by 1953, but until that time there was no effective control over 
such revenues. On July 1,1953, revenues derived from postage meters 
were put under control through the use of a punched card accounting 
system by which each meter is controlled and its revenue ascertained. 
Further study was made and improvements installed in 1957 to 
assure full collection and accountability for these revenues. As an 
element of this control, an inventory of the 200,000 postage meters 
in use was made for the first time. 

Reimbursements.—In accordance with regulations issued by the 
Comptroller General, procedures were initiated to record certain types 
of miscellaneous nonpostal receipts as credits to the current budgetary 
account to which the replacement cost of the respective items is 
properly chargeable. These items include sale of unserviceable motor 
vehicle parts, refunds for oil drums, sale of motor vehicles when 
specifically authorized, sale of unserviceable building maintenance or 
operating equipment, sale of unserviceable equipment by mailbag 
repair units and mail equipment shops, and sale of unserviceable 
and used postal equipment and supplies. At the Department's re
quest, language was included in Public Law 84r-51 (approved June 1, 
1955) authorizing (1) the crediting of the motor vehicle account with 
reimbursemente collected for damage to Government-owned vehicles, 
and (2) the crediting of mailbag manufacturing costs with the pro
ceeds from the sale of scrap material resulting from the manufacture 
and repair of mailbags. Now, by a law passed in 1959, telephone com
missions and fees for court duty are recorded as postal revenues. 

Customs collections and payments.—Each post office previously 
made daily remittances of collections to various customs ports of 
entry. In cooperation with the Treasury Department, procedures 
were developed to consolidate post office customs duty collection items 
in the 15 regional controller offices, and issue one check to collector 
of customs at New York each accounting period to cover tlio total 
collections for the region. The adoption of this plan eliminated 
more than one-half million checks annually, and improved control 
at both Bureau of Customs and Post Office Department. The new 
system also provides the Bureau of Customs with a method for 
accruing income on the mail entries, fumishing actual accounting 
control over amounts due and collections made. 

Property accounting—Real and personal property.-^In 1955 the 
value of land and buildings transferred from tne General Services 
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Administration was put on the books and has been maintained on a 
current basis, although not used in most financial statements because 
of lack of full property inventories. The project to bring personal 
property under accounting control is now substantially complete. A 
number of test installations were first completed to prove the ade
quacy of the procedures and documents for the maintenance of cur
rent and continued property records. All forms and instructions 
were developed for taking of the nationwide inventories in February 
1960, with complete recording of all inventory resulte in the general 
ledger records as of June 30, 1960. This inventory included both 
physical and monetary control of the Department's fixed personal 
property. 

Depreciation.—A study of the problems relating to depreciation of 
real and personal property was made. This necessitated the develop
ment of a policy for applying depreciation as a cost factor in the 
operation of the Department's activities. I t was necessary to develop, 
on an acceptable basis, the cost of space occupied by postal activities 
in Federal-owned buildings both under and not under control of the 
Department. This was important since space is occupied in Post 
Office Department controlled buildings by other agencies and the 
Department also occupies space in Federal buildings controlled by 
General Services Admmistration. 

Inventory of supplies.—Inventories of supply items and new equip
ment in stock have been taken in the supply centers and capital 
equipment warehouses and for the first time have been placed on the 
books. Major supply items at other locations will be carried under 
perpetual inventories controlled by the general books. Inventories of 
minor items will be expensed and inventories adjusted by physical 
counte annually. 
i. Money order system 

Domestic money orders.—A revised money order system was in
stalled in all post offices, using three-part punched-card forms. Money 
order issuing machines have been tested and ordered, which will give 
daily totals automatically and effect saving in time in balancing 
orders. This will insure better accounting and control. 

Centralization of money order audit procedures.—A major improve
ment in the reconciliation of paid money orders was made on Septem
ber 1,1955, with the opening of the Kansas City Money Order Center. 
This center audits approximately 1.3 million money orders daily at 
one central point. Backlogs in reconciling paid money orders have 
been eliminated. In August 1956 the processing of semidomestic 
money orders was transferred to the center. Continuing improve
ments in the controls and efficiency of operations by the use of high
speed tape machines are under active study. 

Intemational orders.—In April 1957, procedures were instituted to 
improve accounting and control over money order transactions be
tween the United States and foreign countries. 
5. Postal savings 

New accounting procedures were developed and installed on Sep
tember 1,1954, incorporating major features as follows: (1) adoption 
of punched-card-type certificates; (2) compouncUng of interest annu
ally; (S) elimination of certain denominations; (4) eUmination of 
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maintenance and preparation of certificate stubs and certain other 
accounting records at post offices; and (5) substitution of mechanical 
verification of interest in lieu of manual audit. The adoption of the 
punched-card certificate permitted mechanical processing and audit
ing of paid certificates. 
6. Instructional handboofcs 

Instructions required for effective financial operations have been 
developed and codified as handbooks. Development and completion 
of these instructions will serve as an important step in securing ap-

groval of the Department's overall accounting system by the 
^mptroller General. 

7. Accurate measures of cost 
Cost analysis function.—One of the major parts of the financial 

improvement program has been the development of cost data to pro-
vi(ie management with effective tools for control, planning and obtain
ing the greatest Operating efficiency. The potential value of accurate 
and adequate cost data is immeasurable. 

Workload factors.—Uniform procedures for forecasting, meas
uring and reporting workload are used in all post offices with aimual 
receipts in excess of $200,000, all stationary and postal transportation 
units. Uniform procedures for developing operations targets were 
also adopted. 

Costs of mechanization.—Cost studies are made in connection with 
installation of mechanized equipment in post offices under the moderni
zation program. These studies are used to determine the extent to 
which anticipated savings have been realized. 

Cost ascertainment.—The cost ascertainment system has been im
proved and refined from time to time. This is a continuing effort. 
8. Statistics, economics and sampling 

A Statistics and Economics Division was created to coordinate all 
statistical operations. This unit is developing quality controls and 
economic samples of the Department's extensive data, to replace the 
conventional 100-percent accumulation of data. Quality control 
chart techniques, mdustrial-type sampling and other statistical techni
ques and measurements to provide reliable information, and statistics 
for planning and operational purposes, are being developed and 
instaUed. 
9. Manpower control system 

Provision of system.—The manpower control system as set up in 
1953, provides a method of controlling man-hour usage through 
establishment of allowances and fixing individual responsibiUty for 
estimating, controlling, and reporting man-hours. 

Coverage of system.—This system covers first- and second-class 
post offices, terminals, airport mail facilities, and transfer offices by 
designated groups, and each regional group of mobile units. Basic 
targets for the coming fiscal year in terms of man-hours, workload, 
revenues and expenses are developed by regional officials for post 
offices with annual receipts of $1 million or more, during the fourth 
quarter of each year. These are based on estimates submitted earlier 
by postmasters, modified to conform with projected economic condi-
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tions and available funds and provide the operating budget for com
parison with actual results each accounting period during the 
succeeding year. 

Man-hour allowances.—Eegional operations directors direct 
granting and revision of quarterly man-hour allowances. Man-hour 
allowances may not be exceeded without notification to and proper 
authorization from the regional operations director. Furthermore, 
proper workload workhour relationships are maintained so that if 
estimated workload does not materialize, actual man-hour allowances 
are appropriately reduced. Man-hours are converted to doUars for 
budget and financial-control purposes. 

10. Budget function 
Modernization of the budget function of the Department has been 

an important part of the financial improvement program. Budget 
and accounting classifications were integrated and synchronized with 
the organizational structure. The allotment structure has been 
greatly simplified and the goal recommended by the Hoover Commis
sion of financing each operating unit with a single allotment for each 
appropriation involved in its operation has been substantially 
achieved. 

Improved procedures.—Improved budget controls at the depart
mental level as well as at the regional an(rlarge post office levels were 
installed. Mail volume estimates are related to man-hours needed and 
current mail counts are related to man-hours used. Performance 
ratios are observed closely by management at all levels, as disclosed 
by respective period reportings. 

Otfier improvements in 1960 budget.—The Department submitted 
a program in the 1960 budget document for complete modernization 
of the physical plant of the postal service. Initial funds were re-

?nested and obtained for this purpose in a separate appropriation 
rom the regular capital and research appropriations. 
New language was provided in the 1960 administration, regional 

operations and research appropriation to cover cost increases out of 
current appropriation for prior year research contracts. This wUl 
enable the Department to provide for unforeseen changes at the time 
such contracts were originally entered and which may develop after 
the close of the fiscal year in which the contract was executed. 
11. Intemal audit program 

Internal audit area field offices were established at 5 locations in or
der to effectively examine the accounts and financial activities of the 15 
regional controller offices. The headquarters staff in Washington 
directs the major field activities and audite the departmental accounts 
and financial activities. 

Functions transferred.—^Effective August 1, 1957, the Division of 
Internal Audit was transferred from the Bureau of Finance to the 
Bureau of Chief Postal Inspector, centralizing in one bureau aU 
investigative and audit functions, and strengthening internal control. 

Program broadened.—^A broadened and more comprehensive auciit 
program was launched in 1958. Training sessions in the use of statis
tical sampling in audits were instituted. The use of the vertical ap
proach to auditing was increased, wherein coordinated or simultaneous 
examinations are made of particular activities or functions at head-
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quarters and at selected field instaUations. The more important fiiid-
ings are summarized in a composite report for management review 
and action. Further use wUl oe made of this audit and reporting 
approach as it results in more significant findings and focuses man
agement's attention upon deficiencies which are nationwide in scope. 
12. Reporting for management 

The primary objective in developing the entire controllership pro
gram has been to furnish promptly the type of information, repc^rts, 
interpretations, and analysis needed by management at the various 
levels of operation for decisionmaking on a timely basis. 

Controllers' periodic financial reports.—As a result of the develop
ment of an integrated accounting and financial reporting system the 
controller is able to furnish management with timely and accurate 
financial statements of operating results and interpretative analyses. 
Eegional as well as national financial reporte are prepared each ac
counting period. 

Post office operating reports.—In 1956, operating statements for 
large post offices were developed and prepared by regional controllers 
each accounting period for the use of the postmasters at those offices, 
the regional operations directors and the regional teams reviewing 
post office operations. 

Post office operating reports—offices with annual receipts of $5 mil
lion and over.—^The 60 largest post offices do over one-half of the 
postal business. Under the program of extending the controllership 
concept to post offices, the preparation of the accounting period reports 
was turned over to the chief accountante at those offices in 1958. 
Copies of the reports are sent to the regional controller for review, 
comment, and interpretation, and one copy forwarded by him to the 
regional operations director. The format of the reporte has been 
improved from time to time. 

Post office operating reports—offices with annual receipts of $1 to 
$5 million.—^In 1969 the preparation of the operating report, for the 
next 213 post offices with receipts of between $1 and $5 million, was 
turned over to the chief accountant at each of those offices. The dis
tribution is the same as the $5 mUlion office report. 

Regional summmry of results of operation.—In 1959 a summarized 
report of operations of all post offices with receipts over $1 million 
was prescrined. This summary report is prepared for the regional 
operations director and Bureau of Operations and Finance at 
headquarters. 
//. Section 11^. Financial reports 

Preparation by Secretary of the Treasury; inclusion of required 
data; information to be furnished by agencies. 

Requirement of law.—This section requires that each executive 
agency shall furnish the Secretary of the Treasury such reporte and 
information relating to its financial condition and operations as the 
Secretary of the Treasury, by rules and regulations, may require for 
the effective performance of his responsibilities under this section. 

Departmenfs action.—With the installation of the Department's 
new accounting system and improvements made all along the line, 
reports to the Secretary of the Treasury relating to financial condi
tion and operations have been more accurate and timely. The 
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Department's intemal reporting requirements have been modified, 
wherever possible, to meet not only its own operating requirements 
but also those of the Treasury Department, Bureau of the Budget, 
and the Congress. 

PUBLIC LAW 84-863 

/, Budgeting on a cost basis 
Provision of law.—This act provides for the development of cost-

based budgeting practices and submission of requests for appropria
tions developed from cost-based budgets. 

Departmenfs action.—The development of cost data and unit cost 
techniques are providing management with effective tools for cost-
based budgeting. A system has been developed which determines 
the man-hours required to hancUe variable daily amounts of mail. 
The workload measurement program, along with the financial op
erating statements of post offices, provides a yardstick for estimat
ing total workload and manpower requirements. The Department 
is close to cost-based budgeting now because depreciation and capital 
expenditures are such a relatively small part of total expenditures, 
and, for the Department, obligations and expenditures are practically 
synonymous. For fiscal year 1962, the Department plans to present 
the postal fund budget on a cost basis, and the five appropriations, 
paid from the fund, on an obligation basis. I t is planned that fuU 
coverage on a cost basis will be achieved in the 1963 budget. Simul
taneously with the budget presentation, intemal use of cost-based 
budgeting and accrued cost statements are being formulated with a 
target date of July 1961 for official incorporation in the reporting 
structure. 

Development of facilities costs.—Important strides have been made 
in the development of postal facilities costs, especially in the installa
tion of cost accounting systems for motor vehicles, mail equipment 
shops, and the six mailbag repair units. 

Man-hours and workloads.—The system of man-hour budget control 
and the development of workload factors provides the justification and 
substantiation of various programs on a cost basis, such as mail-han
dling operations at large post offices, manufacturing operations, 
Govemment vehicle program, the mail equipment shops, and the 
mailbag repair units. 

Classifications.—The Department's budget and accounting classifi
cations have been integrated in the general classification of accounts, 
and the budget submissions to Congress are now integrated with the 
account classifications. 

Ultimate adoption.—^The statistics, cost, and accrual accounting 
programs that have been or wUl be installed wUl eventuaUy make 
possible the adoption of an effective cost-based budgeting system. 
//. Use of consistent classifications 

Provision of law.—Public Law 84-863 provides for review and 
appropriate revision of budget and accounting classifications for 
consistency and synchronization with organization units to the extent 
possible. 

Departmenfs action.—In accordance with the Department's pro
gram pursuant to this act, the general classification of aecoimts was 
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added to give effect to changes necessitated by administrative reorgan
izations and appropriation changes. Further revisions were made to 
bring budgetary classifications in line with general ledger account 
classifications effective July 1,1958. 
///. Justification data by organization 

Provision of law.—Agency action to develop supporting infor
mation by organizational unit where budget classifications do not 
coincide with the organization of the agency is provided under this act. 

Departmenfs action.—The Post Office Department has revised its 
activity schedule on a bureau responsibility basis under five appro
priations. In addition, a new classification of accounts for pro-
framing, budgeting, accounting, and financial reporting has been 

eveloped and installed. Every digit of the five-digit number ccide 
has a significance which permits accumulation of data by major 
accounting classification, balance sheet, appropriation or nonappro
priation budgetary organization, and object categories. 

Accounting classifications and organizational units synchronized.— 
Budget classifications and major organizational units coincide. The 
objectives of section 2(a), item (3), of Public Law 84-863 haye been 
substantially accomplished through synchronization of accounting and 
budget classification and organizational structure. 
IV. Accounting on an accrual and cost basis 

Provision of law.—The law requires maintenance of accounts on an 
accrual basis, including the use of adequate inventory and property 
records, as soon as practicable and in accordance with principles and 
standards prescribed by the Comptroller General. 

Departmenfs action.—Changes in the accounting system to facili
tate the integration of obligation and accrual accounting were made 
during fiscal year 1960. The system will continue to meet the need 
for control of and accountability for funds at the point of their 
irrevocable commitment, as required by law. It will also provide a 
medium for producing cost data on a modified accrual basis and for 
integrating obligation and accrual accounting for capital items and 
inventories. 
v. Simplification of allotment structure 

Provision of law.—The law requires agency action in order to have 
a simplified system for administrative subdivision of appropriations or 
funds by financing each operating unit, at the highest practical level, 
from not more than one administrative subdivision for each appro
priation or fund affecting such unit. 

Departmenfs action.—The Post Office Department has instituted 
allotments of funds on a responsibility basis, with fiexible provisions to 
the extent possible to assure efficient control and use in relation to 
revenue and workload fluctuations. 

Man-fiour allowances.—A man-hour budget control system was 
developed and installed whereby allowances are made to postmasters 
at first- and second-class post offices in man-hours instead of dollars, 
thus providing a more stable unit of measurement which is not affected 
by changes in salary rates. Man-hours are converted to dollars for 
budget purposes. 
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Status of reporting funds simplified.—The Bureau of the Budget 
has granted authority (fiscal year 1957) to permit the Post Office 
Department to report the status of funds on a public enterprise basis 
instead of an appropriation basis as heretofore. This eliminates the 
necessity for attempting to identify disbursements by separate appro
priation and is a significant step toward a business-type budget. 

Allotments.—The objective of financing each operating unit at the 
highest practical level by a single allotment from each appropriation or 
fund has been substantiaUy accomplished. Holders of allotments are 
subject to the penal and reporting provisions of the Anti-deficiency 
Act. 

POSTAL POLICY ACT OF 1058 , PUBLIO LAW 8 5 - 4 2 6 ^ 

Postal policy 
The most significant development in financial management of the 

Post Office Department was the enactment of Public Law 85-426 
(72 Stat. 134-147) on May 27,1958, which makes possible the Depart
ment's determination to restore fiscal soundness to postal operations. 
The act sets forth for the first time a comprehensive statement of 
postal policy which provides that postal rates and fees shall be ad
justed from time to time as may be required to produce revenue equal 
to the total cost of operating the Postal Establishment, minus the 
amount attributable to performing certain public service items enu
merated in the act. 

Provision for biennial report 
This act also provided that the Postmaster General shall submit a 

report to Congress every 2 years on the financial status of the De
partment and need for adjusting postal rates and fees. The first 
report under this provision was submitted to Congress on April 15, 
1960 (H. Doc. 381,86th Cong.). 
Postal rate adjustments 

In addition, the act provided postal rate increases on first-class 
mail and airmail, second- and third-class mail, and controUed circu
lation publications and books. The weight limit on third-class mail 
was also increased. The achievement of a more realistic rate struc
ture, the adoption of a stated policy for maintaining the postal op
eration on an essentially break-even basis, and the statutory identi
fication of public service activities for exclusion from the rate base, 
mark an epochal step forward in the history of the Department. 
The amount to be excluded under the aet is to be determined annually 
by the Congress by providing an appropriation specifically for this 
purpose, 

IMPROVEMENT PROGRAMS FOR THE FUTURE 

The Department is continually endeavoring to improve the entire 
accounting system. Due to constantly changing, economic conditions 
there is also a continued effort to- provide a rate- structure that will 
substantially eliminate the postal deficit. 

" Provisions of Postal Policy Act of 1958 codified and enacted as part of title. 39 of the 
Onited states Code by Public Law 8(5-682. (See app. E.) 
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Property management program 
The overall improvement of the Department's accounting system 

includes the property accounting system which is an integral part of 
the property management program. 

Detail and general ledger control.—^With the installation of real 
and personal property inventories, full document flow procedures 
will be placed in effect to maintain continuing control of subsequent 
property changes, such as procurement of new items, interdepart
mental and intradepartmental transfers, and disposal of salvage or 
junk items. All changes of this nature will be controlled in detaU 
and general ledger accounts established for this purpose. 

Costs included in all statements and reports.—The completed pro
gram has provided for the inclusion of depreciation on real and per
sonal property costs in the financial statements and report to manage
ment and to the Congress. 

Perpetual inventories to be maintained.—The establishment of real 
and personal property records has formed the basis for maintaining 
perpetual inventories within the Department's accounting system. 





PART VIL PROPOSED BUDGET AND ACCOUNTING 
LEGISLATION 

JOINT COMMITTEE ON THB BUDGET 

LEGISLATIVE H I S T O R Y 

The 79th Congress demonstrated its awareness of the need for the 
Congress to exercise more effective controls over the purse strings, 
through the enactment of section 138 of the Legislative Keorganization 
Act of 1946, which was designed to improve and modernize congres
sional procedures in the consideration of the executive budget. This 
meritorious and well intentioned effort on the part of the Congress, 
although failing to attain the objective for which it was created for 
the reasons set forth in part I I of this report, served a useful pur
pose in pointing up the essential need for finding a workable 
substitute. 

In an effort to overcome the deficiencies in the original act, a bill to 
create a Joint Committee on the Budget was introduced, on February 
19,1950 (S. 2898, 81st Cong.), by Senator McClellan, chairman of the 
Committee on Govemment Operations. The bUl proposed the repeal 
of section 138 and the appointment of seven Members each from the 
Senate and House Committees on Appropriations to a joint conmiittee 
with adequate authority and staff to perform this important service 
for the Committees on Appropriations and for the legislative branch. 
No action was taken on the bUl during the 81st Congress, 

In 1951, at the beginning of the 82d Congress, the chairman re
introduced the bill, with certain revisions, as S, 913, Public hearings 
were held and. after careful consideration, the committee unanimously 
reported the biU to the Senate (S. Kept. 576). On April 8, 1952, 
fo lowing full debate, the Senate approved the bill by a vote of 55 
to 8. On April 24, sixteen days later, S. 913 was referred to the 
Committee on Eules in the House of Eepresentatives. On April 30, it 
was re-referred to the Committee on Expenditures in the Executive De
partments, and, on May 1, back to the Committee on Kules. The latter 
committee reported a companion measure (H.II. 7888, H. Rept. 2263) ̂  
on June 20,1952, which was never voted upon in the House because of 
the rejection of a resolution providing for its consideration, upon the 
recommendation of the House Committee on Appropriations. After 
the House had rejected the resolution, which would have permitted 
consideration of the House bill on its merite, Senator McCleUan in
serted the language of S. 913 as an amendment to the supplemental 
appropriation biU (H.II. 8370) which, at the insistence of the House 
conferees, was stricken in conference. 

' See pp. 205-217 for provision of and action taken on H.R. 7888. 
195 
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A bill similar to S. 913 was introduced by Senator McClellan in the 
83d Congress as S. 833, under the sponsorship of 57 Members of the 
Senate. After hearings before the Subcommittee on Eeorgaiiization, 
the bUl was reported favorably on May 19, 1953 (S. Eept. 295), 
with a further perfecting amendment, and passed the Senate on May 
23,1953, under unanimous consent. I t was again referred to the House 
Committee on Eules, where no further action was taken. 

In the 84th Congress, a committee bill, S. 1805, which contained 
additional perfecting amendmente, designed to overcome objections 
raised by the House Committee on Appropriations, was introduced 
by the chairman, reported unanimously by the committee (S. Rept. 
352), and passed the Senate by unanimous consent on May 19, 1955. 
This bill was once more referred to the House Committee on Rules on 
May 23,1955, where no further action was taken. 

In the 85th Congress, Senator McClellan introduced a further re
vised bill, S. 1585, with 7o Senators as cosponsors, whioh had the same 
objectives as the bills previously approved by the Senate. This bill 
was reported favorably on March 18, 1957 (S. Rept. 165), and passed 
the Senate without opposition on April 4, 1957. The House 
Committee on Government Operations reported a substitute bill, H.R. 
6900, on June 13, 1957, which included two provisions of S. 1585 
(H. Rept. 567). This bill was apparently an effort to get some con
structive action to improve the fiscal operations of the Congress, since 
it had become apparent that opposition to the Senate bills by Mem
bers of the House Committee on Appropriations had precluded favor
able action on the proposal to create a Joint Committee on the Budget. 
The House report on H.R. 6900 clearly indicated agreement with the 
Senate, that the Congress needed more information on the expendi
ture of Federal funds in order to properly perform ite legislative 
functions in the fiscal field. The abbreviated provisions of the bill 
merely provided for a restrictive interpretation of section 206 of the 
Legislative Reorganization Act already enacted by the 79th Congress. 
The House Committee on Appropriations had previously failed to 
implement this provision of tlie Act through rejection of a Senate 
proposal for funds for the GAO to carry out this function.'' 

H.R. 6900 would have amended section 206 of the Legislative 
Keorganization Act of 1946 to provide: 

1. For examination by the Comptroller General, to the extent he 
deems necessary, of executive agencies and Govemment corporations 
to determine whether public funds have been economically and 
efficiently administered and expended; 

2. For special expenditure analyses by the Comptroller General of 
particular agencies upon request of the chairman of the House or 
Senate Committees on Appropriations and Government Operations 
together with a report of his findings thereon to the chairman making 
the request; 

3. For investigations and reports by the ComptroUer General with 
respect to any executive agency upon the request of the chairman of 
the House or Senate Appropriations Committee to assist the committee 
in considering the items in the President's budget and the justification 
therefor; and 

' See p. 32 for further details. 
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4. For employment by the Comptroller General of personnel, with
out regard to the civil-service laws, rules, or regulations or the Classi
fication Act, to carry out the purposes of section 206. 

Except for the above outlined abortive action taken on H.R. 6900 
in the 85th Congress, the House of Representatives has consistently 
withheld approval of Senate bills to create a Joint Committee on the 
Budget, and no vote has been permitted on the merits of the proposals. 
As a result of this inaction, Members of Congress and the Appropri
ations Committees continue to labor under a tremendous handicap in 
passing judgment on budget requests for the executive branch of the 
Government. 

Failure to provide adequate facilities for the procurement of factual 
information that is needed and indispensable to enable the Congress 
and its committees to make sound and judicious determinations with 
respect to appropriations requested in the budget, has resulted in a 
demand on the part of the public for remedial action. The Com
mittee on Government Operations in its reports to the Senate has 
repeatedly stressed the belief that a Joint Committee on the Budget 
would meet and satisfy that demand. 

SUMMARY OF PROVISIONS FOR CREATING A JOINT COMMITTEE ON 
THE BUDGET ( S . 1685, 85TH CONG.) 

5. 1585, the final bill perfected by the Senate Committee on Govem
ment Operations, provided for the creation of a Joint Committee on 
the Budget. In its revised form the bill was not the result of con
sideration in only one session of Congress, but refiected the results of 
years of study by this committee and careful consideration of views 
of Members of Congress, the public, and others interested in improv
ing fiscal control over congressional appropriations. The following 
provisions of S. 1585 evolved from cx)nsideration of the bill and per
fecting amendments during the 85th Congress and prior action by 
this committee on similar bills in the 81st, 82d, 83d, and 84th 
Congresses. 

S. 1585 would have amended the Legislative Reorganization Act of 
1946 by providing more effective evaluation of the fiscal requirements 
of the executive agencies of the Government of the United States. 
To carry out this function it proposed creating a Joint Committee 
on the Budget composed of 14 members; 7 members each from the 
House and Senate Committees on Appropriations (4 from the ma-
jority_ and 3 from the minority) to be chosen by the respective 
committees. 

The joint committee would have been authorized to elect a chair
man and vice chairman from among its members at the first regular 
meeting of each session. The bill proposed also, that in even-num
bered years the chairman would be designated from among Members 
of the House of Representatives, and the vice chairman from among 
Members of the Senate. In odd-numbered years it would be tlie re
verse. The joint committee would have been authorized to adopt its 
own rules, except that provision was made that no measure or recom
mendation should be reported unless approved by a majority of the 
committee. 
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The proposed joint committee would have been required to inform 
itself on all aspecte of the Federal budget, examine expenditure re
ports and investigate the details of Federal operations so that the 
appropriations committees in the Congress woiild be provided with 
detailed information concerning each item in the budget and the 
justifications therefor. I t was also required to utilize fully informa
tion emanating from the Joint Committee on Internal Revenue Taxa
tion, to review the President's messages on the state of the Union 
and the Economic Report, and from all other sources as to estimated 
revenues and changing economic conditions, in order that a well-
considered fiscal program be devised to hold expenditures to the 
minimum in relation to anticipated Federal revenues and consistent 
with essential requirements oi Govemment operations and the na
tional security. 

In addition, the joint committee would have been authorized to 
report on and recommend appropriate legislative changes to standing 
jurisdictional committees so that they might eliminate wasteful prac
tices and correct deviations from programs authorized by the Con
gress, and to recommend cutbacks in such programs when in the public 
interest. 

To aid the Committees on Appropriations in determining the action 
necessary to conform to this program, the joint committee was re
quired to submit, at the beginning of each regular session of Congress, 
and periodically as deemed necessary, schedules of total estimated 
costs of all programs and projects authorized by the Congress, to
gether with estimated costs of such programs and projects during the 
current, succeeding, and subsequent fiscal years where the program 
extends for more than 1 year. 

The joint committee, or any subcommittee thereof, would have been 
vested with power to hold hearings, issue subpenas, take testimony, 
and to make such expenditures as are necessary to carry out its func
tions within the amount appropriated therefor. 

The joint committee would have been authorized to appoint a staff 
director, an associate staff director, and such other professional, tech
nical, and clerical employees as might be necessary to carry out the 
duties of the joint committee without regard to civil-service rules or 
the Classification Act of 1949, as amended. The staff director was to 
be appointed by and be responsible to members of the party of which 
the chairman of the joint committee is a member, and the associate 
staff director appointed by and responsible to members of the minority 
party. No person would have been employed until a thorough 
investigation of his loyalty and security by the Federal Bureau of 
Investigation had been made, and his appointment approved by the 
joint committee. 

The members of the staff were to be made available to the Com
mittees on Appropriations, and the several subcommittees thereof, 
during periods in which appropriation biUs were pending before the 
respective bodies. Staff members, upon the written authority of 
the chairman or vice chairman, would have been provided with author
ity to examine fiscal books, documents, papers, and reporte of any 
Federal agency and data related to proposed appropriations included 
in the annual budget transmitted by the President. 
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During consideration of S. 1805, in the 84th Congress, a new subsec
tion was added by the committee, which was also included in S. 1585, 
85th Congress, to require that the annual budget shaU include a special 
analysis of all active long-term construction and development pro
grams and projects authorized by the Congress, showing for each the 
total estimated cost, the actual and estimated expenditures during 
prior, current, ensuing, and subsequent fiscal years, and that all grant-
in-aid programs shall be included in the analysis covering grante of 
indefinite duration, and the annual cost for a 10-year period. 

Representatives of the Bureau of the Budget would have been au
thorized to attend executive sessions of the subcommittees of the Ap
propriations Committees and to explain the content and basis of pro
posed appropriations, as required, at the request of the House or 
Senate Committees on Appropriations, or any of its subcommittees. 

Also the committee added a further new pr()vision in S. 1585, with 
the objective of implementing the recommendation of the Hoover Com
mission that budget requests be submitted to the Congress on an annual 
accrued expenditure basis.' In commenting on this section of the bill 
the committee stated (p. 5, S. Rept. 165, 85th Cong.): 

Although, in the view of the committee, the authority 
vested in the Joint Committee on the Budget, proposed to be 
established under the provisions of S. 1585, is sufficiently 
broad to permit the joint committee to carry out all of the 
recommendations of the Hoover Commission relating to bud
geting and accounting, language has been added to the biU, 
as reported, in order to clearly define this authority. Under 
subsection (j) the bill provides specifically that: 

"Upon request of the joint committee, any agency shall 
submit to the Appropriations Committees of the House of 
Representatives and the Senate estimates for proposed appro
priations on an annual accrued-expenditure basis." 

I t is the view of the committee that the pending bill, which 
is sponsored by 71 Senators, will not only provide the Con
gress with adequate facilities to carry out its constitutional 
functions and to retain control over the purse string, but wiU 
establish a medium through which the necessary economies 
in governmental operations can be effected. Its provisions 
are broad enough to fully effectuate all of the recommenda
tions of the Hoover Commission by utilization of the author
ity vested in the proposed Joint Committee on the Budget 
without further legislative action, and with the further ad
vantage of retaining complete legislative control over all 
appropriations and the expenditure of Federal funds based on 
complete data developed by competent staff. 

The Comptroller General of the United States would have been 
directed, at the request of the chairman of the joint committee, to 
make such investigations and reports with respect to any agency as 
would have enabled the joint committee to give adequate consideration 
to items relating to agency expenditures, activities, or appropriation 
requeste. Authority was granted to the Comptroller General to 

• See p. 98 for lilstory of legislative action. 
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employ such technical and professional personnel as woiUd be required 
to comply with the request of the chairman of the joint committee 
without regard to civil-service laws, rules, or regulations, and to fix 
their compensation without regard to the Classification Act of 1949, 
as amended. This new function of the General Accounting Office 
would have been in addition to its present authority of performing 
postaudit functions on behalf of the Congress. 

All committees recommending legislation which would authorize 
appropriations would be required to include in their reports estimates 
as to the initial cost of the project or programs, and their continuing 
cost over the first 5 years of its operations, based on estimates from 
the department or agency primarily concemed, after review by the 
Bureau of the Budget. If the chairman of the committee determined 
that no existing department or agency is primarily concerned with 
the proposed legislation, the estimates were to be made by the Bureau 
of the Budget. The joint (committee would have been required to 
maintain compilations annually for the information of Members of 
Congress. 

The joint committee would have been authorized to recommend 
joint hearings by the Appropriations Committees and subcommittees 
thereof, in the interest of expediting action on appropriation measures. 
This would have insured conservation of the time and energy of the 
members of these committees and administrative officials of the Gov
ernment, without in any way interfering with the independence of 
separate committee deliberations and decisions. 

In connection with joint hearings, the committee held that con
siderations of time have proved to be one of the two major stumbling 
blocks of the omnibus appropriation bill approach which was aban
doned in the House of Representatives after a single year of trial. 
Joint hearings would have greatly eased that timing problem, because 
members of the subcommittees of the Senate Appropriations Com
mittee would participate at early dates each year in the joint hearings 
with their opposite Members in the House of Representatives, and 
would be prepared to act almost immediately on the many appropria
tion items which are frequently subjected to little or no change as 
reported and as passed by the House of Representatives. Fur ther 
hearings could be limited to those appropriation items concerning 
which Senate appropriations subcommittees felt additional infor
mation is needed because of substantial cuts or increases in proposed 
appropriations as finally voted in the House of Representatives. 

Manifestly such savings of time would be of great practical value. 
They should prove to be persuasive elements in stimulating the in
creased use of joint hearings by all committees of the Congress, even 
though such hearings would be on an entirely optional basis so as not 
to invade the rights and prerogatives of either House. This advan
tage is believed to be of special interest to the many Senators and 
Representatives who hold the omnibus appropriation bill approach 
in high favor. 

The reports of the Senate Committee on Govemment Operations on 
the_bills previously cited have pointed up the need for the services 
which would be performed by the proposed Joint Committee on the 
Bu(iget for both the Appropriations Committees and for the Congress, 
setting forth the following basic premises: The Bureau of the Budget, 
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an arm of the executive branch of the Government, employs about 500 
people the year around who devote themselves to the preparation and 
submission of the annual budget of the President to the Congress at an 
annual cost in excess of $4i/^ million; every agency and department 
of the Government has its own budget staff and empbyees separate 
and apart from the Bureau, the number and cost of which is indeter
minable; all of these Federal employees represent the views of the 
executive branch with reference to appropriations to cover the operat
ing cost of that branch of the Government; when appropriation bills 
are before the committees of Congress, the hearings conducted are 
ex parte in nature; witnesses appearing before the committee are the 
heads and representatives of the agencies desiring the money to spend, 
and their purpose is to support and defend the budget requeste both 
as to necessity and amounts. 

The following extracts from Senate Report 156, 85th Congress, 
set forth the views of the Senate Committee on Govemment Opera
tions in support of S. 1585, and the need for the approval of legislation 
to create a Joint Committee on the Budget: 

For many years, the Congress has labored under a tremen
dous disadvantage in connection with budget requests and 
justifications. Requests for funds are made by the executive 
branch, and witnesses who appear before the Appropriations 
Committees in support of these requested appropriations 
represent exclusively the point of view of that branch of the 
Government. Since it is their duty as officers of the Govern
ment to support all budget items contained in the President's 
budget, it becomes their function and responsibility to demon
strate that the specified amounts are necessary. For the most 
part, these requests are supported by elaborate justifications, 
based upon extensive agency research, and by the testimony 
of technical experts who have devoted many years to the 
fields in which they are working, and whose main objective 
is to continue or extend the programs and operations of their 
respective agencies. Testimony from the public is rarely, 
if ever, received, and the only manner in which the public 
interest can be considered and protected, with respect to the 
purpose for which the funds are sought or their need or 
adequacy, is through careful scrutiny of requests and justifi
cations by members of the Appropriations Committees. 
Other Members of Congress must rely largely upon the rec-
onimendations of these committees when funds are appro
priated by the House and the Senate. 

Unfortunately, committee members are so heavily burdened 
by other legislative duties and responsibilities that they are 
unable personally to give the necessary attention to each 
budget item. EquaUy important, however, is the fact that 
they do not have adequate facilities for obtaining the infor
mation necessary to enable them to pass accurate judgement 
on the necessity for the budget requests. Thus, for the most 
part, they are forced to rely upon the representations made by 
the respective initiating agencies of the executive branch, 
whose representatives appear before these committees in an ex 
parte type of proceeding for the sole purpose of justifying 
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their requests for funds. As a result, the Congress is often 
unable to obtain impartial information and facts to enable it 
to effect needed economies in the operation of the Government. 
Because the Congress is not adequately equipped to carry out 
ite fiscal responsibilities, many millions of dollars have been 
appropriated in excess of the actual requiremente of the 
Federal Government. These excesses have, in turn, added 
to the large recurring deficits which must be passed on to 
already overburdened taxpayers. 

The duties and responsibilities of the Appropriations Com
mittees, in connection with examining and passing upon 
budget requests for the operation of the Federal Government, 
have increased tremendously in recent years. These com
mittees are presently staffed with competent professional 
personnel. I t is virtually impossible, however for their 
relatively small staffs to examine and evaluate the annual 
budget with its many thousands of items, running to approxi
mately 1,200 pages of telephone-book size each year, within 
the very limited time available. This precludes the detailed 
analysis which is so essential to the performance of the con
gressional function of controlling Federal expenditures. 

The action taken on March 12,1957, by the House of Repre
sentatives in adopting a resolution requesting the President 
to indicate the places and amounts in his budget where he 
thinks substantial reductions may best be made, is a clear 
indication that the Congress does not have adequate informa
tion upon which to act in carrying out its constitutional 
responsibilities for maintaining adequate controls over 
Government expenditures. 

The ever-increasing cost of operating the Federal Govem
ment, with annual budgets now exceeding 70 billions of 
dollars, and continued annual deficits of billions of dollars 
that pyramid the already astronomical national debt, dictates 
the compelling necessity of reducing the cost of government, 
where it is prudent to do so, in order to restore sound fiscal 
policies. 

Members of the Congress have learned from contacts with 
the people back home that there is a tremendous ground 
swell of public sentiment for economy in government, and 
demands for action in eliminating minecessary expenditures 
in the operations of the Government. S. 1585 is designed to 
remedy the existing deficiencies relative to appropriation 
procedures and the expenditure of public funds by providing 
the machinery necessary to enable the Congress to accomplish 
this objective, to which practically all Members are dedicated. 

As important as are the services rendered by the Joint 
Committee on Internal Revenue Taxation in the revenue field, 
the proposed Joint Committee on the Budget would be in a 
position to render far greater service to the Congress in a field 
that is much broader in nature and scope. Its functions 
would include analyses and reports on the details of program 
operations, a review of the actual administration of author
ized functions, and the compilation of data on agency 
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activities and program conformity with legislative authority, 
for the information of the Appropriations Committees and 
other committees, and to make such data available to indi
vidual Members of the Congress. With this information 
before them, the Appropriations Committees will be in a 
position to exercise infonned judgment in supplying only 
such funds as are necessary. The importance of providing 
this type of service for the committees dealing with the appro
priation of public funds is emphasized by the scope of the 
problems involved and the magnitude of Federal appropria
tions and expenditures. 

This bill represents the culmination of 7 years of careful 
study by the Committee on Government Operations, in an 
effort to evolve some method by which congressional fiscal 
procedures and controls can be improved in order that the 
legislative branch may assume its rightful position with re
spect to vital decisions affecting the future of the Nation. 
Confronted with imposing and increasing threate to the 
national economy because of ever-mounting spending pres
sures, both from intemal sources and from abroad, it is 
essential that the Congress delay no longer in meeting this 
issue head on. This committee believes that S. 1585 offers 
a sound approach to the solution of these problems, in that 
it would definitely equip the legislative branch with adequate 
machinery to examine carefully every item of expenditure, 
so that appropriations may be limited to only as much and no 
more than is actuaUy required to provide the minimum funds 
essential to the successful operation of the Govemment. 

* * * * ^ 
Further hearings on S. 1585 were held to be unnecessary, 

since extensive hearings were held on the predecessor bill, 
S. 913, during the 82d Congress in 1951. Witnesses repre
senting the (jongress. State taxpayers associations from aU 
sections of the country, the American Institute of Account
ants, National Association of Manufacturers, and various 
other groups strongly supported the objectives of the bill, 
although there were some differences as to the detailed pro
visions of such proposed legislation which were eliminated 
in S. 1805 in the 84th Congress and in the pending bill. 

* * « * * 
Following the hearings in 1951, the committee also held 

extensive hearings on proposed amendmente to the Legisla
tive Reorganization Act of 1946, in carrying out its functions 
to evaluate the effects of laws enacted to reorganize the legis
lative branch. At these subsequent hearings numerous wit
nesses urged that immediate steps be taken by the Congress 
to improve its fiscal controls. 

Typical of the statements made in connection with the 
pending proposal is the following extract quoted from the 
testimony of Mr. Carter W. Atkins, executive director of the 
Connecticut Public Expenditure Council, who appeared be
fore the committee on June 13,1951: 
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"My own recommendation is that we forget about revising 
the legislative budget and concentrate our energies in the di
rection proposed by your committee chairman in S. 913, 
which provides for the Joint Committee on the Budget, 
* * * Control of Federal finances will only be achieved by 
constant and continuous attention to the problem by the 
most competent professional and technical staff obtainable, 
working under conditions which favor their retention in office 
regardless of what party is in power. We need a joint com
mittee to control Federal spending as much as we need the 
presently highly regarded Joint Committee on Internal Reve
nue Taxation, and we need a staff qualified to do the job the 
committee is authorized to perform. A few days of frantic 
effort in the early days of the Congress and a halfhearted 
declaration of congressional intent, as expressed in a resolu
tion adopting the legislative budget, are no substitute for 
good, hard, continuous work by an interested committee 
backed by highly able staff work. I do not, therefore, recom
mend that the legislative budget be resuscitated, but rather 
suggest that this is one sleeping dog that should be allowed 
to rest in peace, and permanently." 

Mr. Frederick J. Lawton, then Director of the Bureau of 
the Budget, in testifying before the committee on May 17, 
1951, pointed up the fact that the tremendous increase in 
the size and scope of the Federal budget during recent years 
has produced entirely new and chaUenging problems for the 
Congress, and that the rapid growth of the Federal budget 
to where it then approximated 25 percent of the national in
come makes it one of the most significant factors in the eco
nomic and social life of the Nation. Mr. Lawton stated that 
the problem the Congress faces in attempting to come to grips 
more realistically with the Government's financial program 
is twofold: 

"First, there is the problem of identifying and agreeing in 
Congress on the kind and amount of essential information 
needed to evaluate both the budget as a whole and its thou
sands of components; (and) second, there is the problem of 
providing within the Congress itself the kind of structure 
that can make the fullest and most effective use of this 
information * * *. 

"The major determinant in any budget is not how much 
money is needed to mn a given activity efficiently. It is 
rather a determination on whether the activities should be 
conducted at all and, if so at what level. Yet decisions on 
individual activities must be made in the light of a host of 
factors—the expenditure and revenue outlook, economic con
ditions, provisions of existing law, and many others." 

In commenting specifically as regards the purposes of S. 
913, Mr. Lawton concluded— 

"A joint committee on the budget, with the broad job just 
outlined, would not duplicate the present work of the Appro
priations Committees on the appropriation requests placed 
before them, but would, instead, provide Congress with a 



FINANCIAL MANAGEMENT IN THE FEDERAL GOVERNMENT 2 0 5 

superior review of the whole budget situation. Such a joint 
cominittee might also be of further assistance to the Congress 
in dealing with such matters as determining the format of 
the budget, which would be most helpful to Congress in 
acting thereon, reviewing the many types of appropriations 
now found in our appropriation structure and providing for 
a simplification thereof, arriving (cooperatively with the 
executive branch) at a simple system of "storekeeping" on 
appropriations and other expenditure authorizations, coordi
nating and digesting for the Congress the many matters per
taining to Government finance and spending that come to it 
from many sources, and generaUy assisting the Congress to 
get on top and stay on top of the budget." 

Hearings were also held on S. 833 during the 83d Congress 
by the Subcommittee on Reorganization, following which the 
bill was again reported unanimously, with further perfecting 
amendments." 

Senator McClellan in a statement on the Senate floor when he filed 
Senate Report No. 165 on S. 1585 stated that : 

I am very hopeful that the situation which prevails today 
with respect particularly to the apparent stalemate between 
the Congress of the United States and the President of the 
United States regarding the budget, and whose duty it is to 
reduce it, and also the great public interest in the reduction 
of public expenditures, will result in the House of Represent
atives looking more favorably upon this proposal. I trust 
the other body will now be willing to give to the Congress the 
tools it needs properly to screen the budget and act more judi
ciously and intelligently with reference to appropriations 
which it is called upon to make. That is what this bUl would 
do. 

Speaking in favor of S. 1585 on the Senate floor on AprU 4,1957, 
Senator John Stennis, of Mississippi, stated in part tha t : 

I have had the honor of serving for a few j'ears on the Ap
propriations Committee; and I have been driven to the con
clusion that the only way by which we can possibly perform 
our primary function of legislating funds from the Federal 
Treasury into the respective departments and agencies is for 
us to have more or less the equivalent of a legislative bureau 
of the budget—in other words, a budget bureau of our own. 

ACTION BY THE HOUSE OF REPRESENTATIVES ON H.R. 7888 

A companion bill to S. 913, H.R. 7888, was introduced in the 82d 
Congress by Representative William Colmer, of Mississippi, on May 
16, 1952, and referred to the House Committee on Rules. Both House 
and Senate bills contained similar provisions in that they_ provided 
for a Joint Committee on the Budget. One of the most important 
differences between the House and Senate bills was that the House 
bill provided that the Joint Committee on the Budget should have a 
membership of nine Representatives and seven Senators, whereas the 
original bill called for seven Members each from the two Houses. 
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To make doubly certain that the House would have full control of the 
Joint Conunittee on the Budget, H,R. 7888 also required that the 
permanent chairman be a House Member and the permanent vice 
chairman be a Senate Member, whereas S. 913 provided that the chair
manship should alternate each session. 

During Senate debate on S. 913, an amendment was adopted to re
quire an associate staff director on the Joint Committee on the Budget 
staff, to be appointed by the minority party. In the House version of 
H.R. 7888, this amendment was dropped. Both bills incorporated a 
provision requiring that committee reports on all legislative proposals 
which require the making of any future appropriations, must include 
cost estimates of such costs over a period of years. 

The House Committee on Rules, to which S. 913 was referred after 
ite passage by the Senate on April 8,1952, held 6 days of hearings and 
favorably reported H.R. 7888 (H. Rept. 2263, June 20, 1952, 82d 
Cong.). 

The House report, filed by the author of the House bill. Representa
tive William Colmer of Mississippi, set forth its purpose and objectives 
as follows: 

The primary purpose of the bill is to provide the Congress 
with absolutely vital tools to work out a sound national fiscal 
policy. Testimony before the committee emphasized that 
the importance of the soundness of the dollar is not even ex
ceeded by the threat of Soviet aggression. As a matter of 
fact, there is ample ground for believing that the real objec
tive of the masters of the Kremlin is to bring about our defeat 
through the destruction of our economy. Other countries 
have succumbed to the Soviet Republic through similar tac
tics promoting confusion, chaos, infiltration, and economic 
instability. 

This bill is basically designed to retum to the Congress its 
lost control of the purse strings of the Nation. Then, and 
then only, can the overburdened taxpayers look for relief from 
the immense and constant upward trend in Federal expendi
tures, and the long succession of Federal deficits which has 
caused the huge amount of Federal debt. 

The authority to be vested in the joint committee will per
mit it to act as a technical factfinding body, functioning as a 
service agency to the two Coinmittees on Appropriations. Ite 
membership would be composed entirely of members chosen 
from among members of the two Committees on Appropria
tions, and its program, would, of course, be integrated with 
the needs and requirements of those parent committees. In 
no sense would it be authorized to supersede or to usurp in 
any manner any of the existing functions which continue to 
be fully vested in the two Committees on Appropriations. 

H.R. 7888 provides the same kind of joint expert staff 
facilities and detailed technical information for both Appro
priations Committees of the Congress as has been provided 
for a quarter of a century for both revenue conimittees, 
through the Joint Committee on Intemal Revenue Taxa
tion. There is no (luestion as to the value and importance 
of the service now being rendered by the latter committee. 
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with its able staff, to the Committees on Ways and Means 
and Finance of the House and Senate. 

The proposed Joint Committee on the Budget wUl cover a 
broad field of work, including the details of program opera
tions, the review of the actual administration of authorized 
functions, and the compilation of reports for the information 
of members of the Appropriations Committees. The im
portance of providing such services for the overburdened 
committee members who are charged with special responsi
bilities in connection with the expenditure of public funds, 
is emphasized by the very scope of the problems involved. 

H.R. 7888 reflects extensive studies dating back to the 79th 
Congress, and much work which has been done to impr()ve 
the congressional fiscal structure in order that the legislative 
branch may assume its rightful position in reaching vital 
decisions affecting the future of the Nation. Confronted 
with imposing and increasing threats to the national economy 
because of ever-momiting spending pressures both at home 
and abroad, it is essential that the Congress meet this issue 
head-on, and solve the problems involved before it is too late. 
This committee believes that H.R. 7888 offers at least an ap-

{)roach to the solution of these problems in that the legis-
ative branch would be definitely provided with the equip

ment to permit it to examine carefuUy every item of expendi
ture so that appropriations may be limited to only as much, 
and no more than, is actually necessary to provide the mini
mum funds essential to successful operation of the Govem
ment. 

The Congress at present labors under a tremendous disad
vantage because its two Appropriations Committees, vested 
with the functions of examining and passing upon budget re
quests for expenditure, are not adequately staffed or equipped 
to handle this tremendous task. This disadvantage is not at
tributable in any sense to lack of interest or to lack of earnest 
desire on the part of the members of the Appropriations 
Committees to examine carefully all budget items and to 
effect economies whenever and wherever possible, but rather 
to inadequate staff facilities which are essential to develop 
the necessary detaUed information. It is impossible for 
members of these committees themselves to examine prop
erly the thousands of items presented in the budget, or to 
determine the real justifications for the funds requested. 

Requests for funds come from the executive branch. The 
witnesses who appear before the committees represent ex
clusively the point of view of that branch of the Govem
ment. I t is the inherent responsibility of these executive 
officials to support all budget items and requests under the 
direction of the President. In addition, they have a personal 
interest in demonstrating that the requested amounts are 
necessary for the functions of their particular departmente 
or agencies. Testimony submitted to these committees is, 
therefore, ex parte in character. 
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Few witnesses appear on behalf of the legislative branch 
of the Govemment or to protect the interests of the public. 
The committee members receive little or no advice or counsel 
regarding the merits or lack of merits of the appropriations 
being sought, either as to the purpose for which they will be 
expended or the amounts of money required. In view of other 
tremendously heavy legislative responsibilities, the members 
of these committees do not have the time personally to study 
each item of the budget and to get the facte and information 
necessary to pass accurate judgment. Nor do they have ade
quate means of obtaining guidance and assistance to enable 
them to perform the vital functions expected of them. 

The result is that many millions of dollars have been 
appropriated in excess of the amounts actually needed, prop
erly, to carry on the functions of the Federal Government. 
Those excesses have, of course, made worse the recurring large 
deficite which must be passed on in the form of new taxes to 
the already overburdened taxpayers, and unless stopped may 
eventually lead to national bankruptcy. 
_ That the Congress is aware of the seriousness of this situa

tion is evidenced by the enactment of section 138 of the Legis
lative Reorganization Act of 1946. This section was included 
with a view to improving and modemizing congressional 
procedure in the consideration of the executive budget. This 
meritorious and well-intentioned effort on the part of the Con
gress, although failing to attain its objective, has served a 
useful purpose in pointing up the essential need for finding a 
workable substitute. 

I t is the view of this committee that the proposed Joint 
Committee on the Budget, which would be created under the 
provisions of H.R. 7888, constitutes a sounder and more effec
tive approach to this problem. 

The Congress, under the present setup, is virtually at the 
mercy of the executive branch and its various bureaus. I t 
has provided the President with a Bureau of the Budget, 
which is now staffed with in excess of 500 employees, most of 
whom are experts in their respective fields. Moreover, the 
various Federal agencies are staffed with literally thousands 
of technical and fiscal experts. I n contrast^ the two Appro
priations Committees, with a great financiai responsibility 
to the Congress and taxpayers, are staffed with a mere hand
ful of people, most of whom are necessarily limited to the pe r 
formance of clerical duties. 

The committee feels that, regardless of how conscientious 
and capable the members of the Appropriations Committee 
are, they are, to say the least, terribly handicapped when con
fronted with this army of executive and bureaucratic staffs. 
As a matter of fact, this committee feels that they have done 
a marvelous job in view of the stupendous task that confronts 
them and the meager tools that are presently available to 
them. 



