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January 3, 1958 

TO THE HEADS OF DEPARTMENTS AND ESTABLLSHMENTS: 

SUBJECT: Ninth Annual Progress Report Under the Joint Program 
to Improve Accounting in the Federal Government 

Both the quality and the quantity of results· achieved under the Joint Pro
gram during 1957 are illustrated in this progress report. 

We are sure you will be encouraged, as we are, with the splendid efforts 
made and planned by so many agencies to develop more effective financial 
management practices. They are a tribute to the combined efforts of all who 
are helping to implement needed improvements in this vital function of the 
Government and clearly demonstrate the advantages of a cooperative program 
which provides a full opportunity for agency initiative. 

Commendable as these contributions are, a tremendous job still lies 
ahead for all of us to translate plans into effective action. This will require 
even greater exercise of initiative and constructive efforts in each operating 
agency as well as intensified efforts on the part of the central agencies. With 
your continuing cooperation and wholehearted support, together with the efforts 
of all persons in your agency who have contributed so greatly to the accom
plishments to date, we are confident that these joint and cooperative efforts 
will attain our common goal to improve financial management of the Goverh
ment' s affairs, to provide the Congress with better financial information, and 
to make available more informative financial reports on the operations of the 
Government. 
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Secretary of the Treasury 
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of the United States 
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INTRODUCTION 

This is the. ninth in the annual series of reports published under the Joint 
Program to Improve Accounting in the Federal Government. The material in 
this report generally covers the period from October 1, 1956, to June 30,, 
1957, with some items updated to publication date for more complete under
standing of events. 

The report is arranged in three parts. This part contains a general in
troduction and some of the highlights of the report. Part II covers financial 
management improvements and plans that are of a governmentwide nature. 
Part III contains progress and plans reported by individual agencies together 
with a foreword prepared by the three central agencies. 

The development of adequate financial management practices throughout 
the Federal Government requires improvements ranging from better detailed 
bookkeeping and paperwork management for simple transactions alt! the way 
through to the application of financial principles and the installat1on of systems 
for management control of complex activities. This report does not attempt 
to list each and every improvement made during the period but, rather, by 
outlining in comprehensive manner some of these improvements and plans for 
still further improvements, to illustrate the various types of continuing effort 
being made to develop economical, meaningful, and efficient systems and pro
cedures. 

HIGHLIGHTS 

General Developments 

In October 1956, the Bureau of the Budget requested all executive agencies 
to review their financial management systems and procedures, and submit 
planned programs, with target dates for completion, covering improvements 
necessary to cotnply with existing laws and the budget and accounting recom
mendations of the second Hoover Commission. The agency plans were re
ceived during 1957 and improvement efforts initiated. 

New legislation provides means for improvements in central accounting 
and related procedures for Government checks, including those lost, destroyed> 
or unclaimed. Accounting for and subsequent payment of obligations under 
lapsed appropriations were decentralized to administrative agencies. 

Study of financial reports required by the three central agencies made dur
ing the year, and· recommendations being considered. Bureau of the Budget 
Circular No. A-34 contains revised instructions for p,reparation and submission 
of budget status reports, superseding those in Budget-Treasury Regulation No. 1. 

Comptroller General issued Accounting Principles Memorandum No. 3 con
taining further guidelines for use of accrual accounting as required by Public 
Law 863, 84th Congress. Several related subjects being studied preliminary 
to determination of additional accounting principles statements required. 
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General Accounting Office regulatory, instructional, and advisory mate
rial codified and issued in a new General Accounting Office Policy and Pro· 
cedures Manual for Guidance of Federal Agencies. 

As of July 1, 1956, the annual rental of real property leased to the Fed
eral Government throughout the world amounted to $112. 8 million. Real prop
erty owned by the Government (with certain exclusions) as of June 30, 1956, 
amounted to $40. 3 billion. 

Department of Defense has over 60 automatic data processing systems in
stalled and over 30 systems scheduled for installation m calendar year 1957, 
exclusive of those used in research and scientific areas. In civil departments 
and agencies, 12 systems installed and 5 systems planned for installation in 
1957. 

Agency Developments 

Twelve agencies of the Department of Agriculture have converted their 
accour'lting systems to the accrual basis as of June 30, 1957, and the systems 
of the remaining 4 agertcies are to be converted as of June 30, 1958. Improve
ments by the Agricultural Marketing Service in the obligation control system 
resulted in reduction m the number of ofhce s performing obligation and report
ing tasks and reduction in related accounting records. Simplifications in 
Agricultural Stabilization and C onser~ation county office accounting procedures 
resulted in annual savmgs of approximately $ 750, 000. Two branches of Fed
eral Extension Service, including related financial management functions, were 
consolidated, resultmg in better coordinated and more effective budgetary ad
ministration program. Revised hand-posting procedure in Federal Extension 
Service for the retirement accounts of cooperative extension employees re
sulted .in a 60 percent reduction of posting time. Revised procedures of Forest 
Service will eliminate thousands of duplicate copies of invoices and vouchers 
and cause significant reduction in the need for filing space and equipment at 11 
offices. Revised system for accountability of equipment in Office of the General 
Counsel of the Agriculture Department reduced property record cards from 
7, 500 to 70 and resulted in more expeditious reconciliation of the property rec
ords with the general ledger control account. 

Department of Commerce. New punched card payroll procedures will be 
placed in operahon on July 1, 1957, in Patent Office, with estimate~ savings of 
two man-years. Machine methods for control of fees of Patent Office antici
pated to save about 3 man-years and develop better financial information as to 
revenue received. 

Department of Defense. A Committee on Defense Participation in the Joint 
Accounting Improvement Program, consisting of representatives of Bureau of 
the Budget, Department of Defense, General Accounting Office, and Department 
of the Treasury, established to further the attainment of the objectives of the 
Joint Program. Career planning for personnel engaged in comptroller area 
emphasized. 51 Industrial Fund charters have been issued covering 134 installa
tions with annual volume of $1. 8 billion, and additional activities of about $1. 5 
billion being considered for industrial fund financing. 35 percent of the original 
capital of industrial fund activities has been returned. Secretary of the Air 
Force designated to establish single airlift service for the Department of Defense 



to be ope rated under an ind us trial fund. Stock Fund meth.od. of financing is 
applied to over a million items priced at more than $15 btlhon, an~ plans c.all 
for capitalization of additional $400 million of stocks .. St.oc.k Fun~ mvento.nes 
have been reduced $4. 5 billion or 32 percent of the $14 btllt.on of mventones 
originally capitalized. By the end of fiscal year 1957, working capital amount
ing to $3. 5 billion for stock funds and $357 million for industrial funds had been 
returned to the Treasury or utilized by the Congress in lieu of appropriating 
new money. Three Single Managers have been.established for (1) Su.bsistence, 
(2) Military Clothing and Textiles, and (3). Medical and Dental mat.enel cate~ . 
gories comprising $2. 2 billion of inve:qtor1es. ~~w system cov~rmg appo.rtton
ment, budgeting, funding, and acco~ntmg for ~:rnlttary construction E:stabltshed. 
New DOD requirements and instructions relatmg to procurement and supply pro
grams issued Project Order Regulations revised, and financial and accounting 
policies and p'rocedures applicable to acquisition of Wherry Act housing issued. 

267 installation Finance and Accounting Offices feed reports to 21 head
quarters accounts offices where consolidated command reports are prepared 
and submitted to central accounting office of the Department of the Army. 
Army Command Management Systems, based on principle of integrated pro
gramming, budgeting, funding, and accounting, now being installed throughout 
Army. Self Service Supply Center activities expanded to include distribution 
of expendable supplies to Army Reserve and National Guard units; 46 of these 
centers have been established. 

Standard cost system and related procedures tested at one Naval Shipyard 
and will be extended to other shipyards by Departlnent of the Navy. Total value 
of Navy contract costs under audit during fiscal year 1957 amounted to over 
$ 6, 576 m:illion, and reductions in procurement costs as a result of these audits 
aggregated about $148 million. 

Department of the Air Force continued testing of operating budget proce
dures at Air Provrng Ground Command. Mechanization of accounting functions 
at 142 bases has yielded substantial benefits. Mathematical techniques per
mitting the application of large scale computers to the preparation of program
ming data hf).ve been developed. 

Department of Health, Education, and Welfare reduced the number of 
allotments issued by conshtuent offtces. Combining benefit payments to hus
bands and wive~ into one check will eliminate the annual preparation of over 
20, 000, 000 benefit checks and will result in recurring annual savings to the 
Old-Age and Survivors Insurance Fund of over $1, 000, 000. · Procedures deve1-
oped by Bureau of Old-Age and Survivors Insurance to provide quarterly updat
ing and posting of earnmgs accounts will, 1t .1s estimated, result in annual sav
ings of $ 500, 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 miscellaneous procedural improve
ments by this Bureau during the year in connection with wage records have 
resulted in savings of approximately $ 50, 000 annually. 

The allotments of funds· of Trust Territory of the Pacific Islands of the 
Department of the Interior to tlie 5 districts were reduced from about 500 to 
about 8. Accountrng work at the field station level of the Fish and Wildlife 
Service eliminated and consolidated in the regional offices. 
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Forrris control program of Department of Justice eliminated 53 forms 
during the last year. Federal Bureau of Investigation estimates annual sav
ings of approximately $40, 000 will accrue from use of new electronic equip
ment. 

Additional refinement and use of financial operating reports by the Post 
Office Department. 26 new officia·l post office forms, coupled with expanded 
use of 119 existing official forms, will replace some 8, 000 local forms now 
used by the 77 largest post offices in mail handling, personnel, and financial 
functions, and a similar study is being made of approximately 1, 500 local forms 
used in regional offices. Improved accounting and simplified procedures and 
paperwork requirements at small post offices extended during the year. Plans 
and procedures being developed with Treasury Department to consolidate post 

. office customs duty collection items will eliminate more than 1/2 million 
checks ·annually with improved controlo 

Use of the bill-feed ·process by the Bureau of Accounts of the Treasury 
. D~partment in connection with more than 18 million payments result

1

ed in sav
ings of $23, 700 in fiscal year 1957; high-speed electronic check writing 
machines are being placed in use; and it is also estimated that other revised 
disbursing office procedures will result in annual recurring savings of $17, 000. 
An electronic data processing system to account for issuance, servicing, and 
retirement of savings bonds will be installed in a new office of the Bureau of 
the Public Debt in Parkersburg, West Virginia. Simplifications in accounting 
and related procedures of the Bureau of the Public Debt will save about 
$45, 000 annually. As of June 30, 1957, annual volume of about 285 million 
checks being paid and reconciled by the Office of the Treasurer of the 
United States under an electronic data processing system and an additional 
annual volume of about 105 million checks will be converted to the electronic 
system in fiscal year 1958. 

Atomic Energy Commission expanded its cost accounting system to in
clude accounting for source and special nuclear materials consumed in major 
research and development projects and the cost of producing various types of 
isotopes. 

Accrued cost system of the General Services Administration was approved 
by the Comptroller General on September 17, 1956. One regional location re
ported a savings of 7-1/2 positions in Federal Supply Service procurement pro
gram as a result of mechanization of selected supply processing operations. 
"Flash" reports for Federal Supply Service and a "highlight"· report for 
Defense Materials Service summarize into 5 pages for management use the 
material contained in 35 reports of approximately 365 pages. 

Ccmsolidation of the Commissary, Storehouse, and Service Center Divi
sions of Panama Canal Company into a single Supply Division resulted in the 
adoption of a simplified account structure requiring 3 50 fewer accounts, and 
a reduction of ·40 employees, with estimated annual s'aving in salary costs of 
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$100, 000. New system of billing the three .military departments for medical 
and hospital care resulted in a substantial savings to Canal Zone Government. 
Survey of the railroad activity forms file resulted in the developme'nt of 
9 forms to replace 63 forms. 

Record-keeping operations of Federal Communications Commission re
duced and simplified by consolidating 60 field office miscellaneous expense 
allotments into one consolidated allotment. Revised accounting system of 
Interstate C.ommerce Commission approved by the Comptroller General. 
Revision of National. Labor Relations Board 1s method of handling transporta
tion requests and bills resulted in savings of approximately 5 man-days each 
month. Securiti~s arid Exchange Commission reduced number of allotment 
accounts from 37 to 12 by establishing allotments at higher level. 

Procedural improvements and other simplifications in Government Print
ing Office contributed to reduction of about 3. 3 percent in personnel of the. 
Division of Finance and Accounts. Further mechanization of billing procedure 
for prin~ing and binding work reduced costs about $16, 000 and other improve
ments in the estimating, accounting, and billing processes saved about 
$50,000. 
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PART II 

FINANCIAL MANAGEMENT DEVELOPMENTS 

OF GOVERNMENTWIDE SIGNIFICANCE 
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Part II of this report relates to matters of broad applicability which are 
governmentwide in effect. Included are the central activities of the Treasury 
Department, Bureau of the Budget, and -,_the General Accounting Office, and the 
improvements and simplifications accomplished in these activities during 1957 
through the joint efforts of the three central agencies working together under 
the Joint Accounting Improvement Program. 

The material in this Part II ha.s been prepared by the three central agen-

cies. 

L Joint Program to Iinprove Accounting in the Federal Governrnent-
General., The objectives and aims of this program have been described in con
siderable detail in annual progress reports dating back to the start of the pro
gram. It can be described briefly as a program to develop modern and effec
tive financial management practices throughout the entire Federal Government 
through the joint efforts of the General Accounting Office, Bureau of the Budget, 
and the Treasury Department working on a cooperative basis with the operating 
agencies. 

In the early years of this program~ efforts were directed, to a consider
able degree 11 to the developrnent of needed accounting improvernents.. For this 
reason,, the program was named and is still known as the Joint Program to Im
prove Accounting in the Federal Government,· or more popularly as the Joint 
Accounting Improvernent Progra.1n .. ·It was recognized, of course, that account
ing im.provements would not reach their full effectiveness without related im
provements in budgeting 11 funding, reporti.ng, and other interrelated practices. 
This concept of the improvement effort needed in the Federal Governrnent was 
endorsed in the budgeting and accounting recommendati.ons of the second Hoover 
Commission and in Public Law 863, 84th Congress 9 which enacted into law cer
tain of those recommendations. It was further stimulated by the establishment 
of the Office of Accounting in the Bureau of the Budget, and the conduct of the 
Government-wide financial management improvement program. promulgated by 
Bureau of the Budget Bulletin No. 57-5. The efforts of the Joint Accounting 
Program, therefore, are now directed to concerted and coordinated improve
ments in all financial management functions and practices throughout the Gov
ernrnent .. 

The three central agencies are engaged on a continuous basis in develop
ment work under this program. The Secretary of the Treasury, the Director 
of the Bureau of the Budget, and the Comptroller General of the United States 
guide the program. These joint improve1nent efforts are organized and super
vised through the medium of two steering committees, each of which includes a 
representative frorn each of the three central agencies. One of these steering 
c 01nrnittees operates in connection with matters of governmentwide significance 
and matters relating to civil departm.ents and agencies. The other operates as 
a Committee on Defense Participation in the Joint Accounting Improvement 
Prograrn. 
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Each department and agency has an official representative as.signed to 
work with the central agency representatives as required. In governmentwide 

·and civil agency matters, a representative of each operating agency partici
pates when matters relating specifically to his agency are involved or, in con
cert with representatives of other agencies, when the central agency repre
sentatives consider that a group meeting is required to discuss some matter 
of general applicability. A representative of the Office of the Secretary of De
fense (Comptroller} is a full-time member and attends all meetings of the 
Committee on Defense Participation in the Joint Accounting Improvement Pro
gram. 

2. Development of Agency Improvement Plans. In accordance with the 
request contained in Bureau of the Budget Bulletin No. 57-5, sixty (60) separate 
submissions were received presenting the financial management improvement 
plans developed by the agencies. These plans have been reviewed by each of 
the three central agencies, have been processed through the joint program 
steering committee, and joint meetings are being held with the ope rating agen
cies to discuss the implementation of the plan in each case. 

The objective of this effort has been for each agency to study its financial 
management system, and to develop a systematic work plan, with target dates 
for completion, for the installation and use of more modern and effective prac
tices. The three central agencies advise and assist the operating agencies with. 

·guidelines to be followed, but the application of criteria to the operational needs 
of each agency must necessarily be developed by each of the agenciese By re
view of the agency plans, and subsequent discussions in joint meetings with the 
agencies, the central agencies point out areas requiring further attention and 
help guide the improvement efforts. 

Following the initial cycle of submission of plans for improvement and re
view by the central agencies' arrangements are made in the joint d~scussions 
with the operating agencies for follow-up reports to enable a periodic review of 
accomplishments and any additional improvement plans developed. This peri
odic review is made by the joint program steering committee in re,lation to the 
original plans, to evaluate the results obtained and determine any action that 
might be required to expedite installation and use by the agencies of needed fi
nancial management improvements .. 