FINANCIAL MANAGEMENT IN THE FEDERAL GOVERNMENT 2 0 9 

Under House procedures it was necessary to approve a rule permit
ting debate on final passage of the bill. That resolution (H. Res. No. 
695), providing for consi(ieration of H.R. 7888 was finally brought up 
during the closing hours of the 82d Congress and failed of accept
ance by the close rollcaU vote of 155 ayes to 173 nays. (Congressional 
Record, July 3, 1952, p. 9227,) The night before this vote was taken 
by the House of Representatives, denying its Members the right to 
debate the measure on its merits, the House Committee on Appropri
ations, by letter delivered at 11:20 p.m. to the Senate Committee on 
Appropriations, requested the Senate committee to include as a rider 
to the supplemental appropriations bill for 1953, a $500,000 item for 
the employment of additional staff for the House Appropriations 
Committee. At this time, the supplemental appropriations bill for 
1953 had already passed the House of Representatives and was in the 
process of final consideration by the Senate Committee on Appropri
ations. In keeping with the prmciple of comity between the two 
Houses with respect to items of this type, the Senate committee in
serted the item in the bUl as an amendment, although many members 
had already left the committee room. Subsequently, it had come to 
the attention of some of the Senate proponente of S, 913, that this 
was an unusual maneuver on the part of certain senior members of 
the House Appropriations Committee, Those who opposed the meas
ure attempted to prevent consideration of H.R. 7888, the companion 
bill to S. 913, on its merits, by providing, instead, funds for additional 
staff for the House Committee on Appropriations, 

When the amendment in question was called up in the Senate, 
Senator McClellan offered the language of his bill (S. 913) as an 
amendment to the supplemental appropriation bill. The following 
are extracts from the debate in the Senate when these amendments 
were under consideration: * 

Mr. MCCLELLAN. Mr. President, I rise in opposition to the 
committee amendment. I regret to find it necessary to oppose 
an amendment in this appropriation bill which has been 
passed on by the full Appropriations Committee of the 
Senate. 

Mr. President, I am surprised to find this particular amend
ment in the bill. As a member of the Senate Appropriations 
Cornmittee, yesterday, all day and until 11:20 last night, I 
sat in the committee, helping to mark up the bill which now 
is before the Senate, After the bill had beeen completed— 
that is, all of the prorisions of the bill, as it caine to us from 
the House of Representatives—at that late hour I stepped just 
outside the committee chamber to answer the telephone. I 
was not gone 5 minutes. When I returned, after completing 
the call, the committee had adjoumed, I did not know this 
provision was in the bill until this moming, 

Mr, President, this is a most unusual provision. It ema-
natjBS, under the circumstances, from a most Unusual source. 
This is an amendment placed in the bill by the Senate com
mittee, to give to the Appropriations Committee of the House 
of Representatives $500,000 in order to increase their staff. 

• Congressional Record, July 3, 1952, pp. 9141-9143. 
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I am sure that intrigues Senators. I t begets an interest to 
know why such a thing should happen. I will tell you, Mr. 
President, why. It is because tliis is part of the scheme to 
defeat a bill which is now being considered on the floor of 
the House, under a rule to take it up, at this moment, as I am 
speaking. It is a companion bill to the bill the Senate passed 
some months ago. Senate bill 913, to create a Joint Committee 
on the Budget, and to have a joint staff assisting in the work. 
That is the truth about it. Here we have the situation of the 
chairman of the Appropriations Committee of the House, who 
has probably been the chairman for 20 years, deciding at the 
last minute, after this bill had passed the House, and after 
every appropriation bill, including the regular appropriation 
bill, had passed the House, at the eleventh hour, and sending 
a letter to the chairman of the Senate Appropriations Com
mittee yesterday afternoon, asking the Senate to provide for 
them $500,000. For what purpose? 

I have the resolution, which appears in the Congressional 
Record in connection with the House proceedings of yester
day. At the eleventh hour, hoping to stave off favorable 
action on the bill that is now on the floor of the House, or 
regar(Ung which there is a motion pending to take it up, he 
calls the committee together, and the committee adopts a reso
lution, which will be found on page 8975 of the Congressional 
Record, reading as foUows: 

'•'•Resolved^ etc.. That there is hereby appropriated, out of 
any money in the Treasury not otherwise appropriated for 
the fiscal year ending June 30,1953, the following sum." 

Then follows a copy of this amendment to this appropria
tion bill. 

Mr. President, let us consider the purpose of it. I shall 
refer to a statement by Representative Mahon, who sought 
to call up the resolution for consideration yesterday after
noon, in response to a question by Representative Taber. 
The Speaker asked, "Is there objection to the request of the 
gentleman from Texas (Mr. Mahon) ?" Mr, Taber then 
asked: 

"Mr, Speaker, reserving the right to object, this resolution 
provides the Committee on Appropriations with funds, which 
in its opinion, are absolutely necessary to make the proper 
study and examination of the budget so that we can be pre
pared, when the next session begins, to hold the hearings in a 
satisfactory manner; is that not correct?" 

To which Mr, Mahon replied: 
"The gentleman is correct; it is for the purpose of imple

menting the staff on the Committee on Appropriations, and 
enable the Congress to do a better job in scrutinizing the 
budgets and investigating expenses of the Government." 

Mr. MCKELLAR. Mr. President, will the Senator yield ? 
Mr. MCCLELLAN. I yield. 
Mr. MCKELLAR. I desire to say to the Senate that last night, 

a few moments before we finished with the bill, a letter came 
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from Representative Cannon, wMch was handed to me. The 
letter is addressed to me, and in it he said: 

"DEAR M R . CHAIRMAN: The Committee on Appropria
tions of the House has approved an item of $500,000 for 
additional investigation work by its staff', but there will be no 
further appropriation bills considered by the House prior to 
adjournment. Therefore, it will be appreciated if the Senate 
will include in the supplemental appropriation biU now pend
ing in your committee, the following provision—" 

He then states that provision. I submitted it to the com
mittee. I was told that it had long been a rule in the Senate 
not to object to appropriations requested by the other House 
for the work of their committees. 

Mr. MCCLELLAN. That is correct. 
Mr. MCKELLAR. Also, that the House, on the other hand, 

does not object to such appropriations for the Senate. That 
was the rule, as I remember it. 

The committee, I believe without much discussion, listened 
to a brief statement by the Senator from Arizona (Mr. 
Hayden). He referred to an unwritten rule to the effect that 
each House of the Congress shaU determine what moneys 
it requires. 

Mr. MCCLELLAN. Mr. President, I say most respectfully, I 
agree with that rule, as a general principle; but when it is 
used as a device in an attempt to defeat proposed legislation 
which is now before the House, and at a time—it was the 
eleventh hour 

Mr. MCKELLAR. Yes, it was. 
Mr. MCCLELLAN. After they had had 20 years to figure out 

whether they needed more money, and had not included it in 
an appropriation, at the eleventh hour they ask the Senate to 
take up the cudgels for them, under those circumstances, I do 
not believe the rule applies. 

Mr. MCKELLAR. I recall that it was about 11:30_ when the 
letter was received, and the provision was included in the bill, 
as I have related. 

As the Senator from Arkansas knows, I am thoroughly in 
accord with the amendments to this biU which he has offered, 
and I expect to continue to support them. I do not know 
whether there is any method of preventing the Senator's 
amendment from being adopted. If there is I shall not be 
a party to it. The Senator knows that to be so. 

Mr. FERGUSON. Mr. President, will the Senator yield ? 
Mr. MCCLELLAN. I yield to the Senator from Michigan. 
Mr. FERGUSON, Wlien this matter came before the Appro-

Sriations Committee, late last evening, the Senator from 
[ichigan, I think, sensed what had happened in the House, 
Mr. MCCLELLAN. May I suggest that the Senator from 

Michigan (Ud not know until the last moment that any such 
request was pending. Is that not correct ? 

Mr, FERGUSON, That is correct. I sensed what was hap
pening in the House, and I felt that this was a means of 
accomplishing a purpose. 
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Mr. MCCLELLAN. During the time the bill has been pend
ing in the House of EepresentativeSj they have taken the 
position that they did not need additional help for the Ap
propriations Committee, that they were doing a job. Yet, at 
the last moment, do Senators know how much they want? I 
did not finish what I was reading. The minimum would be 
20 additional staff members, $500,000. If it has to be done 
that way in order to have the Appropriations Committee ade
quately staffed, I would not object. But I want to say that if 
we include $500,000 for the House Appropriations Commit
tee, then I am going to propose an amendment, at this point 
in the bill, to add $500,000 for the Senate Appropriations 
Committee, so that both the committees may function 
properly. 

Mr. FERGUSON. I urged that last night. I suggested that 
if we were going to include $500,000 for the House, we shoiUd 
include $500,000 for the Senate. So that, if provision is 
not made for the joint committee—which I favor—as the biU 
of the distinguished Senator from Arkansas proposes, then 
we ought to provide in this bill such a sum as we may require. 

Mr. MCCLELLAN. That is true; and that is no reflection in 
any manner or form upon the present committees, or upon the 
staffs. I t is simply indicative of the fact that this Govern
ment has grown, and that its expenditures are so heavy that 
we cannot possibly do all the things that should be done. 

Mr. FERGUSON. I t is necessary that we either have a joint 
staff or have several staffs. 

Mr. MCCLELLAN. That is the point. We are always teU-
ing the executive agencies that they are duplicating func
tions and hiring too many people. We get after them about 
it̂  and now we are preparing to set an example ourselves of 
hiring two people and spending $2 where $1 would do. 

Mr. FERGUSON. If we cannot have joint staffs, then we must 
have several staffs. 

Mr. MCCLELLAN. Mr. President, I have an amendment pre
pared. 

Mr. FERGUSON. I shpuld like to join the Senator in it. 
Mr. MOODY. Mr. President, will the Senator from Arkansas 

yield? 
Mr. MCCLELLAN. I yield. 
Mr. MOODY. I should first like to compliment the commit

tee of which the Senator from Arkansas is chairman. I 
think the bill to which he has referred is without question 
the most important move toward Govemment economy that 
Congress has taken at this session. 

I should like to ask the Senator if it is not true that his 
bill passed the Senate by a large majority ? 

Mr. MCCLELLAN. That is correct; and a motion is now 
being debated in the House to take up the companion bill. 

Mr. MOODY. IS it not true that this appears to be an attempt 
to sidetrack the bill and give the Appropriations Committee 
of the House enough money to do the job without passing 
the McClellan bill? 
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Mr. MCCLELLAN. I do not think there is any doubt about it. 
I t is too obvious. 

Mr. MOODY. I am wondering if it would not be a wise thing 
to wait and see what happens to the McClellan biU in the 
House. 

Mr. CORDON. Mr. President, will the Senator from Arkan
sas yield? 

Mr. MCCLELLAN, I yield, 
Mr, CORDON. I should like to ask the Senator from Arkan

sas whether the matter we have at hand came to the com
mittee—I will say, in the first place, that I was not in the 
committee when the matter came up 

Mr. MCCLELLAN. I do not think the chairman knew the 
request had been made. 

Mr. MCKELLAR. I t was less than 5 minutes before we ad
joumed that the letter came. 

Mr. CORDON. I f the request comes to the Senate committee 
as the result of the passage of a resolution by the House 

Mr. MCCLELLAN. NO ; not by the House. 
Mr. CORDON, That is the information I desired to get and 

up to wliich I was leading, 
Mr. MCCLELLAN. That is what the Congressional Record 

reflects. 
Mr. CORDON. The action taken on the House floor, as indi

cated on page 8976 of the Record, where Representative 
Smith of Virginia objected to further consideration of the 
resolution, represents the last action of the House on this 
question, does it not ? 

Mr. MCCLELLAN. That is correct. 
Mr. CORDON. An objection was interposed on the House by 

Representative Smith of Virginia because he desired the 
House to consider the compamon bill to that of the Senator 
from Arkansas. 

Mr. MCCLELLAN. That is correct. A rule has already been 
obtained for the consideration of that bill, and it was sched
uled to come up yesterday in the House. 

Mr. ROBERTSON. Mr. President, will the Senator from Ar
kansas yield ? 

Mr. MCCLELLAN. I yield. 
Mr. ROBERTSON. Does the Senator from Arkansas recaU 

that shortly before 11 o'clock last night the Senator from 
Oregon (Mr. Cordon), the Senator from Arkansas (Mr. 
McClellan), and the junior Senator from Virginia left the 
meeting of the Appropriations Committee on the assumption 
that we had finished all the money items? 

Mr. MCCLELLAN. That is correct. 
Mr. FERGUSON. If this amendment remains in the bill, the 

McClellan bill will be offered as an amendment to the pend
ing bill. We shall try to pass it and take it to conference, so 
it wiU be a part of this bill. 

Mr. MCKELLAR. I shall be perfectly willing to accept it. 
Mr. HAYDEN. Mr. President, will the Senator from Arkan

sas yield ? 
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Mr. MCCLELLAN. I yield. 
Mr. HAYDEN. AS I understand the matter which is now 

under debate on the floor of the House at this moment, the 
House will either vote to adopt the McClellan biU or it wUl 
not. My suggestion would be that we pass over, for the 
moment, consideration of this amendment, to see what the 
House does. If the House adopts by a yea-or-nay vote or any 
other method the bill, then, clearly, the situation wiU be dif
ferent from what it was when we adopted the amendment in 
the committee. If the House refuses to pass the McClellan 
bill, we will be faced with another situation. My suggestion 
would be to pass over this amendment. 

Mr. McKiiLLAR. I have no objection to that at all. 
Mr. KNOWLAND. Mr. President, will the Senator from Ar

kansas yield? 
Mr. MCCLELLAN. I yield to the Senator from Califomia. 
Mr. KNOWLAND. Mr. President, so that the Record may be 

clear and fair to the chairman of the committee, I should 
like to make a brief statement, because I attended the meeting 
from its start until the final adjournment. I t is true that 
Senators were in and out of the room during the course of 
the evening. I t is quite possible that several of them may 
have left, and it may have been their impression that there 
was to be no other amendment. 

I am ciuite sure, and can testify, that no statement was made 
by the chairman of the committee which would have led any
one to believe that no further amendments would be offered. 
When the matter did come to the attention of the committee, 
the chainnan had the letter from Mr. Cannon read in full. 
It was discussed. The ranking Republican member of the 
committee was present and joined in the discussion, and 
raised some questions. Some of the other members joined in 
the discussion, and had some doubte. But finally I think the 
weight was given to the general theory that there is comity 
between the two Houses, and that normally, when one House 
has asked that something be included in a bill affecting that 
particular House, it is not questioned by the other House. 

I quite agree with the point raised by the Senator from 
Oregon (Mr. Cordon) and some other Senators, that this is a 
slightly different situation, because instead of the provision 
having been put in the biU by action of the House, it came to 
us by way of a letter from the committee, rather than by 
action of the House. 

However, I feel, in fairness to the distinguished Senator 
from Tennessee (Mr. McKellar), that I should personaUy 
testify that he certainly gave no impression that no further 
amendments would be offered. The matter was handled en
tirely in the above-board manner. I t was subject to (Uscus-
sion to the committee. I desired to make that perfectly clear. 

Mr. MCCLELLAN. Mr. President, I join in every statement 
the distinguished Senator from Califomia has uttered. No 
reflection on earth can be cast on our esteemed chainnan. 
Everyone was tired. Some of us left under the impression 
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that the meeting was concluded. I know that when I left I 
thought the meeting was adjoumed. But as the chairman has 
said, the matter was called to his attention 5 minutes before 
adjournment. He himself did not know the letter was there. 
I did not know it was there. No other member knew it was 
there. 

I take the position that the circumstances are most unusual. 
I t is doubtful, in my mind, that the rule of comity should 
apply, as a matter of equity and right. 

Mr. ROBERTSON. I wish to take exception to what the Sen
ator from California has said. The Senator from Virginia 
never has said that the chairman of the committee said there 
were no further amendments to be offered. I never intended 
to imply that the chairman had even intimated that to us. 
All the Senator from Virginia wished to say, without any 
refiection whatever upon our distinguished chairman, was 
that three of us left under the impression that we had finished 
all the money amendments, because there were no more writ
ten out in the bill. That is what the Senator from Virginia 
said. 

Mr MOODY. Mr. President, will the Senator yield ? 
Mr. MCCLELLAN. I yield. 
Mr. MOODY. I have been conferring with my colleague, the 

senior Senator from Michigan, and I should like to join with 
him in favoring the McClellan bill as a rider to the pending 
bill, unless we follow the suggestion made by the junior Sen
ator from Michigan, made a few minutes ago, and made also 
by the senior Senator from Arizona; namely, that we hold the 
matter up until we learn what the House does about it, be
cause it seems to me there is clearly an effort to bypass the 
McClellan bill. There was an overwhelming vote in the Sen
ate in favor of the McClellan bill. I do not believe the Senate 
should permit this sort of thing to occur. I t seems to me that 
the Senator from Arizona has made a very constructive sug-

f estion—that we lay the matter aside until the House has 
ad an opportunity to act. 
Mr. HAYDEN. Mr. President, I ask unanimous consent that 

the amendment be temporarily passed over until such time 
as we know definitely whether the House will vote for or 
against the McClellan bill. 

The VICE PRESIDENT. The question is on agreeing to the 
request that the amendment be temporarily laid aside. Is 
there objection? The Chair hears none, and it is so ordered. 

Both of these amendments were subsequently adopted by the Senate 
and sent to conference. In conference, the bill was further amended, 
upon the insistence of the House conferees, b ^ striking out the provi
sion creating a Joint Committee on the Budget and substituting a fur
ther amendment to provide each of the two Committees on Appropria
tions with a total of $250,000 annually for additional staff. The action 
did not in any way change existing law, since the Legislative Reor
ganization Act of 1946 authorizes both Appropriations Committees 
to employ as much personnel as is needed, without limitation as to 

«S68e—^61 16 
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number or cost, and each House has always accepted without ques
tion the conmiittee stafl proposed by the other House of Congress. 

Prior to the introduction of H.R. 7888, Representative Battle had 
introduced on January 15, 1952, H.R. 6029 containing identical pro
visions of S. 913 as reported by the Senate Committee on Government 
Operations. This bill was also referred to the House Committee on 
Rules which reported H.K. 7888. 

Representative Colmer again introduced bUls for a Joint Committee 
on the Budget in the 83d (H.R. 1710) and 85th Congresses (H.R. 
2416) which were identical to H.R. 7888. These bUls were referred to 
the House Committee on Rules where no further progress was made. 

As set forth in the report, legislation proposing the creation of 
a Joint Committee on the Budget, approved by the Senate in four 
Congresses, has been vigorously opposed by the House Committee on 
Appropriations. During discussion of the resolution to allow debate 
on H.R. 7888, Representative John Taber of New York, ranking 
minority member of the committee, stated that— 

* * * it is one of the most reactionary and destructive bills I 
have ever seen, and it would prevent the Committee on Appro
priations from seeking and getting information because we 
would have to go to a joint committee who would not have the 
approach that the House Committee on Appropriations might 
have * * *.» 

I t was also contended that the joint conunittee would take away 
some of the time-tested rules or privileges of the House and destroy 
the power of the House of Representatives to initiate appropriation 
mea.sures. On this subject Representative Henry J. Latham of New 
York had this to say when (Uscussing H.R. 7888:' 

I would like to say first what I think this bUl will not do. 
In my estimation this bill will not destroy in any respect the 
power of the House of Representatives to initiate appropria
tion measures. Nor will it whittle away any of the time-
tested rules or privileges of the House of Representatives. 
But, what will this bill do ? I believe that this bill wUl give to 
the hardworking Committee on Appropriations and to the 
other Members of the House a complete set of legislative tools 
to perform better the increasingly difficult task of making the 
huge appropriations which we must make. I believe that this 
bill is one short step toward returning the purse strings of the 
United States to the Congress. I believe that this bill will 
parallel the work of the Joint Committee on Internal Revenue 
which has been working successfully for the last 25 years. 
This bill, if adopted, will parallel the action of the other body, 
which voted a companion measure which is in some respects 
different from this bill, by a vote of 55 to 8. The measure in 
that body had wide, bipartisan cosponsorship. 

" Congressional Record, July 3, 1052, p. 9223. 
• Ibid., p. 9221. 
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PAST EFFORTS To TIGHTEN FISCAL CONTROLS 

The creation of a Joint Committee on the Budget would continue 
the many efforts of the Congress during the past 30 or 40 years to 
develop more adequate fiscal controls over Federal spending. Among 
the first of these was the Budget and Accounting Act of 1921, which 
established the same kind of executive budget in the Federal Govern
ment as had been successfully developed in State and local govern
ments. That statute reflected a fairly rapidly expanding pattern of 
Federal activities, for those days, which had been subjected to the 
heavy stresses and strains, financial and otherwise, during and after 
World War I. 

Among the basic changes since the 1921 enactment of a national 
budget system was the transfer of an expanded Bureau of the Budget 
to the Executive Office of the President under the Reorganization 
Act of 1939. Subsequent years brought various fiscal problems, not
ably the recurring deficits in the Federal budget, particularly during 
the years of World War I I . The Employment Act of 1946, withits 
accompanying creation of a new Council of Economic Advisers im
mediately under the President, started to weave studies of national 
economic development and trends into annual budget deliberations. 
The various fundamental aspects of the 1921 budget law were supple
mented and modernized by the Budget and Accounting Procedures 
Act of 1950, which promote better coordination of Federal account
ing and fiscal procedure.^ 

ADDITIONAL EFFORTS TO STRENGTHEN THE COMMITTEE ON THE 
LEGISLATIVE BUDGET 

As has been set forth in part I I of this report, the vital need for 
a congressional counterpart of executive budgeting providing for bet
ter congressional analysis and consideration of the appropriations 
proposed in the annual executive budget was recognized by the Con
gress in enacting section 138 of the Legislative Reorganization Act of 
1946. This section of the act made an unsuccessful effort to tighten 
congressional control of the purse strings. I t created a joint com
mittee, composed of the members of the four taxing and spending 
committees of the two Houses of Congress and directed that com
mittee {a) to compare the estimated total receipts and the total ex
penditures proposed in the budget for the ensuing year, and (&) to 
recommend a ceiling on total expenditures to serve as a control on the 
total amount of appropriations, in line with what the Nation can 
afford to spend. Although every competent authority agrees that the 
purpose of this provision is eminently desirable, it proved unwork
able in the 80th and succeeding Congresses. This failure was largely 
attributed to the cumbersome committee setup involved, and to the 
lack of necessary staff.' 

In 1949 another attempt was made, without success, to revise the 
legislative budget committee on a smaller scale than that contem
plated in section 138 when Senate Concurrent Resolution 38 was con-

' See pp. 6 and 79 for complete details regarding the provisions of the 1021 and 1980 
acts, and app. A for full text, as amended. 

* See p. 20 for further detaUi, 
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sidered by Congress. This resolution, introduced May_ 11, 1949, 
originally included provisions for an omnibus appropriation bill 
and a legislative budget conimittee consisting of five members each 
from the four "money" committees. When the resolution was favor
ably reported by the Senate Committee on Eules and Administration 
(S. Kept. 1487, 81st Cong.) the omnibus provision was dropped, and 
there was added a provision that all proposals authorizing appro
priations must estimate their cost over a 5-year period, or for the 
duration of the project if of shorter life. 

Following are extracte from the Senate report: 
* * * Sponsors of Senate Concurrent Resolution 38 believe 

that the present provisions of section 138, which has resulted 
in an miworkable joint conimittee membership of over 100, is 
ineffective not only because of its unwieldliness but also be
cause it lacks the staff and expert assistance to work on legis
lative budget estimates and appropriations statistics, on a 
year-around basis * * * the existing staffs of the financial 
and appropriations coinmittees are not in a position to act 
in an advisory capacity on the overall budget picture, because 
they must view legislation piecemeal * * *. 

The minority report filed by Chairman Hayden of the Senate Com
mittee on Rules and Administration opposed Senate Concurrent Reso
lution 38, but favored S. 2898 proposing the creation of a Joint 
Committee on the Budget (which was the predecessor to S. 1585, 85th 
Cong., covered in the preceding section of this report), and indicated 
that in any event Senate Concurrent Resolution 38 ought not to be 
considered until Congress reached a decision regarding the omnibus 
appropriation biU as proposed by H.E. 7786, which was then pending 
in the House. 

Senator Hayden opposed Senate Concurrent Eesolution 38 as 
having— 

All the faults, administrative as well as historical, of the 
now discredited section 138 (and doubts that) a small-staffed 
joint conimittee set up under this concurrent resolution could 
do anything even comparable to what the Budget Bureau, 
the Treasury, and the Appropriations Committees do. * * * 
The first attempt by Congress to fix a legislative budget in 
the 80th Congress ended in wrangling * * * the result wiU 
be the same if the proposed joint committee under this con
current resolution make the same attempt * * *. To be of 
any use to Congress this joint committee must stand on ite 
own feet and do its own work * * *. 

Senator Hayden urged S. 2898 as a "much more practical means 
for acciuiring information needed by Congress in considering the 
Federal budget submitted each year" and preferred its two-way com
mittee to the four-way committee proposed under Senate Concurrent 
Eesolution 38. He also suggested an amendment requiring periodic 
revenue estimates for both Houses by the Joint Committee on Inter
nal Kevenue Taxation. 

A somewhat similar approach to the original objectives of section 
138 of the Legislative Eeorganization Act of 1946, designed to effect 
a solution to this problem, has been embocUed in a number of legisla
tive proposals which would provide that Federal expenditures shall 
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not exceed Federal revenues, except in time of war or grave national 
emergency declared by the Congress. 

EXPERIENCE WITH OMNIBUS APPROPRIATION BILL—ITEM VETO 

The Senate adopted a resolution (S. Con. Res. 18), on July 2,1949, 
requiring the combination of the traditionaUy separate appropriation 
measures in a one-package or omnibus appropriation bill (S. Rept. 
616, 81st Cong.), but the House of Representatives declined to report 
an omnibus bill because of the insistence of ite Appropriations Com
mittee that existing powers were adequate without statutory change. 
After a voluntary experiment on such a basis for the single fiscal year 
1951, the House Appropriations Committee voted to return to the old 
procedure of reporting separate appropriation bills. New resolutions 
designed to restore the omnibus appropriation bill were intro
duced in subsequent Congresses. In the 83d Congress a resolution 
proposed by Senator Byrd, with 46 other Senators as cosponsors 
(S. Con. Res. 8), was reported favorably by the Senate Committee 
on Rules and Administration, on May 12, 1953, but failed of final 
passage. (S. Eept. 267.) 

Two factors were predominant in the congressional attitude toward 
the omnibus appropriation bill. One was the serious delay in pas
sage, caused by the fact that the Senate was prevented from starting 
work on the many appropriation items until all of them, controversial 
and noncontroversial alike, were passed by the House. The other 
was that an omnibus appropriation bill lends iteelf to the addition 
of legislative riders. As a practical matter, the President cannot 
veto those riders which he deems objectionable unless he is willing 
to veto the whole omnibus bill and risk financial chaos for the Federal 
Government. To meet this objection several members of the Senate 
Committee on Rules and Administration formulated S. 2161 in the 
81st Congress, a partial-item veto bill, which was introduced on June 
29, 1949, and referred to the Committee on Govemment Operations. 
The bill was never reported because its constitutionality was doubt
ful. Under the provisions of S. 2161, the President would have been 
authorized to veto all or any part of an appropriation bill passed by 
the Congress. But, insofar as any vetoed amounts were reappro
priated by the Congress, restored items would not again be subject to 
a Presidential veto. 

Other bills introduced by Senator Humphrey during the 82d, 83d, 
and 84th Congresses, and referred to the Committee on Govemment 
Operations, would have authorized a Presidential item veto. These 
bills also contained other proposals providing for a consolidated 
cash budget, a separation of operating from capital expenditures, the 
scheduling of legislative action on appropriation measures,^ and re
quiring yea-and-nay votes on amendmente to appropriation biUs.* 

PERCENTAGE CUTS IN APPROPRIATIONS 

Other fiscal proposals which have had serious consideration in the 
Senate include Senate Joint Resolution 108, reported favorably by 
the Committee on Govemment Operations in the Slst Congress (S. 

• See section entitled "Item Veto Legislation," p. 286. 



2 2 0 FINANCIAL MANAGEMENT IN THE FEDERAL GOVERNMENT 

Eept. 498), which combined the features of three pending resolutions, 
in an effort to bring about a more nearly balanced budget. The resolu
tion would have required the President to make an overaU reduc
tion of not less than 5 percent nor more than 10 percent in the total 
amomit of appropriations which he had recommended for the fiscal 
year 1950. Despite vigorous efforts on the Senate floor, this pro
posal made no progress. I t was, therefore, added as a rider to an 
appropriation bill out failed by a narrow margin to receive the 
necessary two-thirds majority under Senate rules, after a point of 
order had been raised. 

A similar across-the-board cut was adopted, however, in the General 
Appropriation Act of 1951, approved September 6, 1950, which re
quired that an overaU cut of $550 miUion be made in the— 

appropriations, reappropriations, contract authorizations, 
and reauthorizations made by this act for departments and 
agencies in the executive branch of the Govemment * * * 
without impairing national defense. 

Similar efforte toward a flat percentage cut in proposed 1952 appro
priations were pressed with vigor in the Senate in connection with 
appropriation measures, but the final detennination was that good 
legislative practices required direct action on specific items, and that 
an across-the-board cut was not the proper solution to the problem. 

This proposed flat-percentage-cut type of legislative requirement 
was an acknowledgment that the Congress does not have the necessaiy 
machinery to develop the facts upon which to direct specifically indi
cated economies in Government spending, which the proposed Joint 
Committee on the Budget was designed to provide. Flat cuts are 
always subjected to criticism on the ground that the Congress has a 
responsibility to vote definite reductions in individually proposed 
appropriation items. I t is also contended that the flat-percentage cut 
adversely and improperly affects, in the same degree, two entirely 
different kinds of agencies: (a) Those whose officials are conducting 
constructive and useful activities in efficient economical fashion, and 
submit realistic budget estimates for necessary agency operations as 
against (6) those who are making no efforte to (io a good job, and in 
some instances have even managed so to pad their budget that a per
centage cut will only reduce them to about the amount they had hoped 
in the first place to have available for expen(Uture. 

ALTERNATE BALANCED BUDGET 

Another fiscal proposal of basic importance proposed by Senator 
McClellan, chairman of the Committee on Govemment Operations, 
was made in Senate Joint Resolution 131 of September 23, 1949, 
which would have required the President to submit an alternate 
balanced budget along with his regular budget for the fiscal year 
1951. When Senate Joint Resolution 131 made no progress, it was 
proposed in substance as a rider to H.R. 1689, the Executive Pay 
Raise Act of 1949, and was accepted as such by the Senate. I t later 
was stricken in conference. 

As has already been set forth in this report, the committee, in ap
proving S. 913 to create a Joint Committee on the Budget, in the 82d 
Congress, also adopted, by a majority vote, an amendment providing 
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for annual submission by the President of an alternate balanced 
budget. The latter budget would parallel the regular budget which 
the President is required to submit at the beginning of each session of 
the Congress. While a majority of the committee endorsed this pro
posal in executive session, the committee preferred that ite considera
tion by the Senate be kept separate from the other aspecte of S. 913. 
An amendment to S. 913 calling for an alternate, balanced budget was 
submitted by Senator McClellan to the Senate when the bill was ap
proved April 8, 1952, The amendment, however, was rejected by the 
Senate. No similar provision was included in the committee bUl 
introduced in the 85th Congress (S. 1585). 

LEGISLATIVE BUREAU OF AUDIT AND REVIEW 

In the closing hours of the 82d Congress, Senator Homer Fergu
son introduced S. 3482, establishing a Legislative Bureau of 
Audit and Eeview to analyze Federal activities and to recommend {a) 
elimination of those activities that are unnecessary or wasteful, and 
(6) transfer of Federal activities to State, local, or other public or 
private auspices when their performance would thereby be improved. 
The two top officials of the proposed Bureau were to be of opposite 
political parties, and their removal was made extremely difficult. 
Other permanent personnel were required to be under the civil service. 

When Senator Ferguson introduced S. 3482 he gave his reasons for 
doing so on the fioor of the Senate (Congressional Eecord, pp. 9442-
9444, July 4,1952). Most important of these was that "Congress has all 
but completely lost control of the purse * * * even the Chief Execu
tive has lost most of the essential control over the complex ramifica
tions of the executive branch." Hence the Senator felt that such a 
bill was necessaiy "to determine what powers and duties can best be 
carried on by" levels other than Federal. He insisted that although 
various committees of Congress properly increase their staffs to meet 
emergency problems "a bold new approach such as I have suggested 
must oe taken." 

The Legislative Bureau of Audit and Eeview which was proposed 
in S. 3482 resembled the former Bureau of Efficiency, a Federal agency 
of administrative reform, which was in existence for about two dec
ades. After several years' experimentation with an independent 
Presidential Commission (1910-13), and then with a special division 
of the Civil Service Commission (1913-16), Congress created a Bu
reau of Efficiency in 1916 which was active until its abolition in 1933. 
The basic idea oi the new agency which was set forth in successive ap
propriation acts rather than a general organic statute, was to bring 
into the Federal Government an independent establishment that would 
obtain essential facts for Congress on departmental organization and 
niethods, and on duplication of activities. Its similarity to certain 
phases of the Bureau of the Budget was never cleared up when that' 
Bureau was created by statute in 1921. The influence of the Bureau 
of Efficiency dwin(Ued rapidly upon the approval of the Budget and 
Accounting Act of 1921. 
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BUDGET IMPROVEMENTS IN THE EXECUTIVE BRANCH 

In the last 10 years there have been marked improvements by the 
executive branch in the preparation and presentation of the budget. 
Many of these improvements have resulted from legislation on the 
part of the Congress, while others have resulted from the initiative 
of the executive branch. I t follows that improvements made in the 
presentation of the budget would also assist the Congress in its exami
nation of the budget. However, the adoption by Congress of legis
lation to estabUsh a Joint Committee on the Budget would simphfy 
congressional evaluation of the budget. 

Improvemente in budgeting during the last 10 years are covered 
elsewhere in this report under "Bureau of the Budget." " In addi
tion, a report dated November 17,1959, by the Director of the Bureau 
of the Budget to the President on improvements in budgeting, present 
and contemplated, referred to the Joint Committee on the Budget as 
one of the nudget reform proposals requiring congressional action. 
The report cited the progress in budget improvements which are 
largely the responsibiilty of the executive branch and those requir
ing both executive and congressional action. In addition to encourag
ing budget improvements in these two areas, the Director suggested 
a number of ad(Utional improvements which are under study and 
consideration. 

COMMITTEE ON FISCAL PLANNING 

House Eesolution 481, was introduced in the 86th Congress on 
March 21, 1960, to create a Committee on Fiscal Planning for the 
House of Eepresentatives, composed of the ranking members of the 
Appropriations and Ways and Means Committees, plus one other 
Member of the Congress to be appointed by the Speaker. 

This five-man committee would have been directed to initiate and 
continue a study of the finances of the Federal Govemment in order to 
cooi-dinate revenues and expenses and to plan for the orderly reduc
tion of the national debt. The committee was to report ite findings 
and recommendations regularly to the Congress and to the public. 
This proposal was similar to resolutions introduced by Eepresentative 
Ludlow in 1940 and again in 1943. House Eesolution 481 was re
ferred to the House Committee on Rules, where no further action 
was taken. 

SUMMABT OF MAJOR PROPOSALS CONSIDERED BY THB CONGRESS 

In ad(Ution to the bills provicUng for the creation of a Joint Com
mittee on the Budget, and the various other legislation considered by 
the Congress as outlined in the preceding sections of this report, there 
have been other major proposals pen(Ung before the Congress for a 

• number of years, most of which have received consideration at inter
vals since the enactment of the Legislative Reorganization Act of 1946. 
These include proposals directed toward (a) achieving a balanced 
budget, (&) an omnibus appropriation bill, {c) item veto au
thority to the President, {d) separation of operating and capital 
expenditures in the budget, (e) creation of revolving funds, (/) pro-

" See pp. 131-138 of this report. 
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hibition of withholding or impounding of appropriations by the execu
tive branch, {g) requiring subnussion of reports on debte, commit
mente, and uncommitted appropriations on a semiannual basis, and 
(A) providing for legislative and fiscal sessions of Congress. Al
though certain aspecte of some of these proposals are covered in 
various sections of this report, the following sections set forth a re
view and brief summaries of the provisions of these proposals, their 
objectives, and actions taken by committees and the Congress. 

BALANCED BUDGET 

Each year as the President's budget for the Federal Government 
is sent to Congress, the paramount question arises as to the effect it 
will have on the national debt, and whether or not it is a balanced 
budget. During the past 10 years (1950-60) the annual budgets have 
usually called for expenditures in excess ot revenues with the result 
that there has been an ever-increasing growth in the size of the national 
debt. For the period 1952 through 1959, in only 2 fiscal years, 1956 
and 1957 did receipte exceed expenditures. The President announced 
on July 20, 1960, that fiscal year 1960 ended with a surplus of $1.1 
billion. During this 10-year period the Federal debt has increased 
by over $27 billion to a record figure of $285 billion for which Con
gress appropriated over $9 billion for interest paymente alone in fiscal 
year 1960. 

The Govemment has gone far past the advice of Thomas Jeffer
son when he said: 

To preserve our independence, we must not let our leadei-s 
load us with perpetual debt. We must make our election be
tween economy and liberty, or profusion and servitude. 

Many Members of Congress, over the years, have proposed various 
methods of achieving the objective of assuring a balanced budget, and 
of bringing to the attenion of responsible officials of the Federal Gov
emment the need for restricting expenditures to available receipte. 
Some of the bills and actions taken by this and other committees on 
this problem follow, 

INCREASING COST OF THB FEDERAL GOVERNMENT (S. DOC. 150, 
81ST CONG.) 

Throughout the 81st Congress, the Committee on Government Oper
ations emphasized the interest and growing concem in the rising 
cost of the Federal Government. On Februaiy 22, 1950, Senator 
McClellan, chairman of the cominittee, took the floor of the Senate to 
warn of the dangers that are inherent in incurring large annual 
deficite and maintaining a standard of govemmentel services beyond 
revenues available. In his remarks he stated that: 

For 16 of the last 18 years our Federal Govemment has run 
a heavy deficit. In only 2 of those 18 years have Federal 
revenues exceeded expenditures. That means that we have 
continuously and tremendously increased the national debt 
from about $20 biUion to some $256 billion. We may readily 
concede that meet of those deficite and our increased debt were 
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CKScasioned by war and by the acute economic depression that 
preceded it. The necessity for such expenditures in a period 
of real crisis is not challenged, but in this postwar period of 
high-level national income and prosperity, spending on a scale 
and to the extent of creating huge annual deficite can neither 
be justified nor long pursued if we are to possess and main
tain the economic strength and power that is essential and 
indispensable to our survival. 

Senator McCleUan submitted a table on some 15 new programs and 
expanded govemmental services requested in the President's 1951 
budget and legislative program, and pointed out that if these pro
grams were enacted into law the aggregate annual cost would be more 
than $25 billion. Without undertaking to discuss or pass final judg
ment upon the merite or lack of merits of each of the proposed meas
ures, the chairman emphasized that only the most indispensable addi
tional items should be undertaken until the long-continued, recurring 
Federal budget deficits have been eliminated. 

A few days later much debate in the Senate centered on the fact that 
the Federal expenditures had increased so markedly within only 2 
years—from $34 biUion in the fiscal year 1948 to $43 billion in the 
fiscal year 1950, or a rise of $9 billion. As a result the committee 
chairman addressed the Senate on March 22,1950, incorporating in his 
remarks another extensive analysis prepared by the committee staff 
covering the more important aspects of the above 2-year overall trend 
which was extended to include a smaU overall decUne for the year 
ahead. 

At the request of the chairman, the staff, in collaboration with the 
Bureau of the Budget, prepared detailed tables indicating the trend of 
expenditures in the executive branch of the Govemment by functions 
and activities for fiscal years 1949,1950, and 1951. This information, 
along with other tables showing the increased trend in expenditures, 
was submitted to the Senate on March 28, 1950, entitled "Increasing 
Cost of the Federal Government." (S. Doc. No. 150.) The docu
ment attracted much interest and was widely distributed to official 
and nonofficial sources. 

SENATE J O I N T RESOLUTION 1 3 1 , 81ST CONGRESS 

On September 23, 1949, Senator McClellan introduced Senate Joint 
Resolution 131, to require the submission to Congress of a balanced 
budget for the fiscal year 1951, which was referred to the Committee on 
Govemment Operations. This proposed balanced budget was to be in 
addition to such other budget as the President saw fit to introduce at 
that time, in accordance with usual procedures. Senator McCleUan 
made the following statement in behalf of the resolution: 

It conforms exactly with the letter and spirit of the budget
ing and accounting laws. It disturbs in no way whatsoever 
the right of the President to bring in whatever budget he 
wishes, however much out of balance it may be, including 
revisions of both estimated revenues and estimated expendi
tures to cover the legislative proposals which are included in 
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the President's budget message. All that this resolution does 
is to require that in addition the President niust also transmit 
a balanced budget which, on the basis of existing legislation, 
reduces estimated expenditures to balance out with antici
pated revenues. 

On the submission of such a balanced budget, the Congress 
would then have an opportunity to examine each item of ex
penditure and its conformity with substantive program legis
lation, and to study the impact which anticipated reductions 
would have on the national programs previously approved by 
the Congress. Such changes as may be found desirable and in 
the best interest of the public could then be properly adjusted 
by the Congress. 

The proposed requirement of a second alternative budget 
which is in balance will give us a clear-cut test of those who do 
and those who do not favor the commonsense doctrine of only 
spending as much as we can collect during the present period 
of economic prosperity. 

Senator McClellan was joined by Senators Ferguson, Byrd, East
land, and Stennis in offering Senate Joint Resolution 131 as an 
amendment to H.R. 1689, the Executive Pay Raise Act. On Septem
ber 29, 1949, the amendment was adopted by unanimous vote; sub
sequently the pay raise bill was passed by the Senate and sent to con
ference. The amendment was eliminated in conference, with no refer
ence to it in the conference report (H. Rept. 1411,81st Cong.). 

SENATE JOINT RESOLUTION 108 (8:J . RES. 94 , S.J. RES. 97 , AND S.J. RES. 
1 0 2 ) , 81ST CONGRESS 

Senate Joint Resolution 108 would have required the President to 
make an overall cut of not less than 5 percent nor more than 10 per
cent in total estimated expenditures for the fiscal year 1950, to bring 
them within estimated Federal receipts. After hearings had been 
completed on the three original resolutions. Senate Joint Eesolution 
108 was filed as a committee resolution by Senator McClellan, and 
reported favorably on June 13, 1949 (S. Eept. 498), Minority views 
by members of the committee opposing Senate Joint Eesolution 108 
were filed as part 2 of Senate Eeport 498 on July 25, 1949, Senate 
Joint Resolution 108 combined features of Senate Joint Resolutions 
94 (^Tydings, O'Connor, and Eeed), 97 (Wherry, Bridges, and Fergu
son) , and 102 (Eeed). 

Consideration of Senate Joint Eesolution 108 was delayed on the 
Senate fioor, despite a petition of 63 Senators representing most of the 
States requesting a vote on the merits of the proposal. Finally, Senate 
action was forced by a motion to attach the text of Senate Joint Eeso
lution 108 as a rider to an appropriation bill which would require a 
two-thirds vote to suspend the rules of the Senate. After vigorous de
bate the final results of 49 yeas, 28 nays, with 19 Senators not voting, 
fell short of the two-thirds vote required, 
_ Although Senate Joint Eesolution 108 was rejected, a somewhat 

similar provision was adopted as section 1214 of Public Law 759, the 
General Appropriation Act of 1951, approved September 6, 1950, 
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which required an overall reduction of $550 million in 1950 nondefense 
appropriations for domestic program expenditures as follows: 

SECTION 1214, Appropriation, reappropriations, contract 
authorizations and reauthorizations made oy this act for de
partments and agencies in the executive branch of the Govem
ment shall, without impairing national defense, be reduced in 
the amount of not less than $550 milUon through the appor
tionment procedure provided for in section 1211 of this act, 

CONSTITUTIONALITY OF SENATE JOINT RESOLUTION 108 

In considering Senate Joint Eesolution 108, the Senate Committee 
on Government Operations inquired of the Anierican Law Division, 
Legislative Eeference Service, Library of Congress, whether this 
resolution could be sustained on a constitutional basis. The first para
graph of ite report to the committee, dated June 27,1949, states: 

Article I, section 1 of the Constitution vests all legislative 
powers in the Congress of the United States, and under the 
doctrine of separation of powers. Congress cannot constitu
tionally delegate these legislative powers to the executive 
branch of the Government. But the Constitution also veste 
in the President the responsibility to "take care that the laws 
be faithfully executed" (art. I I , sec. 3), thus of necess
ity conferring on the President a certain amount of discre
tionary power in order that he may effectively enforce and 
execute congressional laws and policies. (Sayre, the Consti
tutionality of the Trade Agreements Act (1939) 39 Col. L. 
Eev. 751, 759.) Yet, if Senate Joint Eesolution 108 is to be 
upheld, and the power therein conferred is to be effective, it 
must be determined whether Congress has iteelf sufficiently 
laid down the law and policy and has not conferred real legis
lative authority on the President. 

In reaching the conclusion that Senate Joint Eesolution 108 was 
not an unconstitutional delegation of legislative power, the last para
graph of the report from the Library of Congress stetes: 

An examination of Senate Joint Eesolution 108 discloses 
that the resolution (1) contains a declaration of purpose on 
the part of Congress, (2) confers authority upon the Presi
dent to be exercised in a certain manner, (3) states certain 
express restrictions on the exercise of the authority granted, 
and (4) requires detailed quarterly reports to be made by 
the President during the fiscal year. The resolution, there
fore, outlines a policy to be foUowed, esteblishes standards for 
Presidential action and the manner thereof, and defines the 
sphere within which the President may exercise his discre
tion. Thus the resolution does not give the President a "rov
ing commission" or a free rein to determine what he may or 
may not do, but instead declares an "intelligible principle" 
which he must follow and within which his actions are cir
cumscribed. In light of the cases and authorities previously 
cited. Senate Joint Eesolution 108 accordingly appears to be 
valid legislation and not an unconstitutional delegation of 
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legislative power. With respect to this proposed measure, 
the statement of the Supreme Court in U.S. v. Rock Royal 
Cooperative, Inc. {(1939) 307 U.S. 533, 574), seems particu
larly apropos: 

"From the earliest days the Congress has been compeUed 
to leave to the administrative officers of the Government 
authority to determine facts which were to put legislation 
into effect and the details of regulations which would imple
ment the more general enactments. I t is well settled, there
fore, that it is no argument against the constitutionality of an 
act to say that it delegates broad powers to executives to de
termine the details of any legislative scheme. Tliis necessary 
authority has never been denied. In dealing with legislation 
involving questions of economic adjustment, each enactment 
must be considered to determine whether it states the purpose 
which the Congress seeks to accomplish and the standards by 
which that purpose is to be worked out with sufficient exact
ness to enable those affected to understand these limits. With
in these tests the Congress needs specify only so far as is 
reasonable practicable. The present act, we believe, satisfies 
these tests." 

AMENDMENT TO S. 913 , 82D CONGRESS 

The Senate Committee on Govemment Operations, in reporting 
S. 913 favorably (S. Eept. 576, 82d Cong.), creating a Joint Commit
tee on the Budget, also approved by majority vote an amendment pro
viding for annual submission by the President of an alternate balanced 
budget. The latter budget would parallel the regular budget whioh 
the President is required to submit at the beginning of each session 
of the Congress. While a majority of the committee endorsed this 
proposal in executive session, the committee preferred that ite con
sideration by the Congress be kept separate from Senate debate on 
other aspects of S. 913. An annual alternate balanced budget would 
have brought to Congress for the first time a report on the detailed 
and varying cuts in appropriations that would be required all along 
the line, in order to achieve a balanced budget, including program 
cutbacks which the President believes to be necessary. During the 
Senate debate on this amendment to S. 913, Senator McClellan en
dorsed tlie principle involved under more normal conditions, but 
pointed out that it would be an empty gesture to require the President 
under the then existing conditions to make heavy cuts in huge defense 
appropriations in order to eliminate a budget deficit. The Senate 
thereupon rejected this proposal. 

SENATE CONCURRENT RESOLUTION 6T AND SENATE JOINT RESOLUTION 119 
( H . J . RES. 3 5 2 ) , 8 2D CXJNGRESS 

These two resolutions differed somewhat in their provisions, though 
they were both directed toward the same end of bringing about a 
balanced Federal budget for fiscal year 1953. 

Senate Concurrent Eesolution 57 requested the President of the 
United States to transmit to the Congress a revised budget for the 
fiscal year 1953 "at the earliest possible date." This resolution was 
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introduced by Senator Dirksen on January 18, 1952, and referred to 
the Committee on Government Operations. Its purpose was the same 
as that of Senate Concurrent Eesolution 62, introduced by Senators 
Ecton, Bridges, and Ferguson, which would so limit appropriations as 
to balance the 1953 budget. The latter resolution was referred to the 
Committee on Appropriations, where it made no progress. 

Another method to bring about balancing of the 1953 budget was 
proposed in Senate Joint Eesolution 119, introduced by Senator 
Johnson of Colorado on January 14,1952, and referred to the Senate 
Committee on Government Operations. This resolution limited ex
penditures for the fiscal year 1953 to $71 billion, and authority to con
tract for future deliveries (obligational authority) to $54 billion for 
the same period. If the latter amount is exceeded, authorizations to 
obligate which have been previously granted must be rescinded in the 
amount of such excess. This resolution would have prohibited any 
new obligations which would cause the $275 biUion debt limit to be 
exceeded. 

Through these dollar limitations. Senate Joint Eesolution 119 would 
in reality have required the President to submit an alternate 1953 
budget. This resolution was similar to House Joint Eesolution 352, 
introduced by Eepresentative Coudert on January 8,1952, and referred 
to the House Committee on Expenditures in the Executive Depart
ments. The difference was that the Coudert resolution made no men
tion of the debt limit. 

Since estimated total receipts in the budget which was submitted 
in January of 1952 also amounted to $71 billion. Senate Joint Eesolu
tion 119, in effect, required a balanced 1953 budget within that total 
amount of estimated receipts. In addition, the resolution made an 
effort to restore congressional control of the purse strings by placing 
a limit on total new obligations which may be incurred. 

In view of the rejection by the Senate of the amendment to S. 913 
which would have required submission of an alternate balance budget 
annually, discussed in the preceding section, further action on Senate 
Concurrent Resolution 57 and Senate Joint Resolution 119 was post
poned by the conunittee on April 24,1952. 

OTHER BILLS KELATINQ TO A BALANCED BUDGET 

Senator Byrd of Virginia has long been a leading advocate of bal
anced budgets. In a statement on the President's 1951 budget, 
Senator Byrd said: ^̂  

On the basis of more than 16 years spent in closely analyz
ing and studying Federal fiscal policies and the Nation's 
economy, I am unable to escape the conclusion that a balanced 
budget within the ability of the people to pay is an absolute 
requirement for the preservation of the Government's sol
vency and the stability of our economy. Without solvency 
and stability our form of government cannot survive. 

Senator Byrd accompanied his statement with a tabular draft of 
his own "thirty-six billion dollar budget for progress," calculated to 
yield a surplus of $2 billion in fiscal 1951. 

" Congressional Record, Jan. 0, 1950, p. 176. 
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In the 84th, 85th, and 86th Congresses, Senator Byrd joined with 
Senator Bridges and others in sponsoring bills (S.J. Res. 126, S.J, 
Res. 36, and S.J. Res. 99) which were referred to the Committee on 
Judiciary. The objective sought would amend the Constitution and 
require the President to present a balanced budget, with a further 
provision that, if Congress should unbalance the budget, it could not 
adjourn for more than 3 days without taking action to balance the 
budget. In the event of war or other grave national emergency, the 
Congress, on the recommendation of the President, could suspend these 
provisions by a vote of three-fourths of all the Members of each House. 
Identical bills (H.J. Res. 87, H.J. Res. 158, and H.J. Res. 239) were in
troduced on the House side in the 86th Congress. No action was taken 
on these bills. 

In the 2d session of the 86th Congress, Senators Bridges, Byrd_ of 
Virginia, and others introduced Senate Joint Resolution 174 containing 
the above provisions and, in addition, re(5[uiring the President to in
clude not less than $500 million for reduction of the public debt. The 
bill was referred to the Subcommittee on Constitutional Amendmente, 
Senate Judiciary Committee, where no further action developed. 

Other bills were introduced in the 86th Congress which would have 
the effect of requiring a balanced budget such as limiting expenditures 
for fiscal year 1960 to $77 billion (S. Res. 86), and limiting appropri
ations to the amount of the President's budget except where additional 
revenues to cover such appropriations have been specifically made 
available (H.J. Res. 184). None of these bills made any progress. 

OMNIBUS APPROPRIATION BILL 

The unsuccessful effort of the Congress to put into operation those 
provisions of the Legislative Reorganization Act of 1946 which were 
designed to tighten congressional control of the purse strings had a 
stimulating effect upon the development of a program to combine ap
propriation measures into an omnibus appropriation bill. When sec
tion 138 of that act proved unworkable, a determined effort was made 
to provide for an omnibus appropriation bill as a possible means of 
strengthening legislative control of the purse. 

Under present procedures, the Congress acte on a series of indi
vidual appropriation measures, over several months which makes it 
difficiilt, if not impossible, for the Congress, at any stage after the 
submission of the President's budget, to continuously view the revenue 
and expenditure program of the Govemment as a whole. This pro
cedure has been used by Congress since the early 1800's, except for 
1950 when a one-package appropriation bill was reported by the 
Appropriations Committees and passed by both Houses of Congress. 
Under its present system, the Congress is employing the same tech
niques in appropriating $80 billion annually that it used when appro
priations were less than $5 billion. Under this practice, it is not untU 
most appropriation bills have been cleared that the spending impact 
becomes clear. At that stage it is too late to adjust the total expendi
ture program so that it conforms to the Government's revenue receipte. 
The result is deficit financing, or tho imposition of new and higher 
taxes. 
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Bills providing for consolidating appropriations into one bill have 
been approved by the Senate Committee on Eules and Administration 
in four Congresses, twice with a Democratic majority, and twice with 
a Eepublican majority. The Senate as a whole has twice passed such 
biUs, in 1949 (S. Con. Ees. 18, 81st Cong.) and again in 1953 (S. Con. 
Ees. 8, 83d Cong.), and referred them to the House of Eepresentatives 
where no final action was taken. 