3. Modernization of Agency Financial Management Systems. By means 
of the governmentwid"' improvement program, there is now actively underway 
an organized and planned effort toward the integration and modernization of 
budget and accounting practices throughout the executive branch. Concentrated 
attention has been directed toward the coordinated development of an early con
version to cost-based budgeting practices in the agencieso In this area, ~3 agen
cies are developing cost=baseJ budget statements for 122 appropriation items 
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for use in the annual budget review process this year. It is anticipated that the 
statements for 24 of these items will be limited to use as justification material, 
wh.ile the remaining 98 appropriation items will use a cost-based presentation 
in the 1959 Budget Document. This represents an increase of 52 in the last 
year. Similar progress can be expected for the 1960 budget as a result of the 
improvement action now going on. As a further indicator of the present use of 
accrual accounting in the agencies, the 1959 budget also includes 120 business
type budget presentations for corporations and revolving fund operations. 

The development of common classifications for programing, budgeting, 
accounting, and reporting is a major area of emphasis under the Bulletin 57-5 
program. The requirements of Public Law 863 for consistent budget and ac-
e ounting classifications synchronized with organization structure, and the de -
velopment of data on cost of performance by organization units, establish in 
legislation the objectives of joint program effort over the past several years. 
A number of changes in budget structure can be exp.ected as a result of the im
provement action now being taken. To illustrate, consideration was given to 
revisions of the appropriation and activity presentation for 40 agencies or con
stituent units of departments in preparation for the 1959 budget, in order to re
flect program and financing changes, m.ake a more effective presentation, or 
establish a better relationship between the budget, accounting and organization 
classifications. 

As part of this over-all effort, the discussions with the agencies have 
emphasized the desirability of obtaining the Comptroller General's approval of 
the accounting systems developed under this program., as provided in the Budget 
and Accounting Procedures Act of 1950. 

4. Central Accounting and Related Procedures. During the year, ac
counting for and subsequent payment of obligations under "lapsed" appropriations 
were decentralized to the agencies pursuant to Public Law 798 enacted July 25, 
1956. Procedures to effect this decentralization were developed by joint consul
tation of the General Accounting Office, Treasury Department 1 and the Bureau 
of the Budget and prescribed by the Comptroller General in General Regulations 
No. 131. Concurrent procedures were developed to remove unobligated balances 
of appropriations and funds (on which obligating authority had expired) from the 
accounts of the agencies and the central accounts of the Treasury Department. 
These procedures were prescribed in Supplement No. 1 of General Regulations 
No. 127. In addition, Bureau of the Budget Circular No. A-23 was issued pre
scribing the reports to be made in connection with the restoration of balances 
previously withdrawn. 

New legislation was enacted in Public Law 85-183, August 28, 1957, to 
modernize legal requirements relating to the payment of Government checks, 
issuance of substitute checks for lost or destroyed checks, and accounting 
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procedures related to check transactions. This legislation was sponsored by 
. the three central agencies as a result of joint studies under the Joint Account
ing Improvement Program. Procedures designed to simplify check accounting 
operations and the issuance of substitute checks, pursuant to this new law, 
have been developed and will be in use shortly. 

Public Law 85-183 also cleared the way for the institution of new proce
dures relating to the accounting and control of unclaimed Government checks. 
These are checks drawn by the Government to a payee who cannot be located 
by the Government. UndeT existing procedures, these "undeliverable" checks 
were held indefinitely by the Government awaiting the payees to claim them. 

There were over 4, 000, 000 of these "undeliverable" checks dated prior 
to July 1, 1955, in the files of the General Accounting Office and the files' of 
disbursing officers, some of which dated back to the early days of the Republic. 
These old "undeliverable" checks are now 'being scheduled for destruction. Any 
subsequent claims for the proceeds of these checks will be processed for set-

. tlement under existing procedures, utilizing the Government's outstanding 
check records as a basis for determining whether payment is still due. 

New procedures were developed under which current and future "undeliv
erable'' checks will be held by the agencies or their disbursing officers for a 
specified limited period during which every reasonable effort will be made to 
locate the payees. If these efforts are not successful, the checks will be with
drawn and the amounts will be restored to the accounts of the responsible 
agency as unpaid liabilities. 

Further progress was made during the year in clarifying the relationship 
between central accounts maintained by the Bureau of Accounts of the Treasury 
Departm.ent and accounts m.aintained by operating agencies. Information as to 
sources and classifications of collections of internal revenue and customs are 

' maintained directly. in the accounts of collecting agencies, and information in 
reports from them is now utilized in developing the monthly and annual Treasury 
statements. Similarly, the data regarding public debt transactions .are main
tained in the accounts of Bureau of Public Debt and reports from that Bureau 
are used in developing the monthly and annual Treasury statements. 

The statements of accounts rendered by the United States Disbursing Of
ficers of the Department of State {covering overseas cash transactions a.n'.1 bal
ances) were revised to make them more consistent with the statements of ac
counts rendered by domestic disbursing officers and to provide more· uniform 
central processing of all statements of accounts in the Treasury Department 
headquarters in Washington. The form of certificate of deposit utilized by ad
ministrative agencies in making direct deposits of their collections was revised 
to improve the processing operations of the Federal Reserve Banks, the Treas
urer's Office, and Treasury Bureau of Accounts. 
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Study was initiated in 19.56 to explore the feasibility of staggering the is -
sue dates of checks for monthly periodic payments in order to alleviate oper
ating problems caused by peakload conditions in the handling of Government 
checks. During 1957 the Treasury Department reviewed various aspects of 
this problem with the Bureau of the Budget, the General Accounting Office, the 
Department of Health, Education, and Welfare, the Post Office Department, 
and the Federal Reserve Banks. 

The simplification of checking account procedures, as provided by Joint 
Regulation No. 4-Revised, was extended by Supplement No. 1 to the Govern
ment Printing Office, the Library of Congress, and the Post Office Department. 
New procedures were installed for these agencies which eliminated intermedi
ate checking accounts and brought the transactions involved into line with the 
new system of central accounts. Incident to the extension of the new procedures 
to the Post Office Department, there were established two new control accounts 
in the central accounts of Treasury for the purpose of stating the balance of 
money orders outstanding and the balance of checks issued {sometimes referred 
to as drafts) by postmasters which are outstanding. 

5. Central Reporting. A new Bureau of the Budget circular was issuedl-
Circular No. A-34- -which promulgates instructions relating to apportionments 
and reports on budget status and the related standard report forms. This cir
cular replaced Parts I through VI of Budget-Treasury Regulation No. 1. A 
separate Bureau of the Budget circular relating to the object classification is 
in the process of development and will replace Part VII of Budget-Treasury 
Regulation No. 1. 

Circular A-34 eliminated the requirement for submission of budget sta
tus reports to the Treasury Department, except for those relating to foreign 
currency. With respect to the latter, a significant advance was made toward 
establishing consistency in the exchange rate to be used in Government account
ing and reports. The Treasury will now furnish agencies with exchange rates 
and data on transfers from foreign currency accounts to enable the necessary 
conversions. 

The revised instructions and related reports will bring about better dis -
closure, more consistency with budget schedules, and improve the usefulness 
of required data. Greater flexibility in complying with reporting requirements 
is provided, in that agencies are permitted- -when approved by the Bureau of 
the Budget- -to submit their internal reports in lieu of the standard forms re
quired by Circular No. A-34. 

A comprehensive study of the financial reports required by the three 
central agencies was made during the year. The study was conducted by a 
working group consisting of representatives of the Bureau of the Budget, the 
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General Accounting Office, and the Treasury Department. This joint group un
dertook to determine specifically { 1) the existing reporting requirements, {2) 
the use of the reports in the central and submitting agencies, {3) problems of 
compliance, {4) the extent of and reasons for any overlap .or duplication, and (5) 
the action needed on any other matter appropriate to the basic objectives of this 
review. Representatives of the major operating agencies participated in this 
study from time to time to present the experience and suggestions of the agen
cies which prepare and submit the reports required by the central agencies. 
The study has been completed, and a report of conclusions and recommenda
tions is being considered by the joint program steering committee. 

The central financial reports for the Government are under continuous re
vision to make them more comprehensive and useful. Because of the increased 
activity of the Government with the use of foreign currencies, future reports of 
the Treasury and Bureau of the Budget will contain additional financial data in 
this important area of the Gove rnment 1 s ope rations. 

6. Central Disbursingo At the suggestion of the Secretary of the Treasury 
in October 1956, a special committee consisting of the Fiscal Assistant Secre
tary of the Treasury, the Director of the Accounting and Auditing Policy Staff of 
the General Accounting Office, and an Assistant Director of the Bureau of the 
Budget was constituted under the Joint Accounting Improvement Program to 
make a complete study of the question as to whether, from the standpoint of 
economy of operations or otherwis~, all or any part of the disbursing operations 
performed by the Treasury Department should be continued there or transferred 
to the administrative agencies ~oncerned. This problem has been under consid: 
eration for several years but no joint decision had ever been reached as to the 
preferable course of action, all factors considered. 

The present study, which began early in 1957, embraces the test opera
tions carried out in the Veterans Administration and in the Social Security Ad
ministration under arrangements made as a part of previous studies of this 
question and a complete review and analysis of previous studies affecting the 
disbursing operations applicable to these agencies. In addition, detailed in
formation was obtained for analysis from these agencies and from the Division 
of Disbursement of the Treasury Department relating to costs applicable to dis -
bursing under the existing assignment of responsibilities and on the basis of the 
disbursing operations being integrated with the program and accounting opera
tions of these two agencies. 

Many complex problems are involved in this study. Because of the im
portance of the basic question and the failure of previous study efforts over a 
period o'f several years to resolve the problem, the committee has considered 
it desirable to make the current study as complete and the results as conclu
sive as possible. This study is expected to be completed before the end of the 
calendar year. 
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7. Accounting Principles. Accounting Principles Memorandum No. 3, 
representing a supplementary statement on accrual accounting, was released 
by the C omptr olle r General in October 19 5 7. The general guidelines for using 
the accrual basis of accounting in the Federal Government are summarized in 
Accounting Principles Memorandum No. 1. The supplementary statement was 
prepared primarily for guidance in the ar~as in which questions have most 
frequently arisen as to the requirements of Public Law 863, and was developed 
in consultation with the Treasury Department and the Bureau of the Budget. 

A revision of Accounting Principles Memorandum No. 2 has been started. 
Some of the purposes of this revision are to define the interrelationship of 
costs of work performed, accrued expenditures, obligations and cash disburse
ments, and discuss the usefulness of cost data to management in accounting and 
budgeting. 

A series of accounting principles memoranda on special subjects within 
the broad classification of property accounting is being prepared. Some of the 
subjects studied for inclusion in this series are: 

a. Criteria for capitalization of property. 

b. The recording and reporting of depreciation. 

c. Inventory pricing principles and methods. 

d. Intra governmental transfers with and· without reimbursement. 

e. Recording property and assignment of property costs in agencies and 
other Government organizations with multiple sources of financing. 

f. Property owned by one agency in custody of another agency or contrac
tor. 

g. Disposal of property. 

h. Property in revolving funds. 

Other subjects under consideration for inclusion in future accounting 
principles statements include depreciation accounting and repayment of the 
Government's investment for agencies which have water resource projects; 
imputed costs; disclosure of unfunded liabilities of an actuarial nature; and ac
counting for facilities under lease-purchase agreements. 

8. General Accounting Office Policy and Procedures Manual for Guidance 
of Federal Agencies. In recognition of the need for codification of the regula
tory, instructional, and advisory material issued by the General Accounting Of
fice (other than Comptroller General decisions), a manual has been prepared to 
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provide a more uniform and more convenient for the is s 
tenance and use of thes regulations and guidelines. The T eas ury 
and the Bureau of the Budget cooperated~ as appropriatej in the de 
the material included in the manual. Publication of the manual in September 195'7 
culminates plans which have been under development since. 1953 for iss a 
coordinated and ready reference and bringing up-to-date, the instructions 
and regulations issued by the General Accounting Office. 

This manual is the official medium through which the Comptroller Gen
eral promulgates ( 1) accounting principles, standards 1 and related require
ments, and material for the guidance of Federal agencies in the development 
of their accounting s yste1ns and internal auditing programs; {2) unif orr.n docu
mentation or processes when uniforrnity throughout the Government is required 
by law or is otherwise appropriate; and (3) regulations governing the relation
ships of the General Accounting Office with other Federal agencies and with in
dividuals and private concerns doing business with the Government. The man
ual is composed of the following nine titles: 

Office. Contains 
~~~~~--~~~~~~~~~~~-~~~--~~~--"~~~~ 

ral Accounting ; de 
scribes its functions, responsibilities, and organization; and pro 
vides gener~l information as to its basic mission and objectives. 
It also contains certain regulatory material of a general nature re
garding relationships between the General Accounting Office and 
Federal agencies or the public. 

]'itle 2 - - Accounting Principles and Standards and Internal Auditing 
Guidelines. Contains a statement of accounting principles and stand
ards for the guidance of executive agencies. Procedures and meth
ods explaining and illustrating the application of the accounting prin
ciples and standards, and guidelines and principles for agency in
ternal auditing progra1ns will be issued at a later datea 

Title 3 - - Audit.. Contains ( 1) reference materials pertaining to the 
legal authorities for the audit and ·investigative activities of the Gen
eral Accounting Office; (2) an explanation of the auditing organiza
tions and types of audits employed in discharging these responsibil
ities of the Con~ptroller General, excluding those responsibilities 
relating to the audit of transportation vouchers and claims; {3) a 
codification of regulatory inaterial issued under the Government 
Corporation Control Act; and ( 4) a codification of regulatory mate -
rial which applies after the accounts have been made available for 
audit and before they are treated as audited records, e.g.» ins true 
tions relating to notices of exception, adjustment of depositary dif
ferences, and settlement of accounts. 

Title 4 - - Claims - -General. Contains regulatory material relating 
to (1) doubtful general claims by and against the United States; 
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(2) administratively un~ollectible general debt claims; (3) general 
claims which may be paid administratively under regulations issued 
by the General Accounting Office pursuant to statute; and (4) general 
claims which, because of statutory provisions, may be paid only 
after settlement by the General Accounting Office. As used herein, 
the term "general claims" includes all claims except those relating 
to freight and passenger transportation matters. 

Title 5 -:- Transportation. Contains (1) regulatory material and gen
eral information applicable to the procure~ent, billing, and payment 
of freight and passenger transportation services furnished for the ac
count of the United States and the audit and settlement of accounts 
pertaining thereto; and (2) instructions relating to the submission, 
processing, adjudication, and settlement of claims by and against 
the United States relating to transportation services. 

Title 6 - - Payroll, Leave, and Allowances. Prescribes the princi
ples and standards and certain standard forms and uniforn~ proce
dures to be observed in preparing the payrolls and maintaining the 
pay and leave records for civilian employees of the executive agen
cies .. 

Title 7 -- Standardized Fiscal Procedures. Codifies the require
ments and procedures having general application to { 1) accounting 
for appropriations, funds, and receipts of the Government; and (2) 
processing, documenting, and reporting collections and disburse
ments by Government agencies and accountable officers, except in
structions which are specifically .within the scope of other titles of 
the manual. 

Title 8 -- Records Management and Services. Prescribes the re
sponsibilities of the General Accounting Office in matters relating 
to the preservation and disposal of fiscal and accounting records of 
the Government and codifies related procedural instructions to be 
observed by Federal departinents and agencies in regard to their 
accounting and fiscal records. 

Title 9 - - Accounting Forms. Codifies the requirements and pro
cedures for (1) prescribing U.S. General Accounting Office stand
ard forms and (2) submitting accounting forms to the Comptroller 
General for re view or approval. This title also contains a list of 
stock forms which are available for general use but no longer pre
scribed by the Comptroller General for mandatory use. Facsim
iles of standard accounting forms which are prescribed by the 
Comptroller General will be issued at a later date. 
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9. Property Accounting. The development of adequate accounting for 
real and personal property has received continuous attention throughout the· 
Government since the start of the Joint Accounting Improvement Program. 
The need for adequate property accounting, as an integral part of agency ac
counting systems, is evidenced by the specific references to this subject in the 
Federal Property and Administrative Services Act of 1949, Title IV of the Na
tional Security Act Amendments of 1949 ~ the Post Office Department Financial 
Control Act of 1950, the Budget and Accounting Procedures Act of 1950, and 
Public Law 863, 84th Congress. Significant improvements have been made 
toward this objective of the Joint Accounting Improvement Program as outlined 
in each of the previous Annual Progress Reports. 

The first inventory of real property leased to the United States Govern
ment throughout the world was prepared by the General Services Administra
tion as of July 1, 1956, pursuant to a request of the Senate Committee on Ap
propriations, and a summary report was published as Senate Document No. 41, 
dated May 20, 1957. This report disclosed ~otal annual rentals amounting to 
$112. 8 million, of which $94. 7 million applied to leased properties located in 
the United States. 

The second annual inventory of real property owned by the United States 
Government throughout the world, as of June 30, 1956, was completed showing 
Federal Government ownership of real property that cost $40. 3 billion. This 
total is comprised of (1) $34. 3 billion for property in the United States, (2) 
$3. 6 billion for property in United States Territories and possessions, and (3) 
$2. 4 billion for property in foreign countries. These figures do not include 
costs for (1) public domain, (2) lands withdrawn from public domain for na
tional parks, forests, and other conservation uses, (3) historical sites pro
cured other than by purchase, and (4) trust properties. A summary inventory 
report was published as Senate Document No. 25, dated February 11, 1957. 

The detail real property inventory listings, arranged geographically and 
by holding a,gency, are used by many agencies as a screening device to locate 
potential sites or buildings for future needs. This serves to reduqe the number 
of new .acquisitions which might occur if such information was not readily avail
able. hi addition, the inventory is helpful in the disposition of surplus realty, , 
thus increasing revenues to the Government, as well as decreasing maintenance 
and other realty expense. Added advantages accrue to States and local govern
ments by returning such property to their tax rolls.. The inventories also as -
sist in the justification of realty budgets by individual agencies, and are valu
able in the evaluation of such budgetary requests by the Bureau of the Budget 
and the Congress .. 

The House Committee on Government Operations released, in December 
1956, its latest inventory report of real and personal property as a Committee 
Print. This report covers the property of the Government in the Continental 
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United States, in the Territories, and Overseas, as of June 30, 1956. In com· 
piling this report, the Committee utilized the real property inventory data de
veloped by General Services Administration and personal and real property data 
obtained from the civilian agencies and the Department of Defense with the as
sistance of the Treasury Department .. 

A reporting system was developed for the compilation of an inventory of 
the legislative jurisdiction of Federal lands pursuant to the recommendation of 
the Interdepartmental Co1nmittee for the Study of Jurisdiction over Federal 
Areas within the States., The report of this Committee, published in April 1956 
and concurred in by the President~ recommended that: "The General Services 
Administration, in its regular inventorying of Federal real property, should 
bring together information concerning the jurisdictional status of such proper
ties in order to provide a general index on the progress made in adjusting their 
status .. 11 The first inventory is expected to be published during fiscal year 1958. 

Joint studies were completed by the General Services Administration and 
the General Accounting Office of the property accounting practices and related 
activities in the Bureau of the Census and the Washington .National Airport of 
the Department of Co1n1nerce~ A similar joint study is currently in process in 
the National Bureau of Standards of the Department of Commerce. These stud
ies are aimed at improved property utilization, with resultant economies, 
through better property accounting and reportingo 

In addition, the program for rn~ldng follow-up reviews of previously com
pleted joint surveys of property accounting was continued., To date, such re
views have been completed in 16 agencies. 

10. Auto1natic Data Processing Syste
1
ms. During the past year, there has 

been a continuation of the trend toward expanded use of electronic data process 
ing in Government operations. Mention was made in the 19 56 report of the Gee· 
eral Accounting Office survey of the pre.sent and planned uses of electronic sy;; ·" 
terns in the Federal GovernrnenL This governmentwide study was undertaken 
to determine the current status of progress being made in office. automation and 
the effect of new electronic developm.ents on the Government's financial manage 
ment processes. This survey will not be completed until early in 1958, but it 
is significant to note preliminary information available on ·the extent to which 
plications are presently underway, or are being planned, in Government opera 
tions. 

The preponderance of present activity is centered in the Department of 
Defense, but the Atorrd.c Energy Comrnission, Department of Commerce, De
partment of Health~ Education~ and Welfare, Department of Interior, Depart
m.ent of Justice, Post Office Departmentt and the Treasury Department are also 
actively engaged in applying electronic processing methods to accounting and 
other data handling problems., The Department of Defense has over 60 data 
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processing systems installed and over 30 systems scheduled for installation in 
calend.ar year 1957, exclusive of those used in research and scientific areas. 
In civil departments and agencies, 12 systems are installed and 5 systems 
planned for installation in 1957 o 

Much of the electronics activity in the Department of Defense is centered 
in the supply and logistics area, involving such matters as cataloging, inven
tory control, requi~ements forecasting, and related budgetary and financial ac
counting processes. The Army, Navy, and Air Force each have major pro
grams underway- in this area. In the Army, the programs are principally in the 
Corps of Engineers, Quartermaster Corps, Ordnance Corps, and the Signal 
Corps. In the Navy, they are in the Bureau of Ships and the Bureau of Supplies 

. and Accounts. In the Air Force, the Air Materiel Command has the primary 
program. 

Other applications in the Department of Defense involve personnel ac
counting £Unctions, i.e., manpower planning, distribution and the maintenance 

·of officer and enlisted personnel records. There is also extensive activity in 
the fiscal accounting, cost accounting, payroll, and other related accounting 
and budgeting a'reaso 

In the civil departments and agencies, the pri.ncipal efforts have been in 
specialized areas, such as in the Social Security wage record operations, Treas .. 
ury check accounting and payment operations, and statistical operations. Other 
systems have been installed for payroll and cost accounting processes. The ap
plication of electronic systems to a wide variety of other governmental prograrris 
is contemplated in the near future. This includes Treasury Savings Bond issu- · 
ance and retirement record keeping and accounting program, Post Office ac
counting operations, Veterans Administration Insurance Program, Department 
of Agriculture inventory operations, and others. Several agencies are develop
ing systems for the application of electronic equipment to an integrated account
ing system, including payrolls, costs~ billing, and general accounting. 

An interagency committee on automatic data processing has been estab
lished by the Bureau of the Budget to coordinate executive agency efforts and in
formation in this new field. This cornmittee is advisory in nature and consists 
of representatives of the principal Government agencies having a major interest 
in automatic data processing (ADP) systemso Several projects, each of which 
represents a pressing problem to a group of agencies in the application and use 
of ADP systems, have been established and are currently being researched. 
One such project concerns the SY§.tematic exchange of information among all 
agencies. In addition, the committee has undertaken a project to review the 
technical problems involved in, and the need for, automatic equipment for the 

·conversion of raw data into electronic pulses, and a project loqking into the 
feasibility of Government ADP service centers and interagency use of ADP in
stallations. Several other areas of activity in this new field will be reviewed by 
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the committee for possible assistance to agencies generally» such as training, 
feasibility studies, cost analyses, and personnel., 

Case studies are being developed by the General Accounting Office in the 
areas of supply control and inventory accounHng f,or the purpose of (1) develop
ing a better understanding of operations on large scale automatic data process -
ing equipment and (2) to the extent possible, developing audit techniques that 
might be applied in auditing such applications.. Ca.se studies are also being de
veloped by the Department of Defense auditing agencies for the purpose of eval
uating the effectiveness of electronic systems on specific types of activities. 

The Comptroller General released a circular letter to the heads of de
partments and agencies in September 1957 on the accounting and auditing as
pects of automatic data processing systems~ This letter pointed out that ade -
quate feasibility studies should be made prior to the. installation of large scale 
automatic data processing equipment and that the systems devised for use with 
such equipment must conform to established accounting principles and standards 
and established audit practices :1 including adequate control over input and out
put data. Departments and agencies were invited to review specific problems 
in these areas with General Accounting Office representativesn 

1 L Intt;rnal Auditing. In August 1957, the Comptroller General released 
to the departments and agencies o:f: the Federal Governrnent a statement on in
ternal auditing. This statement sum1narized the views of the General Account
ing Office on the ha.sic principles and concepts pertaining to the establishment 
of effective systems of internal review as aids to agency management~ The 
statement fills a long felt need for an authoritative expression of basic princi
ples and concepts of this important fun.cti.on in the Federal Government. Among 
the subjects discussed in the statement are the nature and benefits of internal 
auditing, authority and responsibility of the internal auditor and his location in 
the organization structure 11 scope of work, management of the internal audit 
function, reporting, personnel, relationship to contract auditing and other in
ternal review or appraisal activities, and relationship of internal auditing to GAO 
audit re spons ib ilitie s. 

12. The Joint Accounting Improvement Program in Overseas Operations. 
During 1957 progress continued in the European area.. The cooperative pro
grams developed in Europe by the United States Army 11 United States Air Force, 
and General Accounting Office, European Branch~ not only resnlted in account
ing and related systems improvements in overseas operations, but formed the 
basis for joint studies which culminated in a number of over··all policy changes 
designed to improve world-wide accounting and logistical procedures which will 
result in simplified and more economical operations .. 

These cooperative accounting efforts include both accounting systems im
plementation and evaluation. of existing accounting and logistical systems from 
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the' point of view of serv.ing the needs of management in effectively emphasizing 
and controlling resources. Improvements have been achieved through the 
United States Army in Europe (USAREUR) Field Assistance Team, which is 
made up of Army personnel, including both operations and the Comptroller area, 
and a representative from the European Branch of the General Accounting Of
fice. 

Within the United States Air Forces in Europe {USAFE), project teams 
have been organized for specific assignments, several of which have included 
staff members of the European Branch, General Accounting Office. 

More detailed explanations of improvement efforts in military overseas 
areas are contained in the Department of Defense material in Part III of this 
report. 

13. Use of Imprest Funds. This simplified method of accomplishing 
. small transactions where cash payment may conveniently be made by direct 
contact between the Government's agent and the party entitled to payment was 
further extended. The Joint Regulations issued in 1952 by the Administrator of 
General Services, the Comptroller General of the United States, and the Secre
tary of the Treasury were supplemented and use of imprest funds permitted 
(1) for payment of public utility bills less than $15, (2) emergency travel ad
vances not exceeding $50, and (3) reimbursement for travel expenses where the 
payment to the traveler does not exceed $50. There are now approximately 
1, 800 imprest fund cashiers in civilian agencies and approximately 2, 400 under 
the Department of Defense. At the present time a joint study is being conducted 
to determine what action may be taken to further simplify accounting for im
prest funds.• 

14. Indirect Costs of Research Projects. The interagency committee, 
which -was created last year to study the cost determinations involved in Gov
ernment sponsored research projects conducted by colleges and universities, 
completed a draft of cost principles in April 1957. Copies of this draft were 
forwarded to the several agencies concerned, and to various groups represent
ing educational institutions, for review. Comments made by the agencies and 
the educational institutions as a result of this review are currently under consid
eration. 

15. Other Governmentwide Fiscal Procedures. Accounting Systems 
Memora'ndum No. 39 sets out the policy to be followed in approving accounting 
forms. Those agency accounting forms developed for use in lieu of standard 
accounting forms, and those supporting the accounts of the disbursing or other 
accountable officer, are required to be approved in advance by the Comptroller 

· General. Other agency accounting forms will be reviewed by the General Ac
counting.· Office as a part of its regular audit and systems appraisal. 
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General Regulations No. 133· prescribes the principles and standards and 
uniform requirements to be followed in preparing the payrolls and maintaining 
the pay and leave records for civilian employees of the executive agencies. 
About 40 regulations were rescinded and all of the requirements on civilian pay 
were brought together in one regulation. 

General Regulations No. 134 rescinded a long standing requirement t.hat 
vendors must certify all their bills or invoices sent to Government agencies as 
being correct and proper and that payment had not been rece.ived. The elimina
tion of this requirement should simplify billing procedures of all vendors and 
reduce administrative costs for both the Government and the vendors without 
the loss of any necessary controls in the Government. Bills and invoices for 
transportation services were exempted from this regu~ation and must be certi
fied as heretofore. 

After issue of these regulations, they were codified in the General Ac
counting Office Policy and Procedures Manual for Guidance of Federal Agen
cies, described in Section 8 of this Part II. 
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PART III 

FINANCIAL .MANAGEMENT DEVELOPMENTS 

IN INDIVIDUAL AGENCIES 
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FOREWORD 

The basic material for this part of the report was prepared by the v.ari
ou·s operating agencies. It provides illustrations of some of the improvernen-ts 
made in agency financial management systems and procedures during the pe
riod from October 1, 1956, to June 30, 1957 •. While these improvements are 
not all-inclusive, they are representative and indicative of the effort in the 
agencies to develop effective, useful, and econotni.cal systems and procedures. 

The illustrations presented in this part of the report identify areas in 
which the agencies feel significant progress has been ·made during the period. 
The reported accomplish1nents have not been independently verified or compre
hensively evaluated by the central agencies in the Joint Accounting Irr1provement 
Program, either as to their significance or the cornpleteness of agency progress 
in relation to applicable laws, regulations> or other governing directives. How
ever, when these 1:.mprovements are related in currmlative effect to the accom
plishments of prior years, they a1·e indicative of the continuing drive within the 
operating agencies to install improved finandal ·management systems ·and proce
dures. 

This part also contains some information as to operating agency plans for 
the further improvement of their financial managements systems and proce
dures. Since the agency 1naterial covers the period to June 30, 1957, all of 
the significant financial management improvement plans developed by them 
pursuant to Bureau of the Budget Bulletin No. 57-5 have not been included in 
this report. The responses of the operating agencies to·Bulletin No. 57-5 
were under active review by the central agencies at June 30, 1957, but had not 
been sufficiently completed at that date to permit an appraisal of the contents 
of all of the planned programs by the central agencies. However, it is an ob
jective of the three central agencies to include such an appraisal of significant 
aspects of operating agency financial management improvement efforts, and 
their progress in meeting the target dates for implementation of plans, in the 
next and succeeding progress reports. 
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DEPARTMENT OF AGRICULTURE 

The Department of Agriculture, through the coordinated efforts of the 
Office of Budget and Finance in the Office of the Secretary and agency budget 
and accounting representatives, made considerable progress on its program 
for improving financial management operations throughout the Department .. 

This program i.s concerned with the acquisition, distribution and control 