Senator Harry F. Byrd, of Virginia, has long advocated the use of 
a single appropriation bill, pointing out that the practice of passing 
separate appropriation bills is a legislative handicap that prevents 
Congress from considering the budget as a whole and making intelli-

§ent reductions in expenditures. He has carried on the fight in the 
enate for this change in the appropriation process, introducing bills 

to that effect in a number of Congresses. Senator Styles Bridges, 
chairman of the Senate Appropriations Committee in the 80th and 
83d Congresses, was an active supporter and advocate of the single-
package appropriation bUl. 

On the House side, Eepresentative Clarence Cannon, chairman of 
the Appropriations Committee, was an advocate of an omnibus bill. 
He was mainly responsible for Congress trying the consolidated ap
propriation process for 1 year in 1950 on an experimentel basis 
without statutory change. His opinion was that no special enactment 
or change in rules was necessary, however, in order to provide for the 
consolidated budget or its consideration in either House, and therefore, 
did not support legislation pending in the House which would have 
set up this procedure by statute or change in the rules. 

As expressed in editorials throughout the country, the public over
whelmingly favored the one-package appropriation bill. (Congres
sional Eecord, Feb. 27,1951, pp. 1612-1631.) It was supported by the 
Chamber of Commerce of the United States, the National Association 
of Manufacturers, the Tax Foundation, the National Committee for 
Strengthening Congress, the Council of State Chambers of Commerce, 
the Commerce and Industry Association of New York, and others. 

Eepresentative John Taber of New York, ranking minority mem
ber of the House Committee on Appropriations, consistently led the 
fight against the single package bill in the House. After the 1-year 
experience in 1950 with the one-package bill. Senator McKellar, then 
chairman of the Senate Committee on Appropriations, and Senator 
Carl Hayden, ranking member, strongly opposed any further use of 
this procedure, either on a voluntary basis or by legislative action. 

Some of the bills introduced and results of the 1950 experience in 
consolidating all general appropriation bUls, including the pros and 
cons on the use of the one-package appropriation bUl, are summarized 
as follows: 

SENATE (XINCURRENT EESOLUTION 18, 81ST CONGRESS 

Senate Concurrent Eesolution 18, providing for an omnibus ap
propriation bill, was introduced by Senators Byrd, Butler, Bridges, 
O'Connor, Knowland, Gillette, Ferguson, and Wherry on February 
17,1949, and referred to the Senate Committee on Eules and Admin
istration. Hearings were held on May 23 and 26, 1949, with repre
sentatives of the Bureau of the Budget, the Department of the Treas-
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ury, and the Office of the Comptroller General testifying that the 
provisions were practicable and workable. The resolution was favor
ably reported by the cominittee on July 7, 1959. (S. Eept. 616, 81st 
Cong.) 

The general purposes of the resolution were stated m the report as 
follows: 

1. Consolidation of all regular appropriation measures into 
one consolidated general appropriation bill. 

2. Statutory limitations on obligations against appropria
tions, which would have the effect of controlling expenditures 
and keeping them within the revenue. 

3. An itemized estimate of annual expenditures by means 
of informative tables in the reports of the Appropriations 
Committees and the conference committees on appropriations. 

The report also cited the undesirable possibilities conected with 
the resolution, 

1. Length of time required by the Appropriations Commit
tees and the respective Houses in consideration of a consoli
dated bill. 

2, Necessity for the President to veto a bill containing all 
appropriations in the event he disapproved of one or more 
items. 

The Senate Cominittee on Eules and Administration was of the 
opinion that the first point could be overcome by cooperation between 
the House and Senate Appropriations Committees. However, to take 
care of the second point, members of the committee introduced S. 2161, 
a partial item veto bill, which was referred to the Committee on Gov
ernment Operations. (Action taken by this committee on S. 2161 is 
found in this report on p. 240.) Senate Concurrent Eesolution 18 
passed the Senate unanimously on September 27, 1949, but made no 
progress in the House because the House Committee on Appropriations 
decided to try the consolidated appropriation proposal on a voluntary 
basis beginning January 1950, without statutory change. 

Another bill under consideration by the Senate Committee on Eules 
and Administration during the same period (S. Con. Ees. 38) orig
inally included an omnibus appropriation provisions similar to S. Con. 
Ees. 18, as well as a legislative budget committee. Wlien the conimittee 
favorably reported Senate Concurrent Eesolution 38 on April 14,1950, 
the omnibus provisions were eliminated in committee. (S. Eept. 
1487, 81st Cong.) 

EXPERIENCai WITH THB CONSOLmATED APPROPRIATION BILL IN 1950 

The House Appropriations Committee agî eed to operate under the 
consolidated appropriation approach on a trial basis, Eepresentative 
Cannon announced on May 26,1949, that his committee would submit 
the annual appropriations in one consolidated bill beginning with the 
2d session of the 81st Congress. After this announcement and in 
the closing days of the 1st session of the 81st Congress, Eepresentative 
Cannon stated on the House floor: ̂^ 

" Congressional Record, June 24, 1949, p. 8388. 
65686—61 18 
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Beginning in 1920, with the first drafting of the budget 
system, authorized by the Legislative and Accounting Act 
of 1921, the committee has been hoping eventually to submit 
in one overall bill all proposed Federal appropriations. Due 
to the handicap of an antiquated subcommittee system, the 
attainment of that objective has not been practical until the 
beginning of the 2d session of the Slst Congress, 

With the new subcommittee system at last operating effec
tively, the way is now open for the submission of the practical 
consolidated appropriation bill so long planned for. Accord
ingly, hearings will begin in December and then a complete 
omnibus appropriation bill wiU be reported to the House 
not later than April 15. 

The new subcommittee system referred to above is the procedure 
whereby members of the Appropriations Committee are assigned to 
a single bill and all major bills are considered simultaneously by the 
various subcommittees. This procedure was used during the 1st ses
sion of the Slst Congress and appeared to work very successfully. 
I n 1950, the committee was organized into nine subcommittees with 
five members each to consider the several chapters of the omnibus bill. 
Procedures were developed by the chairman and sent to each subcom
mittee chairman on the routine to be followed in drafting the omnibus 
appropriation bill.^^ 

The House Appropriations Committee reported the omnibus appro
priation bill (H.E. 7786) to the House on March 21 and it passed that 
body on May 10, 1950. During the intervening 7 weeks the House 
considered not only the appropriation bill, but numerous other matters. 
The Senate Committee on Appropriations reported the bill to the 
Senate on July 8, 1950. The Senate passed the bill on August 4, fol
lowing which it was in conference for 3 Aveeks. The one-package 
appropriation bill was signed by the President on September 6, 1950, 
5 weeks after the beginning of the new fiscal year. The last appro
priation bill for the prior year (1949) was approved on October 29, 
1949. 

I n ite final form the General Appropriation Act for 1951 contained 
12 chapters—it covered all branches of the Government including 
the District of Columbia, the legislative and the judiciary, execu
tive agencies, national defense, and foreign aid, consisting of 192 
pages. Consolidation of 11 separate supply bills into a single package 
reduced the President's budget by about $2.3 billion and was ready 
for his signature 2 months ahead of the budget completion date in 1949. 
The record of its first trial showed, as Senator Byrd pointed out— 

the enactment of the single appropriation bill this year (1950) 
required less time, promoted fuller participation in debate, 
and resulted in savings rather than increases. 

After 1 year's experience with the new procedure. Chairman Cannon 
of the House Appropriations Committee said that— 

the single appropriation bill offers the most practical and 
efficient method of handling the annual budget and the na-

" See Dr. George B. Galloway's "Reform of the Federal Budget," April 1950, p. 
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tional fiscal program. Judged by our experience, there is no 
legitimate reason which can be advanced against it. 

In January 1951, members of the House Committee on Appropria
tions met to decide whether it would again report out a single package 
appropriation bill. Even though Chairman Cannon was in favor of 
continuing the one-package procedure, the conimittee voted on Janu
ary 29,1951, 31 to 18 to discard the single package method of handling 
appropriation bills and to re tum to the former method of appropriat
ing funds in a series of separate bills. Following this acti()n the com
mittee has subsequently reported separate appropriation bills. _ Since 
the committee had reported a single-package bill on ite own initiative 
in 1950 without statutory provision, it was possible for the committee 
in 1951 to abandon the procedure on its own initiative. 

Eepresentative Taber, ranking minority member of the House Ap
propriations Committee, who had consistently opposed the one-pack
age bill, gave this explanation of the reasons why the committee 
decided to go back to the old procedure.^* 

The majority of the committee felt that there was greater 
opportunity for reducing appropriations with the method 
which they have chosen than existed in the single-package 
appropriation bill, and for some of the following reasons: 

First. With the single package appropriation bill only one 
motion to recommit is possible and that hit effectively only 
one item in the overall bill, whereas if you have separate 
bills for each department the motion to recommit on the 
separate bills can bring out for a separate vote the most glar
ing items in that bill which need to be corrected. The Con
gress can be put on record in each of the biUs for or against 
unnecessary spending. 

Second, The Congress can also, under the provisions for 
separate bills, have a separate vote on the passage of any one 
of the bills and, if it has been loaded with unnecessary 
spending, be put on record for or against the passage of that 
bill; whereas with the omnibus bill there could be only one 
record vote and Members would nut feel free to vote against 
the enormous number of items in it, whereas this hesitation 
would not exist with the separate bill. 

Senator Byrd called the House action "a serious backward step 
and a blow to fiscal reform." But Senator McKellar, then chairman 
of the Senate Appropriations Committee expressed satisfaction with 
the outcoine. "We gave it a year's trial," he said, "and it wouldn't 
work." 
_ Representative Cannon in a 2-hour speech on the floor of the House, 

cited the benefits to be derived from the one-package bill, and attrib
uted its rejection in part to outside pressure. He stated: 

* * * Every predatory lobbyist, every pressure group seeking 
to get its hands into the U.S. Treasury, every bureaucrat 
seeking to extend his empire downtown is opposed to the 
consolidated biU. * * * 

" Congressional Record, Jan. 31, 1951, p. A490. 
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He concluded with the charge that— 

* * * one wealaiess of our form of government is that Mem
bers of Congress are political beneficiaries of Federal largess 
(Ustributed in their districts and their States. The more 
money we can vote out of the Treasury and into our respective 
bailiwicks, the more votes we may expect at the next elec
tion * * *." 

PROS AND CONS ON CONSOLIDATED APPROPRIATION BILLS 

I n the post mortems on the omnibus bill, the advocates of the con
solidated appropriation bill contended that many States and foreign 
countries use that procedure; that the deficiency and supplemental 
items that were not included in the single-package budget were in
herited from previous budgets; that the omnibus bill had achieved the 
aim of the Legislative Eeorganization Act of 1946 by presenting a 
total expenditure figure for the aggregate of all general appropria
tions ; that the budget had been processed more carefully and in more 
detail than in the previous session, thanks to the exclusive character of 
the subcommittees and their staffs; that fewer amendments had been 
offered or agreed to in committees under the new system than ever 
before; that the consolidated bill procedure had been approved by 
taxpayers' organizations and chambers of commerce throughout the 
country because of the economies it made possible; that amendments 
instructing the President to cut totals could be offered to separate bills 
just as easily as they could be offered to consolidated bills; that the 
single-package method had effected an actual reduction of the budget 
amounting to $2.3 billion; that a full week was allotted to considera
tion of the subcommittee reports in the full committee; that Members 
had a better opportunity to study the hearings and understand the 
bill than ever before because transcripts of the hearings were pub
lished periodically in installments as the hearings progressed and were 
made available to the Senate committee, making possible almost simul
taneous hearings in both bodies and thus greatly expediting the appro
priation process; that the consolidated bill was reported to the House 
on March 21, the earUest date in history, and was passed and sent to 
the Senate on May 10, the earliest date on which all appropriations 
have been sent to the Senate; that periodic releases were made to the 
press and the public during the liearings on the consolidated bill, thus 
publicizing proceedings which had been held in committee under the 
old system of closed hearings; and that the full coimnittee had made 
no cuts of any kind, but had merely recommended reductions which 
could be approved or rejected by the subcommittees in charge of the 
various chapters. To Eepresentative Taber's objections the reply 
was that there is no limit on the number of items in an appropriation 
bill which may be included in the motion to recommit; and that Eepre
sentative Taber, when he offered a pro forma motion to recommit the 
bill on May 10, 1950, did not even demand a vote upon it. "There is 
exactly the same opportunity to take a vote on an individual item 
under the consolidated bill," said Eepresentative Cannon, "as was 
available under separate bills." " 

" Congressional Record, J an . 29,1951, pp. 764-768. 
" See Kepresentative Cannon's polnt-by-point reply to a le t ter of Representat ive Phil l ips, 

Congressional Record, J a n . 29, 1951, pp. 764—768; also Congressional Record, Feb. 27, 
1951, pp. 1612-1631. 
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The opponents of a consolidated bill argued that its consideration at 
the committee and floor stages took more time than the old method, 
thus causing undue delay in the passage of the supply bills; that it 
increased the opportunities for logrolling by rival interests in Con
gress ; that it made it harder for the President to veto the big money 
bill on account of objectionable items or legislative riders it might 
contain; that it encouraged absenteeism on the floor because Members 
attended only when items of special interest to their districts were up 
for consideration; that it failed to give an overall picture of total pro
posed expenditures because the consolidated bill did not include defi
ciency and supplemental items; that time was lacking to make a proper 
study of the budget; that the consolidated bill was a device for 
spenders, not for savers; that the provision in the omnibus bill direct
ing the President to cut the final total by about $550 million was a 
surrender of the power of the purse; that fewer Members of Congress 
were familiar with appropriation details than ever before; that the 
new procedure required the Senate committee to hold hearings before 
the supply bill had been reported by the House; that the one-package 
procedure permitted items to be covered up which would have been 
publicized under the old method; and that the "superduper" executive 
committee had restrained the House subcommittees from making pos
sible additional savings.^' 

Following the decision in January 1951 of the House Appropria,-
tions Committee to return to the old procedure of reporting separate 
appropriation bills. Senator Byrd introduced bills in succeeding Con
gresses to require appropriation bills to be consolidated. 

Senate Concurrent Eesolution 27, providing for a consolidated gen
eral appropriation bill each fiscal year was introduced in the 82d Con
gress by Senator Byrd with the cosponsorship of 47 Senators. This 
resolution was referred to the Committee on Eules and Administra
tion where hearings were held on July 11 and September 5, 1951, fol
lowing which it was favorably reported on September 28, 1951, with 
individual views of Senator Hayden, who opposed the resolution. 
(S. Eept. 842,82d Cong.), 

The in(Uvidual views of Senator Hayden contained commente or 
statements of Eepresentative Raybum, and the chairman and all sub
committee chairmen of the Senate Committee on Appropriations op
posing the one-package appropriation bill. Representative Rayburn, 
Speaker of the House of Representatives, was quoted in the report 
(p, 7) as follows: 

I was opposed to this method of appropriating funds from 
the beginning but many of our friends wanted to give it a try. 
After what has happened in the last Congress, I am more con
vinced than ever that it was a mistake. 

The resolution was brought up under unanimous consent rule twice 
but was objected to each time and no further action was taken. 

Again in the 83d Congress. Senator Byrd with 49 Senators as co-
sponsors, introduced Senate Concurrent Resolution 8 providing for a 
consolidated appropriation bill. The resolution was favorably re
ported (S. Rept. 267) on May 12, 1953, by the Senate Committee on 

" See letter from Representative Phillips to Senator Byrd, Congressional Reeord, Jan. 29, 
1061, pp. 764-768; also Congressional Eecord, Feb. 27, 1951, pp. 1612-1631. 



2 3 6 FINANCIAL MANAGEMENT IN THE FEDERAL GOVERNMENT 

Rules and Administration. Individual views of Senator Hayden and 
seven niembers of the Senate Appropriations Committee opposing the 
resolution were submitted as part 2 of the report. After considerable 
debate on the floor of the Senate on May 26, 1953, the resolution was 
amended and passed. I t was referred to the House Committee on Eules 
where it died. 

The above two resolutions provided for a different kind of con
solidated appropriation measure than that which was tried in fiscal 
year 1951. The procedure for fiscal year 1951 was that the 12 areas 
providing appropriated funds were put together in one package con
sisting of a chapter for each appropriation, whereas the new resolu
tions proposed to place all appropriations into one bill, limit the obli
gations on the basis of new and old appropriations, and require that 
estimates of expenditures be set forth in the report. In addition, the 
body of the appropriation bill would have a statement of the revenues, 
so that the total expenditures will be set forth, on the one hand; and 
the total available revenues, according to the Treasury's estimates, wiU 
be set forth on the other hand. This would permit Members to deter
mine whether they are voting for a deficit or for a surplus. 

I t was the position of the sponsors that putting all appropriations 
in one bill and Stating how much money is to be expended under them 
in 1 year would tie the appropriations and expenditures closer to
gether and give Congress a better understanding of the amount of 
money which will be spent in the fiscal year for which the appropria
tions are made when it is making appropriations. 

The amount of money appropriated each year is not necessarily 
the amount available for expenditures. There are at present large 
unexpended balances of carryover appropriations of prior years which 
exceeds $80 billion. I t is annual expenditures, not appropriations, 
applied against annual revenues that result in annual deficits or 
sumluses. 

Proposals similar to Senate Concurrent Eesolution 8 were intro
duced by Senator Byrd in the 84th Congress with 45 cosponsors (S. 
Con. Ees. 15), and in the S5th Congress (S. Con. Res. 25). These 
resolutions were referred to the Senate Committee on Eules and 
Administration, but were not reported to the Senate. 

ITEM VETO LEGISLATION 

BACKGROUND 

The veto powers of the President written into the Federal Consti
tution were rather limited because of deep public resentment over the 
short shrift which the King of England gave to many bills enacted 
by Colonial legislatures. The veto power of the President, as set 
forth in the Constitution, authorizes him to veto bills in their entirety, 
subject to Congress overriding his veto by two-thirds vote. 

Political scientists, students, and others who have studied back
ground material on the Constitution express the opinion that the 
question of conferring upon the President the power to veto par
ticular items was not raised during the Constitutional Convention 
in 1787. 
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Following the lead of the Federal Constitution, the States, as they 
revised their constitutions during the next several decades, generaUy 
provided their Governors with veto power. But it was not untfl the 
time of the Civil War that the principle of item veto found expres
sion in any American Constitution. The Confederate States, in botli 
provisional and permanent constitutions adopted item veto for appro
priation bills. 

The item veto adopted in the Provisional Constitution of the Con
federacy, article I, section 5, provided that— 

The President may veto any appropriation or appropriations 
and approve any other appropriation or appropriations in 
the same bill. 

This was continued in the Permanent Constitution of the Con
federacy, which provided in article I, section 7, that— 

The President may approve any appropriation and disap
prove any other appropriation in the same bill. In such case 
he shall, in signing the bill, designate the appropriations 
disapproved, and shall return a copy of such appropriations 
with his objections to the House in which the bill originated 
and the same proceedings shall then be had as in case of other 
bills disapproved by the President. 

Since the end of the Civil War, every new State admitted to the 
Union, with the exception of Nevada, has granted its Governor some 
form of item veto power. Usually it has been limited to appropriation 
bills. Today the item veto power has been granted to Governors of 
42 of the 50 States. In this respect, however, the authority of the 
Congress is greater than that of many States whose constitutions con
tain provisions dealing with the form and essential requirements of 
legislative bills. 

During the Civil War, Congress commenced the practice of adding 
legislative riders to appropriation bills. This practice, plus the adop
tion of item veto by many States caused agitation for similar pro
visions to be included in the Federal Constitution. 

Since 1876, when the first bill was introduced to give the President 
veto authority over individual items in appropriation bills, many 
item veto proposals have been introduced in the Congress. Some of 
these would give the President veto power through the regular legis
lative processes, others provided for an amendment to the Constitution, 
Eegardless of the method proposed, none have made much progress 
in the Congress, 

Increased attention was focused upon the item veto after repeated 
failures of the legislative budget requirement in the Legislative Ee
organization Act of 1946, that Congress fix a ceiling on total expendi
tures and receipts early in each session to control subsequent detailed 
work on appropriation bills by coinmittees and the Congress, In ad
dition, the increased emphasis for a consolidation of the general ap
propriation bills indicated the desirability of a constitutional amend-
rnent or other substantive legislation to give the President power to 
disapprove a single item of an appropriation bill. This was pointed 
out in the report on the omnibus appropriation bill (S. Con, Ees, 18) 
which was reported favorably by Senator Hunt for the Committee 
on Eules and Administration in the Slst Congress (S. Eept. 616). 
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That committee also introduced a companion bill, S, 2161, which was 
referred to the Committee on Government Operations, to grant the 
President item veto power over amounte appearing in appropriation 
bills and was designed to meet in part, and without raising the prob
lems of a constitutional amendment, the objections of various execu
tive agencies that an omnibus bill would greatly increase the danger 
of bail legislative riders. 

The first Hoover Commission's report on Budgeting and Account
ing in 1949 recommended (No. 4) that the President be authorized to 
prevent agency spending of those portions of full appropriations 
which are not required to carry out the purposes intended by the 
Congress. 

PROS AND CONS ON THE ITEM VETO 

Those in favor of the item veto point to the success of this method 
employed by the majority of the Governors of the several States, 
Also, it is stated that the item veto power would save the taxpayers 
money as it would give the Chief Executive the power to veto those 
items in appropriation bills which are alleged to be raids on the Fed
eral Treasury. The proponents of the item veto authority further 
contend that the President should not be placed in the position of hav
ing to veto the whole bUl because it included certain projects or items 
which were not in the public interest. To illustrate their point, the 
public works bill vetoed by the President during the Eighty-fifth 
Congress (S. 497) is cited by proponents of these measures. The 
President objected to a few projects which were inserted in the bill by 
Members of Congress but could not eliminate them, consequently he 
vetoed the entire bill. 

Those who oppose giving the President power to veto specific items 
in appropriation or other bills point out that it is unconstitutional in 
that it violates article I, section 7, of the Constitution, and that item 
veto legislation would give the executive branch unlimited power over 
appropriations and Congress would be abdicating its constitutional 
control of power over the purse. I t has also been expressed that if 
the President is given item veto power. Members of Congress would 
hesitate to oppose the President since appropriations or other matters 
affecting their district could be eliminated by him in reteliation for 
such opposition, 

P R E S I D E N T S RECOMMENDING TTEM VETO 

A report prepared by the Legislative Eeference Service of the 
Library of Congress shows that six Presidents of the United States 
have felt that they should have the power to veto individual items in 
appropriation bills. They were Presidents Grant, Hayes, Arthur, 
Franklin D. Roosevelt, Truman, and Eisenhower. 

President Grant in his fifth annual message to Congress, dated 
December 1, 1873, recommended a constitutional amendment "to au
thorize the Executive to approve of so much of any measure passing 
the twc) Houses of Congress as his judgment may dictate, without 
approving the whole, the disapproved portion or portions to be sub
jected to the same rules as now, to wit, to be referred back to the 
House in which the measure or measures originated, and, if passed 
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by a two-thirds vote of the two Houses, then to become a law without 
the approval of the President," 

In his book, "The Veto Power" (1789-1889), Edward CampbeU 
Mason writes that: 

President Hayes, after his struggle with Congress over the 
attaching of riders to appropriation bills, recommended that 
the Executive be given the power to approve or veto the sepa
rate items of an appropriation bill. This recommendation 
was taken up and acted upon, and from that time to the pres
ent there has been a constant agitation for an increase 
of the range of the veto. Twenty-four resolutions authoriz
ing amendjnents to the Constitution have been offered in 
Congress, each one of which embodied President Hayes' 
suggestion. 

President Arthur, in his second annual message to Congress, dated 
December 4, 1882, suggested two solutions to the problem of com
bining appropriations for a great diversity of objects, widely sepa
rated in their nature or locality, in one river and harbor bill: 

1. The enactment of separate appropriation bills for each in
ternal improvement or, alternatively. 

2. A constitutional amendment empowering the Executive to 
veto items in appropriation bills. 

He listed 14 States whose constitutions then gave that power to their 
Governors, and said: 

I commend to your careful consideration the question 
whether an amendment of the Federal Constitution in the 
particular indicated would not afford the best remedy for 
what is often a grave embarrassment both to Members of Con
gress and to the Executive, and is sometimes a serious public 
mischief. 

He repeated this recommendation in his third annual message, dated 
December 4, 1883, and in his fourth annual message, dated December 
1, 1884. 

President Franklin D. Roosevelt, in his budget message for the fiscal 
year 1939, called attention to the use of item veto in the majority of 
our States and said: 

A respectable difference of opinion exists as to whether 
a similar item veto power could be given to the President by 
legislation or whether a constitutional amendment would be 
necessary. I strongly recommend that the present Congress 
adopt whichever course it may deem to be the correct one. 

President Harry S. Truman wrote in the second volume of his 
memoirs that: 

One important lack in the Presidential veto power, I be
lieve, is authority to veto individual items in appropriation 
bills. The President must approve the bill in its entirety, or 
refuse to approve it, or let it become law without his ap
proval * * *. As a Senator I tried to discourage the practice 
of adding riders deliberately contrived to neutralize other
wise positive legislation, because it is a form of legislative 



2 4 0 FINANCIAL MANAGEMENT IN THE FEDERAL GOVERNMENT 

blackmail. The honest way was to defeat legislation by voting 
against it rather than by adding crippling amendmente to 
render it ineffective. 

President Eisenhower, in his annual message to Congress on Janu
ary 19,1959, presenting the Federal budget for fiscal year 1960, made 
the following recommendation regarding item veto (p. M-23, the 
Federal budget message for fiscal year ending June 30,1960) : 

Item veto.—The item veto is another important and needed 
reform regardless of whether appropriations are made in a 
number of bills or in a consolidated bill. In either case, the 
necessity of accepting or rejecting a bill in its entirety pre
vents the President from considering separable provisions on 
their own merits. Congress has recognized the value of an 
item veto by granting it to Governors of our territories and 
insular possessions. Most States have adopted this device. 
Presidents of both parties, starting as far back as Ulysses S. 
Grant, have recommended an item veto. Legislation granting 
an item veto to the President should apply to legislative 
measures authorizing expenditures as well as to appropria
tion bills, and should include authority to reduce the amount 
of an appropriation as weU as to strike out an item. The use 
of such a veto by a President would not remove the fuial au
thority of the Congress, which would still retain ite constitu
tional power to override any specific veto. 

In the Federal budget for fiscal year 1961, President Eisenhower 
again recommended that Congress authorize the item veto for appro-

?riation. bills as follows (p. M-75, 1961 budget message of the 
'resident) : 

Provision for item veto.—In passing the Alaska and Ha
waii statehood acts, the Congress again recognized the value 
of an item veto by a chief executive by approving provision 
for ite use in their State constitutions. Forty-one State 
Governors now have item veto authority. Many Presidents 
have recommended it, but the Congress has not yet granted 
the President of the United States that power. I again rec
ommend it. 

I T E M VETO AND SIMILAR BILLS CONSIDERED BY T H B CONGRESS 

During previous Congresses, the Senate Committee on Government 
Operations has considered a number of bills which would give the 
President power to reduce appropriations or to veto specific items in 
appropriation bills. A discussion of the provisions of these biUs and 
action taken by this (X)mmittee follows: 

S. 2161 introduced by Senators Hunt, Withers, and Lodge on 
June 29,1949, and referred to the Committee on Govemment Opera
tions, involved a complicated background stemming from difficulties 
connected with legislative budget procedures established under the 
Legislative Eeorganization Act of 1946, as a result of which the Com
mittee on Eules and Administration favorably reported Senate Con
current Eesolution 18 providing for an annual consolidated general 
appropriation bUl (S. Kept. No. 616). To meet objections of various 
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executive agencies, that such an omnibus bill would greatly increase 
the danger of bad legislative riders, the same subcommittee that rec
ommended Senate Concurrent Eesolution 18 proposed S. 2161 which 
resembled an item-veto bill, in that it authorized the President to 
strike out part or all of items of appropriations which he deemed were 
"not in the public interest." The bill provided, however, that Con
gress may reappropriate these stricken dollar items by simple major
ity in which event the President cannot again intervene on the items 
involved. Tliis provision, of somewhat doubtful constitutionality, 
stops short of authorizing the President to eliminate nonfiscal as well 
as fiscal provisions of appropriation bills. 

A report, dated July 18, 1949, requested by the Committee on Gov
ernment Operations, from the Anierican Law Division of the Legisla
tive Eeference Service, Library of Congress, raised serious doubt as to 
the constitutionality of the provisions of S. 2161, (Also see subse
quent section on "Constitutionality of the Item Veto Provision,") 

The committee, after study of the proposal in connection with other 
legislation pending before it and other committees in the Senate, 
voted to indefinitely postpone action on S. 2161 on March 21, 1950. 

Another bill, S. 2602, introduced by Senator Humphrey with four 
cosponsors on February 5,1952, contained five major sections relating 
to the improvement of the legislative procedure in the fiscal field, all 
of which were discussed by witnesses during hearings before the Com
mittee on Government Operations in June 1951, when the committee 
was considering amendments to the Legislative Eeorganization Act 
of 1946. Two of these five sections called for budget tabulation of 
the flow of cash between the public and the Government, and the 
separation of operating expenditures from capital expenditures. The 
three remaining sections of S. 2602 proposed the modification of the 
rules of the two Houses of Congress, to require (1) publication of 
improved schedules to govern timing of legislative consideration of 
appropriation bills so as to avoid end-of-session logjams, and publica
tion also of monthly reports showing action on appropriation bills; 
(2) mandatory roll call on every appropriation bill other than a pri
vate bill; and (3) Presidential item veto, subject to being overridden 
by the usual two-thirds vote on bills as a whole as provided in the 
Constitution. 

In response to a query by this comimttee, the Bureau of the Budget 
endorsed the final section of the bill proposing an item veto. A sim
Uar letter from the Comptroller General concluded that he would "not 
recommend favorable consideration of S. 2602". The committee took 
no action on the bill. 

Other bills, identical to S. 2602 were introduced by Senator Hum
phrey, with cosponsors in the 83d Congress (S. 1006) and the 84th 
Congress (S. 1902). In response to a query by this committee, the 
Bureau of the Budget endorsed only the section of these bills pro
posing an item veto. In similar queries, the Comptroller General 
recommended against enactment of these bills. 

During the 86th Congress a bill which would have had the effect 
of authorizing an item veto, S. 2373, was introduced by Senator Curtis 
on July 13, 1959, with nine cosponsors (Senators Hruska, Byrd of 
Virginia, Bennett, Clark, Goldwater, Keating, Lausche, Scott, and 
Williams of Delaware). This bill would have authorized the Presi-
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dent to eliminate or reduce by Executive order, in whole or in part, 
any appropriation or appropriations, which includes an authorization 
to create obligations by contract in advance of an appropriation, made 
by any act or joint resolution, whenever, after investigation, he shall 
find and declare that such action will aid in balancing the budget or 
in reducing the public debt, and that the public interest will be served. 
The bill provided that when the President issues such Executive order, 
it shall be submitted to the Congress while in session, and shall take 
effect upon the expiration of 60 calendar days of continuous ses
sion of the Congress, unless there has been passed by either of the 
two Houses a resolution stating in substance that that House does not 
favor such order. The bill further provides that any appropriations 
or parts thereof eliminated or reduced under this authority shall be 
impounded and returned to the Treasuiy, 

The procedure to be followed in disapproving an item veto (or 
Executive order) is patterned after the procedure prescribed by the 
Eeorganization Act of 1949, as amended, which provided that the 
President may submit reorganization plans to the Congress, and, 
unless a resolution of disapproval of such plan is adopted by a simple 
majority of either House within 60 days after ite submission while 
the Congress is in session, the plan becomes effective. The advantage 
of the procedure prescribed by S, 2373 was that it would avoid the re
quirement that a two-thirds vote would be required to nullify the 
item in question. 

The Committee on Govemment Operations, to which the bill was 
referred, requested the three fiscal agencies of the Government, the 
Bureau of the Budget, the Department of the Treasury, and the Gen
eral Accounting Office, to submit their views on S. 2373. There follows 
in briefjthe position taken by these agencies: 

The Bureau of the Budget, in its report dated August 27, 1959, 
recommended favorable consideration of S. 2373 with a suggestion 
that "appropriation" be further defined to include authorizations to 
borrow from the Treasury. 

The Acting Secretary of the Treasury in his report dated December 
22,1959, stated: 

The Department believes that the proposed procedure could 
on the one hand prove to be a useful tool in the hands of the 
President to reduce appropriations while at the same time 
final control over appropriations would be retained by Con
gress. Consequently, the Department favors the enactment 
of the proposed legislation. 

The Comptroller General in his report dated August 18, 1959, did 
not take any specific stand on S. 2373 other than to recommend that 
the legislative and judicial branches be exempt as follows: 

The General Accounting Office is a strong advocate of any 
legislation that would promote more efficient and. economical 
management of appropriations. However in conformance 
with the constitutional separation of powers of the three 
branches of the Govemment, it would seem desirable that the 
authority of the President to eliminate or reduce appropria
tions should be limited to those appropriations for which the 
Chief Executive has estimating and managing responsibility. 
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Accordingly, it is recommended that consideration be given to 
exempting from such authority appropriations for the legis
lative and judicial branches of the Government, as well as ap
propriations required to be expended pursuant to mandates 
of the Congress. 

Item veto bills referred to other committees in the Senate during 
the 86th Congress were Senate Concurrent Eesolution 1, Committee on 
Eules and Administration, and Senate Joint Eesolution 44, Commit
tee on the Judiciary. In addition, more than 20 bills were introduced 
in the House of Eepresentatives dealing with the subject of item veto 
legislation for the President. A (Uscussion of the provisions of the 
two Senate resolutions follows: 

Senate Concurrent Eesolution 1, S6th Congress, was introduced 
by Senator Prescott Bush of Connecticut, with Senators Byrd of Vir
ginia and Williams of Delaware as cosponsors, on January 9, 1959, 
and referred to the Committee on Eules and Administration. TMs 
bill, proposing an amendment to section 138 of the Legislative Ee
organization Act of 1946, would give the President item veto powers 
over appropriation bills and over nonappropriation bills which con
tain authorizations to borrow money directly from the Treasury. 
Each bill or joint resolution making appropriations or authorizing the 
borrowing of money directly from the Treasury would contain a provi
sion giving the President authority to (Usapprove any amount or any 
provision contained in such bUl. 

In support of the resolution. Senator Bush stated: 
This concurrent resolution proposing the item veto repre

sents a reform long overdue. I t is one of the steps which must 
be taken to enable the administration and the Congress to 
recapture control of the financial affairs of the United States. 

Senate Joint Eesolution 44 was introduced in the 86th Congress by 
Senator Keating of New York, with Senators Capehart, Clark, Javits, 
Kuchel, Morton, Proxmire, Williams of Delaware, Scott, and Carlson 
as cosponsors, on February 3, 1959, and referred to the Committee 
on the Judiciary. This bill, proposed an amendment to the Consti
tution to be ratified by the legislatures of three-fourths of the several 
States as follows: 

SECTION 1. The President shall have the power to disap
prove any item or items of any general appropriation bill 
which shall have passed the House of Eepresentatives and 
the Senate and have been presented to him for his approval, 
in the same manner and subject to the same limitations as he 
may, under section 7 of article I of this Constitution, disap
prove as a whole any bill which shaU have been presented to 
him. 

SEC. 2. This article shall be inoperative unless it shall have 
been ratified as an amendment to the Constitution by the leg
islatures of three-fourths of the several States, as provided 
in the Constitution, within seven years from the date of the 
submission hereof to the Stetes by the Congress. 
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On September 14, 1959, and again on February 4, 1960, Senator 
Keating discussed the advantages and explained the need for an 
item veto, in connection with his support of S. 2373 and Senate Joint 
Eesolution 44 (Congressional Eecords, pp. 19813 and 1841). 

CONSTITUTIONALITY OF THE ITEM VETO PROVISION 

The constitutionality of an item veto has been debated for years 
by Members of Congress and others. The present veto powers of 
the President are contained in article I, section 7, of the Constitution 
which reads in part: 

Every biU which shall have passed the House of Eepre
sentatives and the Senate, shall, before it becomes a law, be 
presented to the President of the United States; if he ap
proves he shaU sign it, but if not he shall retum it * * *. 

Under this authority the President must accept or reject an appro
priation bUl in its entirety, since the Constitution does not give him 
power to veto specific items. 

On January 11, 1938, Eepresentative Clifton A. Woodrum of Vir
ginia proposed an item veto amendment to the independent offices 
appropriation bill on the floor of the House. It authorized the 
President to eliminate or reduce by Executive order, in whole or in 
part, any appropriations made by Congress, whenever, after investi
gation, he shaU find and declare that such action wiU aid in balancing 
the budget or in reducing the public debt. The amendment was 
passed by the House, but was defeated in the Senate. Members on 
the floor of the Senate raised the question as to ite constitutionality. 
Eepresentative Woodrum contended that a constitutional question was 
not involved since the amendment was based upon the reorganiza
tion provisions of the Economy Act of 1932, as amended, which 
authorized President Hoover, and later President Eoosevelt, to 
abolish in whole or in part any govemmental function, activity, or 
agency when he found and declared after investigation that such 
abolition would be in the interest of economy or increased efficiency 
in administration. Under that act, when functions and other activi
ties were abolished, the appropriations made in connection there
with were required to be impounded and retumed to the Treasury. 
Executive orders issued under this authority were sustained by the 
Attomey General and the courts. He held that, if the President 
could eliminate governmental functions and the appropriations that 
support them, he could, under proper legislation, be authorized to 
eliminate merely appropriations.^^ 

President Eoosevelt, in his budget message of January 3, 1938, 
recommending an item veto, recognized that a difference of opinion 
existed as to whether item veto power could be given to the President 
by legislation or whether a constitutional amendment was necessary 
when he said: 

Appropriation item veto.—An important feature of the 
fiscal procedure in the majority of our States is the authority 
given to the executive to withhold approval of individual 

" Congresslonta Record, vol. 83, pt. 1, pp. 856, 887-388, and 454—4SS. 
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items in an appropriation bill, and, while approving the 
remainder of the bill, to return such rejected items for the 
further consideration of the legislature. Tliis grant of power 
has been considered a consistent corollary of the power of 
the legislature to withhold approval of items in the budget 
of the executive, and the system meets with general approval 
in the many States which have adopted it. A respectable dif
ference of opinion exists as to whether a similar item veto 
power could be given to the President by legislation or 
whether a constitutional amendment would be necessary. 1 
strongly recommend that the present Congress adopt wliich-
ever course it may deem to be the correct one. 

In April 1942, Senator Arthur Vandenberg of Michigan on the 
floor of the SenatCj speaking in favor of an item veto, stated that 
after his own investigation and exhaustive investigation by the Senate 
legislative counsel, giving the President item veto power could be 
accomplished only through the process of a constitutional amendment. 
Prior to this Senator Vandenberg had offered an item veto amendment 
to the pending independent offices appropriation bill which was re
jected by the Senate Committee on Appropriations. In favoring a con
stitutional amendment he noted that the item veto provisions of the 
39 out of 48 States had been authorized in every instance by a provision 
in these States constitutions.^^ 

Dr. George B. Galloway, in Public Affairs Bulletin, No. 80, dated 
April 1950, entitled "Eeform of the Federal Budget" issued by the 
Legislative Eeference Service, Library of Congress, discusses the 
Presidential power to veto appropriation items (pp. 152-156). He 
includes in his (Uscussion S. 2161 as well as some of the pros and 
cons of an item veto. 

During consideration of S. 2161,̂ ° the American Law Division of 
the Legislative Eeference Service, Library of Congress, in response 
to a request from the Committee on Government Operations, sub
mitted a report dated July 18, 1949, relative to the question of its 
constitutionality. Pertinent parts of this report follow: 

The constitutionality of this bill is extremely doubtful. I t 
vests in the President general authority to cancel any items 
of an appropriation when in his judgment the public interest 
so demands. Since Congress presumably exercised its judg
ment that the appropriation was in the public interest when 
the money was voted this enables the President to substitute 
his own judgment on the same matter and thus in effect com
pletely veto the earlier action and judgment of Congress. 
Such a measure, therefore, would seem to confer the broadest 
type of legislative discretion on the Executive, and, accord-
inglyj would violate the doctrine of separation of powers and 
constitute an unlawful delegation of legislative power. 

The authority sought to be conferred by S. 2161 is scarcely 
distinguishable from the "item veto," generally conceded to 

î ' Congressional Record, vol. 88, pt. 3, pp. 3670 and 3694. 
" See p. 240 for details relative to action taken on S. 2161. 
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be imconstitutional. As stated in "The Item Veto in the 
American Constitutional System (1936)" (26 Geo. L.J. 106): 

"The President under the Constitution has the power to 
veto biUs in their entirety. But unlike the Governors of 39 
States, he lacks authority to (Usapprove particular items in 
general appropriation measures. The President must accept 
the bill as it has been enroUed and presented to lUm, section 
for section and title for title, or he must veto the measure 
in toto, from the enacting clause through the separabiUty 
provision." 

The report concluded by stating that: 
S. 2161 is completely unlike Senate Joint Eesolution 108, 

discussed in the earlier memorandum. As therein noted, 
that resolution (1) contains a declaration of purpose on the 
part of Congress; (2) confers authority upon the President 
to be exercised in a certein manner; (3) states certain ex
press restrictions on the exercise of the authority granted; 
and (4) requires detaUed quarterly reporte to be made by the 
President during the fiscal year. S. 2161 in contrast (1) 
conteins no congressional declaration of purpose; (2) con
fers unlimited authority upon the President to act without 
stating any bounds or guides by which such action is to be 
circumscribed, other than the "public interest"; and (3) re
quires no reporte or other accounting with respect to action 
taken. Consequently, S. 2161 does not appear to declare 
legislatively an "intelligible principle" which the President 
must apply and follow but rather confers upon him a "roving 
commission" to alter appropriations as he sees fit. Such an 
abdication of the legislative function is unconstitutional. 

In 1951, Charles J. Zinn, law review counsel for the Committee on 
the Judiciary, House of Eepresentatives, conducted a study of the veto 

Eower of the President. The study was published as a committee print 
y that committee and covered such matters as the background of the 

veto power, ite effect on the economy, ite constitutional provisions, 
problems of implementing the veto provision, and the reqmrement of 
presenting bUls to the President. The foUowing were conclusions 
reached as a result of the study: 

The veto power of the President is (Ufferent in nature and 
extent from any of ite predecessors in the history of organ
ized government. While in ancient Eome and in England 
the authority was absolute, the framers of the Constitution 
intended that ite exercise by the Executive under our form of 
govemment should be a qualified negative, functioning as 
part of the system of checks and balances. 

This power is an extremely important one in our political 
economy and since it is a departure from the concept of 
separation of functions, in that it grants the Chief Execu
tive a part in the legislative process, its operation and regula
tion should be clearly defined and implemented. 

While upon first reading the constitutional provisions give 
an impression of clarity and completeness in keeping with the 
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conciseness of the Constitution, experience has shown them to 
contain a number of latent ambiguities which have caused and 
may continue to cause confusion and doubt. There are no 
existing statutes which may be resorted to for the purpose of 
further clarifying and implementing them. The Congress 
has explicit authority to enact such legislation and in the 
absence of adequate judicial construction and of legislation 
there are a number of questions with respect to the veto power 
which may cause confusion and delay. 

The requirement of presenting bills to the President in
volves several questions which should be the subject of legis
lation. Such presentation starte in operation the 10-day pe
riod allowed to the President to consider bUls. The existing 
and customary practice of delivering a biU to an employee at 
the White House is not an adequate criterion. Furthermore, 
the validity of the customary practice has on occasion been 
called into question by the President by handwritten nota
tions on the enrolled bill and in a veto message. Nor does 
the practice conform to the requirement set down by the Su
preme Court in the pocket-veto case that disapproved biUs 
may not be returned to an officer or employee of the Congress. 

Whether the expiration of the President's term during 
the 10-day period cute down the period of transfers vrith the 
balance going to the incoming President has never been au
thoritatively decided by the courts and is not covered by legis
lation. In practice. President Truman has approved bills 
which have been presented to President Eoosevelt prior to 
the latter's death. 

The matter of approval of bills after an adjournment of 
the Congress has experienced a variety of contradictory 
views culminating in the Supreme Court's decision that such 
approval was valid. This perplexing question likewise is a 
proper subject of legislative enactment. 

There are problems with respect to what measures are 
subject to the Presidential veto including whether concurrent 
and other resolutions of the two Houses must be presented to 
the President. Furthermore, the basis for nonapproval of 
bills has been the subject of divergent views on the part of 
the Presidente and other authorities, some holding that con
stitutional grounds alone may be urged, others asserting 
that the exercise of the veto on the grounds of unconstitu
tionality is an assumption of a right to decide a question 
which should be left to the judicial branch. In addition the 
use of Presidential memorandums giving their reasons for 
approving bills and construing certain portions of the bill 
may involve the question of a partial veto. 

There has been no legislation on the question as to what 
constitutes two-thirds of each House required to pass the bill 
after it has been vetoed. 

The validity of the practice of incorporating provisions 
in bills terminating the statute in the event the passage of a 
concurrent resolution to that effect is another matter which 
should be inquired into as a subject for legislation-

65686—61^ 1̂7 
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With respect to the pocket veto there is a conflict in the 
judicial construction of the Constitution. The earlier hold-
mgs that it is not a true veto may be limited in those in
stances where the President has written a memorandum 
of his reasons for not approving a biU after adjournment 
or during a recess of the Congress. 

The meaning and effect of the veto provisions of the Con
stitution, the certainty of whose application is of supreme 
importance, should not be left in confusion and doubt but 
are the proper subject of legislative enactment. 

In the 86th Congress, Senator Bush of Connecticut, in support of 
Senate Concurrent Eesolution 1, inserted in the Congressional Eecord 
(Jan. 9,1959, p. 268) a statement of Elbert P. Tuttle, former General 
Counsel of the Treasury Department, on the constitutionality of pro
posals to amend the rules so as to give the President the item veto 
power. Pertinent parte of this statement follow: 

_ I think that clause 6 of rule XXIV of the House is par
ticularly relevant here, because it shows that rules of this 
character have in fact been adopted. That rule provides that 
after an omnibus private relief bill has passed the House 
under certain circumstances "said bill shall be dissolved into 
the several bills and resolutions of which it is composed," 
The rule also provides that in the consideration of any om
nibus bill the proceedings "shall have the same force and 
effect as if each Senate and House biU or resolution therein 
contained or referred to were considered by the House as a 
separate and distinct bill or resolution," TJfiis seems to indi
cate clearly that the House had no doubt that it could legisla
tively determine under its own rules what constitutes a ''biU," 
It shows there can be a "bill" within a "bill," as we ordinarUy 
use that term. Thus, the reference to "bill" in article I, sec
tion 7, need not, if the Congres wishes to provide otherwise, 
mean exclusively the single package presented to the Presi
dent. 

Not only can the Senate and House prescribe their own 
separate rules of tliis character, but they can and have made 
joint rules. In my opinion, they have done this in the stat
utes which set out the form of enacting or resolving clauses, 
the form of appropriation act titles, and the procedure for 
engrossing, enrolling, signing by officers of Congress, and so 
on. While these joint rules happen to be in the form of stat
utes, there does not appear to be any reason why they would 
not be equaUy effective had they been adopted merely as joint 
rules. 

There cannot be any doubt that the Congress could take 
each item or provision in an appropriation measure and set 
it up as a separate bill. If this were done, the President 
would, of course, have the authority to disapprove each item. 
Since the result can be achieved by Congress if it desires, 
and since the Congress has the authority to prescribe by joint 
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rules what it considers a bill, there appears to be no reason 
why the Congress should have to resort to the cumbersome 
device of physically separating the items to achieve the de
sired result. I t does not seem reasonable to believe that the 
framers of the Constitution intended giving the word "bUl" 
such a rigid and limited meaning that the Congress would be 
required to enact thousands of separate bills rather than one 
inclusive bill simply to enable the Congress to carry out its 
own intent with respect to the Executive veto. Surely such a 
construction of the Constitution would subordinate substance 
to form. 

Article I, section 7, simply means that all legislation which 
has passed the Congress must, before it becomes law, be pre
sented to the President for his approval. The intent of the 
Constitution is that legislation shall be a meeting of the minds 
of the Congress and the Executive—^the Congress affirma
tively creating the legislation and the President exercising a 
right of approval or disapproval. 

SEPARATION IN THE BUDGET or OPERAITNG AND CAPITAL EXPENDITURES 

The separation of capit al outlays from operating expenditures has 
been discussed for a decade or more in the literature of public finance. 
Some Members of Congress have argued that if capital expenditures 
for public works and the like were separated from expenditures for 
wages and salaries and other operating expenditures, and placed in a 
separate capital budget, then the general public and the Congress 
would have a much clearer and reassuring picture of the Government's 
true fiscal position. Others have recommended the separation of cap
ital outlays from operating expenditures without the further step of 
setting up a special capital budget. 

One of the major problems involved in any attempt to separate cap
ital from operating expenditures is the problem of defining "capital" 
expenditures. If the strict analogy to private business were followed, 
capital expenditures probably would be limited to those which add to 
federally owned assets. From a national standpoint, however, ex
penditures which add to the assets of State and local governments 
(for example. Federal aid for the construction of highways, airports, 
and schools) and expenditures for privately owned projects (for 
example, hospitals and soil conservation structures) could well be 
included as investment expenditures. Thus, the need for clarifying 
the meaning of "capital" or "investment" expenditures is an impor
tant one. 

Even when the concepts governing the major categories have been 
defined and generally accepted, satisfactory classification will often 
have to_ await further improvemente in the Federal accounting system. 
Many improvements have already been made or are in process, but 
much remains to be done before a complete and clear-cut distinction 
can be made between the capital and operating expenditures of every 
operating agency of the Govemment. 
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HOOVER COMMISSION RECOMMENDATIONS FOR A CAPITAL 
EXPENDITURES BUDGET 

The first Hoover Commission in ite report on budgeting and ac
counting in 1949, recommended the separation of capital outlays in 
the budget upon ite presentation to Congress, as follows: 

"We recommend that the budget estimates of all operating depart
ments and agencies of the Government should be divided into two 
primary categories—current operating expenditures and capital out
lays" (recommendati(m No. 3), 

S E G R E G A T I O N O P O P E R A T I N G AND CAPITAL EXPENDITURES PROGRAMS IN 
DEFENSE BUDGET 

Public Law 216, approved August 10, 1949, entitled "National Se
curity Act Amendmente of 1949" (63 Stet, 578) amended the National 
Security Act of 1947, as foUows: 

SEC, 403. (a) The budget estimates of the Department of 
Defense shall be prepared, presented, and justified, where 
practicable, and authorized programs shall be administered, 
in such form and manner as the Secretary of Defense, subject 
to the authority and direction of the President, may deter
mine, so as to account for, and report, the cost of performance 
of readily identifiable functional programs and activities, 
with segregation of operating and capital programs. So far 
as practicable, the budget estimates and authorized programs 
of the military departments shall be set forth in readily 
comparable form and shall follow a uniform pattern, [Italic 
supplied,] 

CAPITAL EXPENDITURES SHOWN I N THE BUDGET DOCUMENT 

The Bureau of the Budget, in 1951, recognized the need for a budget 
classification which would identify expenditures of an investment or 
similar character. Since that time, the budget document has con
tained a special analysis of investment, operating, and other budget 
expenditures. The budget document for fiscal year 1961 contains such 
inf ormation in special analysis D (pp. 914r-924) which is— 

designed to contribute to a general understanding of the Fed
eral budget by dividing Government expenditures into two 
major categories: (1) expenditures yielding benefits pri
marily in the current year, and (2) expenditures yielding 
benefite primarily beyond the year in which they are made, 

REPORT OF THE JOINT ECONOMIC COMMITTEE, 86TH CONGRESS 

The Joint Economic Committee, in its report for 1959, recommended 
that the Federal Govemment adopt a capital budget. The report 
states (S. Eept. No. 98,86th Cong., p. 8 ) : 

We should also realize that a considerable amount of our 
national expenditures in any given year is for direct and in
direct capital investments. In the Federal Government, un-
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like the sound accounting practices of private business, these 
are charged to operating expenses. Apparent deficits are, 
therefore, frequently not deficite at all. The adoption of 
sovmd budget principles which would separate capital outlays 
from operating charges is badly needed. [Italic supplied.] 

LEGISLATIVE HISTORY 

Senate Joint Resolution 151,80th Congress 
Senate Joint Eesolution 151, to provide in the Federal bu(iget a 

segregation of capital, developmental, and recoverable expen(Utures, 
and a 6-year program for such expenditures, was introduced by Sen
ator Wayne Morse of Oregon on July 18, 1947, and referred to the 
Committee on Government Operations. 

The resolution would have amended the Budget and Accoimting Act 
of 1921 to provide that the President in submitting estimates of ex
penditures and appropriations to the Congress must segregate capital, 
developmental, and recoverable expenditures from operating expendi
tures, and estimate the former expenditures by agencies and purposes 
for the 6 ensuing fiscal years. I t also proposed that appropriations 
for major capit^, developmental, and recoverable expenditures shall 
be made available for use for not less than 6 years, where not specifi
caUy prohibited by law. 

At the direction of the chairman, the staff of the committee held 
conferences with representatives of the Bureau of the Budget, and 
other departments and agencies of the executive branch for the pur
pose of obtaining their views on the resolution. Eepresentatives of 
the General Accounting Office, the Bureau of the Budget, and the 
Department of the Treasuiy were also engaged in a study of this 
matter. Based upon the resulte of these conferences and pending 
completion of the study, action on the resolution was postponed. 
Provision for a capital expenditures budget eliminated from S. 3850 

{H.R.9038), Slst Congress 
In the Slst Congress S. 3850 was introduced by Senator John L. 

McClellan, chairman of the Committee on Govenunent Operations, 
in conformity with the resulte of more than 3 years of study on the 
part of the staff of this committee and representatives of the General 
Accounting Office, Treasury Department, and Bureau of the Budget, 
and pursuant to the recommendations of the Hoover Commission. 
This bill amended section 201 of the Budget and Accounting Act, 
1921, requiring the President's budget to set forth "a segregation of 
operating, and capital and investment programs." The companion 
bUl in the House, H.E. 9038 in ite original form, also contained the 
same proposal. 