of funds; accounting systems and related procedures development; internal 
auditing; budgetary and financial reporting; and the organization and manage-

. ment of these and related activities throughout the Department. 

The Department of Agriculture has continued to work toward improvement 
in the foregoing broad areas within the framework of the accounting principles 
and standards prescribed ·by the Comptroller General,, the objectives of the 
Joint Program for Improvement of Accounting in the Federal Government, the 
requirements of the Budget and Accounting Procedures Act of 1950, and the Bu-

. reau of the Budget Program for Improvement of Financial Managemento The 
work was performed with the assistance and cooperation of the General Account
ing Office, the Treasury Department, and the Bureau of the Budget .. 

· In developing accounting systems, consideration was given generally to 
the establishment of needed internal controls, the development of simplified al
lotment ledger systems and controls, and provision for obtainirg from the rec
ords meaningful, timely, and reliable financial data for local management use 
and to meet all reporting requirements., The cooper~tive work in the field of 
accounting systems 1 which includes re vis ion, modernization and simplification 
of accounting systems and manuals, has progressed to various stages of com
pletion. This work was carried on during the year in eight agencies of the De -
partment. 

Among the developments and improvements in financial management, 
specific accomplishments during the period» involving appropriation, trust, and 
working capital funds, are outlined belowo 

Revised and improved accounting systems were developed and installed in 
the Commodity Stabilization Service, Agricultural Research Center of the Agri
cultural Research Service and the Library.. A new system was developed and 
installed for the Working Capital Fund of the Forest Serviceo Manuals for these 
accmmting systems will be prepared for submission to the Comptroller General 
during the next yea.r. Accounting system manuals for the Commodity Exc_hange 
Authority and the Rural Electrification Administration were submitted to the 
Comptroller General for approval .. 

For several years this Department has been developing integrated budget
ing and accounting organizations and methods and making other financial 
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management improvements of the types outlined in the Program for Improve
~ent of Financial Management in the Federal Government promulgated by the 
Bureau of the Budget during the year. Therefore, the conversion to accrual 
a~counting as well as other objectives of the Program does not require major 
changes in budgeting and accounting operations of the Department of Agricul
ture.. A statement of Departmental policy concerning this Program was issued. 
Within this policy, programs for improvement of financial management have 
been developed for each agency with particular emphasis on accrual accounting 
along with other general improvements. The basic objectives outlined for 
guidance of departmental agencies require: the adoption of the accrual basis 
of accounting for the development of information on the cost of resources con
sumed in an accounting period, revenues earned, and the amount of resources 
available, and the disclosure of all assets and liabilities. Particular attention 
was given to such items as accounts receivable, inventories, equipment, real 
property, liabilities and program costs. In this connection, depreciation allow
ance is required to be recorded in the accounts, for major items of equipment, 
and the liability for accrued annual leave is also to be recorded in the accounts. 
Twelve agencies of the Department have converted their accounting systems to 
the accrual basis as of June 30, 1957. The systems of the remaining four agen
cies are to be converted to such basis as of June 30, 1958. The departmental 
policy for other than business type operations is that agencies• accounting sys
ten1s will be geared to converting to the accrual basis at least as of June 30 
each year, and at such other times as may serve management needs. Account
ing for business type operations will be maintained currently on an (lCcrual ba
s is as in the past. 

Continued emphasis was placed upon obtaining effective internal audit of 
the operational, managerial, and financial aspects of all activities within the 
agencies. Assistance was rendered to agency internal audit staffs in connection 
with organizational and operational policies, audit manuals, audit programs, 
and individual technical problems. Also, a reference library of internal audit 
material has .been assembled for use by the internal audit staffs and pertinent 
audit information has been distributed currently. Arrangements have been made 
to keep the Secretary and members of his staff currently advised of the more 
important internal audit and program investigation findings. 

The Department also cont'inued its efforts to achieve greater efficiency in 
fiscal operations through the simplification and clarification of existing fiscal 
policies, procedures and methods. The achievements include: (1) an extensive 
re vis ion of the Department's Administrative Regulations dealing with Disburs
ing, Collections, Claims, Property, Travel and other fiscal operations to em
body current accounting concepts, standards and principles and particularly to 
provide increasing efficiency and economy of operations as well as financ;:ial 
control over nonexpendable and real property; (2) the implementation of recom
mendations of GAO and GSA property accounting and management surveys 
through general improvements in the accounting for property; (3) facilitating 
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the disposition of collections received in cash through the use of bank drafts 
when it is not practical to arrange for local depository facilities; ( 4) develop
ment of a simplified method for financing departmental communication costs, 
postage, laundry service and other central activity costs under the Working 
Capital Fund, Office of the Secretary; and (5) the expanded use of imprestfunds 
·to ~acilitate payment procedures and the more effective control and payment of 
sµiall charges for transportation and advertising services. 

Electronic data processing equipment and systems continued to receive 
attention, especially in areas directly related to the Department• s accounting 
operations. To generally assist agency efforts in this field, organized chan
nels were established for exchanging ideas and information and for notifying 
personnel of pertinent seminars and special study courses. Each agency has 
appointed a responsible official as a representative on electronic data process -
ing, to provide· a focal point for development yvithin the agency and for 
Department-wide activities in this field. · 

·Agricultural Research Service 

The Service has completed the regionalization of its accounting functions, 
effective with the transfer of billing and collection activity to regional off~ces 
on June 30, 1957. 

As a result of action taken by ARS, veterinarians engaged in private prac
tice were brought under the self-employment tax provision of the Social Se
curity laws by the enactment of Public Law 880, 84th Congress. This has re
sulted in a direct annual savings of $100, 000, representing former agency con
tributions to FICA covering some 4, 000 veterinarians who are employed by 
ARS on a fee basis. Additional savings to the Service as a result of this action 
have resulted from reduced payroll servicing, recordkeeping and reporting. 

A revised accounting system for the Agricultural Research Center work-. 
ing capital fund was developed and installed. The revised system is geared to 
accommodate expanded operations and additional workload brought about by 
placing under the fund the management and maintenance of all buildings and 
grounds as well as the performance of all farm service for units of Agricul
tural Research Service located at the Agricultural Research Center. At the 
same time the number of expense and income accounts have been reduced and 
the accounts realigned to accumulate sound cost data needed by management in 
the formulation of policies and revision of rates. The system is designed to 
provide for more accurate and timely reports. It is expected that a revised ac
counting manual will be submitted to the Comptroller General for approval by 
June 30; _1958. 

Procedures have been developed for maintaining personal property rec
ord cards on punched card equipment. This procedure should result in better 
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monetary and unit control and better management of personal property.. The 
converting of approximately 225, 000 individual personal property record cards 
to punched cards was begun April 1957, with a projected completion date of 
December 31, 1957 .. 

Time and workload studies conducted on the method of distributing admin
istrative overhead costs in the Agricultural Research Service have resulted in 
a revision of the method of distribution which will provide for better accounting 
support for budget activities and financial projects.. Continuing studies are 
planned during fiscal year 1958. 

Agricultural Marketing Service 

A survey of methods used in the payroll offices was completed and proce
dures drafted which will provide for greater uniformity in payroll methods used 
by the area fiscal officers. 

Improvements made in the billing and collection procedures ha.ve provided 
for (1) uniformity in the overall billing and collection procedures, (2) better in
ternal control of receivables and (3) a uniform method of reporting outstanding 
receivables. 

Two master type cooperative agreements were developed which replaced 
38 individual type agreements used in the poultry grading program.. This re
sulted in more uniform and simplified accounting.. Continued study is expected 
to provide master type cooperative agreements that will contain uniform provi
sions applicable to all cooperators engaged in the inspection and grading activi
ties. 

Improvements made in the obligation control system within the divisions 
of AMS resulted in a reduction in the number of offices performing obligation 
and reporting tasks and a reduction in the related accounting records. 

Commodity Exchange Authority 

A revision of the accounting system and related procedures was com
pleted and documented into an accounting manual which was forwarded to the 
Comptroller General for approval. 

The revised accounting system is now in full operation and provides for 
(1) a single allotment of funds with adequate internal procedures for adminis -
trative control under apportionments, (2) revised chart of general ledger ac
counts, (3) simplified obligation controls, (4) composite personal property rec
ords and strengthened control over personal property~ and (5) refinement of the 
system for distribution of costs to budget activities. 
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Commodity Stabilization Service 

A revised accounting system has been installed and documented in an ac
counting manual and will be submitted to the Comptroller General for approval 
by June 30, 1958 .. 

A consolidated disbursement account was placed in operation on Janu
ary 1, 1957, for a trial period of one year for the payment of administrative 
expenses chargeable to more than one appropriation or £undo Its use has elim
inated the necessity for numerous adjustments by allowing distributions of 
charges to be made on a sound basis available only after the close of the month 
in which the expenses are paid. 

The issuance of accounting and budgeting handbooks was ·continued with 
eight accounting handbooks, each pertaining to a specialized part of the account
ing operations, being completed.. In addition, an Agricultural Stabilization and 
Conservation County Office Administrative Handbook~ covering budgeting, fis
cal, personnel and other administrative procedures, was issued to all ASC 
county offices replacing county office instructions issued by ASC state offices .. 

A modification of the ASC county office accounting procedure has el.imi-
. nated the expenditure listings previously submitted to the ASC state offices and 
provides for the Treasury Regional Disbursing Officers to process monthly ad
vances to the county offices by a method similar to the simplified payroll proce
dure. This saves considerable time in typing and verification for both the ASC 
state offices and the regional disbursing officers and also results in faster dis -
tribution of the monthly advances.. These simplifications have resulted in sav
ings of approximately $750, 000 annually to the agency. 

A work measurement system was installed in the New York Cotton Prod
UQts Export Office and in portions of the Fiscal Division. Numerous other im
provements were made in the C 01nmodity Offices t work measurement systems 
due to additional programs and partial conversion from conventional accounting 
equipment to electronic equipment. 

The Commodity Stabilization Service Internal Audit Division was assigned 
the responsibility for the audits of all Agricultural Stabilization and Conserva
tion county offices on an annual basis.. Previously each State Office had main
tained a staff of auditors for this purpose although the CSS Internal Audit Divi
sion had been responsible for auditing ten percent of the county offices. This 
change resulted in the assignment of full responsibility to the Internal Audit 
Division for performing audits of all activities of the agency. 

Farmers Hon~e Administration 

A comprehensive survey of the budget and accounting operations of 
the Farmers Home Administration was started in 1957. The survey will. 
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include a review of administrative fund control procedures and related budg
etary and accounting practices, internal controls over collections totaling 
over $294, 000, 000 a year from loan programs, property accounting and con
trols, general ledgers and subsidiary records, and all other related procedures 

and records. 

Federal Crop Insurance Cor12orati~ 

Crop insurance regulations were amended so that interest on delinquent 
accounts accrues as of specific dates on a straight six percent per annum rate. 

The establishment of the revised interest dates permits the practical use 
of mechanical equipment in connection with interest accruals and results in 
considerable savings. There will be less likelihood of erroneous interest com
putations, a reduction in interest adjustments, and fewer refunds to debtors. 

·Effective May 1, 1957, the examination and payment functions in connec
tion with agents 1 commissions were transferred from the Washington Office to 
the Chicago Branch Office in order to integrate these functions with similar 
program functions in the branch office. 

Federal Extension Service 

Two branches of the Federal Extension Service, including the related 
financial management functions previously performed by the two separate 
branches, were consolidated into one branch. This consolidation has re
sulted in a savings of approximately one full man year and has provided for 
a better coordinated and more effective budgetary administration program. 

Funds for payment of the employer's contribution to the Civil Service 
Retirement and Disability Fund for the approximately 13, 000 participating 
cooperative extension employees were appropriated as a separate item rather 
than included in the appropriation for grants to States. This has allowed the 
establishment of accounting controls at a single point for these contributions. 
Tw

0

ice monthly an amount matching all employee contributions remitted dur
ing the period by the States will be paid to the Commission. 

A revised hand-posting procedure was established for individual re -
tirement accounts, which total about 13, 000, for cooperative extension em
ployees. This has resulted in a 60 percent reduction of posting time and a 
savings of one full man year. 

Forest Service 

Basic accounting policies, principles and standards for uniform Service
wide application were formulated and is sued to field organizations for the 
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establishment of equipment and supply services under the working capital 
fund a~thorized by Public Law 979, approved August 3, 1956. A uniform ac 
counting system was developed and installed in nine regional offices operat
ing equipme.nt and supply services.. It embodies a system of cost accounting 
for the reimbursable service-type activities, integrated with general ledger 
control accounts maintained on an accrual basis, to provide cost data and 
other financial information in a rnanner consistent with organizational and 
functional divisions of management responsibility. 

The appropriation structure for fiscal year 1958 was simplified by re
grouping and consolidating major appropriations and limitations,. This also 
resulted in a realignment of budget activities.. These improvements will con 
tribute significantly to the simplification of programming, budgeting, appor 
tioning~ allotting and controlling funds under several appropriations. 

Approval was obtained to use three 4-month periods, instead of quarter
years as the basis of apportionment beginning with fiscal year 1958, to more 
adequately match financial periods to seasonal work programs. This should 
provide more flexibility in prograrn execution .. 

After intensive studies and analyses of previous tests of machine rneth
ods, the installation and use of punched card equipment was approved for per
forming all payrolling, scheduling and other accounting operations and for 
processing statistical data in regional officeso Forms and punched cards 
were designed and ordered for a standardized punched card system of ac 
counting and for processing fiscal work to be installed in eight regional of
fices during fiscal year 1958 .. 

The tentative standards for preparation of vouchers and payrolls at 
approximately 150 field offices were revised and made mandatory These pro
cedures also provide ininim.um standards of audit of docurnents de signed to 
avoid duplicate checking at other levels. 

Internal controls were strengthened by perforating paid data in original 
invoices and vouchers,. Duplicate files of invoices were eliminated and pro
vision made for filing original paid documents at vouchering offices. This 
will eliminate thousands of duplicate copies of invoices and vouchers and 
cause a significant reduction in the need for filing space and equipment at 
11 offices. Incident to this change, the original receiving report and account
ing data will support the original invoice and provide better data for ad minis -
trative review and certification of payments .. 

The internal audit function was transferred from the Fiscal Control 
Division, also responsible for accounting operations, to a newly created in
ternal audit staff which reports directly to the agency head.. The independence 
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accruing to the internal audit staff as a result of this transfer will pennit 
comprehensive reviews and appraisal of all operational, managerial, and fi ... 
nanci.al activities of the agency. In addition it will permit maximum objec -
tiv it y in rep or ting . 

Librar 

As a result of a survey completed in fiscal year 1957, rev1s1ons have 
been made in the Library's accounting system. Revisions implemented to 
date include the adoption of a completely revised chart of general ledger ac
counts 1 and a simplified allotment ledger accounting procedure. An account
ing system was installed for operation of the Library's Photocopying Service 
under the Working Capital Fund, Department of Agriculture. 

accounting manual, documenting the revised accounting system, has 
been drafted and is being reviewed preparatory to its submission for the ap
proval of the Comptroller General. The manual, in addition to revisions al
ready in1plemented, provides for strengthened general ledger control over 
personal property and installation of composite property records; and a re
vised collections procedure providing better internal control over cash col
lections. 

Office of the General Counsel 

A revised system for accountability of equipment was placed into effect 
on February 1, 1957, employing the use of composite property record cards. 
This revision has reduced the number of property record cards from. 7, 500 
to 70 and has resulted in more expeditious reconciliation of the property rec"· 
ords1 with the general ledger control account. 

Rural Electrification Administration 

Revised instructions issued, relating to fiscal procedures included: re
vi~ed travel manual governing the authorization, supervision, and perform
ance of official travel; revised accounting procedures for guidance of REA 
field accountants to encompass changes in the Federal Communications Com
mission Uniform System of Accounts; revised manual for preservation of bor
rowers' records to allow wider usage of microfilming and to chan.ge the reten
tion period for certain records. 

Punched card tabulating equipment has been utilized for the preparation 
of schedules of unliquidated obligations by object classifications and other 
classifications each month end. This provides a more economical and effi
cient method of classifying and analyzing obligations incur red. 
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Soil Conservation Service 

The placing of all real and personal property under accounting control 
was completed. 

Accounting procedures have been improved to provide for more informa
tive reporting of obligations, through the establishment of an accurate deter
mination of amounts of valid unliquidated obligations and the amounts of ac
crued refunds receivable. 
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DEPARTMENT OF COMMERCE 

Bureau of the Census 

The recommendations contained in a property accounting survey per
formed last year were adopted and implemented by the Bureau during ~his 
year, including the taking of a physical inventory of property and the e stab
lishment of a punched card property r~cord system, on a class basis, con
trolled through accounts in the general ledger. The joint property accounting 
survey report for the agency is dated October 2 6, 1956. 

At June 30, 1957, the Bureau had completed or substantially completed 
the following studies outlined on its program for improvement of financial 
management: Evaluation of procedures for proper implementation of the ac
count structure; revisions in project accounting reporting thereon and con
trols for internal administration of budgeting on a cost basis; development of 
procedures for th~ establishment and administration of operating budgets on 
a cost basis; review with operating officials of adequacy of budgeting and ac
counting classification for programing purposes; determination of degree to 
which synchronization has been achieved in budgeting, accounting, and re
porting; and development of an allotment control scheme for reimbursable 
and interfund transactions. 

The Bureau expects to present its 1960 budget on a cost basis. 

A manual, covering the revised accounting system placed in operation 
on July 1, 1956, is being prepared ,and should be ready for submission to the 
Comptroller General for approval during fiscal year 1958. 

Bureau of Public Roads 

Development work on a revised system of accounting continued during 
the year, progressing to the point of decentralizing fo the field the accounting 
functions of the Bureau. Similarly, the Whtshington Office decentralized re
sponsibility to three field regions for final fiscal action with respect to all 
types of claims made by the States. 

A system was developed and implemented under which the administra
tive expenses of the Bureau (other than for 'foreign programs) are initially 
financed from a single appropriation. Reimbursements fro1n the affected ap
propriations of the Bureau are made to the financing appropriation on a quar
terly basis. This method of financing has eliminated the time-consuming 
effort of detailed determination at the voucher level and the maintenance of 
separate allotn~ent accounts for administration for each of the numerous pro
grams administered by the Bureau. 

The number of sub-object classifications of obligations was reduced to 
cover minimum requirements. 

A program of bringing field office employees engaged in fiscal activi
ties into the Washington Office for indoctrination was carried on. Field em
ployees were brought to Washington two or three at a time and received in
struction and assistance in fiscal matters, particularly in problems in 
connection with payments to the States and related accounting matters. 
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As a part of the revised accounting system, the tabulation of obligations 
for the Federal- aid program was extended to provide expenditure data. This 
eliminated the monthly expenditure statements prepared by typewriter. 

In order to strengthen the effectiveness of the internal audit of Federal
aid operations, a Project Examination Division. was established to conduct 
comprehensive reviews of the engineering, fiscal, and other administrative 
aspects of the Bureau's Federal-aid highway program. It is to operate on a 
team basis, consisting of an engineer, an auditor, and a right-of-ways in
spector. This Division wql report to the Assistant Commissioner for Admin
istration. 

Civil Aeronautics Administration 

Property accounting of the Washington National Airport was surveyed 
by representatives of the General Services Administration and the General 
Accounting Office in collaboration with agency representatives. A report of 
findings and recommendation, together with target dates for implementation 
established by the agency, was issued on May 6, 1957. 

The Administration rec;:ently established a task force responsible for 
the development and execution of the Administration's program for improve
ment of financi.:al management pursuant to Public Law No. 863. Development 
areas in the program and the improvements therein are: 

1. A fully integrated accrual accounting system, including unit 
cost accounting where appropriate, to be developed. The system is 
to be installed at all locations including the three airports operated 
by the Administration, by July 1, 1959. Consideration will be given 
to the .proper modifications of the system installed last year at the 
Washington National Airport on a pilot study basis, to adapt it to the 
over-all system. 

2. Property accountability to be established. Monetary control 
of property to be exercised through accounts in the general ledger by 
July 1, 1957, for real property and July 1, 1959, for personal property. 

3. Development of consistent classification for budgeting, ac
counting, and reporting is to be completed by July 1, 1958. 

4. Presentation of budget requests on a cost basis, to be in
augurated for the entire Administration beginning with fiscal year 1962, 
although the budget of the Washington National Airport, already oper
ating an accounting system on the· accrual basis, will be submitted on 
a cost basis for the 1959 budget year. 

As an initial effort in accomplishing its program for financial manage
ment improvement, the Administration has already formulated its policy in 
connection with accrual accounting ancl the capitalization· of property. Also, 
procedures have been developed for the accountability for real property. 
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Coast and Geodetic Survey 

New procedures were developed for the financing and accounting for 
subsistence of crews of vessels. All supplies purchased by the General Mess 
o.f vessels are now accounted for and financed on a consumption basis in the 
same manner as other Government purchases. 

Instructions were issued establishing central disbursement facilities 
in the Washington Office for certain field cost centers. This procedure, 
together with the establishment of Agent Cashiers in certain locations, per
mitted the discontinuance of Assistant Disbursing Officers in the cost centers 
involved. 

Procedures have been developed and partial implementation made in 
the mechanization of the accounting system and payroll preparation through 
the use of punched cards. 

The number of projects on which cost is accumulated has been reduced 
and the cha:racter of projects has been conformed to the Bureau• s organiza
tional pattern and budgetary activities. 

The policy and procedures of the Bureau were revised to provide for 
reimbursements on activities provided other agencies on a cost-incurred 
basis. 

The Bureau's accounting manual, covering the system installed July 19 

1955, was submitted to the Office of the Secretary for review and clearance 
to the Comptroller General for approval. 

The Bureau will prepare its 1959 budget on a cost basis. This will be 
possible by reason of availability of cost data obtained from the Bureau's 
accrual accounting system. Beginning with fiscal year 1958, funds will be 
controlled on the basis of cost estimates. 

Maritime Administration 

Approximately thirty-two million dollars of the inventory of Materials 
and Supplies was reclassified as "Mobilization Inventories of Materials and 
Supplies. 11 This change in accounting classification provides better disclosure 
in the financial statements and affords management more meaningful informa
tion regarding warehouse inventories. 

Major sections of the Comptroller 1 s manual of procedures were brought 
up to date, and new sections were developed for operations previously not 
covered by the manual. 

The Administration's internal audit coverage was made more intensive 
with regard to the accounting operations of the Administration than in the past. 
The audit program is now designed to provide a reasonable coverage of almost 
all the areas of important financial activity on a cyclical basis~ 

The Administration has established a target date of July 1, 1958, for the 
institution of cost-based budgeting practices, with firmly established practices 
to be in effect by July 1, 1959. In addition, June 30, 1958, has been established 
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as the date for the completion of studies relative to appropriate revision of 
budge.t and accounting classifications for consistency and synchronization 
with organizational units; development of supporting information by organiza
tional units where budget classifications do not coincide with the organization 
of the Administration; and the simplification of the allotment structure. 

National Bureau of Standards 

Legislation was obtained permitting the Working Capital Fund to retain 
fees paid by non-government sources for calibration services and standard 
samples instead of depositing said fees as Miscellaneous Receipts. The addi
tional legislation eliminates restriction on these two services due to insuffi
cient funds from the Bureau's appropriations available for this purpose. 

In order to strengthen the internal audit function and give it a greater 
independence of action, a plan to detach the Internal Audit staff from the Ac
counting Division, and establish it as a separate unit reporting directly to the 
Assistant Director for Administration is now awaiting final approval. 

As a step towards implementation) Of Public Law No. 863, the Bureau 
has begun to redesign the cost reports submitted to both operating and manage
ment personnel. For this purpose a committee of operating personnel was 
appointed to advise the Accounting and Budget Divisions of the need of finan
cial information by the operating personnel. 

While the accounting system and procedures employed by the Bureau 
during the past few years have been largely those advocated by Public Law 
No. 863, certain modifications are required to fully meet the requirement of 
the law, such as the use of cost based budgets for internal financial control 
of operations. The Bureau has established July 1, 1958, as the target date to 
bring about the necessary changes and to present its budgets on a cost basis. 

Patent Office 

Procedures were developed to extend the use of punched cards to all 
the operations of payrolling. The approved new payroll procedure will be 
placed in operation on July 1, 1957, with an estimated possible savings of 
two·man years of employment. 

The accountability control of fees for the different services rendered by 
the Patent Office was converted to machine methods, with an anticipated sav
ings of about three man years of employment throughout the Office. Also, 
better financial information will be obtained as to the revenue received. 

A manual, covering an accrual accounting system to be effective July 1, 
19 57, was submitted to the Office of the Secretary for review and clearance to 
the Comptroller General for approval. 
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DEPARTMENT OF DEFENSE 

De.partment-Wide 

The Office, Secretary of Defense, continued to provide general policy 
guidance and direct assistance to the military departments' accounting im
provement programso A committee was established, called the Committee 
on Defense Participation in the Joint Accounting Improvement Program, to 
further the attainment of the objectives of the Joint Program in the Depart
ment. 

The Committee consists of representatives of the Bureau of the Budget, 
Department of Defense, General Accounting Office, and Department of the 
Treasury. The Assistant Secretaries for Financial Management in the mili
tary departments have designated representatives who serve as military de
partment advisers. The areas of operations and maintenance and military 
construction have been selected to be given special attention. 

Comptroller Organization and Personnel. Career planning for person
nel engaged in the comptroller area is currently being given vigorous em
phasis throughout the Department of Defense. Recruitment of college gradu
ates with Business Administration degrees and advanced training of officers 
and civilians in university courses and service schools, as well as on-the
job training, are being used in building competent staff. All three of the 
military d~partments have arranged for training in automatic data process -
ing systems and are using schooling facilities supplied by manufacturers of 
the equipment. 

The three military department audit agencies have continued to recruit 
and hire qualified college graduates with accounqng majors as audit-trainees 
at the GS-5 level. Under an arrangement approved by the Civil Service Com
mission, these trainees are given six month on-the-job a.nd formal classroom 
training, upon successful completion of which they may be promoted to audit
ing positions at the GS-7 level. This program has continued to provide the 
audit agencies with a reservoir of aµditors at the lower grades who possess 
the education and talent to advance rapidly into the more responsible auditing 
positions. 

·Industrial Funds. The Industrial Fund program is now in operation 
under 51 chf!irters affecting 134 installations of the Department of Defense. 
Over half a'.:billion dollars has been allocated as cash capital for the installa
tions under this programo Reductions of work-in-process and matt:rrial in
ventories, improved financial procedures, and more rapid financial turnover 
have made it possible for the individual installations to return slightly more 
than 35 percent of the cash capital so provided. The annual volume of 
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activities under this program aggregates about $1. 8 billion. Further 
industrial-type activities of the Department of Defense, with an estimated an
nual volume of activity of nearly $1. 5 billion, are under consideration for ap
pHcation of industrial fund financing. 

A comprehensive revision of the Industrial Fund Regulations, approved 
July 13 » 1950, has been made, to be published under the Department of De
fense directive system, for the purpose of updating these regulations and to 
provide more specific guidance to a greater variety .of activities which are 
now operati.ng with industrial funds. Progress has also been made on a draft 
of Department of Defense requirements for uniform financial and statistical 
reporting in respect to industrial funds. Considerable emphasis has been 
placed upon tµe development of improved cost standards and cost accounting 
and in the integration of management improvement programs with industrial 
fund accounting under a single cost system.· Further progress has been made 
in this area and in the improvement of labor utilization, work standards, work 
schedu.ling, and cost control, conducive to the measurement of efficient opera-
tions. 

The Secretary of Defense directed the Secretary of the Air Force, as a 
Single Manager, to establish through the Military Air Transport Service~ 
single airlift service for the entire Department of Defense. The directive re
quires that such services be financed on a reimbursable basis under the Air 
Force Industrial Fund. It is expected that, when this operation becomes ef
fective, there will be considerable savings in airlift operations. 

Stock Funds. Stock fund financing has been applied to well over a mil·
lion items priced at more than $15 billion. This includes $1 billion of inven
tories which were capitalized during fiscal year 1957. The plan for fiscal 
year 1958 calls for the further capitalization of some $400 million of stocks .. 
By the end of fiscal year 1956, inventories had been reduced some $4. 5 billion, 
or 32 percent of the $14 billion included up to that time, resulting in conver
sion of part of the inventories to cash for return to the Treasury or other use 
as determ.ined by Congress. By the end of fiscal year 1957, working capital 
cash returns amounted to $3. 5 billion for stock funds and $357 million for in
dusfrial funds, which is a total of $3. 8 billion returned to the Treasury or 
utilized by the Congress in lieu of appropriating new money. 

The Department has issued Department of Defense Instruction No. 7420. 6,. 
Financial Reports for Department of Defense Stock Funds, which established 
uniforrn stock fund reporting requirements for the military departn-1ents. These 
financial reports provide comprehensive financial, budget, supply, and other 
data on the status and operations of the·funds. They should provide an impor
tant tool for management at all levels in the Departm.ent of Defense in irnprov
ing stock fund operations. 
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The Department of Defense has updated its Regulations Governing Stock 
Fund Operations which now -provide important improvements in pricing poli
cies, such as (1) the use of a single standard price for inventory· purposes de
termined on a uniform basis, (2) price reductions for reimbursable issue.s 
under certain conditions, and (3) a uniform basis of pricing for inter-service 

transfers. 

Property Accounting. A significant staff improvement this year has been 
the publication of Department of Defense Directive 7510. 1, Uniform Pricing 
Policy for Materials, Supplies and Equipment Financed by Military Appropri
ations. This directive established a uniform pricing basis for inventory, re
imbursem.ent on sales· or issues, and other purposes for all non-stock fund 
materiel in the military supply system, except plant equipment, aircraft 1 and 
ships. When fully implemented, it will contribute significantly to improving 
the quality and basis for monetary inventory accounting. 

The Department of Defense has established three materiel Single Man
ager Assignments for the Department of Defense and finances these materiel 
assignments with stock funds.- These assignments cover all Subsistence, Mil
itary Clothing and Textiles, and Medical and Dental materiel categories com
prising $2. 2 billions of inventories. Under these plans, the respective Single 
Managers procure all the assigned materials and distribute them through the 
wholesale level in the United States. It is anticipated that economies in pro
curernent, distribution, and transportation will result from this plan as well 
as improved standardization, research and development, and other intangible 
benefits .. 

Department 'Of Defense Instructiqn No. 7510. 2, Use of Source Documents 
and Source Records in Quantitative and Financial Inventory Accounting, has 
been scheduled for puqlication. This instruction requires that quantitative and 
monetary accounts shall be prepared from the same source do.cuments and 
that financial data summarized from the source records should be submitted 
in reports to higher authority. Department of Defense Instruction No. 7420. 4, 
Constructive Method of Billing Within the Department of Defense for Sale of 
Materiel in the Military Supply Distribution System, is also scheduled for pub
lication. This instruction extends to all reimbursable is sues of materiel (ex
cept Military Assistance). 

Budgeting and Accounting for Appropriated Funds. The Department has 
is sued Department of Defense Directive 7150. 3, Apportionment of Public 
Works Funds, establishing a new system covering apportionment, budg,eting, 
funding, and accounting for military construction in the Department of Defense. 
This system provides greater financial flexibility in the military departments, 
as requested by the House Appropriations Committee, and at the same time 
requires positive planning and control by installations and projects. Provi
sions are also made for reprogramming and revisions of budgets, especially 
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in rela.tion to apportionment actions, including annual adjustments in fund re
quiremerit.s for previously approved programs. This system establishes the 
integrated accounting requirements for the construction area on a department
wide basis. 

The Department issued Department of Defense Directive 7200. 4, Fund
ing of Procurement Contracts and Interdepartmental Requests and Orders for 
Procurement.· This directive establishes a general requirement that no pro
curement of materiel, equipment, or work, or services, in connection there
with, shall be directed or authorized unless adequate appropriations or other 
funds are available for completing the production of the entire end-items and 
related spare parts. This directive should have the effect of establishing a 
Defense-wide system for better budgeting and control, through funding, of the 
total cost of procurement and production programs in terms of the principal 
end-items being procured~ It will eliminate use of authorized funds for the 
procurement of components of end-items ill a greater. quantity than authorized 
by specific programs on an end-item basis, with the. consequent demand for 
additional funds to complete the authorized items. In short, this directive is 
important in bringing about the establishment of firm programs for procure
ment and production on an end-item basis. It will significantly influence the 
course of development of appropriation accounting and reporting in the ar_ea 
of procurement and production. 

A new Department of Defense Instruction, 4000. 17, Administration of 
Coordinated Procurement and Related Supply Programs, sets forth detailed 
instructions for the interchange of procurement requirements between mili
tary departments, and the criteria to be used in executing interdepartmental 
orders for procurement and deliveries of materiel from stock. This instruc
tion establishes simplified procedures for handling interdepartmental orders, 
including accounting. The instruction also should result in improved budget
ing and financial control through apportionment and funding actions of ·procure
ment and production of all items of materiel subject to single-service assign
ments for procurement. 

Steps were taken to institute programs in each of the military depart
ments designed to improve reporting of fund resources, unpaid obligations, 
and available balances, pursuant to Section 1311 of the Supplemental Appropri
ation Act, 1955. 

Project Order Regulations have been completely revised to bring about 
much needed improvements. The proposed regulations are being coordinated 
with the military departments prior to issuance. They have also been the sub
jec_t of d'iscussionwith the General Accounting Office and the Bureau of the 
Budget. With the encouragement of the Department of Defense, the Navy has 
designed a new system of accounting for reimbursements for work or services 
performed under the Navy 1 s operations and maintenance appropriation. This 
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system should greatly reduce the number of fund subdivisions at all Navy in
stallations and will do much towards encouraging cross servicing between ac
tivities, thereby resulting in more efficient and economical use of existing fa
cilities. The system will result in simplified accounting for reimbursements 
and for fund resources. It will have an important bearing upon improvement 
in reporting under Section 1311 of the Supplemental Appropriation Act, 195 5. 

Department of Defense Instruction 4165. 33, Financial and Accounting 
Policies and Procedures Applicable to Acquisition of Wherry Act Housing, 
establishes budgeting, funding, and accounting procedures for the Wherry 
Housing Act revolving fund established by the Congress. 

A plan was worked out and procedures established for liquidating the 
Certified Claims Account and paying claims through the military departments 
rather than by the General Accounting Office, as authorized by Public La~ 798, 
84th Congress. · 

Automation. Recognizing the rapidly expanding potential of automatic 
data processing systems in the improvement of Defense. management and busi
ness administration, Department of Defense Directive 5105. 11 was issued in 
January 1957. This directive establishes a "Data Systems Policy Council" to 
formulate Defense-wide policies in this area. Senior representatives of the 
military departments and the Assistant Secretaries of Defense constitute the 
Council, which will make policy recommendations to the Deputy Secretary. 
Also, under this directive, a Data Systems Research Staff was established di
rectly under the Assistant Secretary of Defense {Comptroller}. This staff will 
conduct the studies needed by the Council, will disseminate up-to-date infor
mation on data systems throughout the Defense establi~hment, and will serve 
the Assistant Secretary of Defense {Comptroller} in the discharge of his con
tinuing responsibility for assuring the most prudent use of funds in the installa
tion of data processing systems. A small experienced professional staff has 