During the House debate on H.E. 9038, Eepresentative Karsten 
proposed the foUowing amendmente (Congressional Eecord, July 26, 
1950, p. 11160): 

Mr. KARSTEN. Mr. Chairman, I have four minor amend
mente at the Clerk's desk. I ask unanimous consent that they 
be considered en bloc * * * lines 15 and 16, strikeout "(6) a 
segregation of operating, and of capital amd investment 
programs;'''' * * *. [Italic supplied.] 
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Eepresentative Karsten stated that the four amendments offered 
were suggested by members of the House Committee on Appropria
tions, and that the amendmente in no way impaired the objectives of 
the bill. The amendments offered by Eepresentative Karsten were 
adopted and H.E. 9038 as amended was passed by the House and 
referred to the Senate. 

The Senate proceeded to consider S. 3850 and in explaining the 
effecte of the House amendmente Senator McClellan stated (Congres
sional Eecord, Aug. 9,1950, p. 12044): 

Section 102(a) of S. 8850 would also amend section 201 of 
the Budget and Accounting Act to require "(b) a segregation 
of operating, and of capital and investment programs." An
other of the House amendments would strike out this provi
sion, which was one of tfie significant recommiendations of 
the Hoover Corrmiission for improved budgeting. [Italic 
supplied.] 

Again this is a requirement designed to improve congres
sional examination of budget requeste. As the Hoover Com
mission has pointed out, these two types of expenditures are 
essentially different in character. Because of this difference, 
they often need to be looked at by the Congress in different 
ways. Budget requests for many capital projects, for ex
ample, provide funds for only the initial work needed to get 
them underwayj and succeeding budgets include larger 
amounts for their completion. Unless these kinds of pro
grams are set forth separately, the Congress may not be fully 
aware of future cost and commitmente that it may be en
couraging. This is not good business on the part of the Fed
eral Government. This provision, too, is one which extends 
to the rest of the Govemment statutory requirements already 
enacted with regard to the budget of the Department of 
Defense, 

The House amendment would not preclude the segregation 
of operating and of capital and investment programs m the 
budget. However, it would leave such a segregation to the 
option of the President, whereas the intent of S, 3850 is to 
make such a segregation mandatory. 

After further debate on S, 8850 Senator Byrd of Virginia offered 
the foUowing amendment: ="* 

Mr. BYRD. I offer another amendment on page 2, to strike 
out lines 16 and 16, the language of which is ' ^ segregation 
of operating, and of capital and mvestment programs," 

The amendment was adopted by the Senate. This action resulted 
in approval of the Budget and Accounting Procedures Act of 1950, 
without tliis provision. 
Senate bills S. 2602, S. 1006, amd S. 1902,82d-8Uh Congresses 

These three bills, which are identical in purpose were introduced 
by Senator Hubert H. Humphrey with various cosponsors, in the 82d 
(S, 2602), 83d (S. 1006), and 84th (S. 1902) Congresses. Each bUl 
consisted of five major sections, all of whioh contained identical lan-

» " Congressional Eecord, Aug. 9, 1950, p. 12047. 
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guage. Section 3 of each bill called for the separation of operating 
expenditures from capital expenditures by the President in his annual 
budget message using suoh definitions and such detail as he deems 
appropriate.^^ 

In response to inquiries by this committee, the Bureau of the Budget 
indicated that information on the separation of capital and operation 
expenditures is presented in the annual budget in a special analysis 
section and that any additional details or analyses should be on an 
indiridual request basis without statutory provisions. The Comp
troller General concluded that he would not recommend favorable 
consideration of these bills. 

S. 4326,85th Congress 
S. 4326 was introduced by Senator Morse on August 23, 1958, the 

day before the 85th Congress adjourned, and referred to the Commit
tee on Govemment Operations. The bill proposed an amendment to 
the Budget and Accounting Act of 1921 to proyide for a budget which 
would more clearly reflect the financial condition of the Govemment 
by distinguishing between capital and noncapital type expenditures. 

The bill also defines the terms "current operations" and "capital 
item" and proposed six major categories of receipts and expenditures 
for submission in the annual budget. In view of the time element 
involved, no action was taken by the committee on the bill. 

Preparatory to introducing S, 4326, Senator Morse requested the 
Library of Congress to prepare an analysis of current budgeting pro
cedures and some of their shortcomings and irregularities including 
a study of the requirements of capital budgeting. The report was 
printed in the Congressional Eecord ^ as a part of Senator Morse's 
remarks on S. 4326, It covered (1) budget form and congressional 
control of Federal finances, (2) budgeting of investment programs 
and business-type accounting, (3) whether capital data should refer 
to costs, expenditures or obligations, (4) problem of defining capital 
and development expenditures, and (5) capital budget an extension 
of recent budget developments. The latter item outlined some of 
the problems to be encountered in a capital budget with a proposed 
solution. This section of the report follows: 

A capital budget would require extension of the business 
accounting principles which are only occasionally found in 
the present budget. It could not be prepared unless accounts 
reflecting the valuation of assets were to be developed. Esti
mates of real and personal property held by each agency of 
the Govemment have been developed, but real property ac
counts are rare in the budget. Eelated depreciation accounts 
have been developed for a few agencies, for example, TVA 
and GSA. 

The financial statements of revolving funds ordinarily are 
not complete; many of the funds are only working capital 
funds. They are a device for management and accounting 
for operations similar to those conducted by private business, 

fi See p. 241 for other provisions of these bilis. 
" Congressional Record, Aug. 23, 1658, pp. 10327-19880. 



2 5 4 FINANCIAL MANAGEMENT IN THE FEDERAL GOVERNMENT 

but, unlike a private business, the entities are not proprietor
ships and therefore not directed toward the increase of net 
assets. Net assets and profit and loss statements cannot be 
prepared without development of accounts for real property 
and equipment, showing both cost and changes in valuation 
as through depreciation. 

Depreciation accounts are essentially measurements of an 
amount of costs that ought to be recovered from sales in each 
accounting period. When a salable product is not the goal 
of the activity and the Government is not intent on avoiding 
any net cost, depreciation accounts cannot perform their 
usual functicjn. They measure an imputed cost, not current 
expenses which require financing. But if developed, they 
might be put to another use, to indicate when retirement and 
replacement of buildings and other assets will need to be 
considered. 

Profit and loss estimates are used for CCC to determine 
the extent of capital impairment resulting from program 
operations. The amount of the impairment is restored or 
forgiven by the Congress so that the borrowing power and 
thus the lending power of the CCC remains undiminished. 

A capital budget that is concemed with financial capital 
would re(juire govemmentwide development of profit and loss 
information. 

Conceivably, however, a capital budget could be concerned 
not only with the measurement of the Government's capital, 
but also with capital as an increase in the productive power 
of the economic system. I think this is the key to the idea 
of the fully productive economy the Govemment is pledged 
to promote in the Employment Act of 1946. 

Some of the information in the accounte developed with 
business accounting titles can assist in appraising the impact 
of Federal programs on the productive power of the eco
nomic system. Eecent budgets have begun to measure the 
cost of Govemment activities, that is, the amount of work 
performed and materials used. This is supplementary to the 
usual information about the amount of funds obligated for 
a program. The difference between costs and obligations, as 
reconciling statements make plain, is a difference in the year 
to which the financial data refer. 

Emphasis on coste may provide measurement of additions 
to assets in the year when they are built. Less desirable is 
the possibility that emphasis on costs will divert attention 
from aspects of Federal programs which are of first impor
tance in times of economic change. 

Whether cost and accrued expenditures figures measure 
the additions to productive capacity Which result from Fed
eral programs, depends on the object classifications used in 
presenting the data on coste. 

The present classifications, and the organization of the 
textual and tabular materials in the budget, make it easier 
to obtain an overall view of the volume of only the broad 
classes of assets such as lenders' claims, public works, com-
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modities, and equipment. A more detailed idea can be ob
tained only by reading the text of the budget plus the 
appended special analyses plus, in some cases, the justifica
tions presented to the appropriations committees. The last 
of these do not become available in time to be of any real 
service to Members of Congress vŝ ho are not on the appro
priations committees. 

While the text of the budget document and the special 
analyses appended to it disclose most of the details of the 
Government's capital expenditures, they do not have the 
effect of budgeting capital expenditures. They cannot be 
used to determine in detail what the Congress is authorizing 
for each program involving capital expenditures. The reason 
is that the text and the special analyses do not contain the 
same information, and that the two cannot be reconciled 
completely without an amount of strictly^ accounting work 
that would leave no time for reflection and further 
investigation. 

Solution to the problem of providing usable information on 
assete would require an object classification that would dis
close them, and then either a separate budget for investment 
and other programs involving additions to capital, or else in
cluding within the text of the budget the new information 
?lus all that now appears in the special analyses. The former, 

think, is more businesslike, more in conformity with usual 
accounting practices, although the latter would facilitate get
ting an overaU view of the budget for economic analysis, 

CAPITAL EXPENDITURES BUDGET BILLS IN'TRODUCED IN THE 8 OTH CONGRESS 

Two bills, S, 1244 and S. 1560, providing for a capital budget, were 
referred to the Committee on Government Operations during the 86th 
Congress. S, 1244 and S. 1560 have the same objective and would 
accomplish the same purpose in that they would require the Presi
dent to separate operating expenditures from capital investments in 
budget estimates submitted to Congress. Also a bill (S. 2194) similar 
to S. 1244 was referred to the Senate Committee on Finance. 

A summary of the provisions of these bills and agency commente 
follows: 
S. 12M-—To establish policies with respect to productive capital invest

ments, 86th Congress 
S, 1244 was introduced on March 2,1959, by Senators Morse, Prox

mire, Bartlett, Neuberger, Magnuson, Gruenmg, and Hart, The biU 
would amend the Employment Act of 1946 by establishing a policy 
that the Federal Government shall distinguish between its operating 
expenditures and capital investments, and by providing that the Coun
cil of Economic Advisers shall recommend in its annual economic 
report a minimum and maximum program of proposed capital invest
ments for the following fiscal year, together with a 6-year projecti()n 
of such investment. The bill would also require the President, in 
submitting the annual budget, to— 
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(1) Distinguish between operating expenditures and capital 
investmente, stating separately productive capital investments 
which have a useful economic life of more than 10 years and are 
revenue producing or self-liquidating; 

(2) Advise Congress as to the progress made in identifying and 
computing capitel investmente, and to exclude productive capital 
investments in computing the public debt; 

(3) Advise Congress as to a program of proposed capital in
vestmente, including productive capital investments and a 6-year 
projection of such proposed investmente; and 

(4) Advise Congress as to the amoimt of the public debt, with 
productive capital investments excluded, and the effect of the 
proposed budgetary program on retirement of the public debt. 

The bill further provided that the amount of obligations issued 
to finance productive capital investmente shall not be considered as a 
par t of the statutory public debt. 

Agency convments.—The report from the Treasury Department in
dicates that to require a separation of capital and operating expendi
tures would have a tendency to divert attention from one group at 
the expense of the other. With regard to the exclusion of borrow
ings to finance productive capital investmente in the computation of 
the public debt limitation, the Department reported that— 

* * * all budget expenditures, regardless of their classifica
tion, must be met from the resources of the general fund, i.e., 
from taxes or borrowings. In order to show the situation with 
respect to fiscal operations, the Department believes that the 
budget deficit should reflect the extent to which Treasury is 
required to borrow to meet expenditures of both an operat
ing and capital nature and all borrowings should be shown in 
the public debt statement. 

The Comptroller General of the United States pointed out that 
certain information on operating and capital expenditures are now 
included in the budget and if Congress desires further information 
the bill would accomplish this result. On the question of excluding 
borrowings from the public debt limitation, the Comptroller General 
strongly recommended against enacting such provision stating that— 

* * * such an exclusion by failing to disclose the actual 
amount of the Government's borrowings, would misinform 
the public generally, and might tend to increase the number 
of authorizations of substantial spending programs to be 
financed through further borrowings from the public. 

The Director of the Bureau of the Budget recommended against 
favorable cjonsideration of S. 1244 and stated that— 

taken as a whole, it is apparently the intent of this bill to re
place our present unified budget system with a double budget 
and double financing—the current budget to be financed as 
at present, and the capital budget to be financed, at least in 
large part, by borrowing. 

The Director concluded that— 
I believe that this bill is unsound in theory and that it would 
lead to unfortunate financial practices. 
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S. 1560—To provide for the adoption of a capital budget, 86th 
Congress 

S. 1560, introduced by Senator Humphrey on March 25, 1959, is 
cited as the "Capital Budget Act of 1959." The bill amends section 
201 of the Budget and Accounting Act of 1921, by providing that the 
President shall separate operating expenditures from capital expendi
tures in budget estimates submitted to Congress, using such definitions 
as he deems appropriate. This bill is similar to provisions contained 
in S. 2602, S. 1006, and S. 1902, introduced by Senator Humphrey 
during the 82d, 83d, and 84th Congresses previously discussed, except 
that S. 1560 contains this single provision. 

Agency comments.—The Director of the Bureau of the Budget 
and the Acting Secretaiy of the Treasury recommends against enact
ment of S. 1560, pointing out that some of this information is already 
contained in the budget (special analysis D) and that further classi
fication can best be accomplished through expansion of the informa
tion now shown in the budget. The Comptroller General of the 
United States concluded his report on S. 1560 by stating that— 

the separation of operating expenditures from capital invest
ments in the President's annual budget might serve a useful 
purpose and, if such information is desired by the Congress, 
we believe that S. 1560 would tend to accomplish that result. 

S. 2194—To amend the Second Liberty Bond Act, 86th Congress 
This bill (S. 2194), similar to S. 1244, was introduced by Senator 

Clark with nine cosponsors on June 16, 1959, and refen-ed to the 
Committee on Finance. The bill proposed to amend section 21 of 
the Second Liberty Bond Act to deduct from the gxoss debt owed by 
the Governinent items in two major categories. 

1. The balance outstanding of all obligations owed to the United 
States and payable in U.S. currency. Such obligations, amounting 
to about $20 billion, include F H A and VA mortgages owed by the 
Government and a variety of loans made by the Govemment to vet
erans, local governments, small businesses, farmers, rural electric co
operatives, corporations engaged in defense production, and foreign 
governments. 

2. The amount invested in revenue-producing and self-liquidating 
capital investments which are to be recovered by the Government. 
Totaling about $6.5 billion, these are principally power projects con
structed by the Army Corps of Engineers, the Bureau of Reclamation, 
the Bonneville Power Administration, the Tennessee Valley Author
ity, and the St. Lawrence Seaway. 

No action was taken hy the Finance Committee on S. 2194 during 
the 86th Congress, 

WITHHOLDING OR IMPOUNDING APPROPRIATIONS BY THE 
ExECCTTivE B R A N C H 

In the regular course of the legislative process, the Congress, after 
committee hearings, reports, and recommendations have been thor
oughly analyzed and evaluated, authorizes legislation esteblishing 
a program, and then appropriates funds to enable that progrsan to 
be carried out. Subsequent to such action, the executive branch, from 
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time to time, either through action by the President, the Bureau of 
the Budget, or other executive branch officials, impounds the funds 
and either fails to carry out the program or carries it out on a reduced 
scale. Examples of this type of action may be found in the curtaU-
ment or elimination of flood control programs, rivers and harbors 
projecte, militery construction programs, authorized strength of the 
Army, National Guard, Navy, Marines, Air Force, foreign-aid pro
grams, authorized programs with respect to various miUtary faciUties, 
and other legislative programs approved by the Congress, 

PRESENT A U T H O R I T Y OF THE EXECUTIVE BRANCH TO RESERVE FUNDS 

Over a period of nearly 90 years, the Congress has been concemed 
with the prevention of deficiency spending of appropriated funds, 
with special reference to the spending of funds by Government agen
cies at a rate which exhauste the appropriation prior to the end of 
the period for which it is made, requiring either a supplemental ap
propriation or a drastic curtailment of the activities financed by the 
appropriation. This concem has resulted in a number of legislative 
enactments, beginning with the act of July 12, 1870 (16 Stat, 251), 
from which the present Antideficiency Act has been derived (sec. 
3679, Revised Statutes, as amended; 31 U.S.C. 666).=^ 

The original section 3679 of the Eevised Statutes prohibite(i only 
the spending of sums in excess of appropriations, or the involving of 
the Govemment in any contract for future payment of money in ex
cess of appropriations. However, this apparently was not sufficient 
to accomplish the legislative purpose, and, by the act of March 3,1905 
(33 Stat. 1257), the Congress provided for an apportionment system. 
In the words of the act, this was to— 

prevent undue expen(Utures in one portion of the year that 
may require deficiency or additional appropriations to com
plete the service of the fiscal year; * * *. 

A system of apportionment of appropriations has been required by 
law since that date. 

In its present form, this statute requires the executive branch to 
apportion all appropriations and all authorizations to create obliga
tions made by the Congress, in order to avoid the necessity for de
ficiency or supplemental appropriations. I t also requires the appor
tionments to be reviewed at least four times a year and imposed dis
ciplinary and criminal penalties for violations of those apportion
ment requiremente. FinaUyj it authorizes the establishment of ap
portionment reserves to provide for contingencies or to effect savings 
whenever sarings are possible. 

The Director of the Bureau of the Budget has the authority un
der the provisions of section 3679 of the Eevised Statutes, as amended, 
to place funds in reserve. The pertinent portion of this statute reads 
in part as follows: 

_ In apportioning any appropriation, reserves may be estab
Ushed to provide for contingencies, or to effect savings when
ever sarings are made possible by or through changes in 

"Further details on the Antideficiency Act are set forth on pp. 45-49 of this report. 
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requiremente, greater efficiency of operations, or other de-
developmente subsequent to the date on which such appro
priation was made available. 

Thus, the Antideficiency Act specificaUy requires apportionment of 
appropriations to the agencies of the executive branch of the Govern
ment By the Director ofthe Bureau of the Budget, and of appropria
tions available to the legislative branch, the juiUciary, the District of 
Columbia, by the respective officer haring administrative control of 
the funds. The major purposes are, in the words of the act— 

* * * to achieve the most effective and economical use— 
of funds, and, for appropriations available for a definite period of 
time— 

* * * to prevent obligation or expenditure thereof in a man
ner which would indicate a necessity for deficiency or supple
mental appropriations * * *. 

In order to accomplish these purposes, reserves are to be established 
by the apportioning officer. They may be established to— 

proride for contingencies, or to effect sarings whenever sav
ings are made possible by or through changes in require
mente, greater efficiency of operations, or other developments 
subseqiuent to the date on which such appropriation was made 
availaole. 

In reporting the 1951 revision which is now in effect, the Com
mittee on Appropriations of the House of Kepresentatives stated that 
ite purpose was— 

to require careful apportionment of all types of funds ex
pended by Federal agencies and efficient administration of 
the Government's business.^* 

Commenting further on the objective of this measure, the com
mittee stated: 

Economy neither begins nor ends in the Halls of Congress. 
Under the Budget and Accounting Act, it is the responsibility 
of the executive branch of the Govemment to submit annually 
to the Congress the estimates of the amounts which officials 
in the executive branch feel are required to support the neces
sary actirities of the Government. The Congress reviews 
these estimates and decides the maximum amounte which 
must be appropriated for these various actirities, and the 
annual appropriation bill prorides the sums so determined 
by the Congress, 

Appropriation of a given amoimt for a particular actirity 
constitutes only a ceiling upon the amount which should be 
expended for that activity. The administrative officials re
sponsible for administration of an actirity for which appro
priation is made bear the final burden for rendering all neces
sary send(» with the smallest amount possible within the 
ceiling figure fixed by the Congress, Every official of the 

» H. Kept No. 179T, 8lBt Cong., p. 9. 
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Government who has responsibility for administration of a 
program must assume a portion of the burden for the deficit 
in the Federal Treasury, In the first place, he must take 
into account the condition of the Federal finances when he 
recommends to the Bureau of the Budget the amount wliich, 
in his judgment, is necessary for supporting his activity. In 
the second place, it is his responsibility to so control and 
administer the activities under his jurisdiction as to expend 
as little as possible out of the funds appropriated. 

S. 3578 , 85TH CONGRESS 

S. 3578 was introduced by Senator Mansfield in the 2d session of 
the 85th Congress and referred to this committee on March 31,1958. 
The objective of the bill was to prevent the executive branch from 
circumventing the will of the Congress as expressed in legislation 
authorizing programs and providing funds to carry them out, by 
prohibiting tiie withholding or impounding of appropriated funds. 

The bill was designed to prevent such action on the part of the 
executive branch by making it unlawful, notwithstanding any other 
prorision of law, for any executive branch official to withhold, im
pound, or otherwise prevent any moneys appropriated by the Con-
fress from being promptly used or applied by contract or otherwise 
or the purpose designed in the appropriating act. 

AGENCY COMMENTS ON 8. 3578 

The Senate Committee on Govemment Operations requested com
ments from all agencies of the Government concerned. All of the 
major departments and agencies of the executive branch expressed 
opposition to S. 3578 for various reasons. The Comptroller General 
pointed out a nmnber of problems which are raised by S. 3578 and 
which, in his judgment, would require very careful consideration with 
a view toward clarification. The Attorney General questioned ite 
legal effect, its impact on existing law and on the Federal financial 
management system^ and its effect on certain of the President's con
stitutional prerogatives. Excerpts from commente of the Comp
troller General, the Director of the Bureau of the Budget, the Deputy 
AttomOT General, and the Secretary of the Treasury f oUow: 

The Comptroller General stated that— 
* * * whether the withholding, impoundment or prevention 
of prompt use or application of appropriations should be 
made unlawful is a matter of policy primarily for determi
nation by the Congress. We do, however, want to point out 
some possible effecte of this proposal which we feel shoidd be 
carefully studied before the bill is considered favorably. 

Continuing, the Comptroller General stated: 
The language of this bill is extremely broad and might be 

construed to prohibit many actions beyond what may have 
been intended by the author of the bill. * * * S, 3578 would 
not only supersede the authority contained in subsection 
(c) (2) of section 3679, Revised Statutes, as amended, 31 
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U.S.C. 665 (commonly called the Antideficiency Act), but it 
would make the exercise of such specific authority unlawful. 

We believe that the authority contained in subsection 
(c) (2) can serve a very useful purpose and doubt that S. 3578 
is intended to prohibit the effecting of sarings made possible 
by or through changes in requirements, greater efficiency of 
operations, or other developments subsequent to the date on 
which the appropriation involved was made available. If the 
object of this bill is to prevent delays in the prosecution of 
projects or programs or to prohibit the elimination, through 
the estabiisliment of reserves or the withholding of funds, it is 
suggested that language to that effect might more appro
priately be added as a proviso following the first sentence of 
section 3679(c) (2), Revised Statutes, as amended, 31 U,S,C. 
665 (c) (2), or as a proviso in the appropriation for each proj
ect desired to be so limited. This would not impair the au
thority to effect savings in appropriate cases and yet might 
accomplish what is intended by the bill. 

The Director of the Bureau of the Budget, after referring briefly 
to the development of the antideficiency legislation, pointed out that— 

* * * the basic prohibition that "No officer or employee of 
the United States shall make or authorize an expenditure 
from or create or authorize an obligation under any appro
priation or fund in excess of the amount available therein; 
* * * "remains in the present Antideficiency Act. In order 
to insure that this prohibition may be observed, it is obri-
ously necessaiy for the departments and agencies to have 
available to them a system for the administrative control of 
funds, such as that which is required by subsection (o) of 
the present statute. That is to say, control over the timing 
of the use of appropriations, and authority to establish 
administrative reserves, must be maintained if provision is 
to be made—without exceeding the amount of the appropri
ation—for necessary obligations and expenditures for emer
gency or unforeseen purposes that may arise from time to 
time. 

Referring to the effect of S. 3578 on existing law, the Director 
stated: 

The enactment of this bill would obviously make it impos
sible for the Antideficiency Act to continue to have any real 
meaning or effect. The Congress has never adopted the phi
losophy that an appropriation should be construed as a man
date to spend * * *. 

* * * * * 
This bill would have the effect of changing the concept 

that appropriations are not mandates to spend into a require
ment that they be spent promptly regardless of any reason— 
however compelling—why they should not be used, or why 
the timing of their use should be controlled. To adopt the 
premise embodied in this bill, that appropriations must be 
lully and promptly used, would place a premium on waste 
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and inefficiency and destroy every incentive for good man
agement and the practice of commonsense economy. This is 
particularly important in times of rapid change in general 
economic conditions and with respect to programs and ac
tirities in which exact standards or levels of operation are 
not and cannot weU be prescribed by statute. 

The Congress, in the major portion of its appropriations, 
provides for an entire fiscal year. These appropriations are 
usually made before the beginning of that fiscal year, and are 
based upon estimates prepared more than 6 months earlier. 
The conditions which determine the amount of appropria
tions often change during the ensuing months to such an ex
tent that the appropriations, if fully expended as this bill 
would require, would result in an unnecessary burden on the 
taxpaying pubUc. 

The Deputy Attomey General, after reviewing briefly the major 
prorisions of the Antideficiency Act, stated: 

I t would appear that the bill would have no legal or prac
tical effect unless its prorisions (prohibiting withholding, 
impounding, etc.) are construed as repealing by implication 
the apportionment and apportionment reserve provisions of 
section 3679 of the Eevised Statutes. This would tend to re
sult in waste of public funds in instances in which all legisla
tive objectives could be achieved with the expenditure of 
only a portion of those funds, 

* * * * * 
Additional eridence that the Congress expecte the execu

tive branch to accomplish sarings with respect to appropria
tions is found in section 2 of the act of July 6, 1949 (63 Stat, 
407; 31 U,S.C. 712b). That section prorides that unexpended 
balances of appropriations shall lapse 2 years after the year 
or years for which the appropriations were made. 

Enactment of the bill would overemphasize appropriation 
acte to the detriment of other laws and would substantially 
disrupt or destroy the Federal financial management system 
developed during the entire course of this Nation's existence; 
and would be contrary to traditional concepts enunciated by 
the Congress that the executive branch should effect savings 
whenever sarings are feasible. 

The Secretaiy of the Treasury reported to the committee that— 
The bill would in effect repeal the safeguards established 

by the Antideficiency Act, as amended (31 U.S.C. 665), under 
which the use of appropriations is now regulated. That act 
requires the apportionment of appropriated funds to prevent 
the necessity for deficiency or supplemental appropriations 
and to insure the most effective use of such funds. That act 
also authorizes the establishment of reserves whenever sarings 
are made possible by or through changes in requirements, 
greater efficiency of operations, or other developments sub
sequent to the date on which the appropriations became avail
able. Thu-s, the act prevents exhausting appropriations 
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shortly after they are made and at the same time permite cur
tailing expenditures to effect savings if such curtailment is 
warrantee! in light of intervening developments. The provi
sions of the Antideficiency Act establish guides for the ef
ficient administration and budgeting of appropriated funds 
and they should be left un(Usturbed. 

Comments of somewhat similar import were made in replies re
ceived from the Department of Defense, the Department of State, the 
Secretary of Agriculture, the Department of Health, Education, and 
Welfare, the Postmaster General, the Administrator of General Serv
ices, the Atomic Energy Commission, and the U.S. Information 
Agency, 

POSSIBLE EFFECTS OP S, 3578 ON NO-YEAR APPROPRIATIONS 

From time to time, the Congress appropriates sums of money to 
carry out programs and prorides that they shall be "available until 
expended," Appropriations of this type, which are referred to as 
no-year appropriations, are sometimes not completely obligated for 
several years. 

Eeferring to the effect of S. 8578 on appropriations of this type, 
the Comptroller General stated: 

Also, we do not know just what is meant by the language 
"otherwise prevent any moneys appropriated by the Congress 
from being promptly used." [Italic added.] As you Imow, 
numerous appropriations in substantial amounts are made 
available until expended. These appropriations, ciommonly 
referred to as no-year appropriations, sometimes are not 
completely obligated for several years. The above-quoted 
language (jould be construed to require the obligation of such 
funds prior to the time most advantageous to the Govern
ment. For example, it might be desirable not to begin a new 
research and development program until some existing re
search or testing program is completed and the results become 
available. I t would be desirable to clarify this language, or, 
at least, to explain fully in the committee report what is 
intended. 

The U.S. Information Agency expressed concem over the effect of 
the subject biU on its no-year appropriation covering its program 
relative to "acquisition and construction of radio facilities," as follows: 

* * * projecte financed by construction funds generally 
require several years to complete. Therefore, programing 
of these funds involves setting aside funds for use in future 
fiscal years to insure fund availability throughout the period 
required to complete the construction projects. 

CONSTITUTIONAL PROBLEMS RAISED BY S. 3578 

S. 3578 appeared to raise constitutional problems relative to the 
exercise by the President of certain (^institutional prerogatives, and 
to the doctrine of separation of powers. 

65086—161-^18 
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A conflict appears to arise, particularly with respect to legislation 
involring the Military Establishment. Thus, although the Congress 
may decide that the Army, National Guard, or Marines shall have a 
given strength, and money is appropriated for such purposes, the 
President, as Commander in Chief of the Armed Forces of the Nation 
may decide that these componente of the Military Establishment 
shall haye a lesser strength. This also appUes to the number of naval 
vessels, airplanes, armories, ete. 

In taking care that the laws be faithfully executed, as required by 
the Constitution, the President may find it necessary or desirable to 
defer or eliminate^certain projecte. S. 3578 would appear to compel 
their implementation promptly, despite the fact that there is no way 
of compelling the President to spend the money. 

The Department of Justice adrised the Senate Committee on Gov
ernment Operations that departments and agencies must look to the 
prorisions of a multitude of laws for direction and guidance, and 
must give effect to all of them in carrying out their duties. The 
Department states further: 

I t necessarily follows that the expenditure of appropria
tions is not a inere ministerial function, but is a discretionary 
function that requires the exercise of sound judgment by the 
executive branch, 

* * * * * 
Enactment of the bill would * * * be inconsistent with 

the President's constitutional obligations to see that all laws 
are faithfully executed; * * *. 

AMENDMENT TO ANTIDEFICIENCY ACT PROPOSED BY THE CHAIRMAN OF 
THE SENATE COMMITTEE ON APPROPRIATIONS IN LIEU OF S. 357 8 

Because of the close relationship between S. 3578 and the appropria
tions process, the Senate Committee on Govemment Operations re
quested the views of Senator Carl Hayden, chairman of the Senate 
Committee on Appropriations regarding the subject bill. 

He advised the committee as foUows: 
* * * It is my personal opinion that under the fundamen

tal doctrine of separation of powers that the executive branch 
of the Government has the authority to incur obligations 
under obligational authority granted by the Congress and 
that under this same authority the executive branch does not 
have to incur obligations pursuant to every grant of obliga
tional authority made by the Congress. Inasmuch as we are 
dealing with a "constitutional question" I personnaly ques
tion the desirability of this legislation. 

He proposed, however, that the Antideficiency Act be amended so 
as to require the Bureau of the Budget to give written notice to the 
Congress whenever appropriated funds are placed in budgetaiy re
serve, stating in this conection that: 

* * * I would like to point out that the Antideficiency 
Act, as amended, makes no provision for the Bureau of the 
Budget to notify the Congress when funds are placed in bud
getary reserve. While I do not question the authority for the 
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establishment of budgetary reserves, I do feel that once these 
reserves are established the Director of the Bureau of the 
Budget should give notice to the Congress in writing of (1) 
the purpose of the reserve; and (2) the effect it will have on 
the program and purpose for which the appropriation is 
made. 

In order to attain this objective. Senator Hayden suggested the 
following proposed amendment to the Antideficiency Act for the com
mittee's consideration: 

Section 3679(c) of the Eevised Statutes, as amended (31 
U.S,C. 665(c) (2)) is hereby amended by adding at the end 
thereof a new sentence as follows: 

"Whenever any such reserve is established, or the amount 
thereof increased or decreased, the officer designated in sub
section (d) of this section to make apportionments or reap
portionments of the appropriation from which the reserve is 
established shall immediately notify the CongTess in writing 
of the purpose of the establishment of the reserve, or of the 
increase or decrease in the amount thereof, as the case may be, 
and the effect of such establishment, increase, or decrease 
upon the purposes for which the appropriation was made," 

In view of the impact of S. 3578 on the Antideficiency Act, the 
views of the executive departmente and agencies, the constitu
tional problems which it appeared to raise, as well as the position 
taken by the chairman of the Senate Committee on Appropriations, 
this committee indefinitely postponed further action on S. 3578 on 
July 29,1958, 

During the special session of the 86th Congress,, the majority leader 
of the Senate lurther spotlighted this issue, when he contended that 
the President and the Department of Defense had impounded more 
than $600 miUion of funds appropriated for defense purposes by 
the Congress.^' 

PROPOSALS FOR NEW EEVOLVING FUNDS 

As has been set forth elsewhere in this report, the Congress has 
established a number of special revolring funds, designed to improve 
and give more flexibiUty to certain type of governmental operations.^* 
In addition to those which have been established to meet special 
administrative requiremente of the agencies concemed, there have 
been a number of other proposals submitted to the Congress to extend 
this type of financial operation to other agencies, as set forth in this 
section, 

RECOMMENDATIONS OF THE BUREAU OF THE BUDGET 

The Bureau of the Budget, on June 14, 1960, submitted a status 
report on proposals for new revolving funds. The Bureau states 
that adoption of these proposals would nave several advantages, both 

•» See Congressional Record, p. 17771, Sept. 2,1060. 
=» Revolving funds have been established in the Bureau of Engraving and Printing, 

Department of the Treasury; Government PrinUng Offlce; General Services Administra
tion ; military departments, and otber agencies. 



2 6 6 FINANCIAL MANAGEMENT IN THE FEDERAL GOVERNMENT 

for the executive branch and for the Congress, According to the 
Bureau, these funds would permit more informed budget and fiscal 
actions, and would proride for the systematic presentation of busi
ness-type budget information for the enterprises concemed. 

Revolring ninds are those which carry out a cycle of operations 
in which the receipts are earmarked for continuing use. The nature 
of the activity carried out through revolving funds is usually com
mercial or business type. 

There are 121 revolving funds in the U.S, Govemment, These 
consist of 80 public enterprise funds, 30 intragovernmental revolving 
funds, and 11 trust revolving funds. Each Government-owned cor
poration operates with a revolving fund; in addition, a number of 
unincorporated enterprises have such funds. 

All revolving funds involve the earmarking of receipte. All are 
subject to congressional budgetary review, although the degree of 
review and control has varied in the past. A few revolving funds 
have preriously obtained some capital through "backdoor financing" 
avoiding the appropriations process; but this is not particularly an 
attribute of revolving funds, and the Congress and the administration 
have taken a strong position against any further bypasses of the ap
propriations process. 

Future revolving funds created should be subjected to review in 
the appropriations process annuaUyj subject to such allowance for 
flexibility and to such Umitetions as judgment may dictate from year 
to year. 

BE(30MMBNDATI0NS OF THB PRESIDENT 

The President recommended seven new revolving funds in the 1961 
budget, with specific reference being made to six of them in his budget 
message to the Congress on January 18,1960, as follows: 

Major business-type actirities of the Govemment should, 
with few exceptions, operate on a self-sustaining basis. 
Their budgete and accounts should permit ready comparison 
of their expenses and revenues. They should have simplicity 
in their financing structure and the flexibility in expenditures 
necessary to meet unforeseen business conditions, but should 
be expected to keep their obligations and expenditures within 
the resources provided by Congress for that purpose, and 
should be subject to annual review and control by the Con
gress. Accordingly, I recommend that the Rural Electrifica
tion Administration, the Farmers Home Administration, the 
Bureau of Eeclamation, the power-marketing agencies of the 
Department of the Interior, and the loan-guarantee programs 
of the Veterans' Administration be financed through revolv
ing funds. Similar recommendations may be made in due 
time for other business-type activities. 

PROPOSALS FOR N E W REVOLVING FUNDS—86TH CONGRESS 

During the 86th Congress, 11 bUls were introduced to establish 
revolving funds in 7 major programs that carry on a continuing cycle 
of operations as foUows: 

1. National Capital airports: H.E. 8735 (Harris) and S, 2560 
(Magnuson). 



FINANCIAL MANAGEMENT IN THE FEDERAL GOVERNMENT 2 6 7 

2. Farmers Home Administration: H.E. 7628, H. E. 11761 (Cooley), 
and S. 2144 I(Allott and others). 

3. Eural Electrification Administration: H.E. 8772 (Mclntire) and 
S. 2563 (Ellender and others). 

4. BonnevUle Power Administration: S, 2311 (Chavez). 
5. Southeastern Power Administration and Southwestem Power 

Administration: S. 2312 (Chavez). 
6. Loan guarantee program of the Veterans' Administration: H.R, 

11843 (Teague). 
7. Bureau of Reclamation: S. 3580 (Murray). 
Hearings were held on proposals 1, 2, and 6 above and the House 

of Representatives passed H.K. 7628, relating to the Farmers Home 
Administration, 

ADVANTAGES OF REVOLVING FUNDS 

I t is contended that the adoption of revolving funds for new public 
enterprise would have several advantages: 

1. The revolving fund arrangement will provide a clearer presente-
tion of profit or loss, because it will automatically bring into close 
relationship the expenses and the revenues of the enterprise. Busi
ness-type budgeting and reporting, including balance sheets, are auto
matic under a revolving fund arrangement. Congress can more read
ily determine the extent to which it wishes to draw upon general 
taxation to finance an enterprise. In contrast, the traditional method 
of appropriation financing tends to obscure rather than to disclose the 
significant facts about business enterprises. 

2. The proposals will provide greater simplicity in the financing 
and funding structure. In lieu of many separate pockets for the 
deposit of receipts, a somewhat unbusinesslike arrangement, revolving 
fund legislation will generally permit the receipts of a single enter
prise to be placed in one fund, which will be available, for the neces
sary expenses and capital outlay of the enterprise concemed. The 
present multiplicity of accounting pockets of receipts not only creates 
unnecessary work, but possibly contributes to difficulty in obtaining 
appropriate understanding of the total program and financial impact 
involved. 

3. Flexibility in operations will be improved, within such budget 
controls as Congress chooses to exercise from year to year. While 
each revolving fund must necessarily keep within the capital Con
gress provided for it, plus its receipts, it is customary for Congress to 
provide a somewhat higher degree of flexibility to meet unforeseen 
conditions than is the case for appropriations. For example, if the 
volume of aircraft landings and takeoffs should run above the number 
estimated when the budget is made up, it could be expected that the 
National Capital Airport could use the additional receipts involved 
in paying the additional expenses incident to the increased volume, 
witnout the necessity of spending several months seeking and obtain
ing a supplemental appropriation. Where the Government offers to 
provide a major business-type serrice for a charge, such as the prorid-
ing of power or the operation of an airport, the agencies concerned 
should be able to respond readily to increased customer demand. 
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4, Revolving fiinds provide more incentive for effective management 
of revenue than if the receipts are placed in the general fund of the 
Treasury, This is particularly true where the fund is designed to 
be self-sustaining, or nearly so. 

5, The use of revolving funds removes possible distortion and in
flation from the totals of budget receipts and expenditures. Revolv
ing fund expenditures are stated on a net basis in the budget totals, 
reflecting over the long run the charges which must be paid by the 
taxpayer. Without a revolving fund, the same activities are counted 
on a gross basis within the budget totals, even in those cases where 
their expenditures are matched by user charges in the budget receipt 
figures. 

DISADVANTAGES OF REVOLVING FUNDS 

Several disadvantages have also been mentioned in connection 
with proposals to finance public enterprise activities by revolving 
funds. They include: 

1. The financing of programs by revolving funds rather 
than by the usual appropriation procedures generally ten(is 
to dUute congressional control over such programs. This 
lessening of congressional control stems from the fact that, 
under the revolving fund method of financing, the determi
nation of the size of operations so financed effectively passes 
to the agency so long as it can generate sufficient revenues 
to mateh its operating expenditures. Any contemplated 
expansion of the operations of a Government activity should 
be acted upon by the Congress, through the annual appro
priation processes, based on consideration of the agency's 
financial and operating plans. 

2. Establishment o fa revolving fund for an activity pro
vides permanent financing similar to the permanent capital 
of a Govemment corporation. In this respect, there is no 
essential difference between a Govemment corporation and 
a revolving fund. The revolving funds thus far proposed 
are without tenure, i.e., without any terminal date. Thus, 
financial means would be provided for self-perpetuation of 
these Government activities. 

It is also contended that a revolving fund is not necessary m order 
to achieve the improved bu(Jgeting, accounting, and reporting pro
cedures contemplated by the Budget and Accounting Procedures Act 
of 1'950, as amended. These procedures may be devised to suit the 
individual and particular needs of any activity under any method of 
finaiicing. 

REVIEW BY THE CONGRESS 

All revolving funds (new and old) should be presented with full 
disclosure in each budget, so that they are reviewed in the annual 
budget review by the Appropriations Committees and the Congress. 
Eevolring funds should be subject to such limitations as the Presi
dent might recommend or the Congress might choose to impose during 
their review. Funds needed to provide capital for revolving funds 
should be provided through normal appropriation processes. 
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FEDERAL OBLIGATIONS EEPORTING A C T OF 1969 

Section 114 of the Budget and Accounting-Procedures Act of 1950 
prorides that the Secretary of the Treasury shall prepare such reports 
for the information of the President, the Congress, and the public 
as will present the results of financial operations of the Government. 
The reports are to include such financial data as the Director of the 
Bureau of the Budget may require in connection with the preparation 
of the budget or for other purposes of the Bureau, Each executive 
agency is required to furnish the Secretary of the Treasury such 
reports and information relating to ite financial condition and opera
tions as the Secretary, by rules and regulations, may require for the 
effective performance or his responsibilities under this section. 

S. 2122, cited as the Federal Obligations Eeporting Act of 1959, 
was introduced by Senators Saltonstall and Byrd of Virginia on 
June 5, 1959, and referred to the Committee on Government Opera
tions. The bill, which would amend section 114 of the Budget and 
Accounting Procedures Act of 1950, by adding a new paragraph 
requiring that the Secretaiy of the Treasury shall include, along with 
other reports required by this section, reports on a semiannual basis 
setting forth the Federal Government's direct and guaranteed debte, 
indirect and contingent debts, contractual commitments, and author
ized but uncommitted appropriations. The purpose of S. 2122 is to 
assure a more complete and timely disclosure to the Congress of 
the amounts which the Government is, or may be, obligated to pay. 

Some of this information is now being compiled and published 
regularly in the monthly bulletin, in the montiily statement of receipts 
and expenditures, and in other ways. However, there is no compre
hensive, regular reporting of this information so that the Congress 
and the taxpayers may have full detailed information in orderly 
form. 

A resume of reports compiled on financial commitments and con
tingencies of the Govemment in relation to provisions of S. 2122, 
as reported by the Department of the Treasury follows: 

1. Section 2(d) (1) calls for— 

a summary of outstanding public debt and guaranteed obli
gations of the United States showing the amount subject to 
statutory limitations. 

This information is published monthly in the daily statement of 
the U.S. Treasury in the month-end issue and the monthly Treasury 
bulletin. 

2. Section 2(d) (2) calls for— 

the aggregate amount of the contingent liabilities of the 
Government together with a statement showing the collateral 
pledged or other assets available (or to be realized) as secu
rity therefor, and an analysis of their significance in terms 
of past experience and probable risk. 

The Treasury Department Circular No. 966, section V, page 24, 
requires the semiannual reporting of long-range commitments and 
contingencies to the Treasury Department. Form No. 223, required 
under this circular, provides that the agencies furnish the informa
tion on collateral or other realizable assets, the description of the col-
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lateral, and the estimated losses. Very few of the agencies have to 
date furnished the information on collateral and the possible esti
mated losses. The probability or the extent to which the Govemment 
may be required to make disbursements under ite various commitment 
programs is dependent upon a wide variety of factors, including the 
matter of the value of the assete held as a reserve against the com
mitments, the trend of prices or employment, and other economic 
factors, 

3. Section 2(d) (3) calls for— 
the total amount of the Government's obligations under out
standing contracts for the purchase of property, goods, or 
serrices to be realized or delivered over a period of 3 or more 
years. 

The above language leaves some doubt as to whether the intent is 
to have all obligations of the Government reported, e.g., including 
grants and subsidies payable from appropriations. There is also a 
question as to what is meant by "realized or delivered over a period 
of 3 or more years." This would seem to cover realization or delivery 
at any time subsequent to the date of the report, whereas it may be 
intended to have a reporting of only long-term obligations for which 
deliveries will be made 3 or more years later than the date of the 
report. 

4. Section 2(d) (4) calls for— 
the total amount of the outstanding contract authorization 
which has been granted, but not committed by, the executive 
agencies. 

The Treasury Department is now securing regular reports for 
contract authorizations pursuant to Treasury Department Circular 
No. 993. The information requested in the bill should not be too 
difficult to secure from the agencies. 

5. 2122 does not indicate whether it was the intention to include 
trust fund obligations. It has been suggested that it might be advis
able to describe in the bill whether it is the intention of Congress to 
obtain the information requiring only those obligations affecting the 
budget accounts of the Federal Government or whether it is the inten
tion to include not only the budget accounts but the trust accounts 
as well. 

The stetement of Senator Saltonstall in support of S. 2122 on June 
6,1959, outlined three areas in which the Congress and others need to 
be more adequately informed before sound fiscal management deci
sion affecting the Federal Government can be made. Briefly, they are: 

1. Obligations issued by Federal agencies and corporations of 
which some are guaranteed by the Federal Government and some 
are not, but the purchaser thinks both types are backed by the 
Government. 

2. Obligations under long-term contracts where the United 
States has agreed to pay for goods and services over a period of 
up to 20 or more years, such as long-term leases entered into for 
construction of post offices and Federal buildings. 
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3. Programs where Congress has authorized and appropriated 
funds, but due to substantial delay, actual commitments of the 
funds have not been made, thereby accumulating within the ex
ecutive branch a volume of potential spending which could sub
stantially affect the economy, as well as have a significant effect 
on the Federal balance sheet. 

A report of the Library of Congress originally prepared for Senator 
Saltonstall, and later rerised for use by the Senate Committee on Gov
emment Operations, cites some of the ways in which funds are 
authorized and their source. For example, the interest on the public 
debtis paid under authority of a permanent appropriation. Major 
portions of the public roads program expenditures are from a trust 
fund to which gasoline and other taxes are contributed. The Federal 
Housing Administration insures mortgages and meete claims by issu
ing debentures which are subsequently redeemed out of insurance reve
nue and the proceeds of the sale of the properties and mortgages. The 
appropriation for salaries and expenses of the Bureau of the Census 
is an aimual appropriation, to be obligated during the fiscal year for 
which it is provided. In many cases these activities or programs, like 
others undertaken by the Govemment, involve implied or statutory 
commitment of the Government to spend money in later fiscal years. 

The annual expenditures to meet commitments are difficult to con
trol through present methods of authorizing obligations when a project 
requires more than 1 fiscal year to complete, or is financed through a 
revolving fund, or when insurance or guarantees are written. The 
Congress does not have complete control over the rate of progress on 
missile contracts or construction contracte, nor over the prices of farm 
producesubject to price support, nor over delinquency and default 
rates on insured mortgages. 

Many of the programs and their component activities are of in
definite duration; others require varying number of years for com
pletion. The nature and duration of the programs often is reflected 
in the form in which expenditure authorizations are granted. The 
form of the authorizations affects the abUity of Congress to control 
expenditures in any fiscal year. 

Agency comments.—The Comptroller General of the United States 
stated that— 

* * * the introduction of S. 2122 seems to us to indicate that 
the reporte presently being fumished by the Treasury Depart
ment may not be accomplishing their intended purpose. Con
sequently, we believe that a clear description in law of the 
kind of information needed and the fre(iuency with which re
porte shall be made is desirable. We therefore favor enact
ment of S, 2122 * * *. 

In addition, minor amendmente were suggested to clarify the meaning 
of certain words and phrases. The Treasury Department although 
expressing no objections to enactment of S, 2122, states, however, 
that it is unnecessary— 

* * * because under existing laws the Treasury Department 
upon request is in a position to compUe the data contemplated 
in S, 2122 as a regular part of its responsibilities. 
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The Director of the Bureau of the Budget recommends against favor
able consideration of the biU and stated that he believed— 

* * * it best to avoid fixing in the statutes specific require
ments for reports such as those contained in S. 2122, Con
gressional committees or Members of Congress who wish for 
specific compilations on such matters as contingent liabilities 
and unobligated contract authorizations can request and ob
tain such compilations from the Treasury as needed. 

LEOISLA'HON PROPOSING A FISCAL AND LEGISLATIVE SESSION OF 
CONGRESS 

The diversified and complex legislation of today makes tremendous 
demands upon the time of Members of Congress. I t is impossible for 
any one Member to be fully informed on all pending legislation. In 
many sessions of Congress, regular legislation is often very time con
suming, being discussed over a period of many months. One of the 
resulte of this is that appropriation bills are sometimes rushed through 
at the last minute in order to beat the adjournment deadline. 

With Federal spending taking about 20 percent of our gross national 
income, it is not only important, but also necessary that Congress be 
in a better position to understand and judge national fiscal policies, 
to take necessary action to eliminate waste, and to provide for neces
sary spending on the most economical basis possible. 

In an attempt to correct the present situation. Senator Magnuson in 
the 85th (S. 2846) and in the 86th (S. 1838) Congresses introduced 
bills which were referred to the Committee on the Judiciary, to pro
vide for a legislative session and a fiscal session. These bills would 
(1) provide for a regular annual fiscal session to be separate from the 
session on all legislative matters; (2) establish the calendar year as 
the Government's fiscal year; and (3) provide Federal accounting 
procedures which would insure a businesslike appraisal of the Gov
ernment's fiscal position in the light of the President's annual budget. 

The fiscal session of Congress would begin annually on the second 
Monday of November and extend through December 31. Committees 
other than Appropriations in either House could still hold hearings, or 
conduct studies and investigations of matters under their respective 
jurisdictions, but ordinarily the only measures which would be intro
duced, reported upon, or enacted would be money bills. 

The regular session of Congress, including any special session, would 
begin in January and would ordinarily be confined to consideration of 
all nonfiscal measures. These would be known as legislative sessions. 

Treaties, nominations, or other measures whose consideration during 
a fiscal session is requested by the President as being in the national 
interest would provide certain necessaiy exceptions to the division of 
congressional business between legislative and fiscal sessions. Also, 
action might be taken on required deficiency appropriations during a 
legislative session. 

The theory underlying this approach is that the legislators need to 
devote their entire energies to the disposition of public funds if they 
are to shoulder the responsibUity which they share with the Executive 
for the wise and prudent use of those funds. 
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SpecificaUy, these bills contained three titles. Title I would have 
set up the fiscal session and established the difference between this and 
the legislative session. 

Title I I proposed to amend title 5, section 156 of the United States 
Code, and other related statutes, to establish the calendar year as the 
Government's fiscal year. It prorided that the first calendar fiscal 
year will be the next succeeding calendar year following enactment, 
commencing imme(Uately after the first fiscal session in November 
and December of the prece(Ung year. Appropriations for the period 
July 1 to December of the current year would be made during the 
session of Congress that began in January of the next year. 

Title I I I would have changed the time of submission and content 
of the President's budget, amending section 201 of the Budget and Ac
counting Act of 1921. Beginning in the current year, the budget for 
the succeeding fiscal year would be required to be submitted on or be
fore July 15—or approximately 4 months prior to the beginning of the 
fiscal session during which it will be passed upon. The benefite of 
having the budget published and on record well in advance of its con
sideration by Congress are obvious. 

This title also required the aimual budget to incorporate two fea
tures not now required by law, (1) a showing of the amount of pro
posed appropriations and expenditures which are reimbursable to the 
Treasury, and (2) a report on the total capital assets of the Govern
ment and their value, as of the end of the last completed fiscal year. 
This particular provision is similar to other proposals which would 
require a separation in the budget of operating and capital expendi
tures.^' 

Enactment of the proposal of Senator Magnuson would have 
brought about a radical chaiige in present practices. No action was 
taken on S. 2846 in the 85th Congress nor on S. 1838 in the 86th Con
gress by the Committee on the Judiciary, to which both bills were 
referred. 

The biUs did provide another area for consideration of the serious 
deficiencies in the fiscal procedures of the Congress at a time when 
the urgency for action is becoming more and more apparent, as they 
set forth a special procedure dealing with the intricate but vastly im
portant money bills, which, after all serve as the conveyor belts for 
taxpayers' money. Perhaps, even more important, enactment of the 
bills would afford an opportunity for Congress to look at appropria
tions as a whole after the legislative program has been completed. 

" F o r further details on proposals for separation In the budget of operating and capital 
expenditures, see pp. 249-257 of this report. 





PART VIII. APPENDIXES 

APPENDIX A 

THE BUDGET AND ACCOUNTING ACT 

Comprising the Act of 1921, as amended and extended by the 
Budget and Accounting Procedures Act of 1950 and other enactmente, 
through the 86th Congress, 

PAET I—BUDGET AND ACCOUNTING ACT, 1921 

(42 Stat. 20) 

(As amended through the 86th Congress) 

(Additional and amending language shown in [brackets]) 

AN ACT To provide a national budget system and an independent audit of 
Government accounts, and for other purposes. 

Be it enacted by the Senate and House of Representatives of tfie 
United States of America in Congress assembled, 

TITLE I—DEFINITIONS 

SEC. 1. This Act may be cited as the "Budget and Accounting Act, 
1921." (31U.S.C.1) 

SEC. 2. When used in this Act— 
The terms "department and establishment" and "department or 

establishment" mean any executive department, independent commis
sion, board, bureau, officCj agency, or other establishment of the Gov
ernment, including [any independent regulatory commission or board 
and] ^ the municipal govemment of the District of Columbia, but do 
not include the Legislative Branch of the Government or the Supreme 
Court of the United States; 

The term "the Budget" means the Budget required by section 201 
to be transmitted to Congress; 

The term "Bureau" means the Bureau of the Budget; 
The term "Director" means the Director of the Bureau of the 

Budget; and 
The term "Assistant Director" means the Assistant Director of the 

Bureau of the Budget. 

5The term "appropriations" includes, in appropriate context, funds 
authorizations to create obligations by contract in advance of 

appropriations, or any other authority making funds available for 
obligation or expenditure.] ^ (31 U.S.C. 2) 

> Added by Sec. 201, Pnblle Law 19 (68 Stat 561, 565), TOth Congress. 
•Added by Sen. 101, Public Law 784 (64 Stat 882), Slst CongreBB. 

275 
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TITLE II—THE BUDGET 

[ S E C 201. (a) The President shall transmit to Congress during the 
first fifteen days of each regular session, the Budget, which shall set 
forth his Budget message, summary data and text, and supporting-
detail. The Budget shall set forth in such form and detail as the 
President may determine— 

(1) functions and activities of the Government; 
(2) at such times as may be practicable, information on pro

gram costs and accomplishments; 
(3) any other desirable classifications of data; 
(4) a reconciliation of the summary data on expenditures with 

proposed appropriations; 
(5) estimated expenditures and proposed appropriations 

necessary in his judgment for the support of the Government for 
the ensuing fiscal year, except that estimated expenditures and 
proposed appropriations for such year for the legislative branch 
of the Government and the Supreme Court of the United States 
shall be transmitted to the President on or before October 15 of 
each year, and shall be included by him in the Budget without 
rerision; 

(6) estimated receipts of the Government during the ensuing 
fiscal year, under (1) laws existing at the time the Budget is 
transmitted and also (2) under the revenue proposals, if any, 
contained in the Budget; 

(7) actual appropriations, expenditures, and receipts of the 
Government during the last completed fiscal year; 

(8) estimated expenditures and receipts, and actual or pro
posed appropriations of the Government during the fiscal year 
in progress; 

(9) balanced statements of (1) the condition of the Treasury 
at the end of the last completed fiscal year, (2) the estimated con
dition of the Treasury at the end of the fiscal year in progress, 
and (3) the estimated condition of the Treasury at the end of the 
ensuing fiscal year if the financial proposals contained in the 
Budget are adopted; 

(10) all essential facts' regarding the bonded and other in
debtedness of the Government; and 

(11) such other financial statements and data as in his opinion 
are necessary or desirable in order to make known in all prac
ticable detail the financial condition of the Government.] ^ (31 
U.S.C. 11) 

[SEC. 201. (b)_ Whenever the President determines there has been 
established a satisfactory system of accrual accounting for an appro
priation or fund account, each proposed appropriation thereafter 
transmitted to the Congress for such account pursuant to the pro
risions of this Act shall be accompanied by a proposed limitation on 
annual accrued expenditures. The President may include in the 
Budget with any such proposed limitation on annual accrued expendi
tures, proposals for provisions authorizing the head of a department or 
establishment to make transfers, within his department or establish
ment, between such limitations on annual accrued expenditures; and 

• Amended by Sec. 102(a), Public Law T84 (64 Stat 882), Slst Congress and Sec. 1(a), 
Publis Law 863 (70 Stat 782), 84th Congren. 
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such provisions may limit by amount or by per centum the size of any 
transfer so proposed. 

(c) Whenever an appropriation is subject to a limitation on annual 
accrued expenditures, there shall be charged against the limitation the 
cost of goods and services and other assets received, advance payments 
made and progress payments becoming due, and the amount of any 
other liabilities becoming payable, during the fiscal year concemed. 

(d) At the end of the fiscal year concemed, any unused balance of 
the limitation on annual accrued expenditures shall lapse, except that 
whenever any liabilities are incurred within the limitation provided 
for in any fiscal year (whether or not recorded or reported in such 
fiscal year), nothing in this section shall be construed to prevent the 
making of payment therefor in any subsequent fiscal year. 

(e) Any obligations incurred during the fiscal year concerned or in 
prior fiscal years which do not result in liabilities becoming payable 
during the fiscal year (concerned shall be charged against the limita
tion on annual accrued expenditures for any succeeding fiscal year in 
which such obligations may result in liabilities becoming payable. 

(f) Nothing in subsections (b) through (e) of this section shall be 
construed to diange existing law with respect to the method or man
ner of making appropriations or the incurring of obligations under 
appropriations.] * 

NOTE.—Public Law 759, 85th Congress, approved August 25, 1958, further 
provides: 

"SEC. 2. (a) It shall be in order to provide in any bill or joint reso
lution making appropriations, or in any amendment thereto, limita
tions on annual accrued expenditures covering amounte becoming pay
able as a result of obligations incurred both in the fiscal year concerned 
and in prior fiscal years, and to include in any such bill or joint resolu
tion provisions authorizing the head of a department or establishment 
to make transfers, within his department or establishment, between 
such limitations on annual accrued expenditures; and such provisions 
may limit by amount or by per centum the size of any transfer so 
provided for. 

(b) The provisions of subsection (a) of this section are enacted by 
the Congress— 

(1) as an exercise of the rulemaking power of the Senate and 
the House of Eepresentatives, respectively, and as such they shall 
be considered as part of the rules of each House, respectively, or 
of that House to which they specifically apply; and such rules 
shall supersede other rules only to the extent that they are incon
sistent therewith; and 

(2) with full recognition of the Constitutional right of either 
House to change such rules (so far as relating to the procedure in 
such House) at any time, in the same manner and to the same 
extent as in the case of any other rule of such House. 

"SEC. 3. This Act, and the amendments made thereby shall cease 
to be in effect April 1,1962." 

SE(). 202. (a) If the estimated receipts for the ensuing fiscal year 
contained in the Budget, on the basis of laws existing at the time the 

•Added by Sec. 1, Public Law 759 (72 Sta t 852, 858), 85th Congress. 
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Budget is transmitted, plus the estimated amounts in the Treasury at 
the close of the fiscal year in progress, available for expenditure in the 
ensuing fiscal year, are less than the estimated expenditures for the 
ensuing fiscal year contained in the Budget, the President in the 
Budget shall make recommendations to Congress for new taxes, loans, 
or other appropriate action to meet the estimated deficiency. 

(b) If the aggregate of such estimated receipts and such estimated 
amounts in the Treasury is greater than such estimated expenditures 
for the ensuing fiscal year, he shall make such recommendations as in 
his opinion the public interests require. (31 U.S.C. 13) 

[SEC. 203. (a) The President from time to time may transmit to 
Congress such proposed supplemental or deficiency appropriations as 
in his judgment (1) are necessary on account of laws enacted after the 
transmission of the Budget, or (2) are otherwise in the pubUc interest. 
He shall accompany such proposals with a statement of the reasons 
therefore, including the reasons for their omission from the Budget. 

(b) Whenever such proposed supplemental or deficiency appropria
tions reach an aggregate which, if they had been contained in the 
Budget, would have required the President to make a recommendation 
under subsection (a) of section 202, he shaU thereupon make such 
recommendation.]" (31 U.S.C. 14) 

[SEC. 204. (a) Except as otherwise prorided in this Act, the con
tente, order, and arrangement of the proposed appropriations and the 
statemente of expen(Utures and estimated expenditures contained in 
the Budget or transmitted under section 203, and the notes and other 
data submitted therewith, shall conform to requirements prescribed by 
the President. 

(b) The Budget, and statements furnished with any proposed sup
plemental or deficiency appropriations, shall be accompanied by 
information as to personal services and other objects of expen(Uture 
in the same manner and form as in the Budget for the fiscal year 1950: 
Provided, That this requirement may be waived or mocUned, either 
generally or in specific cases, by joint action of the committees of 
Congress having jurisdiction over appropriation: And provided 
furmer. That nothing in this Act shall be construed to limit the 
authority of committees of Congress to request and receive such infor
mation in such form as they may desire in consideration of and action 
upon budget estimates.]« (31 U.S.C. 581) 

[SEC. 205. Whenever any basic change is made in the form of the 
Budget, the President, in addition to the Budget, shall transmit to 
Congress such explanatory notes and tables as may be necessary to 
show where the various items embraced in the Buaget of the prior 
year are contained in the new Budget] ' (31 U.S.C. 581 a) 

SEC, 206. No estimate or request for an appropriation and no request 
for an increase in an item of any such estimate or request, and no 
recommendation as to how the revenue needs of the Government should 
be met, shall be submitted to Congress or any committee thereof by 
any officer or employee of any department or establishment, unless at 
the request of either House of Congress. (31 U.S.C. 15) 

« AmetKled by Sec. 102(b), Public Law 784 (64 Stat 832, 833), Slst Congress. 
« Amended by Sec. 302(c), Public Law 784 (64 Sta t 832, 833), 81st Congress. 
' Amended by Sec. 102(d), Public Law 784 (64 Stat. 832, 833), 81st Congress. 
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SEC. 207. There is hereby created in the [Executive Office of the 
President]^ a bureau to be known as the Bureau of the Budget. 
There shall be in the Bureau a Director and a [Deputy Director]," 
who shall be appointed by the President and receive salaries of 
[$22,500] 0̂ and [$20,500] " a year, respectively. The [Deputy] " 
Director shall perform such duties as the Director may designate, 
and during the absence or incapacity of the Director or during a 
vacancy in the office of Director he shall act as Director, [The 
Bureau, under such rules and regulations as the President may pre
scribe, shall prepare the Budget, and any proposed supplemental or 
deficiency appropriations, and to this end shall have authority to 
assemble, correlate, revise, reduce, or increase the requests for appro
priations of the several departments or establishments.] ^̂  (31 U.S.C. 
Sup. I l l , 16) 

SEC. 208. (a) The Director, under such rules and regulations as the 
President may prescribe, shall appoint [and fix the compensation 
of] '̂ attorneys and other employees and make expenditures for rent 
in the District of Columbia, printing, binding, telegrams, telephone 
service, law books, books of reference, periodicals, stationary, furni
ture, office equipment, other supplies, and necessary expenses of the 
office, within the appropriations made therefor. (31 U.S.C. 17) 

NOTE.—Subsections ( b ) , ( c ) , (d),, and (e) of section 208, relat ing to appoint
ment and compensation of cer ta in employees of the Bureau of the Budget, 
omitted from this codification. Provisions of such subsections as to salaries were 
superseded by the Classification Act of 1949, Public Law 429, as amended (63 
Stat . 954), 81st Congress. 

SEC. 209. The Bureau, when directed by the President, shall make 
a detailed study of the departments and establishments for the pur
pose of enabling the President to determine what changes (with a view 
of securing greater economy and efficiency in the conduct of the public 
service) should be made in (1) the existing organization, actirities, 
and methods of business of such departments or establishments, (2) 
the appropriations therefor, (3) the assignment of particular activities 
to particular services, or (4) the regrouping of services. The results 
of such study shall be embodied in a report or reports to the President, 
who may transmit to Congress such report or reports or any part 
thereof with his recommendations on the matters covered thereby. 
(31 U.S.C. 18) 

SEC. 210. 
NOTE.—This section, directing the Bureau of the Budget to prepare, for the 

President, a codification of laws relating to statements of receipts and expendi
tures of the Government and of estimates of appropriations, to be submitted by 
the President to Congress on or before the first Monday in December 1921, with 
a recommendation as to changes, omitted from this codification as obsolete. 

'Bureau of the Budget transferred from the Treasury Department to the Executive 
Offlce of the President by Reorganization Plan No. 1, effective July 1, 1939 (58 Stat. 

» Title of the position of the Assistant Director of the Bureau of the Budget changed 
to Deputy Director and two positions ot Assistant Director authorized by Public Law 
176 (67 Stat 298, 299), 83rd Congress. 

i» Annual rate provided by Public Law 854 (70 Sta t 736), 84th Congress. 
"Annual rate provided by Public Law 854 (70 Stat. 736. 737), 84th Congress. 
"Amended by Sec. 102 (e), Public Law 784 (64 Stat. 832, 833), 81st Congress. 
"Subject to Public Law 429, as amended (63 Stat. 954, 793), Slst Congress. 

63(380—'61 .19 
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SEC. 211. 
NOTE.—This section, providing for the transfer to the Bureau of the Budget 

of powers and duties relating to the compiling of estimates formerly imposed 
upon the Division of Bookkeeping and Warrants, Office of the Secretary of the 
Treasury, omitted from this codification as obsolete. Such Division and its 
functions were transferred to the Bureau of Accounts, Fiscal Service, Treasury 
Department, by Reorganization Plan No. I l l (54 Stat. 1231). 

SEC. 212. The Bureau shall, at the request of any committee of 
either House of Congress having jurisdiction over revenue or appro
priations, furnish the committee such aid and information as it may 
request. (31 U.S.C, 20) 

SEC. 213. Under such regulations as the President may prescribe, 
(1) every department and establishment shall furnish to the Bureau 
such information as the Bureau may from time to time require, and 
(2) the Director and the [Depu ty ] ^ Director, or any employee of the 
Bureau when duly authorized, shall, for the purpose of securing such 
information, have access to, and the r ight to examine, any books, 
documents, papers, or records of any such department or establish
ment. (31 U.S.C. 21) 

[ S E C . 214. The head of each department and establishment shall 
prepare or cause to be prepared in each year his requests for regular, 
supplemental, or deficiency appropriations.] *̂ (31 U.S.C. 22) 

[ S E C . 215. The head of each department and establishment shall 
submit his requests for appropriations to the Bureau on or before a 
date which the President shall determine. I n case of his failure to do 
so, the President shall cause such requests to be prepared as are 
necessary to enable him to include such requests with the Budget in 
repect to the work of such department or establishment.] °̂ (31 
U.S.C. 23) 

[ S E C . 216. (a) Eequests for regular, supplemental, or deficiency ap
propriations which are submitted to the Bureau by the head of any 
department or establishment shall be prepared and submitted as the 
President may determine in accordance with the provisions of section 

(b) The requests of the departments and establishments for appro
priations shall, in such manner and at such times as may be deter
mined by the President, be developed from cost-based budgets. 

(c) For purposes of administration and operation, such cost-based 
budgets shall be used by all departments and establishments and their 
subordinate units. Administrative subdivisions of appropriations or 
funds shall be made on the basis of such cost-based budgets.] ^̂  (31 
U.S.C. 24) 

SEC. 217. 
NOTE.—This section, appropriating funds for the Bureau of the Budget for the 

fiscal year ending June 30, 1922, omitted from this codification as obsolete. 

» Title of the position of the Assistant Director of the Bureau of the Budget changed 
to Deputy Director and two positions of Assistant Director authorized by Public Law 
176 (67 Sta t 298, 299), 83rd Congress. 

"Amended by Sec. l02(f), Public Law 784 (64 Stat 832, 833), Slst Congress. 
^Amended by Sec. 102(g), Public Law 784 (64 Sta t 832i 834), Slst Congress. 
w Amended bv Sec. 102(h). Public Law 7S4 (64 Stat 832, 834), Slst Congress and Sec. 

1(b), Public Law 863 (70 Sta t 782), S4th Congress. 
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NEW SECTIONS ADDED BY THE BUDGET AND ACCOUNTING PROCEDURES 
ACT OP 1950 (64 STAT. 832,834) 

GOVERNMENT STATISTICAL ACTIVITIES 

SEC. 103. The President, through the Director of the Bureau of the 
Budget, is authorized and directed to develop programs and to issue 
regulations and orders for the improved gathering, compiling, analyz
ing, publishing, and disseminating of statistical information for any 
purpose by the various agencies in the executive branch of the Govern
ment. Such regulations and orders shall be adhered to by such agen
cies. (31 U.S.C. 18b) 

IMPKOVED ADMINISTRATION OF EXECU'TIVB AGENCIES 

S E C 104. The President, through the Director of the Bureau of the 
Budget, is authorized and directed to evaluate and develop improved 
plans for the organization, coordination, and management of the 
executive branch of the Government with a view to efficient and eco
nomical service. (31 U.S.C. 18a) 

BUSINESS-TYPE BUDGETS 

S E C 105. The first two sentences of section 102 of the Government 
Corporation Control Act of 1945 (59 Stat. 597), are amended to read 
as follows: "Each wholly owned Government corporation shall cause to 
be prepared annually a business-type budget which shall be submitted 
to the Bureau of the Budget, under such rules and regulations as the 
President may establish as to the date of submission, the form and con
tent, the classifications of data, and the manner in which such budget 
program shall be prepared and presented." (31 U.S.C. 847) 

[ACCOUNTING AND BUDGET CLASSIFICATIONS 

S E C 106. The head of each executive agency shall, in consultation 
with the Director of the Bureau of the Budget, take whatever action 
may be necessary to achieve, insofar as is possible, (1) consistency in 
accounting and budget classifications, (2) synchronization between 
accounting and budget classifications and organizational structure, 
and (3) support of the budget justifications by information on per
formance and program costs by organizational units.] " 

T I T L E I I I — G E N E R A L ACCOUNTING O F F I C E 

SEC. 301. There is created an establishment of the Government to 
be known as the General Accounting Office, which shall be independent 
of the executive departments and under the control and direction of 
the Comptroller General of the United States. The offices of Comp
troller of the Treasury and Assistant Comptroller of the Treasury 
are abolished, to take effect July 1, 1921. All other officers and 
employees of the office of the Comptroller of the Treasury shall be
come officers and employees in the General Accounting Office at their 
grades and salaries on July 1, 1921, and all books, records, docu-

' Added by Sec. 2(a), Public Law 863 (70 Stat 782), 84th Congress. 
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mente, papers, furniture, office equipment and other property of the 
office of the Comptroller of the Treasury shaU become the property 
of the General Accounting Office. The Comptroller General is au
thorized to adopt a seal for the General Accounting Office. (31 U.S.C. 
41) 

SEC. 302, There shall be in the General Accounting Office a Comp
troller General of the United States and an Assistant ComptroUer 
General of the United States, who shall be appointed by the President 
with the advice and consent of the Senate and shall receive salaries 
of [$22,500] «̂ and[$20,500] " a year respectively. The Assistent 
Comptroller General shall perform such duties as may be assigned 
to him by the Comptroller General, and during the absence or in
capacity of the Comptroller General, or during a vacancy in that 
Office, shall act as Comptroller General. (31 U.S.C. 42) 

SEC 303. Except as hereinafter provided in this section, the Comp
troller General and the Assistant Comptroller General shall hold 
office for fifteen years. The Comptroller Generali shall not be eligible 
for reappointment. The Comptroller General or the Assistant Comp
troller General may be removed at any time by joint resolution of 
Congress after notice and hearing, when, in the judgment of Congress, 
the Comptroller General or Assistant Comptroller General has become 
permanently incapacitated or has been inefficient, or guilty of neglect 
of duty, or of malfeasance in office, or of any felony or conduct in
volving moral turpitude, and for no other cause and in no other 
manner except by impeachment. Any Comptroller General or As
sistant Comptroller General removed in the manner herein prorided 
shall be ineligible for reappointment to that office. When a Comp
troller General or Assistant ComptroUer General attains the age of 
seventy years, he shall be retired from his office. (31 U.S.C. 43) 

[Any Comptroller General who shall be so retired for age after 
serving at least ten years in his office, or who completes his term, shall 
receive an annuity during the remainder of his life equal t» the salary 
payable for his office at the time of retirement or completion of term, 
except that the annuity of any Comptroller General who completes 
his term shall be reduced by one-fourth of 1 per centum for each full 
month he is under the age of sixty-five at such completion. Any Comp
troller General who becomes permanently disabled from performing 
his duties shall be retired and shall receive an annuity during the re
mainder of his life equal to the salary payable for his office at the 
time of retirement if he has served at least ten years therein or equal 
to one-half of such salary if he has served less than ten years. The 
annuities provided for herein shall be paid by the General Account
ing Office. No person receiring benefits under this Act shall receive 
any other retirement benefits mider any other law of the United 
States.] =» (3lU,S,C,,Sup,III,43) 

SEC, 304. All powers and duties now conferred or imposed by law 
upon the Comptroller of the Treasury or the six auditors of the 
Treasury Department, and the duties of the [Dirision of Bookkeep-

M Annual rate provided by Public Law 854 (70 Stat. 736), 84th Congress. 
"Annual rate provided by Public Law 854 (70 Sta t 736, 737), 84th Congress. 
!» Added by Public Law 161 (67 Sta t 229), 83rd Congress. 
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ing and Warrants] ^̂  of the office of the Secretary of the Treasury 
relating to keeping the personal ledger accounts of disbursing and 
collecting officers, shall, so far as not insonsistent with this Act, be 
vested in and imposed upon the General Accounting Office and be 
exercised without direction from any other officer. The balances cer
tified by the Comptroller General shall be final and conclusive upon 
the executive branch of the Government, The revision by the Comp
troller General of settlements made by the six auditors shall be dis
continued, except as to settlemente made before July 1, 1921, (31 
U.S.C. 44) 

NOTE.—The second paragraph of section 304, relating to the examination of the 
aecoimts and vouchers of the Postal Service, and the establishment of the Bu
reau of Accounts in the Post Oifice Department, is omitted from this codifica
tion. Such Bureau of Accounts in the Post Ofiice Department was abolished and 
all functions thereof transferred to the Postmaster General by Reorganization 
Plan No. 3 of 1949 (63 Stat. 1066). 

SEC. 305. Section 236 of the revised statutes is amended to read as 
follows: 

" S E C 236. All claims and demands whatever by the Government of 
the United States or against it, and all accounts whatever in which the 
Government of the United States is concemed, either as debtor or 
creditor, shall be settled and adjusted in the General Accounting Of
fice." (̂ 31 U.S.C. 71) 

SEC. 306. All laws relating generally to the administration of the 
departmente and establishments shall, so far as applicable, govern the 
General Accounting Office. Copies of any books, records, papers, or 
documents, and transcripte from the books and proceedings of the 
General Accounting Office, when certified by the Comptroller General 
or the Assistant Comptroller General under its seal, shall be admitted 
as evidence with the same effect as the copies and transcripts referred 
to in sections [862] ^̂  and [886] ^̂  of the Eevised Statutes. (31 U.S.C. 
46) 

SEC 307. The Comptroller General may provide for the payment 
of accounts or claims adjusted and settled in the General Accounting 
Office, through disbursing officers of the several departmente and 
establishments, instead of by warrant. (31 U.S.C, 47) 

SEC, 308, 
NOTE.—Section 308, relating to duties appertaining on June 10, 1921, to the 

Division of Public Moneys, Office of the Secretary of the Treasury, and to duties 
performed by the former Division of Bookkeeping and Warrants, OflBce of the 
Secretary of the Treasury, omitted from this codification as obsolete. 

SEC, 309, The Comptroller General shall prescribe the forms, sys
tems, and procedure for administrative appropriation and fund ac
counting in the several departments and establishments, and for the 
administrative examination of fiscal officers' accounts and claims 
against the United States, (31 U.S.C, 49) 

NOTE.—Exercise of authority under this section to be consistent with the pro
visions of Sec. 112(a) of the Budget and Procedures Act of 1950. (64 Stat. 
832, 835) 

^The Division of Bookkeeping and Warrants aud its functions were transferred to the 
Bureau of Accounts, Fiscal Service, Treasury Department, by Eeorganization Pian No. I l l 
(54 S ta t 12i»li)-
• =»> Repealed by Public Law 773 (62 Stat. 869, 993), 80th Congress. Now covered by Sec. 

1733, Title 28, U.S.C. Judiciary and Judicial Procedure (62 Stat. 946), SOth Congress. 
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S E C 310, 

NOTE.—Section 310, abolishing, effective July 1, 1921, of the oflices of the six 
auditors, and providing for the transfer of officers and employees thereof, as 
well as books, records, property, etc., of those offices and of the former Division 
of Bookkeeping and Warrants, Offlce of the Secretary of the Treasury, so far as 
related to work transferred, omitted from this codification as obsolete. 

S E C 311. 
NOTE.—Subsections (a), (b), and (c) of section 311, relating to appointment 

and compensation of certain employees of the General Accounting Offlce, omitted 
from this codification. Provisions of such subsections were superseded by the 
Classification Act of 1949, Public Law 429, as amended (63 Stat. 954), Slst 
Congress. 

(d) All officers and employees of the General Accounting Office, 
whether transferred thereto or appointed by the Comptroller General, 
sliall perform such duties as may be assigned to them by him. 

(e) All official acts performed by such officers or employees specially 
designated therefor by the Comptroller General shall have the same 
force and effect as though performed by the Comptroller General 
in person. 

(f) The Comproller General shall make such rules and regulations 
as may be necessary for carrying on the work of the General Ac
counting Office, including rules and regulations concerning the ad
mission of attorneys to practice before such office. (31 U.S.C. 52) 

SEC. 312. (a) The Comptroller General shall investigate, at the 
seat of government or elsewhere, all matters relating to the receipt, 
disbursement, and application of public funds, and shall make to the 
President when requested by him, and to Congress at the beginning of 
each regular session, a report in writing of the work of the General 
Accounting Office, containing recommendations concerning the legis
lation he may deem necessary to facilitate the prompt and accurate 
rendition and settlement of accounts and concerning such other mat
ters relating to the receipt, disbursement, and application of public 
funds as he may think advisable. In such regular report, or in special 
reports at any time when Congress is in session, he shall make rec
ommendations looking to greater economy or efficiency in public 
expenditures. 

(b) He shall make such investigations and reports as shall be 
ordered by either House of Congress or by any committee of either 
House having jurisdiction over revenue, appropriations, or expendi
tures. The Comptroller General shall also, at the request of any such 
committee, direct assistants from his office to furnish the committee 
such aid and information as it may request. 

(c) The Comptroller General shall specially report to Congress 
every expenditure or contract made by any department or establish
ment in any year in violation of law. 

(d) He shall submit to Congress reports upon the adequacy and 
effectiveness of the administrative examination of accounts and claims 
in the respective departments and establishments and upon the ade
quacy and effectiveness of departmental inspection of the offices and 
accounts of fiscal officers. 

(e) He shall furnish such information relating to expenditures 
and accounting to the Bureau of the Budget as it may request from 
time to time. (31 U.S.C. 53) 
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S E C 313. All departments and establishments shall furnish to the 
Comptroller General such information regarding the powers, duties, 
activities, organization, financial transactions, and methods of busi
ness of their respective offices as he may from time to time require of 
them; and the Comptroller General, or any of his assistants or em
ployees, when duly authorized by him, shall, for the purpose of 
securing such information, have access to and the right to examine any 
books, documents, papers, or records of any such department or estab
lishment. The authority contained in this section shall not be appli
cable to expenditures made under the provisions of section 291 of the 
Eevised Statutes. (31 U.S.C. 64) 

S E C 314. The Civil Service Commission shall establish an eligible 
register for accountants for the General Accounting Office, and the 
examinations of applicants for entrance upon such register shall be 
based upon questions approved by the Comptroller General. (31 

S E C 315 through S E C 317. 
NOTE—These sections, relating to the transfer of appropriations for the fiscal 

year ending June 30, 1922, to the General Accounting Offlce, and to matters 
afEecting personnel transferred thereto, omitted from this codification as 
obsolete. 

S E C 318. This Act shall take effect upon its approval by the Presi
dent: Provided, That sections 301 to 317, inclusive, relating to the 
General Accounting Office and the [Bureau of Accounts],^^ shall take 
effect July 1,1921. 

[ S E C 319. (a) Any Comptroller General of the United States, with
in six months of the date on which he takes office, or in the case of the 
Comptroller General currently in office and any retired Comptroller 
General, within six months after enactment of this section, may in 
writing elect a reduction in his salary and retirement pay for purposes 
of survivorship benefits as hereinafter provided. 

(b) There shall be deducted from the salary and retirement pay 
of any Comptroller General or retired Comptroller General making 
an election to receive survivorship benefits a sum equal to 3 per centum 
of his salary and retirement pay. 

(c) Each Comptroller General, or retired Comptroller General, 
making an election to receive survivorship benefits, shall deposit with 
the General Accounting Office for covering into the general fund of 
the Treasury as miscellaneous receipts a sum equal to 3 per centum 
of his salary and retirement pay received by him as Comptroller Gen
eral prior to the date current deductions begin from his salary and 
retirement pay, and of his basic salary, pay, or compensation for serv
ice as a Senator, Representative, Delegate, or Eesident Commissioner 
in the Congress of the United States and for any other cirilian service 
which may form the basis of a widow's annuity as provided in sub
section (n) of this section, with interest thereon at the rate of 4 per 
centum per annum to December 31,1947, and 3 per centum per annum, 
thereafter, compounded on December 31 of each year. The current 
deductions from salary or retirement pay shall be regarded as effective 

23 The Bureau of Accounts, formerly in the Post Offlce Department was abolished and 
all functions thereof transferred to the Postmaster General by Reorganization Plan No. 3 
of 1940 (63 Sta t 1066). 
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as of the date the election of reduced salary and retirement pay for 
purposes of survivorship benefits is made, 

(d) Notwithstanding the failure of a Comptroller General or a 
retired ComptroUer General to make the deposit under subsection (c), 
credit shall be allowed for the service rendered, but the annuity of 
the widow shall be reduced by 10 per centum of the amount of such 
deposit computed as of the date of death of a Comptroller General 
or retired Comptroller General, unless such widow shall elect to elimi
nate such serrice entirely from credit under subsections (n) and (o) 
of this section. 

(e) In case any Comptroller General or retired Comptroller Gen
eral who has elected to bring himself within the purview of this sec
tion shall die while in office, or die while in receipt of retirement pay 
in accordance with section 303, after having rendered at least five years 
of civilian service computed as prescribed in subsections (n) and (o) 
of this section, for the last five years of which the salary deduction 
provided for by subsection (b) of this section or the deposits required 
by subsection (c) of this section have actually been made— 

(1) if such Comptroller General or retired Comptroller Gen
eral is survived by a widow but not by a dependent child, there 
shall be paid to such widow an annuity beginning with the day 
of his death or following the widow's attainment of the age of 
fifty years, whichever is the later, in an amount computed as 
provided in subsection (n) of this section; or 

(2) if such Comptroller General or retired Comptroller Gen
eral is survived by a widow and a dependent child or children, 
there shall be paid to such widow an immediate annuity in an 
amount computed as provided in subsection (n) of this section, 
and there shall also be paid to or on behalf of each such child 
an immediate annuity equal to one-half the amount of the annuity 
of such widow, but not to exceed $900 per year divided by the 
number of children or $360 per year, whichever is lesser; or 

(3) if such Comptroller General or retired Comptroller Gen
eral leaves no surviring widow but leaves a surviring dependent 
child or children, there shall be paid to or on behalf of each such 
child an immediate annuity equal to the amount of the annuity 
to which such widow would have been entitled under paragraph 
(2) of this subsection had she survived, but not to exceed $480 
per year. 

(f) The annuity payable to the widow hereunder shall be termi
nable upon her death or remarriage. The annuity payable to a child 
hereunder shall be terminable upon (1) his attaining the age of 
eighteen years, (2) his marriage, or (3) his death, whichever first 
occurs, except that if such child is incapable of self-support by reason 
of mental or physical disability his annuity shaU be terminable only 
upon death, marriage, or recovery from such disability. In the event 
of the death of a widow leaving a dependent child or children of a 
Comptroller General or retired Comptroller General surviving her 
the annuity of such child or children shall be recomputed and paid as 
provided in paragraph (3) of subsection (e) of this section. I n any 
case in which the annuity of a dependent child, under this subsection, 
is terminated, the annuities of any remaining dependent child or 
children shall be recomputed and paid as though the child whose 
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annuity was terminated had not survived such Comptroller General 
or retired Comptroller General, 

(g) As used herein— 
(1) The term "widow" means a surviving wife of a Comptroller 

General or retired Comptroller General who either (A) shall have 
been married to such individual for at least two years imme(Uately 
preceding his death or (B) is the mother of issue by such marriage, 
and who has not remarried. 

(2) The term "dependent child" means an unmarried chUd, includ
ing a dependent stepchild or an adopted child, who is under the age 
of eighteen years or who, because of physical or mental disability, is 
incapable of self-support. 

(h) Questions of dependency and disability arising under this 
section shall be determined by the General Counsel of the General 
Accounting Office, whose decision shall be final and conclusive. 

(i) In any case in which a Comptroller General who has elected 
to bring himself within the purview of this section is separated from 
the service prior to becoming entitled to retirement pay as provided 
in section 303, he shall be paid the total amount deducted from his 
salary, with interest thereon at the rate of 4 per centum per annum to 
December 31, 1947, and 3 per centum per annum thereafter, com
pounded on December 31 of each year to date of separation. 

(j) I n any case in which (1) any Comptroller General (A) dies in 
office before completion of five years of civilian service as prescribed 
in subsections (n) and (o) of this section, or (B) after completing 
five years of such service dies in office without any survivors entitled 
to an annuity as provided in subsection (e) of this section, or (2) in 
any case in which any retired Comptroller General dies without any 
survivors entitled to an annuity as provided in subsection (e) of this 
section, the total amount deducted from his salary and retirement pay 
with interest thereon at the rate of 4 per centum per annum to Decem
ber 31, 1947, and 3 per centum per annum thereafter, compounded on 
December Slst of each year to date of death, shall be paid to the per
son or persons surviving at the date title to payment arises, in the 
following order of precedence, and such payment shall be a bar to 
recovery by any other person: 

First, to the beneficiary or beneficiaries designated by a writing of 
a Comptroller General or retired Comptroller General received by 
the General Accounting Office prior to his death; 

Second, if there be no such beneficiary, to the widow of such Comp
troller General or retired Comptroller General; 

Third, if none of the above, to the child or children of such Comp
troller General or retired Comptroller General and the descendants 
of any deceased children by representation; 

Fourth, if none of the above, to the parents of such Comptroller 
General or retired Comptroller (jeneral; 

Fifth, if none of the above, to the duly appointed executor or ad
ministrator of the estate of a ComptroUer (General or retired Comp
troller General ; 

Sixth, if none of the above, to such other next of kin of such Comp
troller General or retired Comptroller General as may be determined 
by the General Counsel of the General Accounting Office to be entitled 
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under the laws of the domicile of such Comptroller General or retired 
Comptroller General at time of his death. 

Determinations as to the widow or child of a Comptroller General 
or retired Comptroller General for the purposes of this subsection 
shall be made by the General Counsel of the General Accounting Of
fice without regard to the definition of these terms in subsection (g) 
of this section. 

(k) In any case in which the annuities of all persons entitled to 
survivor annuities terminate before the aggregate amount of annuity 
or annuities paid equals the total amount deducted from the salary 
and retirement pay of a Comptroller General or retired Comptroller 
General, with interest thereon at 4 per centum per annum to Decem
ber 31, 1947, and 3 per centum thereafter, compounded on December 
31st of each year, to the date of his death, the difference shall be paid 
in the order of precedence prescribed in subsection (j) of this section. 

(1) Any accrued annuity remaining unpaid upon the termination 
(other than by death) of the annuity of any survivor of a Comptroller 
(jeneral or retired Comptroller General shall be paid to such survivor. 
Any accrued annuity remaining unpaid upon the death of any such 
survivor shall be paid in the following order of precedence: 

First, to the duly appointed executor or administrator of the estate 
of such person; 

Second, if there is no executor or administrator payment may be 
made after the expiration of thirty days from the date of death of 
such survivor, to such individual or individuals as may appear in the 
judgment of the General Counsel of the General Accounting Office 
to be legally entitled thereto, and such payment shall be a bar to 
recovery by any other indiridual. 

(m) Annuities granted under the terms of this section shall ac
crue monthly and shall be due and payable in monthly installments 
on the first ousiness day of the month following the month or other 
period for which the annuity shall have accrued. None of the moneys 
mentioned in this section shall be assignable, either in law or equity, 
or subject to execution, levy, attachment, garnishment, or other legal 
process. 

(n) The annuity of a widow of a Comptroller General or retired 
ComptroUer General who has elected to bring himself within the 
purview of this section shall be an amount equal to the sum of (1) 
1%: per centum of the average annual salary received by him for 
service as Comptroller General and any other prior allowable serrice 
during the last five years of such service multiplied by the sum of his 
years of service as Comptroller General, his years of serrice as a Sen
ator, Representative, Delegate, or Resident Commissioner in the Con
gress of the United States, his years of prior allowable military 
service and his years, not exceeding fifteen, of prior allowable service 
as a congressional employee and (2) three-quarters of 1 per centum 
of such average annual salary multiplied by his years of any other 
allowable serrice, but such annuity shall not exceed 37i/2 per centum 
of such average annual salary and shall be further reduced in ac
cordance with subsection (d) of this section if applicable. 

(o) As used in subsection (n) the term "service as a congressional 
employee'' means service as defined in section 1 (c) of the Civil Service 
Retirement Act, approved July 31,1956, 70 Stat. 743 (5 U.S.C. 2251). 
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The term "allowable military service" means honorable active service 
not exceeding five years in the aggregate in the Army, Navy, Air 
Force, Marine Corps, or Coast Guard, including service in the Na
tional Guard only when ordered to active duty in the service of the 
United States, when such military service is not creditable for pur
poses of retirement or retired pay under any other provision of law. 
The term "other prior allowable service" means civilian service as an 
officer or employee of the United States or the District of Columbia, 
not otherwise covered by category (1) of subsection (n) . 

(p) The total service of a Comptroller General or retired Comp
troller General shall be the full years and twelfth parts thereof, 
excluding from the aggregate the fractional par t of a month, if any. 

(q) Nothing contained in this section shall be construed to pre
vent a widow or dependent child eligible therefor from simultaneously 
receiving an annuity under this section and any annuity (including 
old age and survivor benefits) to which she would otherwise be en
titled under any other law without regard to this section, but, in 
computing such other annuity service used in the computation of an 
annuity under this section shall not be credited. 

(r) The annuities and refund of deposits authorized in this section 
shall be paid from appropriations of the General Accounting Office.^^] 

Approved, June 10,1921. 

P A R T I I - - B U D G E T AND ACCOUNTING P R O C E D U R E S ACT 
O F 1950 (64 STAT. 832, 834) 

PART II—ACCOUNTING AND AUDITING 

SHORT TITLE 

S E C 110. This part may be cited as the "Accounting and Auditing 
Act of 1950". 

DECLARATION OF POLICY 

S E C 111. I t is the policy of the Congress in enacting this part that— 
(a) The accounting of the Government provide full disclosure of 

the results of financial operations, adequate financial information 
needed in the management of operations and the formulation and 
execution of the Budget, and effective control over income, expendi
tures, funds, property, and other assets. 

(b) Full consideration be given to the needs and responsibilities 
of both the legislative and executive branches in the establishment of 
accounting and reporting systems and requirements. 

(c) The maintenance of accounting systems and the producing of 
financial reporte with respect to the operations of executive agencies, 
including central facilities for bringing together and disclosing in
formation on the results of the financial operations of the Govemment 
as a whole, be the responsibility of the executive branch. 

(d) The auditing for the Government, conducted by the Comp
troller General of the United States as an agent of the Congress be 
directed at determining the extent to which accounting and related 
financial reporting fulfill the purposes specified, financial transactions 

^ Added by Public Law 86-87 (73 Stat 197), 86th Congress. 
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have been consummated in accordance with laws, regulations or other 
legal requirements, and adequate intemal financial control over opera
tions is exercised, and afford an effective basis for the settlement of 
accounts of accountable officers. 

(e) Emphasis be placed on effecting orderly improvements result
ing in simplified and more effective accounting, fmancial reporting, 
budgeting, and auditing requirements and procedures and on the 
elimination of those which involve duplication or which do not serve 
a purpose commensurate with the costs involved. 

(f) The Comptroller General of the United States, the Secretary 
of the Treasury, and the Director of the Bureau of the Budget conduct 
a continuous program for the improvement of accounting and financial 
reporting in the Government. (31 U.S.C. 65) 

ACCOUNTING AND REPORTING PROVISIONS 

S E C 112. (a) The Comptroller General of the United Stetes, after 
consulting the Secretery of the Treasury and the Director of the Bu
reau of the Budget conceming their accounting, financial reporting, 
and budgetary needs, and considering the needs of the other executive 
agencies, shall prescribe the principles, standards, and related require
ments for accounting to be observed by each executive agency, includ
ing requirements for suitable integi'ation between the accounting 
processes of each executive agency and the accounting of the Treasury 
Department. Requirements prescribed by the Comptroller General 
shall be designed to permit the executive agencies to carry out their re
sponsibilities under section 113 of this part, while providing a basis 
for integrated accounting for the Govemment, full disclosure of the 
resulte of the financial operations of each executive agency and the 
Govemment as a whole, and financial information and control neces
sary to enable the Congi'ess and the President to discharge their re
spective responsibilities. The Comptroller General shall continue to 
exercise the authority vested in him by section 205 (b) of the Federal 
property and Administrative Services Act of 1949 (63 Stat. 389) 
and, to the extent he deems necessary, the authority vested in him by 
section 309 of the Budget and Accounting Act, 1921 (42 Stat. 25). 
Any such exercise of authority shall be consistent with the provisions 
of this section. 

(b) The General Accounting Office shall cooperate with the execu
tive agencies in the development of their accounting systems, includ
ing the Treasury Department, in the development and establishment 
of the system of central accounting and reporting required by sec
tion 114 of this part. Such accounting systems shaU be approved 
by the Comptroller General when deemed by him to be adequate 
and in conformity with the principles, standards, and related require
mente prescribed by him. 

(c) The General Accounting Office shall from time to time review 
the accounting systems of the executive agencies. The resulte of such 
reviews shall be available to the heads of the executive agencies con
cerned, to the Secretary of the Treasury, and to the Director of the 
Bureau of the Budget, and the Comptroller General shall make such 
reporte thereon to the Congress as he deems proper. (31 U.S.C. 66) 

SEC. 113. (a) The head of each executive agency shall establish and 
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maintain systems of accounting and intemal control designed to 
provide— 

(1) full disclosure of the fuiancial results of the agency's 
activities; 

(2) adequate financial information needed for the agency's 
management purposes; 

(3) effective control over and accountability for all funds, 
property, and other assete for which the agency is responsible, 
including appropriate intemal audit; 

(4) reliable accounting results to serve as the basis for prepara
tion and support of the agency's budget requests, for controlling 
the execution of its budget, and for proriding financial informa
tion reciuired by the Bureau of the Budget under section 213 of 
the Budget and Accounting Act, 1921 (42 Stat. 23); 

(6) smtable integration of the accounting of the agency with 
the accounting of the Treasury Department in connection with 
the central accounting and reporting responsibilities imposed on 
the Secretary of the Treasury by section 114 of this part. 

(b) The accounting systems of executive agencies shall conform to 
the principles, standards, and related requirements prescribed by the 
Comptroller General pursuant to section 112(a) of this part. (31 
U.S.C. 66a) 

[(c) As soon as practicable after the date of enactment of this sub
section, the head of each executive agency shall, in accordance with 
principles and standards prescribed by the Comptroller General, cause 
the accounts of such agency to be maintained on an accrual basis to 
show the resources, liabilities, and costs of operations of such agency 
with a riew of facilitating the preparation of cost-based budgets as 
required by section 216 of the Budget and Accounting Act, 1921. as 
amended. The accounting system required by this subsection shall 
include adequate monetary property accounting records as an integral 
part of the system.^^ 

SEC 114. (a) The Secretary of the Treasury shall prepare such 
reporte for the information of the President, the Congress, and the 
public as wiU present the rules of the financial operations of the 
Govemment: Provided, That there shall be included such financial 
data as the Director of the Bureau of the Budget may require in 
connection with the preparation of the Budget or for other purposes 
of the Bureau. Each executive agency shall furnish the Secretary of 
the Treasury such reports and information relating to its financial 
condition and operations as the Secretery, by rules and regulations, 
may require for the effective performance of his responsibilities under 
this section. 

(b) The Secretary of the Treasury is authorized to establish the 
facilities necessary to produce the financial reports required by sub
section (a) of this section. The Secretary is further authorized to 
reorganize the accoimting functions and install, revise, or eliminate 
accounting prcrcedures and financial reports of the Treasury Depart
ment in order to develop effective and coordinated systems of account
ing and financial reporting in the several bureaus and offices of the 
Department with such concentration of accounting and reporting as 

'"i Added by Sec. 2(b), Public Law 863 (70 Stat 782, 783), 84th Congress. 
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is necessary to accomplish integration of accounting results for the 
activities of the Department and proride the operating center for the 
consolidation of accounting results of other executive agencies with 
those of the Department. The authority vested in and the duties 
imposed upon the Department by sections 10, 15, and 22 of the Act 
entitled "An Act making appropriations for the legislative, executive, 
and judicial branches of the Government for the fiscal year ending 
June thirtieth, eighteen hundred ninety-five, and for other purposes", 
approved July 31, 1894 (28 Stat. 162, 208-210), may be exercised 
and performed by the Secretary of the Treasury as a part of his 
broader authority and duties under this section and in such a manner 
as to provide a unified system of central accounting and reporting 
on the most efficient and useful basis. 

(c) The system of central accounting and reporting provided foi' 
herein shall be consistent with the principles, standards, and related 
requirements prescribed by the Comptroller General pursuant to sec
tion 112 of this part. (31 U.S.C. 66b.) 

S E C 115. (a) When the Secretary of the Treasury and the Comp
troller General determine that existing procedures can be modified in 
the interest of simplification, improvement, or economy, with suffi
cient safeguards over the control and accomiting for the public funds, 
they may issue joint regulations providing for the waiving, in whole 
or in part, of the requirements of existing law that— 

(1) warrants be issued and countersigned in connection with 
the receipt, retention, and disbursement of public moneys and 
trust funds; and 

(2) funds be requisitioned, and advanced to accountable officers 
under each separate appropriation head or otherwise. 

(b) Such regulations may further proride for the payment of vouch
ers by authorized disbursing officers by means of checks issued against, 
the general account of the Treasurer of the United States: Provided, 
That in such case the regulations shall proride for appropriate action 
in the event of delinquency by disbursing officers in the rendition of 
their accounte or for other reasons arising out of the condition of tho 
officers' accounts, including under necessary circumstances, tlie sus
pension or withdrawal of authority to disburse. (31 U.S.C. 66c.) 

SEC. 116. The Comptroller General is authorized to discontinue 
the maintenance in the General Accounting Office of appropriation, 
expenditure, limitation, receipt, and personal ledger accounts when 
in his opinion the accounting systems and internal control of the 
executive, legislative, and judicial agencies are sufficient to enable 
him to perform properly the functions to which such accounts relate. 
(31 U.S.C. 66d) 

AUDITING PROVISIONS 

S E C 117. (a) Except as otherwise specifically provided by law, 
the financial transactions of each executive, legislative, and judicial 
agency, including but not limited to the accounts of accountable 
officers, shall be audited by the General Accounting Office in accord
ance with such principles and procedures and under such rules and 
regulations as may be prescribed by the ComptroUer General of the 
United States. In the determination of auditing procedures to be 
followed and the extent of examination of vouchers and other docu-
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ments, the Comptroller General shall give due regard to generally 
accepted principles of auditing, including consideration of the effec
tiveness of accounting organizations and systems, internal audit and 
control, and related administrative practices of the respective agencies, 

(b) Whenever the Comptroller General determines that the audit 
shall be conducted at the place or places where the accounts and other 
records of an executive agency are normally kept, he may require any 
executive agency to retain in whole or in part accounte of accountable 
officers, contracts, vouchers, and other documents, which are required 
under existing law to be submitted to the General Accounting Office, 
under such conditions and for such period not exceeding ten years 
as he may specify, unless a longer period is agreed upon with the 
executive agency: Provided, That under agreements between the 
Comptroller General and legislative and judicial agencies the pro
visions of this sentence may be extended to the accounts and records 
of such agencies. (31 U.S.C. 67) 

GENERAL PROVISIONS 

SEC. 118. As used in this part, the term "executive agency" means 
any executive department or independent establishment in the execu
tive branch of the Government but (a) except for the purposes of 
sections 114,116, and 119 shall not include any Government corpora
tion or agency subject to the Government Corporation Control Act 
(59 Stat. 597), and (b) except for the purposes of sections 111, [113 
(c)],2« 114, 116 shaU not include the Post Office Department. (31 
U.S.C.65a) 

SEC 119. The head of each executive agency is authorized to desig
nate the place or places, at the seat of government or elsewhere, at 
whicii the administrative examination of fiscal officers' accounts will 
be performed, and with the concurrence of the Comptroller General 
to waive the administrative examination in whole or in part: Provided, 
That the same authority is hereby conferred upon the officers respon
sible for the administrative examination of accounts for legislative 
and judicial agencies. (31 U.S.C. 65b) 

TITLE II—APPROPRIATIONS 

AUTHORIZATIONS FOR APPROPRIATIONS 

SEC 201. No requests for legislation, which, if enacted, would au
thorize subsequent appropriations for a department or establishment 
in the executive branch of the Government, shall be transmitted to 
the Bureau of the Budget, to the President, or to the Congress by 
such department or establishment, or by any organization unit there
of, without the prior approval of the head of such department or 
establishment. (31 U.S.C. 681b) 

A D J U S T M E N T OF APPROPRIATIONS FOR REORGANIZATION 

SEC. 202. (a) When under authority of law a function or an activ
ity is transferre(i or assigned from one agency within any department 
or establishment to another agency in the same department or estab-

^ Added by Sec. 2 ( c ) , Public Law 863 (70 S t a t 782. 783) , 84th Congress. 
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lishment, the balance of appropriations which are determined by the 
head of such department or establishment to be available and necessary 
to finance or discharge the function or activity so transferred or 
assigned may, with the approval of the President, be transferred to, 
and be available for use by, the agency to whicli said function or 
activity is transferred or assigned for any purpose for which said 
funds were originally available. Balances so transferred shall be 
credited to any applicable existing appropriation account or accounts, 
or to any new appropriation account or accounts, which are hereby 
authorized to be established, and shall be merged with funds in the 
appUcable existing or newly established appropriation account or 
accounts and thereafter accounted for as one fund. 

(b) When under authority of law a function or activity is trans
ferred or assigned from one department or establishment to another 
department or establishment, the balance of appropriations which are 
determined by the President to be available and necessary to finance 
or discharge the function or activity so transferred or assigned, shall 
be transferred to and be available for use by the department or estab
lishment to whioh said function or activity is transferred or assigned 
for any purpose for which said funds were originally available. Bal
ances so transferred shall be credited to any applicable existing ap
propriation account or accounts, or to any new appropriation account 
or accounts, which are hereby authorized to be established, and shall 
be merged with funds in the applicable existing or newly established 
appropriation account or accounts and thereafter accounted for as 
one fund. (31 U.S.C. 581c). 

TITLE III—REPEALS AND SAVING PROVISIONS 

REPEALS 

SEC 301. The following Acts and parts of Acts are hereby repealed: 
NOTE.—Repeals numbered (1) through (106) omitted from this codification. 

SAVING PROVISIONS 

SEC 302. (a) The omission of any provision of law from the pro
visions of law repealed under section 301 shall not be construed as 
limiting the application of section 201 or 216 of the Budget and Ac
counting Act, 1921, as amended, or the powers of the President there
under, or as evidencing an intent that such provision was not to be 
superseded by such sections. 

(b) Whenever any law authorizes expenditures for a particular 
object or purpose to be made from an appropriation item referred to 
in such law by the specific title theretofore used for that appropriation 
item in the appropriation Act concerned, and thereafter such title is 
changed or is eliminated from such appropriation Act, expenditures 
for such object or purpose thereafter may be made from any (5or-
responding appropriation item, 

(c) Except where authority for performance of a function is spe
cifically repealed in section 301, none of the provisions of such section 
shall be construed as affecting the jurisdiction or responsibility of any 
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agency or officer of the Government over any function or organiza
tional unit referred to in such section. 

(d) Existing laws, policies, procedures, and directives pertaining 
to functions covered by this Act, and not inconsistent herewith or re
pealed hereby, shall remain in full force and effect unless and until 
superseded, or except as they may be amended, under the authority 
of this Act or under other appropriate authority. 

Approved September 12,1950. 

GSeSG—61——20 





APPENDIX B 

SENATE COMMITTEE ON GOVERNMENT OPERATIONS 

NOVEMBER 24, 1954. 

STAFF MEMORANDUM NO. 8 3-2-33 

Subject: Appointment of ComptroUer General of the United States. 
On November 8, 1954, the President of the United States submitted 

the nomination of Joseph Campbell, of New York, to be Comptroller 
General of the United States for a term of fifteen years, vice Lindsay 
C. Warren, retired. In executive session, on November 9, 1954, the 
Senate referred the nomination to the Committee on Govemment 
Operations. 

The following historical data relating to the creation and functions 
of the offioe of the Comptroller General has been compiled by the staff 
for the information of members of the committee. 
Background 

Prior to the First World War, the auditing functions of the Gov
ernment were carried on primarily through auditors in the various 
Executive Departments, under directives prescribed by the Comp
troller of the Treasury. The Secretary of the Treasury prescribed 
forms for keeping and rendering all public accounts, except those re
lating to postal revenues and expenditures. In an effort to better co
ordinate the accounting unite scattered throughout the agencies of the 
Federal Government, which had proven to be totally inadequate to 
meet the needs of increased Federal expenditures incident to the World 
War, the Secretary of the Treasury placed all of the auditing offices 
under the administrative supervision and direction of the Comptroller 
of the Treasury. This action was in accord with recommendations 
of the President's Commission on Efficiency and Economy, with the 
objective of obtaining "more expeditious auditing results and to co
ordinate the work of the accounting offices so far as possible under 
existing law" (Annual Report of the Secretary of the Treasury, 1920, 
page 243). 

Steps were then taken to establish a national budget, through the 
introduction of bills providing for a new budget system directly under 
the President, and to authorize the Secretary of the Treasury to act 
as the President's agent in preparing the budget. In their original 
form, these proposals provided for the creation of an office independent 
of the Executive, whose head would be responsible to the Congress. 
The purpose of this proposed legislation was to insure that independent 
audits of Federal expenditures would be made, and fuU information 
on executive branch activities and operations would be available to the 
Congress for appropriate legislative and appropriation actions. 

297 
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On June 19, 1919, the Senate adopted a resolution providing for a 
select committee to study the proposed budget agency. The House 
adopted a similar resolution on July 31, 1919. Following extensive 
hearings and studies, the proposal to create a General Accounting Of
fice was developed. The objective was to transfer to this new office the 
duties performed by the Comptroller of the Treasury and the six audi
tors of the Treasuiy for the Executive Departmente, and to make it en
tirely independent of Executive control and responsible only to the 
Legislative Branch. 