been assembled, a time-phased work program outlined and approved by the 
Council, and areas se,lected for first attention. An inventory of business type 
installations using automatic data processing equipment has been completed, 
and other prelimina:ry research actions have been taken looking toward policy 
formulation. The staff has continued to review requests for approval of data 
processing systems and has conducted several semina'rs and similar informa
tional meetings. 

Auditing. In connection with the Government-wide project to establish a 
single set of cost principles for research and development contracts with col
leges and universities, the Office of the Secretary of Defense is considering 
an arrangement whereby the Defense audit agencies would undertake audit re
sponsibility for the smaller Government agencies with respect to such con
tracts. 
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An additional section of the Defense Contract Audit Manual covering ad
ministrative procedures with respect to the audit of Gost-type contracts was 
prepared and distributed for use by all Department of Defense contract au
ditors. 

The Director of the Audit Division made arrangements whereby he meets 
periodically, in joint session, with the Chiefs of the three military department 
audit agencies. These meetings serve as a means of more closely coordinat
ing Defense audit activities by providing a forum for the exchange of informa
tion and ideas on new a·udit policies, procedures and techniques, on the exten
sion· of audit coverage to /new areas, and on common problems which open dis
cus~ion would help to solve. As one result of these meetings, several techni
cal training s~minars have been held with the joint participation of represent
atives of the three audit agencies on such. subjects as audit 'reporting techniques' 
statistical methods of forecasting costs, use of statistical sampling techniques 
in auditing, and the audit aspects of automatic data processing systems. 

In order to assure that Military Assistance Advisory Groups established 
under the Mutual Assistance Program are given· appropriate internal audit 
c·overage without duplication of audit effort, assignments were made designat
ing the military department responsible for the audit of each Group. These' 
assignments we.re made in accordance with the policy of assigning each De
partment of Defense joint activity to the central audit agency of one department 
for audit. One MAAG audit has been completed and others are scheduled for 
fiscal year 1958. 

The Department of Defense Instruction which requires each audit agency 
to submit summ·ary statistics and data on its audit operations was revised to 
provide more meaningful management ·information, particularly with respect 
to internal audit activities. 

Department of the Army 

Organization for Accounting in the Army.. The establishment of 11 head
quarters accounts offices in the Technical Services and overseas commands, 
during the year, completed the integrated accounting program. This program 
established an Arm·y-wide field accounting organization and system within com-

. mand channels to decenfraliZEf a·CCO\.~nting Operation.P, using modern accountin,g 
techniques. The organization includes. 267 installa~ion Finance and Accounting 
offices which feed reports to 21 headquarters accounts offices where consoli
dated command reports are prepared and submitted to the central accounting 
office of the Department of the Army. The program has resulted in providing 
a basic 'organization and system framework around which more comprehensive 
accounting is being instituted to meet the requirements of Public Law 784,, 
8lst Congress, and Public Law 863, 84th Congress. The system at the pres
ent time embraces appropriation and fund accounting anp control, the receipt 
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and expenditure of public furids, financial iµventory accounting, and the account
ing for sales, accounts receivable, and related transactions re:sulting in reve
nue to the Government. Accrual accounting involving the accumulation of pro
gram costs in support of cost-based budgeting, as contemplated und~:r the pro
visions of Public Law 863, is being installed as a fundamental part of the Army 
Command Management System. 

Army Command Management System. The Army Command Management 
System now being installed throughout the Army is based on the principle of 
integrated programming, budgeting, funding, and accounting. It is designed to 
provide: a clear definition of responsibility and authority, forecasts of work
load and resource requirements, and reports on accomplishments, utilization 
of resources, and financial status in relation to plans and forecasts. Imple
mentation of the system has been accomplished in the following agencies and 
comman~s: 

U.S. Continental Army Command (ZI Armies and Military District 
of Washington) 

Deputy Chief of Staff for Logistics (Technical Services) 
U.S. Army, Caribbean 
Chief of Finance 
U.S. Military Academy 
Provost Marshal General 
Armed Forces Information and Education 
Assistant Chief of Staff, Intelligence 
Chief of Chaplains 
The Adjutant Gene rp.l 
Army Audit Agency 
National. War College· 
Industrial College of the Armed Forces 

Plans call for the completion of the program in the overseas commands 
and miscellaneous agencies in fiscal year 1958 in order to achieve the objec
tive of a cost-based budget for the Operations and Maintenance appropriation 
for fiscal year 1960. In addition, the policies, principles, procedures, and 
techniques have been refined as a result of experience gained in operating the 
system. Accounting instructions have been documented in regulations. Action 
has been taken to direct the discontinuance of the separate reporting of hospital 
costs at U.S .. ,Continental Army Comni.and (U.S. CONARC) installations and rely 
on data produced by the Command Management System to satisfy hospital re
porting requirements. Discontinuance of ,independent job o~der costing of field 
maintenance at U.S. CONARC installations has been directed unless responsi
ble commanders can justify the additional expense incident to a separate cost
ing systemu 
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Procedures at post, camp, and station level have been revised and im
proved so that all inventory data n~cessary in stock fund accounting, financial 
inventory accounting, and the Army Command Management System are sum
marized on one document monthly for each technical service activity, which 
is then transmitted to the Finance and Accounting Office to be used as the ba
s is for posting to the stock fund and ACMS general ledgers. 

Accrued Revenue Accounting. Centralized accounting for sales and re
ceivables on an accrual basis was prescribed for all installations within the 
Army establishment. In addition to centralizing a consolidated billing and col
lection procedure within the installation Finance and Accounting Office, ac
counting control over all revenue resulting from installation operations is es
tablished as an integral part of the Army Command Management System. The 
prescribed accounting records and procedures provide for the· inclusion in re
curring reports and Section 1311 certifications of accounts receivable for re~· 

imbursements earned and refurids due, anticipated reimbursements based on 
firm orders received, and fund resources generated by travel advances. 

Machine Accounting. Tests designed to explore the potential of conven
tional punched card equipment to the financial accounting operations of a typi
cal installation were completed at Fort Bragg, N. C .. » and Fort Gordon, Ga. 
Evaluation of the tests was favorable and concluded that punched card equip
ment properly applied and operated by adequately trained personnel offers a 
beneficial means of accomplishing the accounting workload at installations of 
similar size and complexity. Procedures developed during the tests were 

· made available to major commanders and authority was granted to proceed. 
with the procurement of such equipment if it is considered to be justified in 
terms of economy and effectiveness. To date 20 U.S. Continental Army Com
mand installations have either acquired or made commitments for punched 
card accounting equipment. 

Control of Funds Cited on Requisitions. Procedures have,been estab
lished whereby supply installations, under specified conditions, will not delay 
supply action or be fa.reed to request additional funds where the amount certi
fied on a requisition is insufficient to cover the value of the supplie~ to be fur
nished. If the value of the supplies is not more than $25 over the an~ount cer
tified, the supplies will be furnished and the requisitioning activity will be re
sponsible for assuring that sufficient funds are available for reimbursements. 
This procedure eliminates a problem. area where, in the past, supply action 
was being delayed pending certification of additional inconsequential amounts. 

Accounting Integration Between Organizational Elements of the Arrny. A 
revised ·procedure has been developed and established to correlate more effec
tively the accounting and reporting between installations and between operating 
agencies of the Army. One of the basic objectives of improved accounting in 
the Army is the direct association of the paying function with the activity 
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maintaining the fund accounts and incurring the related obligations (fiscal
disbursing integration). In those cases where disbursements or coUections 
are made by an activity other tl"!an that which maintains the fund accounts, it 
is. necessary that appropriate data flow to the latter activity for the liquidation 
of obligations and inclusion in operating costs of expenses. In the past, copies 
of documents were transmitted directly between the activities involved and rec
onciliations were effected subsequently based on registers of disbursements 
and collections prepared by headquarters accounts offices. It was found that 
many documents were misdirected or lost and that necessary adjustments and 
corrections were unduly delayed because of the heavy workload involved. 

The new procedures provide for the exchange of required data under ac
counting control through the operating agency accounts offices. By means of 
the relatively simple controls established, the operating agency can ascertain 
in a routine manner that the activities involved have received and recorded all 
transactions. The time-consuming and costly preparation and reconciliation 
of registers of disbursements and collections have been eliminated. 

Reporting Under Section 1311, Public Law 663, 83rd Congress. Require
ments for reports necessary to comply with pro vis ions of Section 1311 of the 
Supplemental Appropriation Act, 1955, were revised with respect. to the re
ports of 30 June 1957. In the past, unliquidated obligations were computed at 
Department of the Army level, mainly from amounts of total obligations and 
expenditures. The new procedure provides for reports of unliquidated obliga
tions, and certain other applicable data, to be submitted by field activities 
through command channels to the Department of the Army for utilization in re
ports transmitted in accordance with requirements of higher authority. The 
revised procedures referred to in the preceding paragraph were of the utmost 
significance in making this possible. 

Self Service Supply Centers. Self Service Supply Center activities have 
been expanded to include distribution of expendable supplies to U.S. Army Re -
serve and National Guard units. Pilot installations for Self Service Supply 
Centers were established in all ZI Armies during the first half of fiscal year 
1957. During the period January-June 1957, centers have been established at 
3 8 more installations to bring the total to 46. 

Fixed Asset Accounting. Financial accounting and reporting for real 
property and capital equipment in both contractor plants and military installa
tions of the Ordnance Corps was established, with the first report due as of 
30 June 1957. It has also been initiated at selected installations of other Tech
nical Services of the Army. 

Stock Funds. Operations of the Single Manager, Clothing and Textiles, 
Division of the Army Stock Fund, was initiated in accordance with the charter 
approved by the Assistant Secretary of Defense (Comptroller) on 11 September 
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1956. In addition, all depot stocks of Medical-Dental materiel were trans -
fer red .to the Navy Stock Fund effective 1 April 1957. 

Further revisions of the Army Stock Fund accounting and reporting sys
tem were developed for implementation by branch and home offices effective 
1 July 1957. The revisions are intended to improve the accuracy and timeli
ness of accounting and reporting, and will provide for the meeting of pre
scribed reporting requirements effective with the report for the quarter ·ending 
31 March 1958. 

Proposed New Military Pay System. The Department of the Army is con
tinuing a field test of a proposed Military Pay system through fiscal year. 1958. 
The test covering approximately 50, 000 troops is being conducted at eight se
lected installations. 

The proposed pay system is designed to overcome the major weaknesses 
of the current system by providing (a) pay status information to the payee, 

·(b) timely accounting, (c) improved budgetary data and controls, (d) more fa
cility in paying casuals or transient personnel, and (e) greater accuracy of 
payments. ·A final evaluation is in process for possible implementation Army-· 
wide .by l July 1958. 

Finance and Accounting Manual System. A major project during the 
past 18 months has been the conversion of Army and Special Regulations in the 
finance and accounting area from the present multiple-series format to a single, 
comprehensive series of loose-leaf manuals. This project was undertaken to 
meet a constantly growing need in field finance and accounting activities for a 
simpler and more usable system of directives and guides. 

Army Iridustrial Fund. The development and installation of an industrial 
fund system of general and cost·

1

accounting, with its related techniques of man
agement control, was completed at the Army Pictorial Center and is in prog
ress at the Aberdeen Proving Ground. Completion of the latter, about 1 Sep
tember 1957,. will bring to 22 the number of Department of the Army activities 
operating under the Army Industrial Fund. 

Continued emphasis will be placed on the improvement of industrial fund 
management and financial control at the installation and command levels. Of 
particular significance in development of the Army Industrial Fund to date has 
been the increased awareness of management responsibility at the Technical 
Service level. 

Ov·erseas Accounting. The Unitetl States Army in Europe (USAREUR) 
Field Assistance Team, co1nposed of Army and General Accounting Office per
sonnel, concentrated its efforts upon the forthcoming implementation of the 
Army Command Management System (ACMS) within USAREUR. Accounting 
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manuals and operating procedures were developed in accordance with the prin
ciples and concepts of the Comptroller of the Army consistent with the objec
tives of Public Law 863, 84th Congress, and tailored for overseas operations. 
An Army. Command Management System was installed as part of the test at 
Headquarters Area during the year. The test indicated areas where simplifica
tion and modification would result in economies, which have been effected with· 
a resultq.nt savings in funds and personnel. Other USAREUR subordinate com
mands in which the Army Command Management System will be installed have 
had orientation visits from the Field Assistance Team and have been provided 
with the manuals and other operating guidance. 

In conjunction with the Army Command Management System, procedures 
for the dollar control of inventories are being developed and installed. 

The cost accounting system developed within the concept of the Depot 
Command Management System was extended on 1 April 1957 to all depots within 
the Communications Zone. 

Improvements in mechanized controls over "property in excess accounts, 11 

accomplished in Europe during 1956, formed the basis for the issuance of a 
Department of an Army world-wide directive, focusing attention on the prob
lems within this area and providing for action to be taken in strengthening ex
isting controls over excess property. 

Electric accounting machine systems were expanded to include property 
in the custody of property disposal officers, eliminating the need for manually 
maintained records. 

Recruitment, Training, and Retention of Civilian Personnel {Accountants). 
Early in the application of the new financia~ system, it became apparent that 
the existing civilian personnel qualifications and grade level standards we re in
adequate. As a direct attack on this problem, the Army initiated action to pro
vide new occupational standards for jobs in the_ comptroller area. The stand
ard for the chief supervisory accountant job at each installation has been pub
lished .. It shows clearly the factors which determine the grade levels of the 
job and describes precisely the qualifications the employee must possess in 
order to perform competently. With the completion of four additional account
ing standards by December 1957 most accounting jobs will be covered. 

As a means of obtaining well qualified civilian personnel, early emphasis 
was placed also upon the recruitment of civilian employees from the colleges. 
This effort has been expanded into the development of a complete career pro
gram. Program guides for use by the Technical Service are scheduled for 
completion in the first quarter of fiscal year 1958. This career program, ap
plied Army-wide, together with the o.ccupational standards mentioned above, 
will establish a firmer basis for determining and meeting civilian personnel 
and training requirements in the accounting field. 
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A number of speciality courses in financial management are offered ci
vilian .employees by the Army Finance School. In addition to learning subject 
matter, the students are instructed in training techniques in order that they 
may effectively instruct others when they return to their installations. Other 
accounting courses are available from Toledo University under a contract ne
gotiated by the Ordnance Corps. As a matter of convenience and econon1y, a 
number of the Toledo University courses are given at the installation site. 
Many installations, through arrangements with nearby colleges, have brought 
college level accounting courses to em.ployees. 

Extension courses in .accounting principles have been made available to 
1, 000 civilian employees by the Finance School. In November 1957, enroll
ments are expected to be increased to 3, 000 and rnore courses will be offered. 
Civilian employees also may be enrolled in the residence accounting courses 
at the F'inance School. 

Internal Auditing. The principal development in auditing within the Army 
establishment during the period consisted of the adoption of a new approach 
based on a "single audit concept. 11 The "single audit concept" eliminates the 
divided respons'ibility for internal audit and contract audit and, in lieu thereof, 
establishes single responsibility and coordination of the audit of contractors' 
activities with the audit of internal Army records. 

The U.S. Army Audit Agency continued to utilize the vertical approach 
to internal audit as a more effective method of reporting to command. Audit 
reports covering the Amn~unition Command and Weapons Command of the Ord
nance Corps and the Medical-Dental Division of the Army Stock Fund are rep
resentative of the vertical audit reports issued to ni.ajor commanders contain
ing summarization of findings and recommendations applicable to the entire 
command. Additional vertical audits are scheduled for fiscal year 1958. This 
technique is now being further expanded by programming for fiscal year 1958 a 
number of lateral audits, whereby the rnore in1portant findings and recommen
dations applicable to specified functional areas are consolidated into a sum
mary report for over-all evaluation. 

Department of the Army- -Corps of Engineers, Civil Functions 

A programming and budgeting procedure for the Washington Aqueduct is 
being developed by the Chief of Engineers which will provide for uniformity of 
terminology and facility of preparation of cost-type budgets in conjunction with 
a revised accounting procedure which was installed July 1, 1957. The account .. 
ing system is based on preliminary criteria determined for application to the 
programming and budgeting procedure ·and provides for integration of cost ac
counting with general ledger control accounts, for rnaintenance of the account
ing records on an accrual basis reflecting the application of goods and services 
to operations as consun1ed or used, and for distinguishing between capital ex
penditures and operating expenses. 
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A revision to the Corps progran1ming and accounting manual was issued 
for the civil functions construction program, consolidating numerous publica
tions ~overing the programming, budgeting, and performance reporting proce
dures. Revisions are also being prepared for the other civil functions pro
grams covered by that manual, namely, investigations, operation and mainte
nance, general expenses, etc. , which will similarly clarify instructions and 
improve procedures in the direction of simplifying programming, budgeting, 
and performance reporting procedures. Target date for ·these revisions is 
July 1 , 1 9 5 8. 

The Chief of Engineers is ~onducting studies to determine the feasibility 
of applying automatic data processing techniques in the field of accounting. 
Initial studies are expected to be completed by December 15, · 1957. 

Department of the Navy 

Financial Responsibilities. The determination and assignment of finan
cial responsibility for various ~unctional areas, both at headquarters and field 
levels, continued as a major program. Assignments included financial respon
sibility for the training and instruction of military personnel; the maintenance, . 
repair and alter~tion of Public Quarters and Rental Housing; and transfer of 
functions. A Joint Utilization Policy for Tenant Units also was issued in con
junction with the Air Force. 

Expenditure Forecasting. A brochure on forecasting expenditures in 
procurement and research appropriations was developed for use within the 
Navy and in the Department of Defense. The techniques shown have improved 
the quality of expenditure forecasting in the Navy. 

Military Construction Projects. Greater emphasis is being directed 
toward the use of advance planning funds for final architectural and engineering 
plans for Military Construction projects. This enables the preparation of 
more accurate cost estimates for the project and a determination of problems 
of feasibility prior to the formulation of the program. 

Budgetary Procedur·es. The procedure for budgeting for administrative 
expenses under the appropriation "Shipbuilding and Conversion, Navy" was re
vised. Beginning with fiscal year 1958, administrative expenses for the Ship