The Congress devoted a great deal of effort toward perfecting legis
lation and establishing procedures to insure that the new agency 
would be independent of the Executive Branch and directly respon
sible to it. Much thought was given to the inclusion of a provision by 
which the proposed heads—the Comptroller General and the Assistant 
Comptroller General—would be appointed by the Congress as its 
agente without any Presidential influence or control. Two major 
objections were raised to this latter procedure: (1) That it might in
volve a constitutional question as to the authority of the Congress to 
make appointments of Federal officers or take action which might 
affect the power of the President over the appointment of such officers, 
and (2) whether or not the terms of these officers might be terminated 
by succeeding Congresses on a possible partisan political basis. 

To meet these objections, the appointive power was vested in the 
President, under conditions which were designed to guarantee tenure 
of office on a basis similar to the appointment of Federal judges, in 
the sense that they were not removable by the President. The bill, 
as approved by the Congress, provided that the Comptroller General 
or Assistant Cfomptroller General were to serve during good beharior, 
and could be removed only when either officer "is incapacitated, or 
has become mefficient, or has been guilty of neglect of duty, or of 
malfeasance in office, or of any felony or conduct involving moral 
turpitude * * * and for no other cause and in no other manner 
except by impeachment," and that, where action was to be instituted 
to remove either of these officers, under the prescribed conditions, only 
action by the Congress itself, through the adoption of a concurrent 
resolution, would be effective in bringing about such removal. This 
bill was vetoed by President Wilson on June 4, 1920, on the ground 
that the provision authorizing removal by concurrent resolution of 
Congress was in violation of the constitutional authority vested in the 
Chief Executive to remove appointive officers, and its enactment 
would be an encroachment on the authority of the President. The 
bill did not become law, since the Congress had no opportunity to 
act on the veto before adjournment. 

A similar bill was reintroduced and passed by the new Congress, 
and approved by President Harding on June 10, 1921, as the Budget 
and Accounting Act of 1921. No substantive change was made in 
the bill as passed by the Congress in 1920, except that the term of 
office of botli the Comptroller General and the Assistant Comptroller 
General was fixed at 15 years; the Comptroller General's tenure was 
limited to one term; and provision was made for removal of either 
official for cause by Congress by joint resolution, instead of by con
current resolution. The effect of this latter change was to require 
Presidential approval of the congressional action, and a subsequent 
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overriding of a Presidential veto in the event that the President re
fused to sign the resolution. 

I n the Conference Report (H. Eept. No. 96, 67th Congress) the 
Managers' statement includes the following explanation: 

The Senate bill provides that the Comptroller General 
and the Assistant Comptroller General shall hold office for 
seven years, but may be removed at any time for the causes 
named in the bill by joint resolution. The House bill pro
vides that the Comptroller General and the Assistant Comp
troller General shall hold office during good behavior, but 
may be removed at any time by concurrent resolution of Con
gress for the causes named in the bill. The bill as agreed 
upon in conference fixes the terms of office of the Comptroller 
G-eneral and the Assistant Comptroller General at 15 years, 
provides for their removal at any time by joint resolution of 
Congress for the causes named in the bill, and further pro
vides that no Comptroller General shall serve more than one 
term. 

Studies which led to the enactment of the Budget Act clearly estab
lished the fact that then existing accounting and auditing methods 
were thoroughly inadequate, unsatisfactory, and expensive; that in
vestigations found to be necessary to ascertain certain pertinent facts 
relating to the administration of laws and expenditures of funds were 
frequently conducted in a partisan manner; that the staffs conducting 
such investigations were technically incompetent; and that the efforts 
of the Congress, in establishing ten Committees on Expenditures of 
the Executive Departments in the House of Representatives, had 
demonstrated that this procedure failed to provide the Congress with 
essential information on which to legislate or to control the expendi
ture of public funds. 

The debates in the Congress clearly established that the major pur
pose of the Budget Act was to provide the Congress with an agency 
responsible to it alone, in order to enable the Legislative Branch to 
obtain, through its own representatives, required information regard
ing the operations of the Executive Branch and the expenditure of 
authorized funds. I t was held essential that such an agency should be 
established to enable the Congress to keep fully informed regarding 
increasing Federal expenditures, in order that it might carry out its 
constitutional functions and retain its control over Federal expendi
tures and the administration of basic laws. 

Representative James W. Good, Chairman of the House Committee 
which reported the bill to the House, stated in the House: 

I t was the intention of the Committee that the Comptroller 
General should be something more than a bookkeeper or ac
countant, that he should be a real critic and at all times should 
come to Congress no matter what the political complexion of 
Congress or the Executive might be and point out inefficiency 
if he found that money was being misapplied—which is an
other term for inefficiency—and that he should bring such 
facts to the notice of the committees having jurisdiction of 
appropriations. 
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Representative Martin B. Madden, another member of the Com
mittee reporting this legislation, who later became Chairman of the 
House Committee on Appropriations, described the Comptroller Gen
eral as to the instrumentality through which the Legislative Branch-
of the Government could get information it has not previously been 
able to get, and thus enable the people's representatives to criticize 
constructively any waste or extravagance of the administration. 

The following are further extracts from the House proceedings 
which emphasize the purpose and intent of the Congress in enacting 
the Budget and Accounting Act of 1921: 

Mr. GOOD (Oct. 17, 1919, Congressional Record, p. 7085). 
The position is a semi judicial one and the tenure in office is 
made secure so long as the official performs his work in a fear
less and satisfactory way. * * * the comptroller general 
provided for under this bill will become the real guardian of 
the Treasury of the United States. * * * The creation of 
an independent auditing department will produce a wonder
ful change. The officers and employees of this department 
will at all times be going into the separate departments in the 
examination of their accounts. They will discover the very 
facts that Congress ought to be in possession of and can fear
lessly and without fear of removal present these facts to 
Congress and its committees. The independent audit will, 
therefore, I believe accomplish a threefold result: 

First . I t will serve to inform Congress at all times as to 
the actual conditions surrounding the expenditure of public 
funds in every department of the Government; 

Second. I t will serve as a check on the President and those 
under him in the preparation of his budget; 

Third. I t will require every Cabinet member to make a 
study of his department, to the extent that he will become 
master of the work of the various bureaus under him. He 
will be made to realize what he has not realized in the past, 
that he will be responsible for the waste and extravagant use 
of public funds appropriated for the use of his department. 

Mr. BYRNS (Oct. 17,1919, p. 7088). The pending biU seeks 
to prevent this by making provision, as far as can be done 
under our Constitution, for an officer responsible only to 
Congress, whose duty it shall be to audit and pass upon the 
legality of all Government expenditures. 

Mr. MADDEN (Oct. 17, 1919, p. 7093). I t is proposed to 
create this auditor and comptroller general so that he may be 
able to pass on all of the legal phases of every expenditure and 
at the same time audit the accounts and to make him so inde
pendent of the executive branch of the Government that no 
infiuence of any kind can be exercised over him in the dis
charge of his duties. 

Mr. TAYLOR (Oct. 18,1919, p . 7128). They were intended to 
be made entirely independent of the President and all the 
executive departments of the Government. They are respon
sible only to Congress. * * * They will have to be cold
blooded and cut down appropriations in every direction that 
they deem proper and eliminate duplication and any 
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superfluous employees and antiquated methods and antiquated 
people and inaugurate efficiency and up-to-date business 
methods, and they have very great and far-reaching respon
sibilities, and they must have a free hand to properly perform 
their very great duties. 

Mr. GOOD (Oct. 18, 1919, p. 7131-2). The intention was 
that this department should be more an arm of the Congress 
than of the executive department. * * * The comptroller 
general is a semijudicial one. I can conceive of no official 
of the United States who will have more power than the 
comptroller general of the United States. We ought to invite 
to that office the very best talent that is obtainable; and in 
order to do that you must make the tenure of office somewhat 
permanent and hold out an inducement to the man who may 
occupy it, so that when he retires, if he is not retired by 
concurrent resolution, he will have something on which he 
will be able to live. * * * 

This department is created to put a stop to that sort of thing 
in the executive department, and the only way you can do it is 
to have men going out through these other departments 365 
days in the year to bring to Congress the information as to 
the real status in those departments. That is, in part, the 
purpose of this department. * * * 

* * * the comptroller general will pass first on the legality 
of every expenditure. Second, he will audit the accounts in a 
big way for all of the departments, and he will have under 
him a trained corps of auditors, who will owe their position to 
the fact that they are auditors rather than that they have 
performed political services. Political auditors are now se
lected. Of the six auditors, only one had ever done any 
auditing before. The others were men selected because of 
their political pull, and it is not businesslike for Congress to 
be held responsible for appropriations and having no check 
upon the expenditures after they are made. No business insti
tution in the country would give a million dollars to a man to 
spend for a certain thing and allow him to audit his own 
accounts. That is the system we have now. We want an 
independent audit, so that Congress can know whether or not 
the money it has appropriated has been expended for the 
purposes for which it was appropriated. And we want him 
to be able to say it to them without fear of being removed 
by the executive that he criticizes. That is the purpose of this 
provision. 

Mr. CANNON (Oct. 18, 1919, p. 7132). The Comptroller of 
the Treasury Department now passes upon appropriations as 
to whether finally it would be legal or illegal to expend the 
money for the purpose spoken of. A man by the name of 
Taylor, of Ohio, was comptroller when I came to Wash
ington. He was a very competent man in every respect. 

A law came up for him to construe as to the expenditure 
of an appropriation. Grant was President. Mr. Taylor 
would not construe it for the purpose proposed. They could 
not get him to do it. He said that was contrary to the spirit 
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of the law that made the appropriation. Wliereupon word 
came to him that he must make that construction or he would 
be removed. His reply was, " I tender my resignation to the 
President, because I will not make that construction." And 
President Grant had the good sense to let him stay, and he 
did stay until he died. Now, I want a man that is not to be 
subject to patronage in the construction of the law that makes 
the appropriation. 

Mr. HAWLEY (Oct. 18, 1919, p. 7136). Abs()lutely inde
pendent from the spen(Ung departments. We give it a ju(U-
cial status. I t examines questions as a court examines ques
tions, upon the law and upon evidence. * * * We thought 
that these men, having a judicial status, ought to have a 
ju(Ucial tenure of office. We have thought that they ought 
to be secure in the tenure of office unless they were incompe
tent, guilty of malfeasance of office, or dereliction of duty, 
or have otherwise shown themselves unfit to hold their places. 
Then they can be removed if in the judgment of the two 
Houses of Congress they ought to be removed. * * * he is 
our officer, in a measure, getting information for us, to en
able us to reduce expenditures and to keep adrised of what 
the spending departmente are doing. If he does not do his 
work properly, we, as practicaUy his employers, ought to be 
able to discharge him from his office. 

Mr. TEMPLE (Oct. 20, 1919, p. 7211). I t is thought de
sirable to have the audit made by an independent agency of 
the Government not under the control of any spending de
partments. The people who spend the money are not the 
proper people to audit the accounts. Of course, there will be 
an executive audit. Every disbursing officer will have to 
have proper accounte and in every one of the departmente 
there will be the ordinary executive audite, but when we 
come to the independent audit, that agency ought to be under 
the control of the same authority that appropriates the 
money. * * * if the bill is passed this would give the legis
lative branch of the Government control of the audit, not 
through the power of appointment, but through the power of 
removal. I t seems to me that the whole plan gete back to the 
scheme of the Constitution of the United States. I t restores 
something of the power that Congress formerly had and 
ought to have, but which in practice has been largely taken 
over by the Executive. 

Mr. PuRNELL (Oct. 20, 1919, p. 7215). The third step, 
and a most important one, is the audit and control of the ex
penditures of the Government. Heretofore the executive 
branch of the Government has occupied the awkward position 
of auditing its own accounts. All are agreed that this is 
wrong in principle. I t was the unanimous judgment of the 
committee that the power of audit and control should be 
lodged with the legislative rather than the spending branch 
of the Government. We propose to clothe the Executive 
with full power to survey and determine the financial needs 
of the Government as well as make estimates therefor. We 
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reserve to the Congress the power of making the appropria
tions and of seeing that the money is properly spent. This 
bill prorides for an officer to be known as the Comptroller 
General, whose duty it shall be to audit and pass upon the 
legality of all Government expenditures. He shall be re
sponsible only to Congress and shall be removable by Con
gress alone, and then only for cause. He and his assistant 
are to be appointed by the President, with the approval and 
consent of the Senate. The creation of this independent 
auditing department will accomplish three things. I t will 
serve to keep the Congress informed as to actual conditions 
surrounding the expenditure of public funds. I t will serve 
as a check on the President in the preparation of the 
budget. * * * I t will require every Cabinet officer and de
partment head to make a study of his department and know 
ite real financial needs. 

Mr. MADDEN (Oct. 21, 1919, p. 7277). * * * the amend
ment of the gentleman from Missouri giving power to the 
President of the United States to discharge this man when
ever he pleases makes the office of the comptroller auditor 
general a political football. That is what we are trying to 
avoid. We are trying in this bill to take away the power of 
the President of the United States to spend the money and 
at the same time audit his own expenditures. We are trying 
to give the power of au(Ut to the people, and this provision of 
the bill reported by the committee does exactly that. * * * 
The comptroller auditor general has no power to take away 
the discretion of a Cabinet officer as to what shall be done in 
the discharge of his duty, but he has the power only to pass 
upon the legal phases of the expenditure of the appropria
tions, and incidentally to report any delinquencies that may 
be found in any department in the course of the execution 
of the work of the department. * * * The man who is the 
Comptroller General should be the instrument of the people, 
provided for by the Congress, and if you adopt the amend
ments suggested you destroy every vestige of the people's 
right to supervise and survey the expenditure of their money, 

Mr. ANDREWS (Oct. 21,1919). Neither the President of the 
United States, a member of his Cabinet, nor anyone that has 
a claim before the Comptroller General, has any right to dic
tate to him what his decision shall be upon the law and the 
facts involved in the case. I t is a judicial determination, just 
as clear and distinct as any question in court, and the chair
man of this committee is absolutely right when he says that 
judicial powers reside here and must be exercised by the 
Comptroller General. Beyond that the President cannot 
go; beyond that a Cabinet officer cannot go; beyond that 
a claimant cannot go. There is a course of procedure, 
however, which may be adopted. Anyone who feels 
aggrieved by the decision, taking issue with the finding 
of the Comptroller, may go to the Court of Claims and sue 
there to protect his rights, and may also go on to the Supreme 
Court of the United States. Here is a direct line of judicial 
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procedure. I f we should strike out this prorision of the bill 
which would give to Congress the power to remove the 
Comptroller General, we would destroy one of the most com
mendable features of the bill. 

Mr. TEMPLE (Oct. 21, 1919, p. 7280). The report of the 
Comptroller General should be made to the power which 
makes the appropriations. * * * We have control of the 
purse, and the Executive has no control of any money except 
moneys appropriated by Congress. The report should be 
made to the appropriating power; and the auditing power, it 
seems to me, with its judicial functions considered especially, 
should be as independent of the executive power as are other 
officers exercising judicial functions. 

Mr. GOOD (Oct. 21, 1919, p. 7282). By the creation of this 
department it is intended to make it thoroughly independent 
of the executive departments. The gentleman's amendment 
if adopted absolutely reverses the whole plan of the bill and 
instead of having a budgetary system with a Comptroller 
General to audit and control the accounts of the (govern
ment fearlessly and to do his work efficiently, we substitute 
for that a man who would hold his office not because of his 
ability but because of his political service. 

That is the plan we are trying to get away from, and that 
has been the evil in our present plan. Unless you throw 
around the Comptroller General all the safeguards that will 
make him absolutely independent and make those whom he 
appoints independent and fearless, I fear we will find the same 
condition existing that inheres in the present system; that is, 
that your auditors and the Comptroller General dare not 
criticize an executive official. They cannot become inde
pendent in action. 

Mr. BLAND (Oct. 21,1919, p. 7282). Did not the committee 
contemplate that the Comptroller General might not only be 
brought into conflict with the executive department and with 
the executive branches of the Government, but sometimes 
with one side or the other of the aisles in Congress, and pos
sibly both sides, in the impartial discharge of his duties ? 

Mr. GOOD. Absolutely. That department ought to be inde
pendent and fearless to criticize wrong expenditures of money 
wherever it finds them. I t ought to criticize inefficiency in 
every executive department where inefficiency exists, and one 
of the troubles with our present system is that the auditors 
dare not criticize. If they criticize, their political heads will 
come off. 

Mr. MADDEN. But the purpose is to separate the comptroller 
and auditor from the executive branch of the Government and 
leave it free as an instrumentality through which the legisla
tive branch of the Government can get information which it 
has not been able to get heretofore, and thus leave the people's 
representative to criticize any waste or extravagance of the 
administration by whomever it may be presided over. 

Mr. NELSON. The independent audits provided for in this 
bill are, in my judgment, of tremendous importance, and are a 
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distinct advance in the determination of our expenditures, and 
to ascertain correctly how our large appropriations should 
be expended, and will help us to eliminate waste and extrav
agance whicli are so liable to creep in under a system of ex
penditures such as our Government has had in the past. 

Mr. BLACK (May 5,1921, p. 1081). Mr. CHiaimian, I agree 
with the statement, as I am sure we all agree, that the Comp
troller General should not be a political office. I do not think 
the proposed Comptroller General should be any more of a 
political office than membership on the Federal Reserve Board 
should be a political office. Both classes of officials have very 
important duties to perform, which are strictly nonpolitical, 
and they should be entirely removed from politics. * * * 

Mr. BYENS of Tennessee (pp. 1081-1082). * * * The 
Comptroller General is the representative of Congress. He 
does not represent the Executive in any sense of the word, and 
the whole idea of the Budget Committee was to make him 
absolutely and completely independent of the Executive. 
The idea was to make him independent of the appointing 
power of any Executive who may hereafter follow him. 

Now, Mr. Chairman, whenever you undertake to limit the 
term of the Comptroller General as suggested and to provide 
that he shall have to be reappointed by the President in 
seven years, you do that which the committee hoped would 
not be done. You deprive him of independence and make 
him subject, to some extent at least, to influence on the part 
of the Executive. In other words, if he knows that he has 
got to come to the Executive for his reappointment there will 
necessarily arise in his mind the necessity of not "getting in 
bad," so to speak, with these departments and his usefulness 
may be impaired. The committee hoped to make him inde
pendent of that sort of influence, so that when he came to 
audit the expenses he would be free in the fullest sense to 
audit them in accordance with the intent and purpose of 
Congress, and would know that in this way he would guar
antee his tenure in office for the time stated in this bill. That 
was the whole object that the committee had in mind, and I 
hope the House will vote down this amendment. * * * 

Mr. BYRNS (May 27,1921, p. 1856). * * * The Senate had 
a provision of seven years' tenure for the Comptroller Gen
eral. The House was very firmly of the opinion that the 
Comptroller General should be to all intents and purposes an 
officer of the Congress and that he should be responsible 
alone to the Congress and absolutely independent of the ex
ecutive department. Upon him rests the duty of auditing the 
expenditures of the various executive departments, of advis
ing the Congress from time to time as to the manner in which 
the funds appropriated have been expended, and giving to the 
Congress advice as to economies which might be effected and 
as to the application of appropriations by the various depart
ments. In order that he be independent of the Executive it 
was important that he should not be trimming his sails for 
reappointment. The conferees therefore agreed upon a 15-
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year tenure of office for the Comptroller General with a pro
vision making him ineligible to reappointment. Personally, 
I am more pleased with that than the House provision, be
cause I do not favor life tenure. As I say, the one idea of 
the committee and of the House in the adoption of the bill as 
it was passed by the House was to make the Comptroller 
General independent of the Executive. 

From this brief outline of legislative history, it becomes clear that 
the Congress created the General Accounting Office as an agency 
through which it could maintain an independent check upon the fiscal 
operations of the executive departments and independent establish
ments of the Government—the machinery by which the legislature 
exercises much of its control of the purse. This control, as delegated 
to the General Accounting Office, applies only to the executive branch 
of the Government and not to the legislative or judicial, and i t extends 
to both receipts and issues of the United States Treasury. The 
Budget and Accounting Act of 1921, the same legislative action by 
which the Congress established an audit agency to serve it adequately, 
created the Bureau of the Budget as an agency of the President, to 
enable him to determine the needs of the various Federal agencies, 
and to prepare an official budget for carrying on necessary Federal 
activities. Thus, the Bureau provided the President with an agency 
through which he may keep an accurate check on the expenditures and 
operations of the various agencies of the Govemment, and to establish 
uniform Executive policies. 

Appointing and Removal Powers of the President 
In 1928, there was published as a Senate Document a definitive 

treatise on, the appointing and removing power of the President of 
the United States (S. Doc. No. 172, 70th Cong., 2d sess.), which in
cluded a discussion of the section of the proposed Budget and Ac
counting Act of 1921 which provided for the appointment of the 
Comptroller General by the President and removal by concurrent 
resolution of the Congress. The following extracte are quoted from 
the penetrating analysis of the legality of this provision with special 
reference to the intent of Congress in establishing the General Ac
counting Office: 

The proper interpretation of this clause of the Budget bill 
involves a careful consideration of the necessities of the occa
sion. I t is an admitted fact that the Government is now 
called upon to spend through its executive agencies billions 
of dollars yearly out of the Public Treasury, necessitating 
the imposition of high and burdensome taxes upon the people 
as a whole. I t is also an admitted fact that the machinery 
for the examination, audit, control and report on these ex
penditures fails to give an adequate protection to the tax
payer. Congress is creating a new office—the General Ac
counting Office of the United States—to be under the (Urec-
tion of a Comptroller General who shall be absolutely inde
pendent of the Executive and at the same time occupy a very 
close and intimate relationship to Congress itself. The 
purpose of this action is to provide an official who will be able 
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without fear of Executive control or Executive removal to 
go into the executive departments where the money is being 
spent and to investigate and report his findings to the Con-
gressj Congress is responsible to the people under the 
Constitution for the appropriation of all money from the 
Treasury. 

The President has no proper concern either in the ap
pointment or in the removal of this officer. The fact that he 
is appointed by the President in the Budget bill is a conces
sion to the constitutional necessities of the occasion. If Con-
fress could constitutionally appoint such an officer he would 

e so appointed. But as to his removal i t is absolutely vital 
that it should rest with Congress if this officer is to have any 
independence to report what he finds. Congress should have 
the initiative in the removal. The concurrent resolution 
preceded by notice and hearing before the appropriate com
mittee as a method of removal appears to be justifiable both 
in fact and in law. If there are constitutional doubts they 
should be resolved in favor of Congress. 

The framers of the Constitution were very zealous of the 
preservation of the legislative branch of the Government 
from encroachments by the Executive. They were careful 
to give Congress the fullest control over public finance, 
but they could not foresee these days of stupendous expendi
tures nor the modern methods necessary for their proper 
control. And, although the letter of the Constitution ap
pears adverse to the establishment by Congress of an inde
pendent audit, yet the spirit is in favor of it. The idea 
embodied in this section of the Budget bill is in harmony 
with the purposes and aims which the framers had in mind in 
drafting the financial clauses of the Constitution. They de
sired to protect the taxpayer from the irregular expenditures 
of public funds by the Executive. Looking beyond the form 
to the substance, the second phase of the President's veto 
rests also on an insecure foundation. 

Rather than give the President the power to remove this 
officer it would be wiser to provide that he can be removed 
only by impeachment. This would put him in the same 
category as that of the judges * * * (pp. 97-99). 

Comments of Former Solicitor General and Representative James 
M. Beck {R., Pa.) 

In his book, entitled "Our Wonderland of Bureaucracy" (New 
York, 1933), former Representative Beck, Avho served in the 70th 
through the 73rd Congresses, recounts the change which took place 
in his views concerning the complete independen{» of the ComptroUer 
General from executive control, as follows: 

When the author was Solicitor General a bill had been 
introduced in the House and referred to its Committee on the 
Judiciary, affecting the powers of the Comptroller General, 
and the author made an argument on May 27, 1924, before 
the Committee to the effect that there should be no official 
at the head of the accounting system, who was not respon-
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sible to, and removable by the President, No action was 
taken on the bill by the Committee and subsequently in my 
argument of the Myers case I attempted to strengthen it 
by reference to the Comptroller General's tenure of office, 
foUowing in some respects my argument before the House 
Committee on the Judiciary. After I had resigned the 
office of Solicitor General and pending the decision of the 
Supreme Court of the United States in the Myers case, 
I had the leisure and opportunity to examine more thorough
ly the history and jurisdiction of the Comptroller General's 
office and after the decision was handed down in the Myers 
case I stated in an article in the New York Times, Sunday, 
November 7, 1926, that the decision did not necessarily in
clude legislative agents of Congress, who are not in strict
ness executive officers and therefore not removable by the 
President and I added that among such limited class of 
officers "the Comptroller General is regarded as the special 
representative of Congress in seeing that its appropriations 
are faithfuUy disbursed." 

My further study and reflection and especially my service 
in the House of Representatives have convinced me that 
my first position in this matter was unsound and that it is 
necessary, to prevent irresponsible spending of public funds, 
that the Comptroller General be responsible only to Con
gress. Congress has the power over the public purse. I t is 
its greatest j^ower, and in the history of the English-speaking 
race, it has been a most potent one, not merely in safeguard
ing the Commonwealth but the liberties of the citizen. To 
enable Congress to retain full control over the public purse, 
it must have its own appropriate agency. That agency is 
the Comptroller General and he must be independent of the 
Executive. 

This method—so consistent with the best traditions of the 
English-speaking race—^has been admirably vindicated by its 
results. No scandal has ever besmirched the office of Comp
troller General and there would be fewer suggestions of 
favoritisins and scandals in the bureaucracy, if the Comp
troller General were given more power. 

Proposed Creation of an Accountant General in tfie Department of 
the Treasury 

In its report on Budget and Accounting in 1949 (repeated in the 
reports on the Department of the Treasury and Concluding Report) , 
the Hoover Commission recommended the establishment of an Ac
countant General in the Department of the Treasury, with authority 
to prescribe general accounting methods and enforce procedures sub
ject to the approval of the Comptroller General. Commissioners 
John L. McClellan and Carter Manasco dissented from this recom
mendation, as follows: 

We have been reluctant to present minority views, prefer
ring to be in the position of supporting and facilitating ac
tion on the Commission's recommendations. But when the 
Commission goes afield of its jurisdiction and makes recom-
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mendations and attempts changes in an agency of the Con
gress, we are compelled to dissent. The majority contends 
that there is no inherent conflict, but the adoption of its rec
ommendations would require legislation transferring the 
function of prescribing administrative appropriation and 
fund accounting systems from the General Accounting Office 
to the Treasury Department. 

We do not believe the Congress will consent to the strip
ping of its agency of effective authority over accounting 
systems. A similar proposal was a major factor in bringing 
about the defeat of the entire Reorganization Program in 
1937. This renewed effort to have the Congress shirk its 
constitutional duty and relinquish its authority over public 
expenditures to the executive branch of the Government by 
transferring general accounting functions from ite own 
agency to an office in the executive branch may again ad
versely affect the entire Reorganization Program. 

The Committee on Government Operations (the then Conmiittee 
on Expenditures in the Executive Departments) held hearings on 
a bill (S. 2054) which proposed to implement the Hoover Commis
sion's recommendations, in February and March 1950, at which time 
numerous witnesses expressed opposition to the proposal to create 
an Accountant General, on the general premise that it would effec
tively destroy the present functions of the General Accounting Office 
as an agency of the Congress and would place the functions of the 
General Accounting Office under the Executive. 

In reporting the committee bill (S. 3850) which grew out of these 
hearings, this committee made the following commente relative to 
the recommendation of the Hoover Commission for the establishment 
of an Accountant General (S. Rept. No. 2031, Slst Cong., dated July 
12, 1950) : 

Under a policy established and steadfastly adhered to by 
the Congress, the Comptroller General of the United States, 
as an agent of the Congress, has been vested with authority to 
prescribe accounting requirements for each of the executive 
agencies as an essential to legislative control of appropria
tions and expenditures in the executive branch. The coni
mittee feels that this long-established policy of Congress is 
an essential legislative control over puiDlic financial transac
tions and must be held inviolate. I t has, therefore, rejected 
this proposal of the Hoover Commission. The bill does fill in 
certain gaps in the Comptroller General's authority, how
ever, and he will be enabled to exercise all his authority on 
the same high level of principles, standards, and related re
quirements, consistent with the assumption by the agencies 
of their responsibility to develop their own detailed systems 
and procedures. 

I n the opinion of this committee, not only is the question of 
appointing an Accountant General to supersede the repre
sentative of Congress—the Comptroller General—a substan
tive policy matter, but the committee further believes that this 
proposal also concerns primarily the legislative branch of the 
Government rather than the executive branch, over which the 
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Hoover Commission had no jurisdiction in conducting its 
survey for reorganizations in the Federal Government. 

Comments of the Convmittees on Govemment Operations 
The House Committee, on July 13, 1954, accepted the language of 

the Senate report and included the above-quoted comments in its own 
report (House Rept. No. 2556, Slst Congress), indicating its approval 
of the position taken by this committee. 

Also, in a report entitled, "The General Accounting Office—A Study 
of I t s Functions and Operations" (H. Rept. No. 1441, Slst Congress), 
filed in the House of Eepresentatives by a subcommittee of the House 
Committee on Government Operations, on October 14, 1949 (under a 
subhead, entitled "Financial Control By Congress Must Be Carefully 
Guarded"), the committee concludes tha t : 

The legislative control of public funds is the basis upon 
which the fiscal policy of this Government is built. I t is a 
part of our system of checks and balances. Checks by the 
Congress itself and by ite agent, the General Accounting 
Office, are means of enforcement. During the past 10 or 15 
years a great deal of legislation has been enacted which, bit 
by bit, has the effect of removing the financial controls and 
cliecks of the legislative branch, leaving the executive free to 
do as it wills in its spending actions. To the extent that Con
gress enacts such legislation it relinquishes its control of pub
lic expenditures. I t is a control the exercise of which should 
be jealously guarded and any further encroachments upon 
it—either by making actions of the spending agencies with 
regard to financial matters final and conclusive, or by curtail
ing independent audit and control powers—should be vigor
ously attacked and beaten back. 

As an agent of the Congress, it has served as a check upon 
the spending of the executive agencies. Any proposed legis
lation which even tends to weaken the jurisdiction of the 
General Accounting Office, as conferred upon it by the Con
gress, or which would tend to interfere with the control of the 
Congress over the activities of that Office, should be jealously 
scrutinized. 

There is no doubt but that as long as it continues to act 
within the jurisdiction conferred upon it, the Congress will 
continue to jealously guard the authority of this agency, 
which is its only effective means of checking the expenditures 
of the appropriations it makes. 

In a report submitted to the Senate (Senate Rept. No. 861, S3d 
Congress), relative to General Accounting Office audit reports of 
Government corporations and agencies, this committee pointed up the 
excellent accomplishments and savings that had accrued as a result 
of the recommendations and suggestions made to the Congress by the 
Comptroller General, as follows; 

Auditing is one of the principal functions performed by the 
General Accounting Office as an agent of the Congress for 
checking on the financial transactions of the Government. 
The conunittee, in examining rejiorts from the GAO, has ob-
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served that Comptroller General Lindsay C. Warren places 
great emphasis on reports of audits submitted to the Congress 
as an essential aid to the legislative branch of the Govern
ment. As will be shown in this report, these audits (the 
number of which is steadily increasing) have been of great 
assistance to the Congress in its surveillance of the adminis
tration of the laws and the expenditure of funds by the de
partments and agencies of the Government. * * * 

The reports of the General Accounting Office have been 
of real value to management in affording them an independ
ent review of their operations. In addition to new sugges
tions, the reports afford a fresh look at some of the old 
problems with which the agencies have been confronted, and 
serve as a stimulus for their resolution. The management 
recommendations have generally been well received and have 
resulted in corrective action or the adoption of new principles 
which have resulted in savings of millions of dollars to the 
taxpayer. 

The reports of the General Accounting Office have also 
been most helpful to the Congress, particularly to the Com
mittee on Government Operations and other committees of the 
House and Senate charged with the oversight responsibility 
of the operations of these corporations and business enter
prises. The Appropriations Committees have utilized the 
reports extensively in reviewing budgets, and have frequently 
called upon the auditors and investigators who are familiar 
with the operations or agency actirities for supplemental in
formation needed to make final decisions conceming fiscal op
erations of these agencies. * * * 

Comptrollers General Appointed Under the Budget Act 
John Raymond McCarl (Republican), of Iowa, Secretary to United 

States Senator George W. Norris (R. Nebr.), was appointed Comp
troller General on June 29,1921, and served to 1936, upon the expira
tion of his term. 

Fred Herbert Brown (Democrat), United States Senator from New 
Hampshire, from March 4, 1933 to January 3, 1939 (unsuccessful 
candidate in 1938), was appointed Comptroller General on April 7, 
1939, and served until his resignation (for health reasons), on June 
19,1940. 

Lindsay Carter Warren (Democrat), U.S. Representative from 
North Carolina, from March 4, 1925, to October 31, 1940, when he 
was appointed Comptroller General, and served until his resignation 
on April 30,1954. 
Comments of Comptroller General John Raymond McCarl 

President Harding appointed John Raymond McCarl, secretary to 
Senator Norris (R., Nebr.), as the first Comptroller General. He 
served a full term—1921-1936. In response to a question from Repre
sentative Cooper of Wisconsin at a hearing held before a select com
mittee appointed to inquire into the activities of the U.S. Emergency 
Fleet Corporation, in 1924, as to the differences in the Federal audit 
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system that had resulted from the Budget and Accounting Act, Mr. 
McCarl testified as follows: 

Mr. MCCARL. * * * the office is now independent, is not 
subject to executive or administrative direction * * *. The 
administrative officers now have no influence or control—sup
posedly, at least. When it was in the Treasury Department, 
it was always charged at least, that it was subject to adminis
trative control. I think that is the big change. * * * Qf 
course, all investigating duties, all reporting duties, are new; 
but the law with reference to the determination of indebted
ness of and against the United States is practically the same 
statute that has existed for years, except it was administra
tively determined. 

Commients of ComptroUer General Lindsay Carter Warren 
Upon the expiration of Mr. McCarl's term of office (limited to 15 

years by the Act, with a prohibition against reappointment), in 1936, 
the office remained vacant until April 7, 1939, when fonner Senator 
Fred Herbert Brown was appointed. Mr. Brown resigned on June 
19, 1940, and Representative Lindsay C. Warren (D., N.C.) was ap
pointed Comptroller General by President Roosevelt. He had been 
offered the appointment in 1936, again in 1938, and finally, after hav
ing been reelected to his ninth term in the House of Representatives, 
accepted the nomination, and took office on November 1, 1940. 

Mr. Warren was an ardent exponent of the continued responsibility 
of the GAO for accountability only to the Congress. I n commenting 
on the various efforts that have been made by the executive to control 
Federal audit functions, and to weaken the authority of the Comp
troller General, Mr. Warren stated (at hearings on the Hoover Com
mission Report on Budget and Accounting recommending the creation 
of an Accountant General in the Treasury Department, held before 
this committee), in 1950, tha t : 

This is the age-old fight to shift from Congress to the ex
ecutive the control over expenditures of public funds. I t is 
no different from other assaults made on the independent in
tegrity of your agency (GAO), except that this time it comes 
solely from without the Government. * * * My objection is, 
of course, twofold. One is because, as I stated at the outset, 
the proposal to transfer functions of the General Accounting 
Office to an office in the executive branch strikes at the very 
vitals of the independence of the Office. * * * 

The General Accounting Office is an agency of the Con
gress to check on the financial transactions of the Govem
ment. I t is an important part of our system of checks and 
balances. I t was set up by the Budget and Accounting Act 
of 1921 as an arm of the Congress and has always been a part 
of the legislative branch of the Govemment, I te broad func
tion is to audit and settle public claims and accounts, investi
gate the Government's financial transactions, and to advise 
and assist the Congress in matters relating to public 
moneys. * * * 
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As a result of the Budget and Accounting Act, congres
sional control over financial matters was greatly strength
ened. For the first time the Congress had its own completely 
nonpartisan and nonpolitical agent to assure the furnishing 
of necessary information concerning the financial transac
tions of the Government and to enforce the congressional in
tent as to expeinUtures, 

I believe that the General Accounting Office as it stands 
today is rendering to the Congress, to the taxpayers, and to 
the executive branch a greater service than ever before in the 
history of our Government. 

I am an old hand at this thing called Govemment 
reorganization, going back to 1932. Following the recom
mittal of President Roosevelt's reorganization bill in the 
House in 1938,1 personally polled every Member and found 
the reasons for the opposition. Based on what I found— 
and I say this with all due modesty—I was the author of the 
1939 Reorganization Act, passed after the elimination of the 
objectionable features, the main one of which was the pro
rision for abolition of the General Accounting Office. As 
finally passed, the 1939 act specifically exempted the General 
Accounting Office from the reorganizing authority granted 
to the President, The 1945 Reorganization Act went even 
further and declared that the term "agency" as used in the 
act "does not include the Comptroller General of the United 
States or the General Accounting Office, which are a part of 
the legislative branch of the Government." The same pro
rision was included in the draft of reorganization legislation 
sent down by the President last year and was enacted as part 
of the Reorganization Act of 1949. I was the first witness 
before this committee last year in its consideration of that act, 
and I want to quote the following statements from my testi
mony at that time: 

"My own agency, the General Accounting Office, is ex
empted by the terms of the pending bill, not because it is 
sacrosanct or any more angelic than the rest but in recogni
tion that it is the creature and agent of Congress, by law a 
part of the legislative branch. I would invite—^not oppose— 
any studies and legislation undertaken by the Congress look
ing toward improvement of the General Accounting Office. 
Anytime it cannot justify its worth by its accomplishments 
in the opinion of the Congress, it ought to be abolished or 
drastically changed." 

On this point, I would like to point out in passing that the 
act setting up the Hoover Commission expressly states that 
the Commission shall study and investigate agencies of the 
executive branch. The commission's authority did not ex
tend to the study or making of recommendations concerning 
any agency of the Congress itself. * * * 

Without impunging in the least the integrity of any official 
of the executive branch, and entirely on principle, I say that 
the surest guaranty that the Congress will always have such 
full disclosure of accounting information which it wants and 
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needs is to leave the ultimate prescribing function where it 
stands, in Congress' own agency the General Accounting 
Office. 

Mr. Hoover, in advocating the accounting prorisions of S. 
2054, is merely renewing and continuing his assaults on the 
General Accounting Office, but in doing so he fails to take 
into account all that has happened in the last 18 years and 
especially in the last 9 years. In 1932 he made and Congress 
rejected his proposal to destroy the General Accounting 
Office. 

I hold in my hand Executive Order No. 5959, signed by Mr. 
Hoover on December 9, 1932, which would have practically 
done away with the General Accounting Office, and note, if 
you will, what the House committee said in rejecting this and 
other reorganization plans. I did not write this report. I was 
not a member of the committee. But the committee found 
the order "to interfere with work specifically given by law 
to an agency specificaUy created to function independent of 
the executive branch and on behalf of Congress * * *. Even 
if it were possible within the authority given-—and it clearly 
is not—what is proposed in this regard would defeat the very 
purpose of existing law, as it would break down the means 
of obtaining a uniform accounting system throughout the 
Government by dividing the work between two agencies, the 
General Accounting Office, where matters relating to account
ing belong—" 

It might be noted in passing, Mr. Chairman, that Mr. 
Hoover's own Director of the Budget adrised at that time 
to reject his reorganization proposals. 

Then along came President Roosevelt, and he, too, was 
hostile and bitterly antagonistic to the General Accounting 
Office. He tried to destroy it by the legislative route, and was 
repulsed. For 4 years, Mr. Chairman, I sat as a member of 
the Joint Committee on Government Reorganization, headed 
by a great American, the late Senator Joe Robinson, of 
Arkansas, and I lived with this subject during this hearing, 
and I can assure you that it is the same old thing without a 
single new idea. * * * I am informed that a good part of his 
statement (Robert L. L. McCormick, Citizens Committee, 
who testified in favor of the Hoover Commission's recom
mendation) contained a quotation from the report of the 
President's Committee on Administrative Management back 
in 1937 when President Roosevelt tried to destroy the Office. 

At that time there was an overwhelming Democratic ma
jority in the two Houses. When the votes were counted every 
single Republican, without exception, voted to uphold the in
tegrity and the independence of the General Accounting 
Office and a majority of the Democrate likewise voted the 
same way. 

At that time President Roosevelt was joined by the entire 
Government in his assault on the General Accounting Office. 
The Office then was headless and without leadership, because 
for 2 years the President had refused to appoint a Comp-
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troller General. Mr. Roosevelt gave up his fight when I 
accepted this appointment, and so far as I know, he never 
again renewed the fight. 

Mr. Chairman, it is hard to conceive that I would give up 
a seat in Congress and accept this position in order to preside 
over the liquidation of the (jeneral Accounting Office. Presi
dent Roosevelt told me, and he told it to many others, that 
the very fact that I had accepted this appointment was suffi
cient notice to the Congress and to everyone else that he had 
dropped his fight. 

Then Congress was beginning to get tired of all these as-
saulte on its own agency. The war came along, and the Presi
dent asked for wartime powers of reorganization. When the 
bill reached the Senate, Senator Taft offered an amendment 
which was unanimously adopted: "This act shall not apply to 
the General Accounting Office." There was a colloquy be
tween Senator Taft and Senator Barkley, and both agreed 
that the General Accounting Office was an arm of the Con
gress and should not be subject to reorganization powers of 
the President. While the amendment offered may not have 
been necessary, both Senators thought it should be adopted 
out of an abundance of precaution. 

I didn't ask Senator Taft to offer that amendment. I knew 
nothing about it until I read it in the Congressional Record 
the next day. But it is just another example that Congress 
looks with jealousy upon this agency that it created, and it 
does not wish it to be interfered with by the executive branch. 

Six years ago President Truman's first reorganization act 
became a law. That was handled in the Senate by the Judi
ciary Committee, and that committee wrote into the act the 
following: 

"SEC. 7. When used in this act, the term 'agency' means 
any executive department, commission, independent estab
lishment, corporation wholly or partly owned by the United 
States which is an instrumentality of the United States, 
board, bureau, dirision, serrice officer, authority, administra
tion, or other estabUshment, in the executive branch of the 
Govemment. Such term does not include the Comptroller 
General of the United States or the General Accounting 
Office, which are a part of the legislative branch of the 
Govemment." 

Then last year, before this committee, the Reorganization 
Act again giring the President the power to put certain re
organizations into effect, contained verbatim the language 
that I have just read to you, showing, gentlemen, that Con
gress has always been alert to these assaulte. 

But this time for the first time the General Accounting 
Office comes in here with the backing of the Government it
self. I have told you that the joint program has received in 
writing the enthusiastic support of the agencies of the Gov
emment. * * * 

I said last week, and I repeat it now, this bill strikes at the 
very vitals of the integrity and independence of the General 
Accounting Office, 
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I wish to emphasize, Mr. Chairman, that if any legislation 
is necessary, and we are seriously considering that, it should 
be as a result of the experience gained through the coopera
tive effort but I will tell you now I will not come here pro
posing any legislation that will take from Congress one whit 
or one iota of the control that it now has. 

The General Accounting Office in the last 9 years since I 
have been in office has paid back to the Treasury in the neigh
borhood of $650,000,000 that had been either illegally or er
roneously paid out, I can assure this committee, and I say 
it knowing whereof I speak, that the General Accounting 
Office stands today as the last great bulwark for the protec
tion of the American taxpayer against the illegal and errone
ous expenditure of the public substance. 

In his annual report to the Congress, in 1951, on the present func
tions of the General Accounting Office, and the improvements effected 
through recent acts of Congress, a large part of which resulted from 
recommendations of the Senate Committee on Government Opera
tions, Mr. Warren stated: 

The General Accounting Office is the nonpartisan and non-
political agency of the Congress, in the legislative branch of 
the Government, for checking on Federal financial transac
tions and advising and assisting the Congress in matters relat
ing to public funds. I t accomplishes this broad assignment 
through audit and settlement of Government financial trans
actions, accounts, and claims; decisions respecting the legality 
of expenditures and proposed expenditures; investigations of 
the receipt, disbursement, and application of public funds; 
laying down accounting principles and standards on a coop
erative basis with the executive branch and assisting the 
agencies in carrying out their primary responsibilities for the 
development of adequate accounting systems; and reporting 
to the Congress and its committees on legislation and other 
fiscal matters. 

The Office was created by the Budget and Accounting Act 
of June 10,1921, and vested with all powers and duties of the 
six auditors and the Comptroller of the Treasury as stated in 
the Dockery Act of July 31,1894, and other statutes extending 
back to the original Treasury Act of September 2, 1789, as 
well as new duties. The scope of activities of the Office was 
extended by subsequent legislation, including the Govemment 
Corporation Control Act of 1945, the Federal Property and 
Administrative Services Act of 1949, the Post Office Depart
ment Financial Control Act of 1950, and the Budget and 
Accounting Procedures Act of 1950. 

The two last-mentioned acte were among other legislation 
passed during the year which was sponsored or supported by 
the General Accounting Office making possible many im
provements in Govemment financial practices. The Budget 
and Accounting Procedures Act approve(i September 12, 
1950, carefully lays down for the first time the responsibili
ties of aU concemed in Government accounting and writes 
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into law the principles of the Joint Accounting Improve
ment Program described in Chapter two of this report. 

In a letter dated January 29, 1951, to Members of Congress, the 
Comptroller General closes by saying: 

I t is essential to our economic survival not only that the 
national defense be strengthened, but that it be done as effec
tively and economically as possible. On this score, the Gen
eral Accounting Office bids fair to make a real contribution. 
We will not only au(iit defense spending, but wiU also con
centrate to seek out excesses, wastCj and extravagance in the 
defense program. At the same time, we will continue to 
keep a watchful eye on civilian spending to ferret out those 
extravagances and frills which our country should not and 
cannot now endure (Congressional Record, Feb. 5, 1951, 
pp.920-921). 

I n the February 15, 1952, issue of U.S. News & World Report Mr. 
Warren states: 

The need for the General Accounting Office, as the inde
pendent agency of the Congress in the legislative branch for 
checking federal expenditures, has never been greater than 
it is today. In addition to the "normal" Government opera
tions we knew 15 or 20 years ago, our country is engaged in 
domestic programs of national significance, in foreign-aid 
programs reaching into nearly all parts of the world, and in 
a defense program almost unparalleled in history. 

The expenditures being made by the American people to 
carry out these operations and programs are tremendous, and 
the existence of the General Accounting Office, with proper 
and necessary powers, to maintain a control and wateh over 
these expenditures is an essential part of Government. 

In a letter, addressed to Members of the Senate, on March 31,1954, 
notifying them of his retirement as of April 30, 1954, Mr. Warren 
concluded: 

Motivated by dislike of restraint or adherence to dis
carded theories, new attempts are already being made to 
water down legislative control of public funds and destroy 
the effectiveness of the General Accounting Office. If the 
Congress is to retain ite own means of securing impartial and 
factual data on Federal financial transactions, ite means for 
insuring that appropriated funds are spent only in accord
ance with the laws it passes, and its primary weapon for pre
venting unbridled and unchecked spending, then the Con
gress must be ever alert to and adamant against attempts to 
weaken or destroy the powers of the General Accounting 
Office or to affect ite independent status. 

The General Accounting Office is your agency. To be 
worth its salt it must continue always to be independent, 
nonpartisan, and nonpolitical. To be effective, it must al
ways have your wholehearted support and your vigilant safe
guarding of its functions and powers. I have no doubt it 
wUl. 
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Statement of Assistant Comptroller General Frank L. Tales 
The following are excerpts from a statement by the late Frank L. 

Yates, Assistant Comptroller General of the United States, at a hear
ing before this committee on S. 2054, March 7,1950: 

In the course of my service in the General Accounting 
Office in various capacities, dating from the beginning of the 
Office in 1921,1 have watehed the preparation andthe launch
ing of periodic assaulte against the authority and the inde
pendence of the General Accounting Office and have at times 
participated in the furnishing of facte for use in repulsing 
these assaulte. Some of these attacks have reached the Con
gress in the form of official proposals for legislative changes. 
But at other times in between, and with little cessation, they 
have taken the foi-m. of constant advocacy in certain forums 
and periodicals. There always have been some individuals 
and groups who believe the control of Congress over moneys 
of the Govemment should cease after it has exercised ite ap
propriating authority and that the Congress should exercise 
no control, direct or indirect, over the accounting for or the 
audit of funds of the executive branch. 

These critics of legislative control do not directly and 
openly attack the Congress or the principle of the control it 
retains. They attack, instead, the agency Congress has estab
lished to effectuate such control, the General Accounting 
Office. Their plan has varied slightly through the years but 
it still follows a familiar pattern. They would first remove 
from the Comptroller General authority to prescribe the 
forms, systems, and prcK^edures for administrative account
ing in the departmente and agencies of the Govemment and 
transfer that authority to some place in the executive branch. 
They would remove from the General Accounting Office ite 
authority for disallowing credit for illegal expenditures de
tected in the audit and for recovering the money. They would 
thus reduce the Office to a mere spot-checking and reporting 
office. They would also transfer the settlement of doubtful 
claims to the executive branch. And from time to time they 
have urged other things which would weaken legislative con
trol of the uses of appropriated funds. 

The plans of the Hoover Commission and the proposals of 
part I I of the pending bill, S. 2054, do not appear to go quite 
as far as some proposals of the past. Mr. Hoover himself 
explained that they represent the results of compromise. * * * 

I t is a pattern that has been time and again rejected by the 
Congress. Critical persons and groups have even converted 
to their views several Presidents who have chafed at the in
dependence of the Comptroller General, but various Con
gresses, in their turn, have roundly rejected all proposals to 
change the relationship established by the Budget and Ac
counting Act. 

Let's draw together the occasions of congressional rejection 
and take a look at them. Beginning with the Budget and 
Accounting Act itself, they are as follows: 
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(1) The original Budget and Accounting biU (H.R. 9783, 
66th Congress) was vetoed by President Wilson in 1920 be
cause, his message argues, the provision with respect to the 
removal of the Comptroller Greneral and Assistant Comp
troller General was unconstitutional. This section, while 
calling for appointment of those officers by the President, 
limited their removal to either a concurrent resolution of 
Congress or impeachment (H, Doc, 805, 66th Cong.). In 
effect, the section made those offices independent of the Ex
ecutive by transferring the power of their removal from the 
Executive to the Congress. In the actual enactment of the 
Budget and Accounting Act of June 10,1921, this section was 
changed only slightly by calling for a joint resolution (or im
peachment) instead of a concurrent resolution. As so 
changed, the bill was approved by President Harding and 
became law, but the change was relatively small. While the 
President could participate in a joint resolution by approring 
or vetoing the measure, it could of course be passed over his 
veto. At the same time, the essential feature which President 
Wilson complained of remains; that is, that the President 
through his executive powers alone cannot effect the removal 
of the Comptroller General or the Assistant Comptroller Gen
eral. In the light of the Rathbun case (295 U.S. 602) no 
doubt need to be entertained as to the validity of that 
prorision. 

(2) In 1923 President Harding presented a sweeping re
organization plan recommended by him and his Cabinet, 
which called for the transfer to the Treasury Department of 
the General Accounting Office (S. Doc. 302, 67th Cong.). In 
the hearings on the resulting legislation (H.R. 9629, 68th 
Cong.) the then Secretary of the Treasury, Andrew W. Mel
lon, was outspoken in his opposition to the transfer of the 
General Accounting Office to the Treasury Department, say
ing (hearings on S.J. Res. 282, 67th Cong., pp. 200-203) : 

* * * The Comptroller's office is essentially an independ
ent office, and has no relation to the Treasury or to any of the 
other departments * * *. 

"I have not observed in any way where there would be any 
advantage in haring it connected with the Treasury . 

"There is no reason why it should be inside of the Treasury 
at all * * *. 

"* * * That is one bureau, you may say, that is logically an 
independent bureau." 

The resulting biUs, H.R. 9629 and S. 3445, Sixty-eighth 
Congress, omitted entirely the matter of the transfer of the 
General Accounting Office to the Treasury Department. (See 
H. Rept. No. 937,68th Cong., p. 26.) 

(3) In 1932, acting under the authority of the reorganiza
tion sections contained in the Economy Act of June 30,1932, 
President Hoover, by Executive Order No. 5959, undertook 
to transfer to the Bureau of the Budget certain functions of 
the General Accounting Office, including those relating to 
designing, prescribing, and instelling accounting forms, sys-
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tems, and procedures. The act under which that action was 
taken conditioned the effectiveness of the reorganization upon 
the failure of Congress within 60 days to overrule the Presi
dent's action by vote of either House of Congress. Promptly 
upon the submission of that plan. House Resolution 334 was 
introduced to the effect that the Executive order referred to, 
and certain others, "are hereby disapproved." The committee 
handling the resolution reported (H. Rept. 1833,72nd Cong.), 
"what is proposed in this regard would defeat the very pur
pose of existing law, as it would break down the means of 
obtaining a uniform accounting system." The resolution 
overruling the President's plan was adopted by the House of 
Eepresentatives on January 19,1933. 

(4) I n 1937 President Roosevelt proposed to the Congress 
a sweeping reorganization of executive agencies based, ac
cording to his letter, in great part on the studies completed 
by his Committee on Administrative Management in the 
Government of the United States, headed by Mr. Louis 
Brownlow. A major item would have transferred to the 
Treasury the authority of the Comptroller General to pre
scribe and superrise accounting systems, forms and pro
cedures in the Federal establishment. The function of the 
settlement of claims by and against the Government was also 
to go to the Treasury, and the remaining purely audit work 
was to be handled by a new office under an Auditor General 
without power to make an independent and binding dis
allowance. I n other words, an auditor without the means 
of exacting compliance with his decisions (S. Doc. 8, 75th 
Cong., p. 46). The resulting bills, principally S. 3331, 
Seventy-fifth Congress, failed of enactment (83 Congressional 
Eecord,5123). 

(5) A year later a revised form of reorganization act de
signed to carry out many of the other recommendations of the 
President was enacted (act of Apri l 3, 1939, 53 Stat. 561), 
but it specifically denied the President the power to act in 
any respect to transfer or abolish the General Accounting 
Office or its functions. 

(6) Immediately after Pearl Harbor, the First War Powers 
Act was enacted (December 18, 1941, 55 Stat. 838) granting 
the President the widest authority to reorganize Government 
departmente and agencies, but containing the foUowing spe
cific provision: "that no redistribution of functions shall pro
vide for the transfer, consolidation, or abolition of the whole 
or any par t of the General Accounting Office or of all or any 
par t of its functions." 

(7) Soon after VE-day, President Truman asked for a 
renewal of the reorganization authority enacted in 1939. 
The Congress approved the request (act of December 20, 
1945, 59 Stat. 613) but specifically excluded the General 
Accounting Office and, perhaps to allay any further efforts to 
weaken ite agency, inserted the following language; " * * * 
the Comptroller General of the United States or the General 
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Accounting Office * * * are a par t of the legislative branch 
of the Government." President Truman did not object. 

(8) The further renewal in 1949 of the reorganization 
authority repeats the exclusion of the General Accounting 
Office and the language as to its legislative status (Public 
Law 109, Slst Cong., approved June 20, 1949), President 
Truman proposed the exclusion. 

(9) The bill establishing the Hoover Commission quite 
carefully restricts the scope of its study and recommendations 
to agencies in the executive branch of the Govemment (act 
of July 7,1949,61 Stat. 246), 

Nomination of Joseph Campbell 
The Chairman announced in the Senate on November 11, 1954, that 

several Senators had indicated they wished to be heard on the nomina
tion of Mr. Joseph Campbell for Comptroller General, and that, if the 
rules under which the Senate is presently operating would permit, the 
committee would hold hearings. The staff has been informed, however, 
that there is a general agreement among the Senate leaders that no 
nomination on which there might be a disagreement wUl be considered 
at the present session. 

Under applicable law, if no action is taken on Mr. Campbell's nom
ination prior to the adjournment of the 83rd Congress, the President 
has authority to give him a recess appointment under which he can 
serve until the end of the First Session of the 84th Congress (U.S. Con
stitution, Art. I I , Cl. 3) . However, unless the President re-submits his 
nomination to the Senate within 40 days after the First Session of the 
S4th Congress convenes, Mr. Campbell can receive no further salary 
after the elapse of the 40th day (5 U.S.C, 56). 

WALTER L . REYNOLDS, 
Chief Clerk. 

NOTE.—As indicated above, no action was taken on Mr. Campbell's nomination 
prior to the adjournment of the 83d Congress. He was given a recess appoint
ment on December 14, 1954. His name was resubmitted to the Senate by the 
President in the 84th Congress on January 10, 1955, hearings were held on 
February 2 and March 3, the nomination was favorably reported to the Senate 
from the Committee on Government Operations on March 11, and he was eon-
firmed without a record vote on March 18, 1955, his term to expire on March 18, 
1970. 





APPENDIX C 

GOVERNMENT CORPORATION CONTROL ACT 

PUBLIC LAW 248—79TH CONGRESS 

(59Stat. 597;31U,S,C, 841) 

(As amended through the 86th Congress) 

(Deleted language shown in [bracketsl) 

AN ACT 

To provide for financial control of Government corporations 

Be it enacted by tfie Senate and House of Representatives of the 
United States of America in Congress assembled. That this Act may 
be cited as the "Govemment Corporation Control Act", 

DECLARATION OF POLICY 

SEC 2. I t is hereby declared to be the policy of the Congress to 
bring Govemment corporations and their transactions and operations 
under annual scrutiny by the Congress and provide current financial 
control thereof, 

TITLE I—WHOLLY OWNED GOVERNMENT 
CORPORATIONS 

SEC, 101, As used in this Act the term "wholly owned Govemment 
corporation" means the Commodity Credit Corporation; [Federal 
Intermediate Credit Banks; Production Credit Corporations]; ^ 
Regional Agricultural Credit Corporations; Farmers Home Corpora
tion ; Federal Crop Insurance Corporation; Federal Farm Mortgage 
Corporation; Federal Surplus Commodities Corporation; Reconstruc
tion Finance Corporation; Defense Plant Corporation; Defense Sup
plies Corporation; Metals Reserve Company; Rubber Reserve Com
pany ; War Damage Corporation; Federal National Mortgage Asso
ciation ; [the RFC Mortgage Company]; ^ Disaster Loan (Corpora
tion; Inland Waterways Corporation; Warrior River Terminal Com
pany ; [The Virgin Islands Company] Virgin Islands Corporation; ^ 
Federal Prison Industries, Incorporated; United Stetes Spruce Pro
duction Corporation; Development Loan Fund; * Institute of Inter-

» Deleted by Sec. 201, Public Law 809 (70 Stat 659), 84th Congress. 
2 Transferred to the Reconstruction Finance Corporation by Sec. 203, Public Law 132 

(61 Sta t 202), 80th Congress. 
» Name changed by Sec. 13, Public Law 149 (63 Sta t 350), Slst Congress. 
*Added by Sec. 502(c) Public Law 85-477 (72 Sta t 272), 85th Congress. 

323 
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American Affairs; ^ Institute of Inter-American Transportation; 
Inter-American Educational Foundation, Incorporated; Inter-Ameri
can Navigation Corporation; PrencinraiUo, Incorporated; Cargoes, 
Incorporated; Export-Import Bank of Washington; Petroleum Re
serves Corporation; Rubber Development Corporation; U. S. Com
mercial Company; [Smaller War Plante Corporation];" Federal 
Public Housing Authority (or United States Housing Authority) 
and including public housing projects financed from appropriated 
funds and operations thereof; Defense Homes Corporation; Federal 
Savings and Loan Insurance Corporation;' Home Owners' Loan 
Corporation; United States Housing Corporation; Federal Housing 
Administration; * Saint Lawrence Seaway Development Corpora
tion ; ° [Panama Railroad Company] the Panama Canal Company; ̂ ° 
Tennessee Valley Authority; and Tennessee Valley Associated Co
operatives, Incorporated. 

SEC. 102. [Each wholly owned Government corporation shall 
cause to be prepared annuaUy a budget program, which shaU be sub
mitted to the President through the Bureau of the Budget on or before 
September 15 of each year. The Bureau of the Budget, under such 
rules and regulations as the President may establish, is authorized 
and directed to prescribe the form and content of, and the manner in 
which such budget program shall be prepared and presented.] Each 
wholly owned Government corporation shall cause to be prepared 
annually a business-type budget which shall be submitted to the 
Bureau of the Budget, under such rules and regulations as the Presi
dent may establish as to the date of submission, the form and content, 
the classifications of data, and the manner in which such budget 
program shall be prepared and presented." The budget program 
shaU be a business-type budget, or plan of operations, with due allow
ance given to the need for flexibility, including provision for emer
gencies and contingencies, in order that the corporation may properly 
carry out its activities as authorized by law. The budget program 
shall contain estimates of the financial condition and operations of 
the corporation for the current and ensuing fiscal years and the actual 
condition and results of operation for the last completed fiscal year. 
Such budget program shall include a statement of financial condition, 
a statement of income and expense, an analysis of surplus or deficit, a 
statement of sources and application of funds, and such other sup
plementary statements and information as are necessary or desirable 
to make known the financial condition and operations of the corpora-

'By Sec. lOll(b) of Public Law 665 (68 Stat. 862), 83rd Congress, the Institute was 
made subject to the applicable provisions of the Budget and Accounting Act, 1921, as 
amended (31 U.S.C. 1), in lieu of the provisions of the Government Corporation Control 
Act as amended (31 U.S.C. 841) on and after July 1,1954. 

» Abolished by Sec. 207, Public Law 132 (61 Stat. 202), 80th Congress. 
'Public Law 576 (64 Sta t 256), Slst Congress. Sec. 4. "Section 11 of the Federal 

Home Loan Bank Act, as amended, is amended by adding at the end thereof the following 
new subsections: 

"(h) * • • The retirement of snch capital stock shall not affect the applicability to said 
Corporation (Federal Savings and Loan Insurance Corporation) of the Government Cor
poration Control Act, as amended." 

"Added by Sec. 501(b), Public Law 901 (62 Sta t 1268), 80th Congress. "• • • Pro
vided, That as to the Federal Housing Administration, the audit required by section 105 of 
said Act shall begin with the fiscal year commencing July 1, 1948, and the exception 
contained in section 301(d) of said Act shall be construed to refer to tbe cost of audits 
contracted for prior to July 1, 1948." 

• Added by Sec. 6, Public Law 358 (08 Stat 92), 83rd Congress. 
M Changed by Sec. 2(a)2, Public Law 841 (64 Stat 1038), Slst Congress. 
"Amended by Sec. 105, Public Law 784 (64 Sta t 832), Slst Congress. 
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tion. Such statements shall include estimates of operations by major 
types of activities, together with estimates of administrative expenses, 
extimates of borrowings, and estimates of the amount of Government 
capital funds which shall be returned to the Treasury during the 
fiscal year or the appropriations required to proride for the restora
tion of capital impairments. 

S E C 103. The oudget programs of the corporations as modified, 
amended, or revised by the President shall be transmitted to the Con
gress as a part of the annual Budget required by the Budget and 
Accounting Act, 1921. Amendments to the annual budget programs 
may be submitted from time to time. 

Budget programs shall be submitted for all wholly owned Govern
ment corporations covering operations for the fiscal year commencing 
July 1,1946, and each fiscal year thereafter. 

S E C 104. [The budget programs transmitted by the President to 
the Congress shall be considered and, if necessary, legislation shall 
be enacted making available such funds or other financial resources 
as the Congress may determine. The provisions of this section shall 
not be construed as preventing wholly owned Government corpora
tions from carrying out and financing their activities as authorized 
by existing law, nor shall any provisions of this section be construed 
as affecting in any way the provisions of section 26 of the Tennessee 
Valley Authority Act, as amended. The provisions of this section 
shaU not be construed as affecting the existing authority of any wholly 
owned Government corporation to make contracts or other commit
ments without reference to fiscal-year limitations.] The budget pro
grams transmitted by the President to the Congress shaU be considered 
and legislation shall be enacted making available for expenditure for 
operating and administrative expenses such corporate funds or other 
financial resources or limiting the use thereof as the Congress may 
determine and providing for repayment of capital funds and the pay
ment of dividends. The provisions of this section shall not be con
strued as preventing Government corporations from carrying out 
and financing their activities as authorized by existing law, nor as 
affecting the provisions of section 26 of the Tennessee Valley Author
ity Act, as amended. The provisions of this section shall not be con
strued as affecting the existing authority of any Government corpora
tion to make contracts or other commitments without reference to 
fiscal year limitations.^^ 

S E C 105. The financial transactions of wholly owned Government 
corporations shall be audited by the General Accounting Office in 
accordance with the principles and procedures applicable to com
mercial corporate transactions and under such rules and regulations 
as may be prescribed by the Comptroller General of the United 
States: Provided, That such rules and regulations may provide for 
the retention at the offices of such corporations, in whole or in part, of 
any accounts of accountable officers, covering corporate financial 
transactions, which are required by existing law to be settled and ad
justed in the General Accounting Office, and for the settlement and 
adjustment of such accounts in whole or in part upon the basis of 
examinations in the course of the audit herein provided, but nothing 

"Amended by Sec. 307, Public Law 268 (61 Stat 574), 80th Congress. 
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in this proriso shall be construed as affecting the powers reserved to 
the Tennessee Valley Authority in the Act of November 21,1941 (55 
Stat. 775). The audit shall be conducted at the place or places where 
the accounts of the respective corporations are normally kept. The 
representetives of the General Accounting Office shall have access to 
all books, accounte, financial records, reporte, files, and all other 
papers, things, or property belonging to or in use by the respective 
corporations and necessary to facilitate the audit, and they shall be 
afforded full facilities for verifying transactions with the balances 
or securities held by depositaries, fiscal agente, and custodians. The 
audit shall begin with the first fiscal year commencing after the enact
ment of this Act. 

SEC. 106. A report of each such audit for each fiscal year ending on 
June 30 shall be made by the Comptroller General to the Congress not 
later than January 15 following the close of the fiscal year for which 
such audit is made. The report shall set forth the scope of the audit 
and shall include a statement (showing intercorporate relations) of 
assete and liabilities, capital and surplus or deficit; a statement of 
surplus or deficit analysis; a statement of income and expense; a 
statement of sources and application of funds; and such comments 
and information as may be deemed necessary to keep Congress in
formed of the operations and financial condition of the several Cor
porations, together with such recommendations with respect thereto 
as the Comptroller General may deem advisable, including a report 
of any impairment of capital noted in the audit and recommendations 
for the retum of such Govemment capital or the payment of such 
dividends as, in his judgment, should be accomplished. The report 
shall also show specifically any program, expenditure, or other finan
cial transaction or undertaking observed in the course of the audit, 
which, in the opinion of the Comptroller General, has been carried 
on or made without authority of law. A copy of each report shall be 
fumished to the President, to the Secretary of the Treasury, and to 
the corporation concemed at the time submitted to the Congress. 

SEC. 107. Whenever it is deemed by the Director of the Bureau of 
the Budget, with the approval of the President, to be practicable and 
in the public interest that any wholly owned Govemment corporation 
be treated with respect to its appropriations, expenditures, receipts, 
accounting, and other fiscal matters as if it were a Government agency 
other than a corporation, the Director shall include in connection with 
the budget program of such corporation in the Budget a recommenda
tion to that effect. If the Congress approves such recommendation in 
connection with the budget program for any fiscal year, such corpora
tion, with respect to subsequent fiscal years, shall be regarded as an 
establishment other than a corporation for the purposes of the Budget 
and Accounting Act, 1921, and other provisions of law relating to 
appropriations, expenditures, receipte, accounts, and other fiscal mat
ters, and shall not be subject to the provisions of this Act other than 
this section. The corporate entity shall not be affected by his section. 
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TITLE II—MIXED-OWNERSHIP GOVERNMENT 
CORPORATIONS 

SEC. 201. As used in this Act the term "mixed-ownership Govern
ment corporations" means (1) the Central Bank for Cooperatives and 
the Regional Banks for Cooperatives, (2) Federal Land Banks, (3) 
Federal Intermediate Credit Banks," (4) Federal Home Loan 
Banks," and (5) Federal Deposit Insurance Corporation,^' 

SEC 202. The financial transactions of nuxed-ownership Govern
ment corporations for any period during which Government capital 
has been invested therein shall be audited by the General Ac(Jounting 
Office in accordance with the principles and procedures applicable to 
commercial corporate transactions and under such rules and regula
tions as may be prescribed by the Comptroller General of the United 
States. The audit shall be conducted at the place or places where the 
accounts of the respective corporations are normally kept. The rep
resentatives of the General Accounting Office shall have access to all 
books, accounts, financial records, reports, files, and all other papers, 
things, or property belonging to or in use by the respective corpora
tions and necessary to facilitete the audit, and they shall be afforded 
full facilities for verifying transactions with the balances or securi
ties held by depositaries, fiscal agente, and custodians. The audit shall 
begin with the first fiscal year commencing after the enactment of 
this Act. 

SEC, 203. A report of each such audit for each fiscal year ending on 
June 30 shall be made by the ComptroUer General to the Congress not 
later than January 15, foUowing the close of the fiscal year for which 
such audit is made. The report shall set forth the scope of the audit 
and shall include a statement (showing intercorporate relations) of 
assets and liabilities, capital and surplus or deficit; a statement of sur
plus or deficit analysis; a statement of income and expense; a state
ment of sources and application of funds; and such comments and 
information as may be deemed necessary to keep Congress informed 
of the operatitons and financial condition of, and the use of Govern
ment capital by, each such corporation, together with such recom
mendations with respect thereto as the Comptroller General may deem 
advisable, including a report of any impairment of capital or lack of 
sufficient capital noted in the audit and recommendations for the re
turn of such Government capital or the payment of such diridends as, 
in his judgment, should be accomplished. The report shall also show 
specifically any program, expenditure, or other financial transaction or 
underteking observed in the course of the audit, which, in the opinion 
of the Comptroller General, has been carried on or made without 
authority of law. A copy of each report shall be fumished to the 

"Added by Sec. 201, Public Law 809 (70 Stat. 659), 84th Congress. 
"See. 4, Public Law 576 (64 Stat 256), Slst Congress. Sec. 4. "Section 11 of the 

Federal Home Loan Bank Act, as amended. Is amended by adding at the end therof the 
following subsections: 

"(j) Notwithstanding the provisions of the first sentence of section 202 of the Govern
ment Corporation Control Act, audits by the General Accounting Offlce of the financial 
transactions of a Federal Home Loan Bank shall not be limited to periods during which 
Government capital has been invested therein. The provisions of the first sentence of 
subsection (d) of section 303 of the Government Corporation Control Act shall not apply 
to any Federal Home Loan Bank." 

" The Federal Deposit Insurance Corporation is subject to special audit under the pro
visions of Section 17(B) of the Federal Deposit Insurance Act (12 U.S.C. 1827). 

•65686—61: 22 
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President, to the Secretary of the Treasury, and to the corporation 
concemed at the time submitted to the Congress. 

SEC 204. The President shall include in the annual Budget any 
recommendations he may wish to make as to the retum of Govemment 
capital to the Treasury by any mixed-ownership corporation. 

TITLE III—GENERAL PROVISIONS 

SEC 301. (a) The expenses of auditing the financial transactions 
of wholly owned and mixed-ownership dovernment corporations as 
prorided in sections 105 and 202 of this Act shall be borne out of 
appropriations to the General Accounting Office, and appropriations 
in such sums as may be necessary are hereby authorized: Provided, 
That each such corporation shaU reimburse the General Accounting 
Office for the full cost of any such audit as billed therefor by the 
Comptroller General, and the General Accounting Office shall deposit 
the sums so reimbursed into the Treasury as miscellaneous receipte: 
Provided further. That in making the audite prorided in said sections 
the Comptroller General shall, to the fullest extent deemed by him 
to be practicable, utilize reports of examinations of Government 
corporations made by a supervising administrative agency pursuant 
to law. 

(b) For the purpose of conducting such audit the Comptroller 
General is authorized in his discretion to employ not more than ten 
persons without regard to the Classification Act of 1923, as amended, 
only one of whom may be compensated at a rate of as much as but 
not more than $10,000 per aimum, and to employ by contract, without 
regard to section 3709 of the Revised Statutes, professional serrices 
of firms and organizations for temporary periods or for special 
purposes. 

(c) The audit provided in sections 105 and 202 of this Act shall 
be in lieu of any audit of the financial transactions of any Government 
corporation required to be made by the General Accounting Office for 
the purpose of a report to the Congress or to the President under 
any existing law. 

(d) Unless otherwise expressly provided by law, no funds of any 
Govemment corporation shall be used to pay the cost of any private 
audit of the financial records of the offices of such corporation, except 
the cost of such audits contracted for and undertaken prior to April 
25,1945. 

SEC 302. The banking or checking accounts ̂ ^ of all wholly owned 
and mixed-ownership Government corporations shall be kept with 
the Treasurer of the United States, or, with the approval of the Secre
tary of the Treasury, with a Federal Reserve bank, or with a bank 
designated as a depositary or fiscal agent of the United States: Pro
vided, That the Secretary of the Treasury may waive the require
ments of this section under such conditions as he may determine: And 

"Sec. 309, Public Law 266 (63 Sta t 631), Slst Congress. Sec. 309. "After June 30, 
1949, the corporations or agencies subject to the Government Corporation Control Act, 
as amended (31 U.S.C. 841), are authorized, with the approval of the Comptroller Gen
eral, to consolidate, notwithstanding the provisions of any other law, into one or more 
accounts for banking and checking purposes all cash, Ineluding amounts appropriated, 
from whatever source derived : Provided, That such cash, including amounts appropriated, 
of such corporation or agencies shall be expended in accordance with the applicable terms 
of their respective enabling acts and any other acts applicable to their transactions." 
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provided further. That this section will not apply to the establish
ment and maintenance in any bank for a temporary period of banking 
and checking accounts not in excess of $50,000 in any one bank. The 
provisions of this section shall not be applicable to Federal Inter
mediate Credit Banks, [Production Credit Corporations,] ^̂  the Cen
tral Bank for Cooperatives, the Regional Banks for Cooperatives, or 
the Federal Land Banks, except that each such corporation shall be 
required to report annually to the Secretary of the Treasury the names 
of the depositaries in which such corporation keeps a banking or 
checking account, and the Secretary of the Treasury may make a re
port in writing to the corporation, to the President, and to the Con
gress which he deems adrisable upon receipt of any such annual 
report. 

S E C 303. (a) All bonds, notes, debentures, and other similar obliga
tions which are hereafter issued by any wholly owned or mixed-owner
ship Govemment corporation and offered to the public shall be in 
such forms and denominations, shall have such maturities, shall bear 
such rates of interest, shall be subject to such terms and conditions, 
shall be issued in such manner and at such times and sold at such 

?rices as have been or as may be approved by the Secretary of the 
'reasury. 

(b) Hereafter, no wholly owned or mixed-ownership Govemment 
corporation shall sell or purchase any direct obligation of the United 
States or obligation guaranteed as to principal or interest, or both, for 
its own account and its own right and interest, at any one time aggre
gating in excess of $100,000, without the approval of the Secretary of 
the Treasury: Provided, That the Secretary of the Treasury may 
waive the requirement of his approval with respect to any transaction 
or classes of transactions subject to the provisions of this subsection 
for such period of time and under such conditions as he may deter
mine. 

(c) The Secretary of the Treasury is hereby authorized to exercise 
any of the functions vested in him by this section through any officer, 
or employee of any Federal agency whom he may designate, with 
the concurrence of the head of the agency concerned, for such purpose. 

(d) Any mixed-ownership Govemment corporation from which 
Govemment capital has been entirely withdrawn shall not be subject 
to the provisions of section 302 or of this section during the period 
such corporation remains without Govemment capital. The provi
sions of subsections (a) and (b) of this section shall not be appUcable 
to Federal Intermediate Credit Banks, [Production Credit Corpora
tions],^^ the Central Bank for Cooperatives, the Regional Banks for 
Cooperatives, or the Federal Land Banks, except that each such cor
poration shall be required to consult with the Secretary of the Treas
ury prior to taking any action of the kind covered by the provisions 
of subsections (a) and (b) of this section, and in the event an agree
ment is not reached, the Secretary of the Treasury may make a report 
in writing to the corporation, to the President, and to the Congress 
stating the grounds for his disagreement. 

S E C 304. (a) No corporation shall be created, organized, or acquired 
hereafter by any officer or agency of the Federal Government or by 

"Deleted by See. 201, Public Law 809 (70 Stat. 659), 84tli Congress. 
"Deleted by Sec. 201, Public Law 809 (70 Stat 659), 84th Congress. 



3 3 0 FINANCUL MANAGEMENT IN THE FEDERAL GOVERNMENT 

any Govemment corporation for the purpose of acting as an agency 
or instrumentality of the United States, except by Act of Congress 
or pursuant to an Act of Congress specifically authorizing such action. 

(b) No wholly owned Government corporation created by or under 
the laws of any State, Territory, or possession of the United States 
or any political subdivision thereof, or under the laws of the District 
of Columbia, shall continue after June 30,1948, as an agency or instru
mentality of the United States, and no funds of, or obtained from, the 
United States or any agency thereof, including corporations, shall 
be invested in or employed by any such corporation after that date, 
except for purposes of liquidation. The proper corporate authority 
of every such corporation shall take the necessary steps to institute 
dissolution or liquidation proceedings on or before that date: Pro
vided, That prior thereto any such corporation may be reincorporated 
by Act of Congress for such purposes and term of existence and with 
such powers, privileges, and duties as authorized by such Act, includ
ing the power to take over the assets and assume the liabilities of its 
respective predecessor corporation. 

Approved December 6, 1945. 



APPENDIX D 

NATIONAL S E C U R I T Y ACT O F 1947 

T I T L E I V ^ 

PROMOTION OF ECONOMY AND EFFICIENCY THROUGH ESTABLISHMENT 
OF UNIFORM BUDGETARY AND FISCAL PROCEDURES AND ORGANIZA
TIONS 

COMPTROLLER OF DEPARTMENT OP DEFENSE 

S E C 401, (a) There is hereby established in the Department of 
Defense the Comptroller of the Department of Defense, who shall be 
one of the Assistant Secretaries of Defense. 

(b) The Comptroller shall advise and assist the Secretary of De
fense in performing such budgetary and fiscal functions as may be 
required to carry out the powers conferred upon the Secretary of 
Defense by this Act, including but not limited to those specified in this 
subsection. Subject to the authority, direction, and control of the 
Secretary of Defense, the Comptroller shall— 

(1) supervise and direct the preparation of the budget esti
mates of the Department of Defense; and 

(2) establish, and supervise the execution of— 
(A) principles, policies, and procedures to be followed in 

connection with organizational and administrative matters 
relating to— 

7i) the preparation and execution of the budgete, 
(ii) fiscal, cost, operating, and capitel property ac

counting, 
riii) progress and statistical reporting, 
(iv) internal audit, and 

(B) policies and procedures relating to the expenditure 
and collection of funds administered by the Department of 
Defense j and 

(3) establish uniform terminologies, classifications, and pro
cedures in aU such matters. 

MILITARY DEPARTMENT BUDGET AND FISCAL ORGANIZATION— 
DEPARTMENTAL COMPTROLLERS 

SEC. 402.^ [Repealed. Co(Ufied in identical sections of title 10, 
United States Code, relating separately to the Army, Navy, and Air 
Force; for purposes of brevity only that prorision relating to the 
Army which is codified in section 3014 of title 10, United States Code, 
is repeated below: 

^ Title and section thereof added by section 11, Public Law 216, Slst Congress, August 
10, 1949 (63 Sta t 578). No comparable titie or Bectlons in Public Law 253, 80th 
Congress, July 26, 1947 (61 Stat. 495). 

"Repealed by section 53 of the Act of August 10, 1956 (70A Sta t 676). 
331 
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"§ 3014. (a) Subject to the authority, direction, and control of the 
Secretary of Defense, the Secretary of the Army shall have the fol
lowing matters in the Department of the Army organized and con
ducted consistently with the operations of the Office of the Comp
troller of the Department of Defense: 

(1) Budgeting. 
(2) Accounting. 
(3) Progress and statistical reporting. 
14.) Intemal audit. 
(5) Administrative organization structure, and mana^gerial 

procedures, relating to the matters covered by clauses ( l ) - ( 4 ) . 
" (b) There are a Comptroller of the Army and a Deputy Comp

troller of the Army in the Department of the Army. They shall be 
appointed by the Secretery of the Army. They shall be appointed by 
the Secretary of the Army. The Secretary may appoint either civilian 
or military personnel to these offices. I f either the Comptroller or the 
Deputy Comptroller is not a civilian, the other must be a cirilian. 

(c) Subject to the authority of the Secretary of the Army, the 
Comptroller is responsible for the matters in the Department of the 
Army named in subsection (a) ( l ) - ( 5 ) . 

" (d ) The Comptroller is under the direction and supervision of, 
and is directly responsible to, either the Secretary of the Army, the 
Under Secretary, or an Assistant Secretary. However, this subsec
tion does not prevent the Comptrolhjr from having concurrent respon
sibility to the Chief of Staff, the Vice Chief of Steff, or a Deputy 
Chief of Staff, if the Secretary so prescribes."] ' 

PERFORMANCE BUDGET 

S E C 403. (a) The budget estimates of the Department of Defense 
shall be prepared, presented, and justified, where practicable, and 
authorized programs shall be administered, in such form and manner 
as the Secretary of Defense, subject to the authority and direction of 
the President, may determine, so as to account for, and report, the 
cost of performance of readily identifiable functional programs and 
activities, with segregation of operating and capital programs. So 
far as practicable, the budget estimates and authorized programs of 
the military departments shall be set forth in readily comparable 
form and shall f oUow a uniform pattern. 

(b) In order to expedite the conversion from present budget and 
accounting methods to the cost-of-performance method prescribed in 
this title, the Secretary of each military department, with the approval 
of the President and the Secretary of Defense, is authorized and 
directed, until the end of the second year following the date of en
actment of this Act, to make such transfers and adjustments within 
the military department of which he is the head between appropria
tions available for obligation by such department in such manner as 
he deems necessary to cause the obligation and administration of 
funds and the reports of expenditures to reflect the cost of perform
ance of such programs and activities. Reporte of transfers and ad-

• Corresponding Navy and Air Force provisions are contained in title 10, United States 
Code, sections 5061 and 8014, respectively. 
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justments made pursuant to the authority of this subsection shall be 
made currently by the Secretary of Defense to the President and the 
Congress. 

OBLIGATION OP APPROPRIATIONS 

SEC. 404. In order to prevent overdrafte and deficiencies in any 
fiscal year for which appropriations are made, on and after the be
ginning of the next fiscal year following the date of enactment of 
this Act appropriations made to the Department of Defense or to the 
military (iepartmente, and reimbursemente thereto, shall be available 
for obligation and expenditure only after the Secretary of Defense 
shall approve scheduled rates of obligations, or modifications thereof: 
Provided, That nothing in this section shall affect the right of the 
Department of Defense to incur such deficiencies as may be now or 
hereafter authorized by law to be incurred. 

WORKING-CAPITAL FUNDS* 

SEC 405. (a) In order more effectively to control and account for 
the cost of programs and work performed in the Department of De
fense, the Secretary of Defense is authorized to require the establish
ment of working-capital funds in the Department of Defense for the 
purpose of— 

(1) financing inventories of such stores, supplies, materials, and 
equipment as he may designate; and 

(2) proriding working capital for such industrial-type activi
ties, and for such commercial-type activities as proride common 
services within or among the departments and agencies of the De
partment of Defense, as he may designate. 

(b) The Secretary of the Treasury is authorized and directed to 
establish on the books of the Treasury Department at the request of 
the Secretary of Defense the working-capital funds established pur
suant to the authority of this section. 

(c) Such funds shall be— 
(1) charged, when appropriate, with the cost of stores, sup

plies, materials, and equipment procured or otherwise acquired, 
manufactured, repaired, issued, and consumed and of serrices 
rendered or work performed, including applicable administrative 
expenses; and 

(2) reimbursed from available appropriations or otherwise 
credited for the cost of stores, supplies, materials, or equipment 
furnished and of services rendered or work performed, including 
applicable administrative expenses. 

Reports of the condition and operations of such funds shall be made 
annually to the President and to the Congress. 

* Section 645, Department of Defense Appropriation Act, 1954 (Act of August 1, 1953, 
Public Law 179 (67 Stat. 357)) provides In part as follows : 

"That current applicable appropriations of the Department of Defense may be credited 
with moneys arising from the disposition of such supplies, goods, and materiel as are not 
financed under stock funds pursuant to section 405 of the National Security Act, as 
amended: Provided further. That obligations may be incurred against anticipated reim
bursements to stock funds in such amounts and for such periods determined by the Secre
tary of Defense, with the approval of the Director of the Bureau of the Budget, to be neces
sary to maintain required stock levels not inconsistent with planned operations for the 
succeeding fiscal year, without regard to fiscal year limitations." 
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(d) The Secretary of Defense is authorized to provide capital for 
such working-capital fund by capitalizing inventories on hand and, 
with the approval of the President, by transfer, until December 31, 
1954, from unexpended balances of any appropriations of the mili
tary departments not carried to the surplus fund of the Treasury: 
Provided, That no deficiency shall be incurred in any such appropria
tion as a result of any such transfer. To the extent that such methods 
do not, in the determination of the Secretary of Defense, provide ade
quate amounte of working capital, there is hereby authorized to be 
appropriated, out of any moneys in the Treasury not appropriated 
for other purposes, such sums as may be necessary to provide ade
quate working capital. 

(e) Subject to the~authority and direction of the Secretary of De
fense, the Secretaries of the military departments shall allocate re~ 
sponsibility within their respective military departments for the exe
cution of functions which each military department is authorized by 
law to perform in such a manner as to effect the most economical and 
efficient organization and operation of the activities and use of the 
inventories for which working-capital funds are authorized by this 
section. 

(f) No greater cost shaU be incurred by the requisitioning agency 
for stores, supplies, materials, or equipment drawn from inventories, 
and for serrices rendered or work performed by the industrial-type 
or commercial-type activities for which working-capital funds are 
authorized by this section, than the amount of appropriations or funds 
available for such purposes. 

(g) The Secretary of Defense is authorized to issue regulations to 

f ovem the operation of activities and use of inventories authorized 
y this section, which regulations may, whenever he determines the 

measures set forth in this subsection to be required by the needs of the 
Department of Defense, and when such measures are authorized by 
law, permit stores, supplies, materials, and equipment to be sold to, 
and services to be rendered or work performed for, purchasers or users 
outside the Department of Defense. In such cases, the working-capital 
funds involved may be reimbursed by charges against appropriate 
appropriations or by payments received in cash. 

(h) The appraised value of all stores, supplies, materials, and 
equipment returned to such working-capital funds from any depart
ment, activity, or agency, may be charged to the working-capital fund 
concemed and the proceeds thereof shall be credited tx) the current 
appropriations concerned; the amount so credited shall be available 
for expenditures for the same purposes as the appropriations 
credited: Provided, That the prorisions of this subsection shall not 
permit credits to appropriations as the result of capitalization of in
ventories authorized by subsection (d) of this section. 

MANAGEMENT FUNDS 

SEC 406. The Act of July 3,1942 (56 Stat. 645, c. 484), as amended, 
is hereby further amended to read as follows: 

"(a) For the purpose of facilitating the economical and efficient 
conduci: of operations in the Department of Defense which are financed 
by two or more appropriations where the costs of the operations are 
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not susceptible of immediate distribution as charges to such appro
priations, there are hereby established the Navy Management Fund, 
the Army Management Fund, and the Air Force Management Fund, 
each within, and under the direction of the respective Secretaries of, 
the Departments of the Navy, Army, or Air Force, as the case may 
be. There are authorized to be appropriated from time to time such 
funds as may be necessary to accomplish the purposes of the funds. 

"(b) The corpus of the Navy Management Fund shall consist of 
the sum of $1,000,000 heretofore transferred to the Naval Procure
ment Fund from the Naval Emergency Fund (17X0300), which 
amount, and all balances in, and obligations against, any accounts 
in the Naval Procurement Fund, are hereby transferred to the Navy 
Management Fund; the corpus of the Army Management Fund shall 
consist of the sum of $1,000,000, which shall be transferred thereto 
from any unobligated balance of any appropriation available to the 
Department of the Army; the corpus of the Air Force Management 
Fund shall consist of the sum of $1,000,000, which shall be transferred 
thereto from any unobligated balance of any appropriation available 
to the Department of the Air Force; in each case together with such 
additional funds as may from time to time be appropriated to any of 
said funds. Accounts for the individual operations to be financed 
under the respective management funds shall oe esteblished only upon 
approval by the Secretary of Defense. 

(c) Expen(Utures may be made from said management funds 
from time to time for material (other than material for stock) and 
for personal and contractual serrices under such regulations as may 
be prescribed by the Secretary of Defense: Provided, (1) That no 
obligation shall be incurred against any such fund which is not prop
erly chargeable to available funds under an appropriation of the de
partment within which the fund is established or, whenever necessary 
to effectuate purposes authorized by this Act to funds of another de
partment or agency within the Department of Defense, and (2) that 
each fund shall be promptly reimbursed from the appropriate appro
priations of such department for aU expenditures properly chargeable 
thereto. Nothing herein or in any other provision of law shall be 
construed to prevent advances by check or warrant, or reimburse
ments to any of said management funds from appropriations of said 
departmente on the basis of the estimated cost of a project, such esti
mated cost to be revised and necessary appropriation adjustments 
made when adequate data become avaUable. 

"(d) Except as othei-wise provided by law, amounts advanced to 
the management funds under the provisions of this Act shaU be avail
able for obligation only during the fiscal year in which they are ad
vanced : Provided, That nothing contained in this Act shall alter or 
limit the authorized period of availability of the funds from which 
such advances are made. Final adjustmente of advances in accord
ance with actual costs shall be effected with the appropriate funds for 
the fiscalyear in which such funds are advanced. 

"(e) I n e portion of the Naval Appropriation Act, 1945 (58 Stat. 
301, 310), relating to the Naval Procurement Fund is hereby re
pealed." 
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ADJUSTMENT OF ACCOUNTS 

SEC. 407. (a) When under authority of law a function or an actirity 
is transferred or assigned from one department or agency within the 
Department of Defense to another such department or agency, the 
balances of appropriations which are determined by the Secretary of 
Defense to be available and necessary to finance or discharge the func
tion or activity so transferred or assigned may, with the approval of 
the President, be transferred to, and be available for use by, the de
partment or agency to which said function or activity is transferred 
or assigned for any purpose for which said funds were originally 
available. Balances so transferred shall be credited to any applicable 
existing appropriation account or accounte, or to any new appropria
tion account or accounts, which are hereby authorized to be established 
on the bcHjks of the Treasury Department, of the department or or-

f anization to which such function or actirity is transferred, and shall 
e merged with funds in the applicable existing or newly established 

appropriation account or accounte and thereafter accounted for as 
one fund. Balances transferred to existing accounts shall be subject 
only to such limitations as are specifically appUcable to such accounte 
a,nd those transferred to new accounte shall be subject only to such 
limitations as are applicable to the appropriations from which they 
are transferred, 

(b) The number of employees which in the opinion of the Secre
tary of Defense is required for such transferred functions or activities 
may, with the approval of the Director of the Bureau of the Budget, 
be deducted from any personnel maximum or limitation of the de
partment or agency within the Department of Defense from which 
such function or activity is transferred, and added to any such per
sonnel maximum or limitation of the department or agency to which 
such function or actirity is transferred. 

AVAILABILITY OF REIMBURSEMENTS 

SEC. 408. To carry out the purposes of this Act, reimbursements 
made under the authority of the Economy Act (31 U.S.C. 686), and 
sums paid by or on behalf of personnel of any department or organi
zation for services rendered or suppUes furnished, may be credited to 
authorized replacing or other accounts. Funds credited to such ac
counts shall remain available for obligation for the same period as 
the funds in the account so credited and each such account shall con
stitute one fund on the books of the Treasury Department. 

COMMON USE OF DISBURSING FACHXITIES 

SEC 409. To the extent authorized by the Secretary of Defense, 
disbursing officers of the Departmente of the Army, Navy, and Air 
Force may, out of accounte of advances available to them, make dis
bursemente covering obligations arising in connection with any func
tion or activity of any other department or organization within the 
Department of Defense and charge upon vouchers the proper appro
priation or appropriations of the other department or organization: 
Provided, That all said expenditures shaU subsequently be adjusted 
in settlement of disbursing officers' accounte. 
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REPORTS OF PROPERTY 

SEC 410."̂  [Repealed. Codified m section 2701 of title 10, United 
States Code, as follows: 

"§2701. (a) Under regulations prescribed by him, the Secretary of 
Defense shall have the records of the fixed property, instaUations, 
major equipment, items, and stored supplies of the military depart
ments maintained on both a quantitative and a monetary basis, so far 
as practicable. 

(b) The Secretary shall report once a year to Congress and the 
President on property records maintained under this section,"] 

REPEALING AND SAVING PROVISIONS 

SEC 411. AU laws, orders, and regulations inconsistent with the 
provisions of this title are repealed insofar as they are inconsistent 
with the powers, duties, and responsibilities enacted hereby: Provided, 
That the powers, duties, and responsibilities of the Secretary of 
Defense under this title shall be administered in conformance with the 
policy and requirements for administration of budgetary and fiscal 
matters in the Government generally, including accounting and finan
cial reporting, and that nothing in this title shall be construed as 
eliminating or modifying the powers, duties, and responsibilities of 
any other department, agency, or officer of the Government in con
nection with such matters, but no such department, agency, or officer 
shall exercise any such powers, duties, or responsibilities in a manner 
that will render ineffective the provisions of this title. 

"Repealed by section 53 of the Act of August 10, 1956 (70A Sta t 676). 





APPENDIX E 

EXCERPT FROM PUBLIC LAW 86-682 

86TH CONGRESS, H.R. 2239 

SEPTEMBER 2 , 19 60 

(Public Law 86-682 (74 Stat. 578), revised, co(Ufied, and enacted 
into law as Title 39 of the United States Code, the general and 

germanent laws relating to the Post Office Department and the Postal 
ervice. The foUowing excerpt relating to the financial administra

tion of the Post Office Department is from Part I I of this law.) 

PART II—FISCAL ADMINISTRATION 
CHAPTEE Sec. 
21. CONTRACTS 2001 
23. PEOPEBTT 2101 
25. FUNDS AND ACCOUNTING 2201 
27. POSTAL POLICY AND FISCAL REPORTS 2301 
29. DEBTS AND COLLECTIONS 2401 
31. STAMPS AND STAMPED PAPER 2501 

CHAPTER 21—CONTRACTS 
Sec. 
2001. Purchase or rental of equipment and supplies. 
2002. Bonds and contracts. 
2003. Purchase of supplies. 
2004. Contracts for enveloiies and other supplies. 
2005. Contracts for money order supplies. 
2006. Contracts for rental of equipment and services. 
2007. Purchase of motor-truck parts. 
2008. Hire of vehicles from employees. 
2009. Contracts for delivery of special delivery mail. 
2010. No postal material or supplies manufactured by convict labor. 
2011. Contracts for postal stations. 

§ 2001. Purchase or rental of equipment and supplies 
The Postmaster General may provide by purchase, rental, or other

wise, necessary equipment and supplies to carry out the provisions of 
this title. 
§ 2002. Bonds and contracte 

Bonds taken and contracts entered into by the Department shall be 
in the name of the United States of America. 
§ 2003. Purchase of supplies 

(a) The Postmaster General, in making purchases for equip
ment and supplies necessary for the Department, shall advertise as 
provided by law and award contracts therefor to the lowest respon
sible bidder. He shall solicit separate proposals and make separate 
contracts for each class fumished. 

339 
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(b) The Postmaster General shall record an abstract of all bids 
for furnishing supplies to the Department, stating the— 

(1) name of the party bidding; 
(3) terms of the offer; and 
(3) the sum to be paid. 

He shall keep on file and preserve all bids until the end of the con
tract term to which they relate. These records shall be open at all 
times for inspection by Congress, and by those who are interested ia 
the contracts. 

(c) The Postmaster General shall permit each bidder to be present, 
either in person or by attorney, when the bids are opened, and to 
examine all bids. 

§ 2004. Contracts for envelopes and other supplies 
(a) The Postmaster General may contract, for a period not to 

exceed four years, for— 
(1^ stamped envelopes for sale to the public; 
(2) envelopes for use by the executive departmente and agen

cies, subject to applicable regulations under section 481 of ti
tle 40; 

(3) postal cards and stamps; 
(4) miscellaneous equipment and supplies for the Field Postal 

Service; and 
(5) printing of post-route maps. 

(b) When the Postmaster General determines the interests of the 
Department require it, all adhesive stamps prescribed by him may be 
manufactured by the Department of the Treasury, in conformity with 
an agreement satisfactory to both the Postmaster General and the 
Secretary of the Treasury. 

§ 2005. Contracts for money order supplies 
Except when he procures them from the Govemment Print ing 

Office, the Postmaster General shall obtain money order supplies in 
accordance with the provisions of section 5 of title 41. He shall 
solicit separate proposals for each item. He shall enter into con
tracts for a period of not more than four years containing such con
ditions as he may prescribe. 

§ 2006. Contracts for rental of equipment and services 
(a) The Postmaster General, after advertising, may enter into 

contracts for a period of not more than four years for— 
(1) the rental of canceling machines; 
(2) the hire of vehicles for the City Delivery Service; 
(3) collection service by means of boxes attached to street 

cars; and 
(4) the operation of the Detroit River Postal Service. 

(b) The Postmaster General may not pay more than $270 a year 
for the rental and repairs of each canceling machine. 
§ 2007. Purchase of motor-truck parts 

The Postmaster General may make agreements without advertising 
with motor vehicle manufacturers for the purchase of parts for non-
passenger motor vehicles under such arrangement as he deems most 
advantageous to the Government at prices not in excess of the manu
facturer's list price less regular discounts. 
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§ 2008. Hire of vehicles from employees. 
The Postmaster General may hire, by contract or on an allowance 

basis, vehicles from postal employees, other than superrisors, for use 
in the city and village delivery, including special delivery serrices, 
and for the collection of mail. 
§ 2009. Contracts for deUvery of special delivery mail 

The Postmaster General, when he deems it expedient, may contract 
for the immediate delivery of all special delivery mail from any post 
office at any price less than eight cents per piece. 
§ 2010. No postal material or supplies manufactured by convict 

labor 
Except as provided in chapter 307 of title 18, the Postmaster Gen

eral may not make a contract for the purchase of equipment or sup
plies to be manufactured by convict labor. 
§ 2011. Contracts for postal stations 

The Postmaster General may enter into contracts for the conduct 
of contract stations for a term not exceeding three years. He may 
renew contracts at the same or lower contract price, for additional 
terms not exceeding three years unless 

(1) he finds that the renewal is not in the interest of the United 
States, or 

(2) not later than ninety days before the end of a contract term 
the Department receives a request in writing that the contract be 
opened for competitive bidding at the end of the term. 

Upon such a finding by him, or upon receipt of such a request, the 
Postmaster General shall terminate the contract, with respect to which 
the finding has been made or the request has been received, at the end 
of the current term and shall advertise for bids thereon in accordance 
with the existing laws relating to the advertising of public contracts 
and the award thereof on the basis of competitive bidding. 

CHAPTER 23—PROPERTY 
Sec. 
2101. Gifts, donations of services and property. 
2102. Leases. 
2103. Additional leasing authority. 
2104. Space procurement by lease-purchase agreements. 
2105. Development of existing sites and property. 
2106. Use of rental funds. 
2107. Congressional approval. 
2108. Lease-purchase agreement provisions. 
2109. Time limitations on agreements. 
2110. Taxes and rental adjustments. 
2111. Property title. 
2112. Advertisement. 
2113. Receipts from disposal of property. 
2114. Nonapplicabillty of statutes. 
2113. Purpose. 
2116. Annual report. 
§ 2101. Gifts, donations of services and property 

The Postmaster General may accept gifts and donations of services 
and property in aid of the activities of the Department. 
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§2102. Leases 
(a) Notwithstanding any other provision of law the Postmaster 

General may lease, on such terms as he deems appropriate, real prop
erty necessary in the conduct of the affairs of the Department. 

(b) The term of a lease may not exceed twenty years when made 
for quarters— 

(1) for post offices of the first, second and third classes; 
(2) for terminal railway post offices; and 
(3) at public airporte. 

(c) The Postmaster General may rent quarters for postal purposes 
without entering into a formal written contract where the amount 
of the rental does not exceed $1,000 per annum. 

(d) When a leased building or part thereof becomes unfit for 
use for the purpose rented, the Postmaster General may not pay rent 
until it is put in satisfactory condition by the lessor, or at his option 
he may cancel the lease. 
§ 2103. Additional leasing authority 

(a) In addition to the authority vested in him by section 2102 of 
this title the Postmaster General may— 

(1) negotiate and enter into lease agreements which do not 
bind the Government forperiods exceedmg thirty years, on such 
terms as the Postmaster General deems to be in the best interests 
of the United States, for the erection by the lessor of the buildings 
and improvements for postal purposes as the Postmaster General 
deems appropriate, on lands sold, leased, or otherwise disposed 
of by the Postmaster General to, or otherwise acquired by, the 
lessor; 

(2) for the purposes of paragraph (1) of this subsection, and 
without regard to sections 630-630h of title 5, sections 471-475, 
481, 483^92, and 511-514 of title 40, sections 5,153, and 251-255, 
257-260 of title 41, sections 391-401 of title 44, and section 1622 
of title 50, appendix— 

(A) acquire by purchase, condemnation, lease, donation, 
or otherwise, and on such terms as he deems appropriate 
to the best interests of the United States, real property and 
interests therein, for use for postal purposes; and 

(B) dispose of real property, and interests therein, ac
quired for use or used for postal purposes by sale, lease, or 
otherwise, on such terms as he deems appropriate to the best 
interests of the United States. 

(b) The Postmaster General may not, for the purpose of this sec
tion, dispose of (1) any Government-owned property, or intereste 
therein, acquired pursuant to section 352 of title 40 or (2) any Govern
ment-owned property, or interests therein, acquired pursuant to law 
prior to July 22,1954, on which there has been constructed a building 
to be used for postal purposes and which is presently being used for 
those purposes. 

(c) Funds available to the Department for the payment of rents 
may be utilized by the Postmaster General for the purposes of this 
section. 
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§ 2104. Space procurement by lease-purchase agreements 
Whenever the Postmaster General determines that— 

(1) there is a substantial need for space for postal purposes 
in any particular area which cannot be satisfied by utilization 
of any existing property suitable for the purpose then owned 
by the Government, 

(2) the receipts of the post office serving the area exceed 
$10,000 per year, and 

(3) the best intereste of the United States will be served by 
taking action hereunder. 

he may obtein and provide space for postal purposes in suitable struc
tures of permanent-type construction in the several States, the Dis
trict of Columbia, and the Territories and possessions of the United 
States by negotiating and entering into lease-purchase agreements, 
the terms of which may not be less than ten nor more than twenty-
five years and which shall provide in each case that title to the prop
erty shall vest in the United States at or before the expiration of the 
leasehold term and upon fulfillment of the terms and. conditions stipu
lated in each lease-purchase agreement. The terms and conditions 
shall provide for the application to the purchase price agreed upon 
therein of rental payments made thereunder. The payments under 
an agreement may include amounts for the amortization of the fair 
market value on the date of the agreement of the property described 
therein. The financial transactions of the Department with respect 
to lease-purchase agreements are subject to the accounting and audit
ing requirements of sections 2202,2206-2208, and 2211 of this title. 

§ 2105. Development of existing sites and property 
(a) Except as provided in subsection (c) of this section, the Post

master General may exercise the powers granted in section 2104 of 
this title with respect to existing properties, including those for which 
conversions, additions, extensions, or remodeling may be required, 
and properties upon which construction is to be subsequently 
effected in pursuance of the terms of applicable lease-purchase agree
ments. 

(b) Except as provided in subsection (c) of this section, the Post
master General may— 

(1) enter into agreements to effectuate any of the purposes 
of this section, and 

(2) bring about the development and improvement of any 
land purchased by the United States for postal purposes, includ
ing the demolition of obsolete and outmoded structures situate 
thereon, by providing for the construction thereon by others of 
such structures and facilities as are the subject of the applicable 
lease-purchase agreement. 

(c) This section does not authorize the Postmaster General to enter 
into lease-purchase agreements with respect to any site owned by the 
Government which was acquired pursuant to law prior to July 22, 
1954, on which there has been constructed a building to be used for 
postal purposes and which was being used for those purposes on 
July 22,1954. 

65686—61 23 
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§ 2106. Use of rental funds 
The Postmaster General may use funds available to the Department 

for the payment of rents to make payments becoming due from time 
to time from the United States in pursuance of lease-purchase agree
ments entered into under the authority of sections 2104 and 2105 of this 
title. He may not expend the funds for acquisition of title to the 
property covered by any lease-purchase agreement prior to the expira
tion of the leasehold term specified therein, whetiier by exercise of 
option to purchase or otherwise, in the absence of specific appropria
tion of funds for the acquisition. 

Appropriations for acquisition purposes are hereby authorized. 

§ 2107. Congressional approval 
Appropriations may not be made for lease-purchase projects which 

have not been approved by resolutions adopted by the Committees on 
Public Works of the Senate and House of Representatives, respec
tively, before July 22, 1957. For the purpose of securing considera
tion of the approval the Postmaster General shall transmit to those 
Committees a prospectus of the proposed project, including, but not 
limited to— 

(1) a brief description of the building located or to be erected 
at a given location; 

(2) an estimate of the maximum cost of site and building to
gether with the term of years over which payments would run 
and the maximum rate of interest that would be acceptable for 
any deferred part of the cost; 

(3) a certificate of need for the space signed by the head of the 
agency which will use the facility; 

(4) a statement by the Postmaster General that suitable space 
owned by the Government is not available and that suitable rental 
space is not available at a price commensurate with that to be 
afforded through the contract proposed; 

(5) a statement of the managerial, custodial, heat and utility 
services to be provided by the contractor, or an estimate of their 
probable cost if to be supplied in any par t by the Government; 

(6) a statement of the requirements for tax liability, upkeep 
and maintenance of the property by either the contractor or the 
Government during the period ofthe contract; 

(7) a statement of rente and other housing costs currently being 
paid by the Government for any agencies to be housed in the build
ing to be erected; and 

(8) a statement in writing by the Director of the Bureau of the 
Budget that the project is necessary and in conformity with the 
policy of the President. The statement by the Director shall be 
based on budgetary and related considerations and does not con
stitute approval by the Director of the specific terms or prorisions 
of any proposed agreement or of the selection of any particular 
contractor or lessor. 

§ 2108. Lease-purchase agreement provisions 
(a) Each lease-purchase agreement shall include such provisions 

as the Postmaster General deems to be in the best interest of the United 
States and appropriate to secure the performance of the obligations 
imposed upon the party that enters into an agreement with the United 
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States. The agreement may not provide for any payment to be made 
by the United States in excess of the amount necessary, as determined 
by the Postmaster General, to— 

(1) amortize— 
(A) the cost of improvements to be constructed plus the 

fair market value, on the date of the agreement, of the site, 
if owned or acquired by the contractor, or 

(B) the fair market value, on the date of the agreement, 
of completed improvemente together with the site thereof, or 

(C) a combination of the foregoing in the case of existing 
improvements to be remodeled by the contractor; and 

(2) provide a reasonable rate of interest on the outstanding 
principal as determined under item (1) of this subsection, and 

(3) reimburse the contractor for the cost of any other obliga
tions assumed by him under the contract, including, but not 
limited to, payment of taxes, costs of carrying appropriate in
surance, and costs of repair and maintenance if assumed by the 
contractor. 