building Program will be identified as a separate budget activity and budgeted 
on an annual rather than a percentage bas is. 

Numerous refinements and revisions of budgetary procedures and po~icy 
are pending. Some major items currently in process are as follows: 

(1) A complete revision of the structure of all Navy maintenance and op
eration appropriations is planned for this year. The intent of the revision is 

- 50 -



to provide a breakdown for the multiple Navy M&O appropriations similar to 
that or' the single. M&O appropriations .of the Army and Air Force, thereby pro
viding a basis for cross analysis and review • 

. (2.) A study of the problems inherent in the multiple-sponsored, Chief of 
Nayal Operations {CNO) ~anaged, Naval Stations has been completed and rec
ommendation~ for assignment to a single bureau or office have been submitted 
to CNO for approval. ·Implementation is anticipated in the near future. 

Progress Reporting. Emphasis was placed on progress reporting and 
making more usable data available to Navy top management. Guidance was 
provided to bureaus and offices to assist them in improving the performance 
of th~ progress reports and ·statistics function. Within the Offi?ce of the Comp
troller, a greater coordination of effort among the various divisions resulted 
in more effective analysis and improved budget formulation and execution. 

Continued efforts are being made to develop more effective techniques 
for making statistics and analyses relating performance to plan available to 
Navy top management. New material is being developed to provide guidance 
to bureaus and 'offices to assist them in the performance of the progress re
ports and statistics function. In the area of financial' analysis the emphasis 
on expenditure controls will result in the development of new techniques for 
·estimating expenditures by appropriation on a monthly phased basis. 

Modi.fled System of Fund Accounting. A modified system of fund account
ing in consonance with revised Navy funding policies was developed and in
stalled Navy·-wide 1 July 1957. Under the new system all funds are ad minis -
tered under allotments; granters are restricted to the issuance of one allot
ment· under a budget activity per allottee; allotments are is sued net of antici
pated reimbursements for work performed for other activities; accounting for 
reimbursements is performed at the allotment and appropriation levels; and 
commitment accounting is extended to all levels. The modified system com
plies with recent legislation. It also gives better fiscal inforination to manage
ment. 

Further refinement of the Navy accounting system is planned, in compli
ance with the provisions of Public Law 863, approved 1 August 1956. The next 
phase of the program concerns the establishment of accrual accounting. The 
books and accounts will record accrued expenditures {accounts payable) from 
reports of material re'ceived but not paid for,. labor earned but not paid, and 
material is sues from stock. Bureau accounts will be modified to record ac
counts payable reported by allottees. 

Construction Cost Accounting. Procedures were tested in fiscal year 
1956 for a complete system of accounting for costs of military construction. 
During 1957 the procedures, revised as indicated by the test experience, were 
installed in all Navy activities that perfor~ construction work. 
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Maintenance Cost Accounting. During fiscal year 1956 a chart of ac
counts was developed, in collaboration with the Department of Defense, for use 
in accounting fot costs of maintenance of field activities. The accounting proce
du;res for use of the uniform chart of accounts were placed in use in all field 

·activities. 

Plant Property Accounting. Instructions were developed for improving 
the accounting for equipment owned by the Navy, and procedures were placed 
in use in all activities. The procedures simplify the records maintained and 
provide for adequate reporting to management. Revised procedures for ac
counting for land and buildings owned and leased by the Navy will be adopted. 

General Field Accounting Procedures. Procedures were developed for 
use of a double-entry bookkeeping system in field activities, complete account
ing for all actions leading to expenditure of funds, and a reduction of the number 
of separate funds for which an activity is responsible. The program of double 
entry accounting will be extended to include accrual accounting and complete 
coverage of plant property and inventory. These are steps toward compliance 
with legal requirements for cost-based budgeti~g and an integrated accrual ac
counting system. 

Navy Industrial Fund. A joint Comptroller-Bureau of Ordnance Panel 
commenced work at the Naval Gun Factory, Washington, D. C., for the pur
poses of preparing a Standard Handbook for all Navy Industrial Fund activities 
under the management control of the Bureau of Ordnance and of rendering as
sistance to the Naval Gun Factory in the areas of financial procedures and in
tegration of cost accounting with production planning and control. 

BuShips Program. The Charleston Naval Shipyard', pilot yard for the 
standard cost program, commenced billing at standard cost for labor in pro
duction shops. The procedures for standard costing have been improved to a 
point where extension to other shipyards is feasibleo Under the sponsorship 
of a joint Comptroller-Bureau of Ships Panel the system for integrating labor 
cost distribution and production control reporting (the two-card timekeeping 
system) was installed in the pilot yard. A training program by the pilot yard 
provided instruction for all shipyards in this two-card timekeeping system, 
which is being installed in all other naval shipyards. Flexible budgeting in pro
duction shops was pilot-tested. The test showed that this method of budgeting 
can be invaluable for cost control because it provides an adjustment for the un
predictable factor of workload variation. Standard costing for material has 
been studied and a committee has made suggestions for further work in this 
area. 

It is expected that the standard cost program in naval shipyards will be 
pilot-tested in all phases this year. Extension of the program to all naval ship
yards will mark a major departure in accounting of the Federal Government. 

- 52 -



Disbursing Systems. The program to eliminate the use of multiple dis -
bursing symbols was continued with the result that most Navy disbursing offi
cers are now operating under a single Treasury checking account. 

Establishment of Continuous Internal Audits. Continuous internal audits 
have been established at 23 major naval activities, including. the bureaus and 
offices of the Navy Department and Headquarters, Marine Corps. Eight (8) 
ad~Htional continuous audits will be commenced which will bring the total to 31 
by 30 June 1958. The primary objectives of the continuous audit program are 
to provide more timely disclosures of weaknesses in the financial management 
practices of the Navy and to render special assistance to local commanders 
within- the framework of the internal audit responsibility assigned to the Comp
troller o! the Navy. 

Quality of Internal Audits. There has been improvement in the quality of 
the. internal audits conducted by the Navy Area Audit Offices. Improved report
ing has resulted from reviewing reports at the audit site and affording the com
manding officer an opportunity to read and comment on the report before with
drawal of the auditors. Changes in format have also contributed to improve
ment. 

Internal Audit Recommendations. A total of 2, 612 formal internal audit 
recommendations for improvement and corrective action resulted from audits 
performed during the course of the fiscal year, many of which resulted in im
portant changes. in the area of financial management. The following are exam
ples: 

(1) It was found that purchases of electronic material totaling approxi
mately $25, 000, 000 were being made without the use of tax exemption certifi
cates for Federal excise tax of 10 percent. This apparently occurred because 
the Navy Procurement Directives regarding tax exemption certificates were 
not entirely clear as to' the effect of changes included in the Internal Revenue 
Code of 1954. As a result of an audit recommendation, the Navy Procurement 
Directives were revised to include specific instructions regarding the use of 
tax exemption certificates. 

(2) During an audit of an air station, it was disclosed that thousands of 
riew electronic tubes were being destroyed each year due to lack of coordina
tion between the Aviation Supply Office, Electronic Supply Office, and the sta
tion. An appropriate audit recommendation resulted in effecti~g the necessary 
coordination. 

Work Performance in Contract Audit. For the year ended 30 June 1957, 
the total value of contract costs audited was $6, 576, 372, 000, exclusive of prog
ress payments. Reduction in procurement costs as a result of these audits 
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aggregated $147, 754, 773 as compared with an estimated audit cost of 
$4, 600, 000. The number of contracts under audit was as follows: 

Number of contracts under audit 
Fixed 

Cost-type price-type 

31 December 1956 9,947 1,066 

30 June 1957 10,607 1,041 

Total 

11, 013 
11, 648 

Procurement Aud it. Early in the current year, steps were taken to audit 
the area of procurement. Particular attention is being accorded those factors 
which may involve claims against contractors. This includes price redetermi
nation practices, refunds, and indebtedness of various kinds. It is planned to 
continue and extend the contract audit program to present cost analyses and 
render advisory assistance to Navy procurement activities. The revised proce
dure for the negotiation of fixed overhead rates under cost-type contracts on a 
retroactive basis pursuant to Section III, Part 7, of the Armed Services Pro
curement Regulation, is expected to require increased attention in the procure
ment area. 

Audit Program in Inventory Management. A comprehensive audit pro
gram has been developed for inventory control points (for example, the bureaus 
and offices ·of the Navy Department and the Supply Demand Control Points), 
where a very substantial portion of the Navy's appropriations is spent. 

Growth of Internal Audit Organization. Gr.owth of the internal audit or
ganization continued during fiscal year .1957. The. field audit staff increased 
from a total of 174 at the beginning of the year to a total 'of 233 on 30 June 1957. 
The number of internal audits performed increased from 153 in fiscal year 1956 
to 197 in fiscal year 1957. 

Department of the Air Force 

Comptroller Program. A comprehensive program has been published 
covering all systems development work of the Comptroller. The program es
tablishes a priority schedule for systems work, provides a basis for evaluat
ing and reporting progress, and serves as a medium of communication among 
interested Air Force offices. The program also outlines a new Comptroller 
Manual structure which will provide comprehensive, integrated coverage of 
Comptroller systems and procedures. The structure of the manual series 
corresponds to the alignment of functions within the Comptroller organization. 
In breaking down the series into individual manuals and parts of manuals, the 
aim has been to facilitate development of manageable portions of material on 
a scheduled basis, to assure that each part is logically related to all the others, 
and to provide maximum convenience for field users. 
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Functions and Responsibilities Manual. A manual entitled "Comptroller 
Functions and Responsibilities" has been developed and is scheduled for early 
publication. This manual, which is subdivided into parts by organizational ele
ment, will provide a description of Comptroller functions and responsibilities 
at all Air Force echelons including Headquarters USAF. The functions and re
sponsibilities in each part are mandatory for the echelons to which they pertain 
and are infoqnational for all other echelons. 

The objectives of the manual are: 

l. To publish in a s document all issuances which pres ribe 
Comptroller functions and respons s, including those of subordi-
nate Comptroller elements which perform budgeting, accounting and dis
bursing, statistical reporting~ analyzing and auditing o 

20 To provide examples of organization structures which rnay be 
used by field Comptrollers. 

3 To explain comptrollership to cornmanders and to other line and 
staff offidals whom the Comptroller serves. 

One of the most important parts of this r:nanual is that providing -a detailed 
statement of a merged accounting and disbursing function at base level. This is 
consistent with the action, noted in the previous progress report, whereby the 
Directorate of Accounting and the Directorate of Finance were combined at 
Headquarters USAF level and functions were realigned between Headquarters 
USAF and the Force Finance Center (now redesignated the Air Force Ac 
counting and Finance Center). 

e Ac ount Structure. On the bas is of 
the appr account structure r esearch Development appro-
priation, the Air Force is developing an expense account structure for this ap 
propriation. The portion of this structure covering Operation and Managen1ent 
was placed into effect in the Air Research and Development Command and the 
Air Proving Ground Command on l July 1957. The expense account structure 
for the remainder of the Research and Development appropriation is still under 
development .. 

. Testing of Ope rating Budget Procedures. During the period, the Air 
Force continued testing operating budget procedures at the Air Proving Ground 
Command. The procedures provide for operating budget forecasts for expenses, 
inventories, equipn1ent in-use, real property 3 undelivered orders, and reim
burseme'nts. The Air Proving Ground Co1nmand made a test submission to 
Headquarters USAF of its operating budget in substantiation of its Fiscal Year 
1957 Financial plan. The submission was extensively analyzed in Headquarters 
USAF to determine the capabilities of the command to substantiate resource 
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requirements under operating budget procedures. To facilitate and encourage 
further testing and development of the system, the Air Proving Ground Com
mand was authorized to submit its Fiscal Year 1958 financial plans and Fiscal 
Ye~r 1959 budget estimates under operating budget procedures, supplemented 
by certain forms and data which are a normal part of the regular financial 
plans and budget estimates. 

Accounting for Obligations. In consonance with the provisions of Sec
tion 1311, Public Law 663, 83 rd Congress, and Department of Defense Direc
tive 7220. 6, an Air Force Regulation was published covering "Prerequisites· 
for Recording Obligations and Certifying Related Reports." The purpose of 
this regulation is to improve the administration of appropriated funds within 

·the Air Force by establishing more definite prerequisites for recording obliga
tions and by prescribing more specific instructions for the certification of re
ports on the status of funds. 

Air Force Stock Fund. The Comptroller Manual for the Air Force Stock 
Fund (Air Force Manual 170-10) was published, and became effective July 1, 
1957. This manual provides uniform procedures for Comptroller functions ap
plicable to all divisions of the Air Force Stock Fund except the Aviation Fuels 
Division and the Air Force Academy Division. The procedures are mandatory 
for all .Air Force installations and activities having stock fund responsibilities 
in the Clothing, Commissary, General Supplies, and Medical-Dental Divisions. 
The Air Force Accounting and Finance Center, Denver, Colorado, has been 
designated as the Air Force Stock Fund Accounting Office, with an individual 
Home Accounting Office for each stock fund division reporting to it. 

Extension of Stock Fund Operatio:i;is. On the 'bas is of assignments of 
Single Manager responsibilities to the military departments by the Secretary 
of Defense, the Air Force placed into effect on 1 July 1957 revised procedures 
for base level operations of the Clot_hing, Commissary, and Medical-Dental 
divisions of the Air Force Stock Fund. Pursuant to the Single Manager direc
tives, the management and operation of the retail outlets of these divisions will 
be at base level for all authorized local procurement and for those items au
thorized for procurement from Single Managers. A pilot operation covering 
the extension of the General Supplies Division of the Air Force Stock Fund to 
base level was inaugurated 1 July 1957 at the Air Proving Ground Command. 
This pilot operation will afford an opportunity to perfect procedures for the ex
tension of the General Supplies Division to Air Force Bas es generally. 

Industrial Funding and Single Manager Assignment for Airlift Services .. 
The Air Force has developed Terms of Reference to implement the Department 
of Defense directive on single manager assignment for airlift services. These 
Terms of Reference are awaiting formal approval by the Office of the Secretary 
of Defense. Pending this approval, action is being taken to develop such por
tions of the system and procedures required for an industrial fund operation as 

the ms elves to development action at this time. 

- 56 -



Mechanized Accounting. Mechanization of accounting functions at base 
level continued according to program. At the end of the reporting period, 142 
bases had machine accounting equipment., Major applications of the equipment 
w~re in the areas of supply and inventory accounting, equipment authorizations, 
maintenance man-hour accounting, and personnel accounting .. Mechanization 
in the supply area has yielded substantial benefits including: 

1. Increases in line items posted. 

2. Decreases in average daily backlogs and warehouse refusals. 

3. Decreases in space occupied. 

·4. Decreases in overtime • 

. 5. Evaluation and reduction of 'overtime. 

6. Reduction of transaction processing time. 

Programming. The Air Force has placed considerable emphasis on im
prov~ng the. programming process and shortening the programming cycle •. A 
-major accomplishment in this area has been the development of mathematical 
techniques permitting the application of large scale computers to the prepara
tion of programming data. Procedures have been developed for mechanizing 
the preparation of program documents covering projected aircraft inventories 
and flying hour programs. Plans are being prepared to extend these scientific 
techniques to the computation of requirements for related materiel. These 
techniques are also being used in developing wartime requirements for selected 
materiel items. 

United States Air Forces in Europe. During October 1956, the United 
States Air Forces in Europe (USAFE) organized financial management teams 
with the participation of staff members of the European Branch, General Ac
counting Office. The basic objective of these project teams was to .analyze 
existing accounting and logistical systems and to recommend areas of improve
ment. 

One of these studies was completed in May 1957. It recognized the diffi
culties encountered by supply management in utilizing the Inventory Accounting 
(Monetary) reports. generated by this segment of the Air Force accounting sys
tem and included_ several major recommendations for m·ore practical operating 
financial reports in the area of supply management. 

Another joint project team has been reviewing existing accounting and dis ... 
bursing procedures in several USAFE air bases with the ultimate objective of 
recommending ways and means of integrating these two functions of the Comp
troller pursuant to instructions provided in Air Force Regulation 170-10,. 

March 26, 1957. 
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An evaluation of summary posting procedures, or the inventory method 
of accounting {bookless bookkeeping), was made by a joint project team which 
developed detail operating procedures and service-tested them. Refinements 
were made as a result of the test and the final procedures published as a USAFE 
co~mand directive with mandatory implementation in its air bases effective No
vember 1, 1957. 

In March 1957 another joint project team completed a comprehensive 
analysis of the problems caused and man-hours consumed by the uniform appli
cation of supply procedures to all items in the Unit Authorization List (UAL) 
system regardless of their dollar values. It was determined that the same 
management attention and records were required to approve the authorization 
of, or to account for the loss of, 15-cent screw drivers or 10-cent knives and 
forks, as would properly be expected for a $37, 000 fire truck. This joint ef
fort resulted in a major improvement in the over-all Air Force supply and ac
counting p0licies. Within the Air Materiel Command logistical system, all 
items with unit values of less than $10- -low value classification- -are now ex
cluded from UAL procedures and all such items formerly treated as as~sets in 
the accounting records are now charged off as expenses as in commercial prac
tice. The paper work eliminated and the man-hours made available for more 
important tasks by this new policy are most significant. 

Plans for the Future 

In developing its plans for the future, within the broad scope of the Comp
troller Systems Program, the Air Force is laying the groundwork for improve
ment in many areas of financial management. 

Functions and ·Management. In addition to the action already taken in the 
development of a manual of Comptroiler Functions and Responsibilities, which 
is scheduled for early publication, other important actions 'in this area are un
der way. These include the development of an improved educational and train
ing program in the Comptroller areas and the development of manning criteria 
for Comptroller functions to be used in the employment, selection, and assign
ment of military and civilian personnel. These latter actions are currently 
scheduled to become effective progressively during the next calendar year. 

Account Structure. One of the most important objectives of the Air Force 
Financial Management System is the development of a single integrated account 
classification system. The most important portion of the over-all system cur
rently scheduled to become effective on 1 July 1958 includes the development of 
a complete and integrated general ledger chart of accounts, and the development 
of operating expense accounts including sub-classifications thereunder covering 
working programs and activities, all of whiCh will be directly related ultimately 
to the appropriation structure. Present plans contemplate the development 
during fiscal year 1958 of materiel.account codes which will be correlated to the 
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appropriation structure and the Federal Supply Classification. This codifica
tion will result in simplification and improved information for management use. 
In addition, during the same period, action will be taken to develop codes which 
will identify all transactions affecting the materiel assets of the Air Force in. 
harmony with account codes. Further, it is contemplated that all other codes 
required for an integrated system will be developed and implemented progres