(b) Each lease-purchase agreement entered into pursuant to sections 
2104 and 2105 of this title shall provide for equal annual payments 
for the amortization of principal with interest thereon. The Post
master General may not enter into the contract unless the amount of 
the annual payment required by it plus the aggregate of the annual 
payments required by all other lease-purchase agreements entered 
into during the same fiscal year do not exceed the specific limitations 
on the payments which are provided in appropriation acts. 
§ 2109. Time limitations on agreements 

Agreements may not be entered into under sections 2103-2105 of 
this title after July 22, 1964. 
§ 2110. Taxes and rental adjustments 

(a) An interest in real property acquired under the provisions of 
sections 2104 and 2105 of this title, is subject to State and local taxes 
until title passes to the Government of the United States. 

(b) The Postmaster General may, at the time he enters into a lease-
purchase or lease agreement under authority of sections 2103-2105 of 
this title, include a provision for adjustment of the rental paid to a 
lessor to compensate for an increase or decrease in taxes on the leased 
property. 
§211L Property title 

(a) The Postmaster General shall take title, on behalf of the United 
States, to all real property purchased by him under authority of sec
tions 2103-2105 of this title. 

(b) Section 175 of title 50 applies to the acquisition in fee simple 
of real property under sections 2103-2105 of this title, except that a 
lease-purchase agreement to acquire real property under sections 2104 
and 2105 of this title may be entered into and placed in effect after 
request for but prior to receipt of an opinion of the Attorney General 
with respect to the validity of title to the real property described 
therein. 



3 4 6 FINANCUL MANAGEMENT IN THE FEDERAL G0VERNMEN1 

§ 2112. Advertisement 
Section 5 of title 41 applies— 

(1) to the acquisition of real property by lease-purchase agree
ments, under authority of sections 2104 and 2105 of this title, and 

(2) to the lease agreements entered into under authority of 
item (1) of section 2103 (a) of this title. 

§ 2113. Receipts from disposal of property 
(a) Amounts received by the Government from disposals of prop

erty acquired under authority of sections 2103-2116 of this title in 
the performance by the Postmaster General of the functions vested 
in him by sections 2103-2116 of this title shall be credited to the current 
applicable appropriation of the Department and shall be available for 
expenditure for the purposes of sections 2103-2116 of this title. Any 
ainount received by the Postmaster General from the sale of such 
property, under authority of sections 2103-2116 of this title, which 
exceeds the amount paid therefor from the appropriations for the De
partment, shall be covered into the Treasury as miscellaneous receipts. 

(b) Amounts received by the Postmaster General from the 
disposal of real property acquired by the Government under authority 
of the PubUc BuUdings Act of May 25, 1926 (44 Stat. 630), as 
amended, and the Public Buildings Act of 1949 (63 Stat. 176), as 
amended, which may be transferred to the Postmaster General, shall 
be disposed of in accordance with the provisions of sections 303b, 345, 
or 485 of title 40, whichever section may be applicable. 

§2114. Nonapplicability of statutes 
Sections 34 and 259 of title 40, and sections 12 and 14 of title 41, 

and any other provision of law, except applicable labor standards 
provisions, relating to the acquisition or disposal of real property, 
construction of buildings, or leasing of space, do not apply to any_ of 
the functions performed by the Postmaster General in effectuating 
the purposes of sections 2103-2116 of this title, except as prorided 
by sections 2111 and 2112 of this title. 

§2115. Purpose 
Sections 2103-2116 of this title supplement other provisions of 

law for the leasing of space for postal purposes by providing authori
zation for the acquisition by the Postmaster General of space 
through the execution of lease-purchase and other agreements under 
which the United States will obtain immediate use of the space and 
will make periodic payments, and in the case of lease-purchase agree
mente will obtain title to the property described therein at or prior to 
the end of the term prescribed therein. Sections 2104-2108 of this 
title do not constitute a substitute for or a replacement of any program 
for the construction by the United States of such structures as may 
be required from time to time by the postal service. 
^2116. Annual report 

The Postmaster General shall include in his annual report an ac
count of transactions conducted during the applicable year pursuant 
to the provisions of sections 2103-2105 of this title. 
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CHAPTER 25—FUNDS AND ACCOUNTING 

GENERAL 
Sec. 
2201. Appropriation for the Department. 
2202. Post Offlce Department fund. 
2203. Reimbursement of appropriations. 
2204. Charges against postal revenues. 
2205. Date of orders, entries, contracts. 
2206. Audit by General Accounting Offlce. 
2207. Administrative accounting. 
2208. System of accounting and control. 
2209. Responsibility of postmasters. 
2210. Withholding compensation of postmasters. 
2211. Administrative examination of accounts. 
2212. Continuance of disbursing officer's account and issuance of checks. 

POSTAL MODERNIZATION FUND 

2231. Establishment of fund. 
2232. Appropriations to fund. 
2233. Expenditures from fund. 
2234. Management of fimd. 

§2201. Appropriation for the Department 
Congress shall appropriate the revenue of the Department, not 

otherwise obligated by law, to the extent necessary for the operation 
of the Department. 
§ 2202. Post Office Department fund 

(a) The Secretary of the Treasury shall maintain a revolring fund, 
known as the Post Office Department fund. He shall deposit in the 
fund, subject to withdrawal by check by the Postmaster General— 

(1) amounts requisitioned by the Postmaster General against 
appropriations available to the Department out of the general 
fund of the Treasury; and 

(2) amounte from the revenue of the Department, includ
ing any excess of funds accrued because of money orders remain
ing unpaid, that the Postmaster General may pay into the fund. 

(b) The Postmaster General may, within limits of appropriations 
and subject to provisions of appropriations or other laws limiting 
expenditures or authorizing appropriations, use the funds of the 
Department, from wherever source derived, in the exercise of any 
power or function vested in him. 

(c) The Postmaster General may use any appropriation of the 
Department for the payment of expenses for attendance at meetings 
of technical, scientific, professional, or similar organizations con
cerned with the function or activity for which the appropriation is 
made. 
§2203. Reimbursement of appropriations 

(a) Collections resulting from damage to Government-owned vehi
cles operated by the Department shall be credited by the Postmaster 
General to applicable appropriations and shall be available for meet
ing repair cost of damaged vehicles. 

(b) Collections from the sale of leather, metal, canvas cuttings 
and old canvas resulting from the manufacture and repair of mail 
bags and locks shall be credited by the Postmaster General to appli-
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cable appropriations and shall be available for meeting the cost of 
the manufacture and repair. 

§2204. Charges against postal revenues 
(a) The Postmaster General shall pay indemnities for the loss of or 

damage to registered, insured and collect-on-delivery mail, and the 
expense of manufacturing embossed stamped envelopes, printed or 
unprinted, from postal revenue. 

(b) The Postmaster General shall pay money orders from the 
receipts representing the face value of money orders issued. 

§2205. Date of orders, entries, contracts 
An officer or employee who— 

(1) makes an order, entry or memorandum on which an action 
is to be based, allowance made, or money paid; or 

(2) enters into a contract or other obligation on behalf of the 
Department; or 

(3) files or receives on behalf of the Department any paper 
relating to contracte or allowances 

shall indicate thereon the date of the action. 
§2206. Audit by General Accounting Office 

The General Accounting Office shall audit the financial transactions 
of the Department in accordance with such principles and procedures 
and under such regulations as may be prescribed by the Comptroller 
General. To the fullest extent practicable, as determined by the 
Comptroller General, all accounts of accountable officers, contracts, 
vouchers, or other documents that are required by law to be sub
mitted to the General Accounting Office shall be retained in the De
partment and the audit shall be conducted at the places where the 
accounte of the Department are normally kept in accordance with 
the determinations of the Postmaster General. The representatives 
of the General Accounting Office shall have access to all books, 
accounte, financial records, reports, files, and other papers, or. prop
erty belonging to or in use by the Department and necessary to facili
tate the audit, and shall have full facUities for verifying transactions 
with the balances or securities held by depositaries, fiscal agente, and 
custodians. In the determination of the auditing pr<x;edures to be fol
lowed, and the extent of the examination of vouchers and other docu
ments, the Comptroller General shall give due regard to the adequacy 
of the system of accounts and intemal control maintained by the 
Department and to generally accepted principles of auditing. 

§2207. Administrative accounting 
(a) The Postmaster General shall perform all functions relating 

to the Department with respect to— 
(1) the maintenance of administrative appropriation and fund 

accounts; 
(2) accounts receivable and payable; 
(3) allotment controls; 
(4) the preparation of financial and statistical reports; 
(5) the preaudit of expenses; and 
(6) related administrative, accounting, and reporting func

tions. 
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(b) The Postmaster General shall provide for such preaudit of 
expenses as he deems necessary. 
§2208. System of accounting and control 

(a) The Postmaster General shall establish and maintain a system 
of accounting conforming to accounting principles and standards 
prescribed by the Comptroller General, and a system of internal 
control providing for— 

(1) adequate accounting and internal control, including ap
propriate provisions for internal audit over and accountability 
for all funds, property and other assets for which the Depart
ment is responsible; 

(2) assembling of financial information needed for manage
ment purposes; and 

(3) full disclosure of the financial results of the operations 
of the Department. 

(b) Officers and employees of the Department shall render ac
counts required by the Postmaster General in such form and with 
such certificate as he prescribes. 

(c) The Comptroller General shall cooperate with the Postmaster 
General in the establishment of the accounting system provided for 
by subsection (a) of this section and shall approve the system when 
he deems it to be in conformity with the accounting principles and 
standards prescribed by him under such subsection. 
§2209. Responsibility of postmasters 

(a) A postmaster is responsible for— 
(1) the due performance of the duties including the coUection 

of the revenue of the post office; and 
(2) the safekeeping of all monies, accountable paper, and 

other property of the post office, or coming into the custody of 
the office. 

(b) Postmasters shall keep all money collected at a post office, or 
which may come into the custody of a post office, without— 

(1) loaning; 
(2^ using; 
(3) depositing in an unauthorized bank; or 
(4) exchanging for other funds; 

until it is required, by order or regulation of the Postmaster General, 
to be transferred or paid out. 

(c) A postmaster at an office in a city or town where there is no 
designated depository may make temporary deposits of money in 
his custody, in a national bank or State bank— 

(1) in the State where the postmaster resides; or 
^2) in the State in which the post office is located; or 
(3) within a reasonable radius of his post office in an adjacent 

State. 
The postmaster shall make the deposits in his official capacity and 
at his own risk. Interest may not be paid or received on a deposit 
made in accordance with this subsection. 

(d) Except when an acting postmaster has been appointed under 
section 3315 (c) of this title a postmaster shall be responsible for acts 
of— 



3 5 0 FINANCUL MANAGEMENT IN THE FEDERAL GOVERNMEISTT 

(1^ persons acting in his place during his absence; and 
(2) assistants and other employees in the post office, its 

branches and stations. 
§2210. Withholding compensation of postmasters 

When the Postmaster General is satisfied that a postmaster has 
made a false statement of account, he may withhold compensation on 
the account and allow such compensation as he deems proper under 
the circumstances. 
§2211. Administrative examination of accounts 

The Postmaster General shall designate the places where the De
partment will conduct administrative examination of the accounts 
of its officers and employees. With the concurrence of the Comp
troller General, the Postmaster General may waive administrative 
examination, in whole or in part, when it is determined that the 
other accounting and audit procedures of the Department adequately 
protect the interests of the United States. 
§ 2212. Continuance of disbursing officer's accounts and issuance 

of checks 
(a) In case of the death, resignation, or separation from office of 

the disbursing officer for the Post Office Department his accounts may 
be continued and paymente made in his name by the assistant dis-
buring officers designated by the Postmaster General or designated 
by any official of the Post Office Department authorized by the Post
master General to make such a designation, for a period of time not 
to ex:tend beyond the last day of the second month following the 
month in which the death, resignation or separation occurs. The 
accounte and paymente shall be aUowed, audited, and settled and 
the checks signed in the name of the former disbursing officer for the 
Post Office Department shall be honored in the same manner as if the 
former disbursing officer for the Post Office Department had continued 
in office. 

(b) A former disbursing officer for the Post Office Department, 
his estate, or the surety on his official bond, is not subject to legal 
liability or penalty for the official accounte and defaults of the assist
ant disbursing officers acting in the name or in the place of the former 
disbursing officer, but the assistant disbursing officers and their sureties 
are responsible therefor. 

POSTAL MODERNIZATION FUND 

§ 2231. Establishment of Fund 
There is established in the Treasury of the United States a fund 

to be known as the "Postal Modernization Fund". 
§2232. Appropriations to Fund 

There are authorized to be appropriated and paid into the Fund 
such sums as may be necessary during each fiscal year, beginning 
with the fiscal year ending June 30, 1959, and ending with the fiscal 
year ending June 30, 1961, to carry out the purposes of section 2233 
of tliis title. 
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§ 2233. Expenditure from Fund 
Moneys paid into the Fund, together with any income thereof 

under section 2234(b) of this title or otherwise, shall be available 
until expended for obligation by the Postmaster General for the 
purpose of conducting research, either directly or through private 
or other organizations, and for the purpose of developing, acquiring, 
and placing into operation improved equipment and facilities for the 
performance of the postal function. 
§2234. Management of Fund 

(a) The Secretary of the Treasury shall hold the Fund, and after 
consiiltation with the Postmaster General report to the Congress not 
later than the first day of January of each year on the financial 
condition of the Fund as of the end of the next preceding fiscal year. 

(b) The Secretary of the Treasury shall invest such portion of the 
Fimd as is not, in his judgment, after consultation with the Post
master General, reijuired to meet current withdrawals. Investments 
may be made only in interest-bearing obligations of the United States 
or in obligations guaranteed as to both principal and interest by the 
United States. 

CHAPTER 27—POSTAL POLICY AND FISCAL REPORTS 

POSTAL POLICY 
Sec. 
2301. Findings of Congress. 
2302. Declaration of policy. 
2303. Identification of and appropriations for public services. 
2304. Reviews, studies, surveys, and reports of Postmaster General. 
2305. Effect on fourth-class mail rates. 
2306. Costs for establishing postal rates. 

REPORTS 
2331. Cost Ascertainment. 
2332. Postal Modemization Fund. 

§2301. Findings of the Congress 
The Congress hereby finds that— 

(1) the postal establishment was created to unite more closely 
the American people, to promote the general welfare, and to 
advance the national economy; 

(2) the postal establishment has been extended and enlarged 
through the years into a nationwide network of services and facil
ities for the communication of inteUigence, the dissemination of 
information, the advancement of education and culture, and the 
distribution of articles of commerce and industry. Furthermore, 
the Congress has encouraged the use of these broadening services 
and facilities through reasonable and, in many cases, special 
postal rates; 

(3) the development and expansion of these several elements of 
postal service, under authorization by the Congress, have been the 
impelling force in the origin and growth of many and varied busi
ness, commercial, and industrial enterprises which contribute 
materially to the national econoiny an(i the public welfare and 
which depend upon the continuance of these elements of postal 
serrice; 
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(4) historically and as a matter of public policy there have 
evolved, in the operations of the postal establishment authorized 
by the Congress, certain recognized and accepted relationships 
among the several classes of mail. I t is clear, from the continued 
expansion of the postal service and from the continued encour
agement by the Congress of the most widespread use thereof, that 
the postal establishment performs many functions and offers ite 
facilities to many users on a basis which can only be justified as 
being in the interest of the national welfare; 

(5) while the postal establishment, as all other Government 
agencies, should be operated in an efficient manner, it clearly is 
not a business enterprise conducted for profit or for raising gen
eral funds, and it would be an unfair burden upon any particular 
user or class of users of the mails to compel them to bear the 
expenses incurred by reason of special rate considerations granted 
or facilities prorided to other users of the mails, or to under
write those expenses incurred by the postal establishment for 
serrices of a nonpostal nature; and 

(6) the public interest and the increasing complexity of the 
social and economic fabric of the Nation require an immediate, 
clear, and affirmative declaration of congressional policy with 
respect to the actirities of the postal estabUshment including 
those of a public serrice nature as the basis for the creation and 
maintenance of a sound and equitable postal-rate structure which 
will assure efficient service, prcJduce adequate postal revenues, and 
stand the test of time. 

§ 2302. Declaration of policy 
(a) The Congress hereby emphasizes, reaffirms, and restates its func

tion under the Constitution of the United States of forming postal 
policy. 

(b) I t is hereby declared to be the policy of the Congress, as set 
forth in sections 2301-2305 of this t i t l e^ 

(1) that the post office is a public serrice; 
(2) to proride a more stable basis for the postal-rate struc

ture through the establishment of general principles, standards, 
and related requiremente with respect to the detennination and 
allocation of postal revenues and expenses; and 

(3) in accordance with these general principles, standards, and 
related requiremente, to proride a means by which the postal-
rate structure may be fixed and adjusted by action of the Con
gress, from time to time, as the public interest may require, in 
the light of perio(Uc reriews of the postel-rate structure, periodic 
studies and surveys of expenses and revenues, and periodic re
ports, required to be made by the Postmaster General as pro
rided by section 2304 of this title. 

(c) The general principles, standards, and related requiremente 
referred to in subsection (b) of this section are as follows: 

(1) In the determination and adjustment of the postal-rate 
structure, due consideration should be given to— 

(A) the preservation of the inherent advantages of the 
postal serrice in the promotion of social, cultural, intellec
tual, and commercial intercourse among the people of the 
United Stetes; 
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(B) the development and maintenance of a postal serrice 
adapted to the present needs, and adaptable to the future 
needs, of the people of the United States; 

(C) the promotion of adequate, economical, and efficient 
postal service at reasonable and equitable rates and fees; 

(D) the effect of postal services and the impact of postel 
rates and fees on users of the mails; 

(E) the requirements of the postal establishment with re
spect to the manner and form of preparation and presenta
tion of mailings by the users of the various classes of mail 
serrice; 

(F) the value of mail; 
^G) the value of time of delivery of mail; and 
(H) the cjuality and character of the service rendered in 

terms of priority, secrecy, security, speed of transmission, 
use of facilities and manpower, and other pertinent serrice 
factors. 

(2) The acceptance, transportation, and delivery of first class 
mail constitutes a preferred serrice of the postal establishment 
and, therefore, the postage for first class mail should be sufficient 
to cover (A) the entire amount of the expenses allocated to first 
class mail in accordance with sections 2301-2305 of this title and 
(B) an ad(Utional amount representing the fair value of all ex
traordinary and preferential serrices, facilities, and factors re
lating thereto. 

(3) Those services, elements of serrice, and facilities rendered 
and prorided by the postal establishment in accordance with law, 
including services having public service aspects, which, in whole 
or in part, are held and considered by the Congress from time to 
time to be public services for the purposes of sections 2301-2305 
of this title shall be administered on the following basis: 

(A) the sum of such public serrice items as determined 
by the Congress should be assumed directly by the Federal 
Government and paid directly out of the general fund of the 
Treasury and should not constitute direct charges in the form 
of rates and fees upon any user or class of users of such public 
services, or of the mails generally; and 

(B) nothing contained in any provision of section 2301-
2305 of this title should be construed as indicating any inten
tion on the part of the Congress (i) that such public serrices, 
or any of them, should be limited or restricted or (ii) to dero
gate in any way from the need and desirability thereof in the 
public interest. 

(4) Postal rates and fees shall be adjusted from time to time as 
may be required to produce the amount of revenue approxi
mately equal to the total cost of operating the postal establish-

• ment less the amount deemed to be attributable to the performance 
of public services under section 2303(b) of this title. 

§2303. Identification of and appropriations for public services 
(a) The following shall be considered to be public services for the 

purposes of sections 2301-2305 of this title— 
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(1) the total loss resulting from the transmission of matter in 
the mails free of postage or at reduced rates of postage as provided 
by statute, including the following: 

(A) reduced rates for certain publications as provided 
by sections 4359 and 4360 of this title; 

(B) penalty mailings of the Pan American Union and 
the Pan American Sanitary Bureau as provided by section 
4152(a) of this title; 

(C) free-in-county mailing of publications as provided 
by section 4358 of this title; 

(D) free postage and reduced postage rates on reading 
matter and other articles for the blind as provided by sec
tions 4653 and 4654 of this title; 

(E) free mailing privileges for members of the diplomatic 
corps of the countries of the Postal Union of the Americas 
and Spain as provided by section 4167 of this title; 

(F) free mailing privileges granted to individuals by the 
Act of May 7, 1945 (59 Stat. 707) and other provisions of 
law; 

(G) reduced third-class postage rates to certain organiza
tions as prorided by section 4452 of this title; 

(H) section 302 of The Federal Voting Assistance Act of 
1955 (5 U.S.C. 2192), granting free postage, including free 
airmail postege, to post cards, ballots, voting instructions, 
and envelopes transmitted in the mails under authority of 
that Aot; and 

(I) reduced postage rates on books, films, and similar 
educational material as provided by section 4554 of this 
title. 

(2) the loss resulting from the operation of such prime and 
necessary public serrices as the star route system and third and 
fourth class post offices; 

(3) the loss incurred in performing nonpostal services, such as 
the sale of documentary stamps for the Department of the 
Treasury; 

(4) the loss incurred in performing special services such as 
cash on delivery, insured mail, special delivery, and money orders; 
and 

(5) the additional cost of transporting United States mail by 
foreign air carriers at a Universal Postal Union rate in excess 
of the rate prescribed for United States carriers. 

(b) There is hereby authorized to be appropriated to the revenues 
of the Post Office Department for each fiscal year from any money in 
the Treasury not otherwise appropriated an amount, which shall be 
deemed to be attributable to the public services enumerated under 
subsection (a) of this section, equal to the total estimated expendi
tures of the Post Office Department for the year for such public serv
ices as determined by the Congress in the appropriation Act based 
upon budget estimates submitted to the Congress. The appropria
tions shall be available to enable the Postmaster General to pay in to 
postal revenues at quarterly or other intervals such sums as may be 
necessary to reimburse the Post Office Department for the amount 
attributable to public services. 
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§2304. Reviews, studies, surveys, and reports of Postmaster 
General 

(a) The Postmaster General shall initiate and conduct, through the 
facilities of the postel establishment, either on a continuing basis or 
from time to time, as he deems advisable, but not less often than every 
two years, a review of the postal-rate structure and a study and survey 
of the expenses incurred and the revenues received in connection with 
the several classes of mail, and the various classes and kinds of serrices 
and facUities provided by the postal establishment, in order to deter
mine, on the basis of the review, study, and survey for each class and 
kind of service or facility provided by the postal establishment, the 
need for adjustment of postal rates and fees in accordance with the 
policy set forth in sections 2301-2305 of this title. 

(b) The Postmaster General shall submit to the Senate and the 
House of Representatives not later than April 15 of each alternate 
fiscal year, beginning with the fiscal year ending June 30, 1960, a 
report of the resulte of the review, study, and survey conducted pur
suant to subsection (a) of this section which includes— 

(1) information with respect to expenses and revenues which 
is pertinent to the allocation of expenses and the determination 
and adjustment of postal rates and fees in accordance with the 
policy set forth in sections 2301-2305 of this title; and 

(2) such other information as is necessary to enable the Con
gress, or as may be required by the Congress or an appropriate 
committee thereof, to carry out the purposes of sections 2301-
2305 of this title. 

§ 2305. Effect on fourth class mail rates 
The prorisions of sections 2301-2304 of this title do not require 

any downward adjustment in rates of postage on fourth class mail 
existing on May 27,1958. 
§ 2306. Costs for establishing postal rates 

The amounts contributed by the Post Office Department to the civil 
service retirement and disability fund in compliance with section 
2254(a) of title 5 are considered as costs of providing postal service 
for the purpose of establishing postal rates. 

REPORTS 

§ 2331. Cost ascertainment 
(a) The Postmaster General shall ascertain and state annually the 

revenues derived from and the cost of— 
(1) carrying and handling the several classes of mail matter; 

and 
(2) performing special services. 

(b) The appropriations of the Department, as determined by the 
Postmaster General, shall be available for cost of supervising or con
ducting the studies required by this section. 
§ 2332. Postal Modernization Fund 

The Postmaster General shall include in his annual report to the 
President for each year a detailed report of his activities during the 
year under sections 2231-2234 of this title. 
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CHAPTER 29-DEBTS AND COLLECTIONS 
Sec. 
2401. Oollection of debts. 
2402. Transportation of international mail by air carriers of the United States. 
2403. Adjustment of claims of iwstmasters and Armed Forces postal clerks. 
2404. Penalty for failure to render accounts. 
2405. Deficiency in accounts. 
2406. Limitation of action against sureties. 
2407. Penalties and forfeitures imposed for violations. 
2408. Suits to recover wrongful or fraudulent payments. 
2409. Settlement of claims for damages caused by Post Offlce Department and 

services. 
2410. Delivery of stolen money to owner. 
2411. Substitute checks. 
§ 2401. Collection of debts 

(a) The Postmaster General shall— 
(1) collect debte due the Department; and 
(2) collect and remit fines, penalties, and forfeitures arising out 

of matters affecting the Department. 
He may refer any debt, which is uncollectible through administrative 
action, to the General Accounting Office for collection. 

This subsection does not affect the authority of the Attorney Gen
eral in cases in which judicial proceedings are instituted. 

(b) In all cases of disability or alleged liability for any sum of 
money by way of damages or otherwise, under any prorision of law 
in relation to the officers, employees, operations, or business of the 
Postel Service, the Postmaster General shall determine whether the 
interests of the Department probably require the exercise of his powers 
over the same. IJpon the determination the Comptroller General, 
with the written consent of the Postmaster General and on such terms 
as the Postmaster General deems just and expedient, may— 

^ 1) remove the disability; or 
(2) compromise, release, or discharge the claim for such sum 

of money and damages. 
(c) Subsection (b) applies to cases involving balances due the 

United States through accountability for public moneys under any 
provisions of law in relation to the officers, employees, operations, or 
business of the Postal Service, except cases cognizable under section 
2403 of this title. 
§ 2402. Transportation of international mail by air carriers of 

the United States 
(a) The Postmaster General may offset against any balances due 

another country resulting from the transaction of international money 
order business, or otherwise, amounte due from that country to the 
United States, or to the United States for the account of air carriers 
of the United States transporting mail of that country, when— 

(1) the Postmaster General puts into effect rates of compen
sation to be charged another country for transportation; and 

(2) the United States is required to coUect from another 
country the amounts owed for transportation for the accoimt of 
the air carriers. 

(b) When the Postmaster General has proceeded under authority 
of subsection (a), he shall— 
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(1) give appropriate credit to the country involved; 
(2) pay to the air carrier the portion of the amount so credited 

which is owed to the air carrier for its services in transporting 
the mail of the other country; and 

(3) deposit in the Department fund that portion of the 
amount so credited which is due the United States on its own 
account. 

(c) The Postmaster General, from time to time may advance to 
an air carrier, out of funds available for payment of balances due 
other countries, the amounts determined by him to be due from 
another country to an air carrier for the transportation of its mails 
when— 

(1) collections are to be made by the United States for the 
account of air carriers; and 

(2) the Postmaster General determines that the balance of 
funds available is such that the advances may be made there
from. 

Collection from another country of the amount so advanced shall 
be made by offset, or otherwise, and the appropriation from which 
the advance is made shall be reimbursed by the collections made by 
the United States. 

(d) If the United States is unable to collect from the debtor coun
try an amount paid or advanced to an air carrier within twelve months 
after payment or advance has been made, the United States may 
deduct the uncollected amount from any sums owed by it to the air 
carrier. 

(e) The Postmaster General shall adopt such accounting proce
dures as may be necessary to conform to and effect the purposes of 
this section. 
§ 2403. Adjustment of claims of postmasters and Armed Forces 

postal clerks 
(a) When the Postmaster General determines, after investigation, 

that any of the following losses has resulted without negligence of 
a postmaster. Armed Forces postal clerk, or assistant Armed Forces 
postal clerk, he may, subject to subsections (b)-(d) of this section, 
pay or credit the postmaster. Armed Forces postal clerk, or assistant 
Armed Forces postal clerk, the sum he ascertains to be the amount of— 

(1) the loss of funds or valuable papers from their official 
custody resulting from burglary, fire, or unavoidable casualty; 

(2) the loss of funds deposited in National or State banks; 
(3) the loss of funds remitted in accordance with instruc

tions of the Department in the form of drafte or checks which 
have been returned unpaid or disallowed by reason of the clos
ing of the bank issuing the drafts or checks; 

(4) a remittance of funds or accountable papers, made in com
pliance with instructions of the Department, which are lost, 
stolen or destroyed— 

(A) while in transit to a designated depository; or 
(B) after arrival at the depository, and before the deposi

tory has become responsible therefor; and 
(5) authorized sums of postage and other stamped stock or 

accountable paper lost while in transit by mail to or from— 
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(A) postmasters or employees; or 
(B) the Department. 

(b) Claims of postmasters. Armed Forces postal clerks and assist
ant Armed Forces postal clerks outside the continental United States 
for losses occurring while the United States is at war may be pre
sented within two years from the time the loss occurred. All other 
claims under this section must be presented within six months from 
the time when the loss occurred. 

(c) Claims in excess of $10,000 for losses covered by this section 
may not be paid or credited until an appropriation has been made 
therefor. 

(d) This section does not apply to claims for losses— 
(1) cognizable under sections 134-134h of title 5; 
(2) by Armed Forces postal clerks or assistant Armed Forces 

postal clerks for stamps, stamped envelopes, postal cards and 
other stamped paper supplied them by the Department of Defense 
and not by the Post Office Department, nor to funds received 
from the sale of the same. 

§ 2404. Penalty for failure to render accounts 
When a postmaster neglects to render his accounte for one month 

after the time and in the form and manner prescribed by law and the 
regulations of the Postmaster General, he and his sureties shall forfeit 
and pay double the amount of the gross receipts at his office for the 
period, estimated on the basis of any previous or subsequent equal 
period of time. If the postmaster or his sureties fail to pay the 
amount of the forfeiture, the Postmaster General shall request the 
Attorney General to bring an action on the bond of the postmaster. 
If, at the time of trial, no account has been rendered, the postmaster 
and his sureties shall be liable in double the amount estimated by the 
court or jury to be the gross postal receipts. 

§ 2405. Deficiency in accounts 
The Postmaster General shall mail a notice to the last known ad

dresses of the sureties of a postmaster who fails to make good a de
ficiency discovered in his accounts. Failure to mail the notice to the 
sureties does not discharge them on the bond. 

§ 2406. Limitation of action against sureties 
Sureties on the bond of a postmaster may be sued for deficiencies in 

his account only within three years after settlement of the account. 
§ 2407. Penalties and forfeitures imposed for violations 

Unless a different disposal is expressly prescribed, one-half of all 
penalties and forfeitures imposed for violations of law affecting 
the Department, its revenues or property, shall be paid to the person 
informing and prosecuting for the same. The other one-half shall be 
paid into the postal revenues. 

§ 2408. Suits to recover wrongful or fraudulent payments 
The Postmaster General shall request the Attorney General to bring 

a suit to recover with interest any payment made from moneys of, or 
credit granted by, the Department or postal savings system as a re
sult of— 



FINANCIAL MANAGEMENT IN THE FEDERAL GOVERNMENT 3 5 9 

(1) mistake; 
(2) fraudulent representations; 
(3^ collusion;or 
(4) misconduct of an officer or employee of the Department. 

§ 2409. Settlement of claims for damages caused by Post Office 
Department and services 

When the Postmaster General finds a claim for damage to persons 
or property resulting from the operation of the Department to be a 
proper charge against the United States, and it is not cognizable under 
section 2672 of title 28, he may adjust and settle it in an amount not 
exceeding $500. 

§ 2410. Delivery of stolen money to owner 
When the Postmaster General is satisfied that money or property 

in the possession of the Department represents money or property 
stolen from the mails, or the proceeds thereof, he may deliver it to the 
person he finds to be the rightful owner. 

§ 241L Substitute checks 
(a) The Postmaster General may authorize the issuance of a sub

stitute check for a lost, stolen or destroyed check of the Department. 
Substitute checks shall— 

(1 ̂  be marked "Duplicate"; 
(2) show the number, date, and payee of the original. 

(b) The Postmaster General may authorize the issuance of the 
substitute check (1) upon the execution of a bond agreeable to the 
Postmaster General by the owner, or (2) without bond, upon the 
affidavit of the payee or owner of the original check when the Post
master General is satisfied that the loss, theft or destruction occurred 
without the fault of the owner or holder or while the check was in the 
custody or control of the Department or in the mails. 

(c) Subsections (a) , (b) , (c) and (d) of section 528 of title 31 do 
not apply to checks of the Department. 

CHAPTER 31—STAMPS AND STAMPED PAPER 
Sec. 
2501. Postage stamps. 
2502. Double postal cards, letter-sheet envelopes, double-letter envelopes. 
2503. Postal cards and stamped envelopes. 
2504. Improvements in stamps and envelopes. 
2505. Sale of postage due stamps. 
2506. Printing of black-and-white Illustrations of United States stamps. 
2507. Stamps to be defaced. 
2508. Permits for special canceling of postmarking dies. 
2509. Special cancellation "Pray for peace". 
2510. Printing on stamped envelopes. 

§ 2501. Postage stamps 
The Postmaster General may issue appropriate stamps in such de

nomination, form and design, and at such times as he deems necessary, 
for use in payment of postage or fees for special services. He shall 
issue postage due stamps of special design and in the denomination 
he deems necessary to be affixed to short paid mail. Postage due 
stamps shall be canceled as other postage stamps. 

656S6—61-
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§2502. Double postal cards, letter-sheet envelopes, double-
letter envelopes 

(a) The Postmaster General may furnish for public use, with post
age stamps printed or impressed thereon, double postal cards, letter-
sheet envelopes, and double-letter envelopes. 

(b) The Postmaster General may not make payments for royalty or 
patent right on any of the articles named in this section. 
§2503. Postal cards and stamped envelopes 

(a) The Postmaster General shall furnish for public use postal 
cards and envelopes with postage stamps printed or impressed thereon. 

(b) Stamped envelopes shall be sold as nearly as possible at cost, 
but not less than cost. Cost includes the value of the postage stamps, 
salaries and clerk hire, and other expenses connected therewith. 
§2504. Improvements in stamps and envelopes 

The Postmaster General may adopt such improvements in postage 
stamps and stamped envelopes as he deems advisable. When an im
provement is adopted it shall be subject to all the provisions of law 
respecting postage stamps or stamped envelopes. 
§2505. Sale of postage due stamps 

(a) Postage due stamps may not be sold by any postmaster nor 
received by him in prepayment of postage or fees for special services. 

(b) The Postmaster General may designate agencies of the Depart
ment where postage due stamps may be sold for phUatelic purposes 
only. 
§2506. Printing of black-and-white illustrations of United 

States stamps 
(a) When requested by the Postmaster General, the Public Printer 

shall print as a public document for sale by the Superintendent of 
Documente, illustrations in black and white of postage stamps of the 
United States, together with such descriptive, historical, and philatelic 
information with regard to the stamps as the Postmaster General 
deems suitable. 

(b) Notwithstanding the provisions of section 58 of title 44, stere
otype or electrotype plates, or duplicates thereof, used in the publica
tions authorized to be printed by this section may not be sold or 
otherwise disposed of. 
§2507. Stamps to be defaced 

(a) The Postmaster General shall direct the manner in which 
postage stamps on mail matter shall be canceled and may furnish 
necessary equipment and supplies therefor. 

(b) The Postmaster General may furnish to post offices postage 
stamps precanceled with the name of the post office at which they 
are to be used imprinted thereon. 

(c) The Postmaster General may issue permits to persons using 
stamped envelope and postal cards to precancel the postage stamps 
thereon. 
§2508. Permits for special canceling or postmarking dies 

(a) In post offices of the first and second class the Postmaster 
General may permit, for a period of six months and the duration of 
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the event to be advertised, the use of special canceling stamps or post
marking dies for advertising purposes when the event to be 
advertised— 

(1) is for a national purpose for which Congress has made an 
appropriation; or 

(2) is of general public interest and importance and is to 
endure for a definite period of time and is not to be conducted 
f orprivate gain or profit. 

(b) The permittee shall prepay all expenses for the purchase, 
adapting or installing special canceling stamps or postmarking dies. 

(c) The Postmaster General may revoke permits granted under 
this section when he finds it expedient or necessary to use special 
canceling stamps or postmarking dies for govemmental purposes. 
§2509. Special cancellation "Pray for peace" 

The Postmaster General may provide for the use in post offices of 
the first and second class of a special canceling stamp or postmarking 
die bearing the words "Pray for peace". 
§2510. Printing on stamped envelopes 

The Postmaster General may not sell stamped envelopes contain
ing any lithographing or engraving, printing or advertising, other 
than the usual request for return of the envelope to the sender. 
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S. 911, to provide that ttie Seoretary of the Treasury pay the premiums on 
personal performance and surety bonds required to be Eiven to the United 
States by all departmental and field offleers and employees of the Post 
Offlce Department. 

S.J. Ees. 42, to establish a joint congressional committee to audit ofall Gov
ernment agencies. 

To establish a procedure for payment of certain Govemment checks, and for 
otlier purposes. 

S.J. Ees. 90, to establish a commission to study intergovernmental fiscal 
relationships. 

S. 1612, to improve accounting within the Federal Security Administration, 
to authorize intra-agency transfers and consolidations of appropriations by 
the Federal Security Administrator, and for other purposes. 

Changes In Federal accounting and reporting systems. 
Analysis of expenditure reports, period ending Aug. 31, 1947. 
Analysis of expenditure reports, period ending Sept. 30, 1947. 
Analysis of expenditure reports, period ending Nov. 30, 1947. 
Federal appropriations and expenditures, fiscal year 1948. 
Analysis of expenditure reports, period ending Dec. 31, 1947. 
Eosclssion of appropriation, salaries and expenses. Office of Price Adminis

tration. 
Eesclsslon of appropriation, salaries and expenses, CivUian Production 

Administration. 
Eesclsslon ot appropriation, printing and binding, U.S. Patent Office. 
Return ot excess appropriations to surplus fund of the Treasury. 
Eeduction of 1948 appropriations. Department of Labor. 
Eeduction of appropriations, Veterans' Administration. 
Eeduction of appropriations, Maritime Commission. 
Evaluation of effect of Legislative Eeorganization Act of 1946. 
Gash receipts, expenditures, aud the public debt. 
Progress report on improvements in accounting reports. 
Worksheet on the Federal budget, annual expenditure basis. 
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81-1-44-B...., 
81-1-60 
81-1-93 
81-1-113 
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supporting reports. 

S. 1366, payment of claims against lapsed appropriation. 
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Do. 

Bureau of the Budget (general management, budgeting, and accounting). 
S. 2161, authorizing the President to impound certain appropriated moneys. 
Bureau of the Budget (agenoy comments). 
Improper handling of Federal funds by officers and employees, GAO report. 
S.J. Ees. 131 requiring the President to submit an alternative and balanced 

budget for fiscal year 1951 (statement of Senator McClellan). Also dis
cussion ot S.J.' Ees. 108. 

Savings effectuated by eUmlnatlon of expenditure reports (statement of 
Senator McClellan). 

Creation of a Joint Committee on the Budget (statement of Senator McClel
lan). 

Creation of Accounting System Division, GAO, to improve Federal account
ing and reporting systems. 

Relief of certifying offleers. 
Increasing cost of the Federal Government. 
Comparison of S. Oon. Ees. 38 and S. 2898, creation ol a Joint Committea 

on the Budget. 
Abolition of standards forms 1116, 1117, 1118, and the Improvement of 

accounting and reporting systems. 
Budget and Accounting Procedure Act of 1950. (S. 3850.) 
Audits of Government corporations. 
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Reports and staff memorandums—Continued 
82D CONGRESS 

No. Date Issued Subject 

82-1-2 

82-1-6 

S. Doc. 1 1 . . . . 

82-1-26 
S. Doc. 5 1 . . . . 
82-1-47 (and 
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ment, Aug. 
6,1951). 

82-1-57 

82-2-11 
82-2-22 

82-2-32 

S. Doc. 91 

Jan. 26,1951 

Mar. 6,1951 

Mar. 6,1961 

Apr. 23,1951 
July 9,1951 
July 17,1951 

Oct. 16,1961 

Feb. 4,1962 
Apr. 16,1952 
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July 21,1952 

Operation of Legislative Reorganization Act of 1946 (pp. 13 and 14, strength
ening fiscal controls). 

Progress of joint accounting project (digest and 2d annual report Jan. 12, 
1951). X 

Amendments to the Legislative Reorganization Act, 1947-61. (Subcom
mittee on Eeorganization.) 

Hearings on S. 913, Joint Committee on the Budget. 
The Organization of Congress. Some Problems of Committee Jurisdiction. 
Comparison of budget bills S. 913 (McClellan) and S. Con. Ees. 6 (Wherry). 

S. 913 (McClellan) versus S. Con. Res. 5 (Wherry), Joint Committee on 
the Budget. (Summarizes history of S. 913.) 

Proposed amendments to S. 913, Joint Committee on Budget. 
S. Con. Ees. 57 (Dirksen), requiring a balanced 1963 budget, and S.J. Ees. 

119 (Johnson of Colorado) limiting 1953 obligations and 1953 expenditures. 
S. 2602, proposing a cash budget, separation of operating and capital ex

penditure; schedules and rollcalls ou appropriation bills; and a Presiden
tial item veto. 

Reorganization of tho Federal Govemment. 

83D CONGRESS 

83-1-31 
S. Doc. 7 1 . . . . 

S. Eept. 861.. 
83-2-33 

July 11,1963 
Dec. 1,1963 

Jan. 20,1954 
Nov. 24,1964 

H.R. 6228, retirement system for the Comptroller General. 
A.compilation of the Ijeglslative Eeorganization Act ot 1946, with amend

ments through 1st sess., 83d Cong. 
Audit reports of Government corporations and agencies. 
Appointment of Comptroller General of the United States. (A history of 

the responsibihty of the Comptroller General to the Congress under the 
Budget and Accounting Act of 1921.) i 

' See appendix B, p. 297. 
84TH CONGEESS 

84-1-2 
84-1-26 , 
84-1-26 

S. Eept. 1672, 
84-2-5 ., 

84-2-6 

Jan. 22,1966 
July 6,1966 
July 6,1956 

Feb. 23,1966 
Mar. 6,1966 

Mar. 16,1966 

Nomination of Joseph Campbell, Comptroller General. 
S. 1806, relief of accountable officers. 
S. 1927, to provide permanent authority for relief of certain disbursing 

offleers. 
Eeview of audit reports of the Comptroller Oeneral. 
S. 2369 (Smathers and Kermedy), to provide for improving accounting 

methods In the executive branch of the Government, and for other pur
poses. 

S. 3199 (Payne), to improve governmental budgeting and accounting 
methods and procedures, and for other purposes. 

86TH CONGEESS 

85-1-6-. 
85-1-17 
85-2-14, 
85-2-27, 

Feb. 20,1967 
May 1,1967 
May 1,1968 
June 23,1968 

S. 434 (S. 316), stating budget estimates on accrued expenditure basis. 
S. 1799, to facilitate payment of Government checks, and for other purposes. 
A proposal for simplifying and improving the Federal payroll. 
S. 3678, to prohibit withholding or impoundment of appropriations. 

86TH CONGEESS 

86-1-46 

86-1-64 

86-1-66 

Committee 
print. 

86-2-14 

July 

Aug. 

Dec. 

May 

22,1969-

18,1959 

11,1969 

4,1960 

Budget and accounting legislation pending before the Committee on Gov
ernment Operations: S. 1244, S. 1560, S. 2122, and S. 2373; and S. 2194 
before Committee on Finance. 

Budget and accounting legislation pending before the Committee on Oov
ernment Operations: S. 1244 (supplemental to 86-1-45), 

Improvements of Federal budgeting, accounting, and auditing procedures 
(press release of President and report of Bureau of Budget). 

Federal Property and Administrative Services Act of 1949, as amended, 
with analysis and index. 

Agency comments on S. 2373 (Curtis, et al.), to authorize the President to 
reduce or eliminate by Executive order any appropriation or appropria
tions made by any act or jointresolution of the Congress. 
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Searinffs 
80TH CONGEESS 

Date 

Feb. 21,1947 

Oct. 14,16,1947 . , 

Feb. 2,17, 18, 23, 26,1948.. 
Mar. 31, Apr. 1, 2, 8,1948.. 

Bill No. 

8.273 

Title 

Offlce shall make final settlement of tbe monthly or 
quarterly accounts of disbursing officers under the 
executive branch of the Government (not printed). 

Eeport of Comptroller General on survey of accounting 
system of Federal PubUc Housing Authority (H. 
Doc. 229) (not printed). 

The Federal Property Act of 1948 (draft bill submitted 
by Federal Works Administrator. Subsequently 
S. 2764 Introduced). 

81ST CONGEESS 

Apr. 14,1949 

Do 

Do 

May 31, June 1, 2,1949. 

Do 

Feb. 24, I960.. 

Feb. 24, I960.. 

Do. 

Do. 

Feb. 27, 28, Mar. 2, 3, 6, 
7,1950. 

July 10,1950.. 

Aug. 9,1950. 

S. 990 

S. 869 

S. 991 

S.J. Res. 94 

S.J. Ees. 97 

S. 193.. 

S. 1692. 

S. 1997. 

S. 2616. 

8. 2054. 

S. 3860. 

H.E. 8706 (S. 193, S. 
1692, S. 1997, S. 
2515). 

To reorganize and simplify the procurement, utili
zation, and disposal of Government property. 

To authorize aU Federal agencies to donate surplus 
property for educational purposes. 

To create an Office of General Services as a central 
agency to have iurisdiction and control over certain 
administrative services in the executive branch of the 
Govemment, and for other purposes. 

To provide for economy in Government by reducing 
expenditures for the fiscal year 1960 consistent with 
the pubhc interest. 

To reduce Government expenditures for the fiscal year 
1950, balance the budget, avert an Increase in taxes or 
rise in the national debt, and maintain a sound 
national fiscal policy as a basis for the security and 
economic well-being ofthe United States. 

To provide for the payment by the United States of 
premiums on bonds of Government officers or em. 
ployees. Subcommittee on Fidelity Bond Bills. 

To amend title 6 ot the United States Code to provide 
for the issuance by the United States of official bonds 
covering Government offleers and employees without 
charge to such officers and employees, and for other 
purposes. Subcommittee on Fidelity Bond Bills. 

To provide for the bonding of Federal officials and 
employees. Subcommittee on Fidelity Bond Bills. 

To provide a fidelity trust fund in the Post Offlce 
Department, and for other purposes. Subcommittee 
on Fidelity Bond Bills. 

To authorize the President to determine the form ofthe 
national budget and of departmental estimates, to 
modernize and simplify Government accounting and 
auditing methods and procedures, and for other pur
poses (and amendments of Aug. 1, 1949, by Senator 
McCarthy). 

To authorize the President to determine the form of 
the national budget and of departmental estimates, 
to modemize and simplify govemmental accounthig 
and auditing methods and procedures, and for other 
purposes (not printed). 

An act to provide for the purchase of bonds to cover 
officers and employees of the Government (and re
lated bills S. 193, S. 1692, S. 1997, S. 2616). Pt. 2, 
Subcommittee on Fidelity Bond Bills. 

82D CONGEESS 

May 15,16,17,1961.. 

June 6-8, 11-15, 18-22, 27, 
1951. 

To amend the Legislative Eeorganization Act of 1916 
to provide for more effective evaluation of the fiscal 
requirements of the executive agencies ot the Gov
ernment of the United States. 

Organization and operation of Congress. 

83D CONGEESS 

May 7,1963-. 

July 16,1963.. 

To create a Joint Committee on the Budgot. Subcom
mittee on Eeorganization. 

To amend sec. 303 of the Budget and Accounting Act, 
1921 (42 Stat. 23) (not printed). 
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Bearings—Continued 
84TH CONGRESS 

Date Bill No. Title 

Mar. 20,21,26,27,28,1966. 

Juna 4, 6, 6,1966 

S. 3362, S. 3199, S. 
2480, S. 2369. 

S. 3897 

Budgeting and accounting. Subcommittee on Re
organization. 

Budgeting and accounting. Pt. 2, Subcommittee on 
Reorganization. 

Apr. 12,1967 

Do 

July 11,1967. 

S. 434.. 

S. 316. 

S. 2231 
2224, 
1540, 
2633. 

S 
8. 
S. 

86TH CONGRESS 

2283, 
2177, 
1764, 

S. 
8. 
S. 

To provide tor improved methods of stating budget 
estimates and estimates for deficiency and supple
mental appropriation. 

To provide for stating appropriations on an accrued 
expenditure basis. Subcommittee on Reorganiza
tion. 

Federal Property and Records Management. Subcom
mittee on Reorganization. 



APPENDIX G 

FISCAL LEGISLATION INTRODUCED IN THE 87TH CONGRESS 

(As of February 20, 1961) 

Joint Committee on the Budget 
S. 529 (McCleUan and 66 co-

sponsors) ; H.R. 648, 2228. 

Fiscal Organization and Procedures of 
the Congress 

H. Res. 40, 47, 51, IOO, 103, 107, 
113, 124, 126. 

Fiscal Sessions of Congress 
S. 362 (Magnuson). . . 

Balanced Budget 
S.J. Res. 38 (Bridges and 3 co-

sponsors); H.J. Res. 11. 

Capital Budget 
S. 195 (Morse and 5 cosponsors): 

H.R. 960, 1968. 

Item Veto 
S. 432 (Curtis and 7 cosponsors). 

S. Con. Res. 2 (Bush and 2 co-
sponsors) . 

S.J. Res. 31 (Keating); H.J. Res. 
166, 196. 

H.J. Res. 26, 30, 62, 98. 

H.R. 166, 789. 

H. Con. Res. 18. 

To amend the Legislative Reorganiza
tion Act of 1946 to provide for more 
efifective evaluation of the fiscal re
quirements of the executive agencies 
of the Government of the United 
States. 

Creating a select committee to conduct 
a study of the fiscal and budget 
organization and operations of the 
Congress. 

To provide for a separate session of 
Congress each year for the considera
tion of appropriation bills, to establish 
the calendar year as the fiscal year of 
the Government, and for other pur
poses. 

Proposing an ainendment to the Con
stitution of the United States relative 
to the balancing of the budget. 

To amend the Employment Act of 1946 
to establish policies with respect to 
productive capital iiivestments of the 
Government. 

To authorize the President to reduce or 
eliminate by Executive order any ap
propriation or appropriations made 
by an act or joint resolution of the 
Congress. 

Giving the President of the United 
States the power to veto items in 
certain bills. 

Proposing an amendment to the Con
stitution of the United States relative 
to disapproval and reduction of items 
in general appropriation bills. 

Proposing an amendment to the Con
stitution of the United States em
powering the Congress to authorize 
the President to approve and disap
prove separate items or provisions in 
appropriation bills. 

To provide that for the purpose of dis
approval by the President each 
provision of an appropriation bill 
shall be considered a separate bill. 

Relative to the exercise by the President 
of the United States of veto powera 
over items in certain bills. 

367 
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Reduction of ihe Public Debt 
H.R. 9 To amend sec. 138 of the Legislative 

Reorganization Act of 1946 so as to 
provide for the reduction of the public 
debt by at least 10 percent of the 
estimated overaU Federal receipts for 
each fiscal year. 

H.R. 144 To provide that Federal expenditures 
shall not exceed Federal revenues, 
except in time of war or grave na
tional emergency declared by the 
Congress, and to provide for system
atic reduction of the public debt. 

H.R. 304 To provide a practical means of reducing 
the national debt by designating the 
obligations to be retired by certain 
payments received by the United 
States, and for other purposes. 

H.R. 902 To establish an immediate program to 
aid in reducing the public debt by 
providing that certain receipts from 
the sale of capital assets of the Gov
ernment shaU be used for such 
purpose. 

H.R. 1770, 1851 To amend the Budget and Accounting 
Act of 1921, to provide for the retire
ment of the public debt by setting 
aside the first 5 (or 3) percent of the 
budget receipts of the United States 
for each fiscal year for the sole pur
pose of retirement of obligations 
counted as part of the pubUc debt. 

H.R. 1821 For the retirement of the public debt. 
H.R. 2471 To provide that until the national debt 

is retired, not less than 10 percent of 
the net budget receipts of the United 
States for each fiscal year shall be 
utilized solely for reduction of the 
national debt. 

H.R. 2314 To provide for the retirement of the 
public debt in amounts which reflect 
annual increases in the gross national 
product. 

H.R. 3076 To provide that the President shall in
clude in the budget submitted to the 
Congress under sec. 201 of the Budget 
and Accounting Act of 1921, an item 
for not less than $2,000,000,000 to be 
applied toward reduction of the na
tional debt. 

H. Con. Res. 6, 21, 43, 52 That the national debt should be 
reduced annually by an amount not 
less than 1 (or 2) percent of the total 
national debt now outstanding. 

H.R. 83, 232, 932, 1019, 1080, To amend sec. 21 of the Second Liberty 
2213, 4166. Bond Act to provide for the retire

ment of the public debt. 
H. R. 3963 To establish a national sinking fund to 

be used to reduce the national debt. 
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Yeas and Nays on Appropriation Bills 
H. Res. 105, 131 

H.R. 341. 

'• 

General Expenditure Authorization 
S. Con. Res. 13 (Byrd of Virginia, 

and 2 cosponsors 

Consolidated Appropriation Bill 
H. Res. 24 

Annual Appropriations to Pay Interest 
on Public Debt 

H.R. 35 

To amend rule XXI of the Rules ofjthe 
House of Representatives to require 
the yeas and nays in the case of final 
action by the House of Representa
tives on general appropriation biUs. 

To amend the Legislative Reorgani
zation Act of 1946 so as to require the 
yeas and nays in the case of final 
action by the Senate and House of 
Representatives on appropriation 
biUs. 

. To provide for a general expenditure 
authorization bill. 

To provide for the reporting of 1962 
appropriations in one consolidated 
bill. 

To require annual appropriations to pay 
the interest on the public debt. 

o 