sively, and completely by l July 1959. 

Appropriation and Fund System. This entire area, which constitutes one 
of the essential elements of the over-all financial management system, is being 
actively developed to conform to the policies and principles enunciated in Air 
Force Regulation 170-6 arid will become effective on l July 1958_. This includes 
the revision, reorganization, and development, as appropriate, of all facets of 
budget formulation and review at the respective levels of command, and the pub
lication of the resulting procedures and instructions in manual form designed 
for the convenience of the user. The same manual series, will include instruc
tions for the more effective administration of Air Force appropriations and 
funds. This area also provides for the development and publication of a manual 
for a·ccounting and disbursing procedures and instructions for use at base level, 
major and intermediate command level, and Headquarters USAF level. This 
manual will prescribe a single integrated system of accounting and reporting on 
funds administered by the Air Force. One of the main objectives of the revi
sion of the current system will be to as sure that appropriation accounts provide 
without duplication the data required for the operation of other General Ledger 
Accounts. Also included in this general area are the revision and reorganiza
tion as necessary of technical procedures, methods, and formats for the acqui.;.. 
sitfon, custody, disposition, reporting, and fiduciary responsibilities of the 
Air Force for the disbursement and collection of funds at all echelons of opera· 
tiol\s. Concurrently, the related mechanized accounting systems are being 
modified. 

Integrated Accounting for Central Procurement. As a corollary action, 
the Air Materiel Command established a pilot installation at the Newark Air 
Proucurement District Office in September 1957. The purpose is to test a sys
tem to provide more current and accurate information for use in procurernent 
contract management. The system being tested provides for an integrated ac
counting and disbursing activity at one locati,on; for improved expenditure 
controls; for the development of data which will facilitate more effective pro
curement, program, and budget administration; and for the establishment of 
dollar data and controls for inventories on order, in transit, and held by con
tractors. 

Operating Budget System. Present plans provide for the installation of 
the: complete operating budget system by l July 1960. This includes the devel
opment of procedures and requirements at base level, major and intermediate 
command level, and Headquarters USAF level governing the establishment, 
maintenance, reporting 11 and utilization of ope rating expense data in connection 
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with operating budgets and operating budget forecasts, including reimburse
ments and related fund forecasts, and the correlation between operating ex
pense forecasts and obligations. 

Also scheduled as part of this over-all program is the development of 
procedures and requirements governing the establishment, maintenance, re
porting and utilization of capital asset budgets. 

Procedures and methods will be developed for narrative justification ma
terial required in connection with the operating expense budget and the capital 
budget authorization and execution including forecasts, analysis of results of 
ope rations, and the related apportionment, allocation, and allotment proce
dures and data required. Mechanization procedures in support of the foregoing 
are scheduled for development concurrentlyo 

To make maximum use of operating expense data, it is planned to develop 
essential factors and standards (financial and nonfinancial). Compan.ion action 
includes plans to broaden the coverage of peacetime and wartime planning fac
tors. An allied program includes the development of procedures for analyses 
which relate expense and cost data to cost and performance standards to 
measure effectiveness of actual operations. 

Inventories and Fixed Assets. In order to provide an essential support
ing element of the operating expense and the capital asset budget systems, cur
rent plans provide for the implementation on 1 July 1959 of a materiel account
ing system at base level with supporting accounting and reporting requirements 
to the major and intermediate commands, the Air Force Accounting and Finance 
Center, and Headquarters USAF. In e$sence the system will provide documen
tation and procedures fo.r use in recording materiel (1) in inventory, (2) in 
process, (3) in transit, (4) equipment-in-use, (5) held by stock funds, and (6) 
Government-furnished materiel. A companion action will b'e to develop a some -
what similar type of system for real property accounting and reporting at all 
echelons of command. Coupled with the foregoing will be the development and 
revision of mechanized accounting and audit procedures. · 

Materiel Transactions. Another area for development and progressive 
implementation during the next several years is materiel transactions. This 
includes the integration of existing systems and the revision, expansion, and 
development of procedures covering two basic activities. The first activity 
consists of the accounting and disbursing procedures for processing and record
ing of· transactions for the procurement and production of materiel, transporta
tion of things, and other contractural services. The second activity relates to 
·materiel transactions and associated recording and reporting for all receipts 
and issues of mat~riel. Thj.s. will include all materiel under Air Force jurisdic- · 
tion regardless of ownership ~r source of procurement •. 
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i;:>ersonnel and Travel Transactions. During the next several years it' is 
contemplated that action will be taken in connection with the revision of ac- , 
counting and disbursing procedures applicable to military pay and all.owances 
(including regular and reserve personnel). One part of this program will in
clude the design of an accrual military pay system. Another part involves the 
revision of the accounting and disbursing procedures for pay and allowances of 
civilian personnel. Similar action is also scheduled in connection with travel 
expenses of military and civilian personnel. 

Industrial Fund an.d Cost-type Operations. During the remainder of fis
cal year 1958 special e.mphasis will be placed upon developing principles, poli
cies and procedures for operation of the Military Air Transport Service Indus
trial Fund. At a later date uniform principles and policies for all Air Force 
Industrial Fund C

1

ost-type Operations will be promulgated. Pr.edic~ted thereon, 
procedures and instructions wil~ be prepar.ed for all Air Force industrially 
funded operations and for the establishment and maintenance of cost accounting 
systems. This will include revised or mpdified mechanized accounting and au-

. dit procedures.· 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

Financial Management Improvement Plans 

In compliance with Public Law 863, 84th Congress, a departmental com
mittee on Improvement of Financial Management has been formed to bring 
about necessary improvements. · · · 

Synchronization of accounting. classifications, budget activities, and or
ganizational units. A thorough review hq.s been made of the probfems in this 

·field, areas which require changes identified, and needed changes made or 
planned. In the Office ·of Vocational Rehabilitation a new Division of Re
search Grants and Demonst+ations has been established and another division 
abolished to effect the required synchronization. Changes in the budget activ
ities of Saint Elizabeths Hospital and Public Health Service are being proposed 
to the Bureau of the Budget. 

Simplification of allotment structure. Each operating agency's allot
ment structure has been measured against the department 1s "Allotment Cri· 
teria" which sets standards for a desirable allotment structure. As a re
sult, the number of allotments has been reduced in Saint Elizabeths Hospital, 
Office· of Vocational Rehabilitation, Food and Drug Administration, Office of 
the Secretary, Office of Education, and the Bureau of Public Assistance. 

Integration of adequate property accountability and fiscal records. Each 
agency's property accounting procedures were compared with the Department 1s 
"Property Accounting Criteria" which require accounting control over all· 
classes of property. Improvements were made in the .Bureau of Old-Age 
and Survivors Insurance, Office of Education, and the office of the Secretary. 

Accounting on an accrual basis. In order ·to provide a meaningful ap
proach to the development of accrual accounting, the Department's appro
priations and funds we re classified into the following six groups, each pos
sessing particular characteristics: 

(1) Salaries and Expenses 

(2) Grants (all types) 

(3) Construction 

(4) Program Operations 

(5) Revolving Funds 

( 6) Mixed Appropriations 
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Differences between obligations and accrued expenditures chargeable to 
Salaries and Expenses appropriations are relatively small and are primarily 

·in objects 06, 07, 08, and 09. Consequently, for operations financed by such 
appropriations, accruals will be recorded at year-end through an analysis of 
oµtsfanding obligations. Under grants appropriations, obligations are consid
ered to be synonymous with costs. Construction funds for the most part are 
transferred to and accounted for by other Federal agencies. The accounting 
performed by such agencies is on an accrual basis, and action has been taken 
·to have the funds expended directly by this Department also accounted for on 
an accrual basis. The application of accrual accounting in Program Opera
tions, primarily operation of hospitals, is being studied and pending comple
tion of this study, accruals will be made at year-end in the same manner as 
for operations financed by Salaries and Expenses appropriations. At Saint 
Elizabeths Hospital ace ruals are now being made at the end of each month. 
All revolving funds of the department are on a full accrual basis of account
ing, and in mixed appropriations (grants and administrative expenses com
bined) the component parts will be treated as outlined above. 

Development of cost-based budgets. On the basis that applied costs 
are, for the most part, synonymous with accrued expenditures in the activi
ties of this Department, it is planned that cost-based budgets will be submit
ted for fiscal year 1960 under all appropriations. 

Office of the Secretary 

Development of Manuals. Further progress was made in the develop
ment of several manuals for department-wide use. A Department Travel 
Manual has been substantially issued. Parts of the Voucher Audit Manual 
have been developed in draft form. An initial chapter of the Administrative 
Accounting Manual has been issued, and the '_!'ime and Leave Accounts Man
ual is nearing completion. A revision of the Pay Roll Manual is in process 
and is expected to be issued shortly. All of these manuals will further im
prove department procedures. 

Financial Management Survey of the Food and Drug Administration. A 
survey team from the Office of Financial Management initiated a survey of 
the over -all £inane ial management activities of the Food and Drug Ad minis -
tration. The report of the survey, in addition to making recommendations 
on the. agency's fiscal activities, will include an evaluation as to whether 
consolidation of the fiscal functions of this agency should be made with those 
of the HEW Regional Offices, or whether it would be more efficient for the dis -
trict offices of Food and Drug Administration to perform such functions. 



Public Health Service 

Working Cal?ital Fund Accounting. The accounting structure of this fund 
prior to fiscal year 1957 did not lend itself readily to the production of the pe
riodic budget and accounting reports required by the Bureau of the Budget and 
the Treasury Department. During the past fiscal year the accounts were re
viewed and revised in order to produce the reporting information more expedi-

tiously. 

Management Appraisal of the Bureau of Medical Services. : A compre
heris ive management appraisal of the Bureau of Medical Services, Public 
Health Service, is being made, including a comprehensive review of the or
ganization and management operations against accepted criteria of sound or
ganization, managemenf, and stated program goals. Emphasis is being 
placed on basic organization and functions but many of the more ·important 
functions are being reviewed. The appraisal will stress management con
siderations rather than professional program content. Problems of a medi
cal program nature that are identified will be referred to the appropriate 
professional staff members. 

Internal Audit. Funds have been obtained for .fiscal year 1958 to pro
vide more adequate staffing for the performance of internal audit in the Pub
lic Health Service. The internal audit organization has now been placed on 
the branch l~vel and is directly responsible to the Chief Finance Officer .. 
This change is expected to resul~ in a more effective internal audit program. 

Bureau of Olc;l-Age and Survivors Insurance 

Combining Benefits Payable to a Hus1band and Wife Into One Check. The 
Bureau will extend during fiscal year 1958 the procedures for combining bene
fit payments to husbands and wives into one check. Original procedures, ini
tiated September 14, 1956, applied only 'to new awards, reinstatements, and 
recertifications processed after that date. The extension will apply to those 
husband and wife beneficiaries on the benefit rolls prior to September 14, 
1956, and is based on the Bureau1 s favorable experience with combined check 
procedures. Protests were involved in only 2. 5 percent of the more than 
650, 000 cases in which combined checks have been issued. Separate checks 
are prepared where a protest is made by either husband or wife. 

As of June 30, 1957, there were approximately 1, 700, 000 persons re
ceiving benefits as the husband or wife of an old-age beneficiary. The com
bining operation will eliminate the annual preparation of over 20, 000, 000 
benefit checks and will result in recurring annual savings to the Old-Age and 
Survivors Insurance Fund of over $1, 000, 000. 

Quarterly Updating and Posting of Earnings Accounts. Procedures 
have been developed for a plan to modify existing operations to provide for a 
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quarterly ·collating, updating, and posting operation on electronic equipment. 
This i~ in contrast with the present operation of annually updating and posting 
the Social Security earnings records. File reference tape ~ecords will be 
prepared during the quarterly posting process for use in a file reference op
eration._ These tapes will contain all pertinent information for each account, 
in ~ondensed form, and will be used for file .reference purpose~ in lieq of the 
ma;nU,al references presently made to the wage record files. 1\l~o~ under the 
q\lart~~ly posting procequre inco+rectly reported wag~s ident~fi~d i.n internal 
rei,n~tat,i~g operatio.n$ will be converted to electronic tape each qu.Cl.rter. These 
tap.es will.be used to detect repetitive error items reported 'by employers for 
four and pos.sibly more quarters. This method of detecting :repetitive error 
items should result in substantial savings in the cost of proces·sing repetitive 
errors. It is estimated that an over-all annual savings of approximately 
_$500,:0-0.Q- will res\l.lt fro.m the various economies ensui:n.s fr9m ·q.ua:rterly up..
dating· and posting. The new prf?cedures will. be plac~d in eff~ct during the 
first part of fiscal year 1958. 

Film Pri.ntel.", ]):µ.ring fiscal year 1958, the Bureau pt~n$ to negoUate 
a contr~cff'o-r a machine which wiil prepare a microfilm. eopy of information 
recorded on magnetic tape without first printing a paper copy. The planned 
Uf;.e· 0:£. the machin-e is for the preparation of quarterly earning lists, One . 
machine would be able to do in one 8-hour day the work now being performed 
in SO hours by the IBM high-speed printers and result in an estimated annual 
saving of approximately $200, 000. However, it is estimated that a period of 

. twelve months will- be required to produce the machine~ Therefore, the sav
i~g,s will not b.e realized until the 1959 fiscal yep.r. 

Miscellaneous Pro'Cedural Improvements. There were miscellaneous 
procedural improvements during the year in connection with the maintenance 
of wag.e records which resulted in savings of approximately $50, 000 annually. 
These improvements includ.ed such items as: (1) arrangements made with 
four employers to report all or a portion of their payroll on magnetic tape 
instead of listing .the information on a form, which eliminates the need for 
manual punching of cards for these reports and simplifies the balancing of 
employe·r reports;, (2) development of form letters and check-box forms to 
he used in lieu 0£ dictated letters in. replying to individuals. and organizations 
who request e-a.rnings data and other wage record information frotn:the Bureau; 
and (3} mkrof.ilm.ing: eroJ:;l-lo.yer reports immediately. after E;mployee report 
cards. have been punched rather than after the employer reports have cleared 
through. all~ 0£ the processing operations, which eliminates the need to again 
verify the completeness of a block of reports. 

Acc.ounting for Supplies and Materials. The Bureau has instituted an 
improved sys.tern of accounting for supplies and materials by the preparation 
of quarterly reports on acquisitions, issues, and inventories by punch-c·ard 
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equipment. These records and reports include the six area offices and are 
integrated with the general ledger property control accounts. This system, 
which was placed into effect July 1, 1957 11 will facilitate the preparation of 
cost-type budgets. 

Office of Vocational Rehabilitation 

Recommendations. to establish subsidiary memorandum accounts for 
each individual research grant and demonstration grant aw.arded under Sec
tion 4{a) (1) of Public Law 565 are being studied to improve the fiscal control 
of grants by providing flexible, useful records to meet the growing require -
ments of the program.· Large charts are being maintained by the Division of 
Administration listing grants by activity and sponsor together with appropri
ate fiscal data for prior and current years.. With the rapid expansion of this 
activity a conversion to machine tabulation is in order. 
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DEPARTMENT OF THE INTERIOR 

ACCOUNTING 

Bonneville Power Administration 

The change in the system of "activity accou{its" used by the Bonneville 
Power Administration has been completed. This consisted of a changeover 
from the use of the Federal Power Commission's Uniform System of Accounts 
for Electric Utilities to a system which relates costs to production units of 
work and provides a systematic method of converting activity accounts into 
FPC classifications for financial report purposes. Following this major revi
sion of the accounting system.developmental work was started on the Account
ing Manual. The first and largest section of this manual has been published 
in draft form and has been distributed for comment and improvements. A 
target date of January 1, 1958, has been established for final publication and 
submission for approval to the Comptroller General. 

Government of the Virgin Islands 

A review has been made by the Department of the entire accounting sys
tem which was developed, approved, and partially installed in 1955. The re
view disclosed.that some progress had been made in the field of financial 
recordkeeping, such as accounting for cash receipts and proper maintenc;tnce 
of cash disbursement records. 

Improvement was also noted in the maintenance of bank accounts, includ
ing appropriate monthly reconciliations. Budgetary accounts have been in
stalled and appropriate internal controls have been established to prevent over
obligation of funds. 

Effective July 1, 1958, it is planned to begin the inventory of personal 
and fixed property. This will be followed with the establishment of general 
ledger control accounts for these assets, and for accounts receivable and ac
crued leave, supported by subsidiary records. This should then permit the 
Government to realize the benefits resulting from commercial type accounting. 

National Park Service 

The major objective of the program for improvement of financial manage
ment in the National Park Service was accomplished when installation of the 
new accounting system and financial reporting procedures in all o~ the Field 
Finance Offices was completed on December 31, 1956. It is planned to have all 
inventories and property under financial control in the General Ledger by De
cen~ber 31, 1957. 

The Service is in the process of preparing a new accounting manual which 
should·be ready for submission to the Comptroller General, for approval of the 
system; by December 31, 1957. . 

A result of the installation of the new system was the reduction of Field 
Finance offices from 2 8 to 24. 



Trust Territory of the Pacific Islands 

A review was made by the Department of the entire accounting system 
at headquarters in Guam, including apportionment of appropriations, finan
cial reporting, fiscal practices and procedures and supply operations. The 
review was related to the planned program for improvement of financial man
agement as submitted under Bureau of the Budget Bulletin No. 57-5, and indi
cated that the accounting system as approved in 1952 was basically operating 
as prescribed. This system provides for accrual accounting. 

A major improvement was made in the allotment of funds by reducing 
allotments to the five districts from about 500 to about 8, and decentralizing 
the responsibility for the control of funds to the District Administrators. A 
single allotment is made for headquarters office operation. 

In June 1957 a time schedule of 6 to 9 months was approved by the High 
Commissioner for the establishment of property accountability for inventories 
including procedures for costing to activity or projects. This program is now 
well under way. 

United States Fish and Wildlife Service 

Procedures were adopted for recording all obligations as incurred in the 
formal accounting records of the regional offices. This permits the elimina
tion of detailed accounting records at field stations which heretofore were the 
basic source of data on obligations. This data may now be taken directly from 
the regional records and it is no longer necessary for field stations to prepare 
feeder reports for consolidation into regional monthly accounting statements. 
Elimination of accounting work at the field station level has been of significant 
benefit to program operations· and has facilitated and improved over-all finan
cial management. 

Monthly regional allotment account reporting prpcedures have been im
proved to provide for c01nbination of two reports into one to show the relation
ship between obligations and apportionments. The new procedures expedite 
and facilitate report preparation and permit regional offices to keep their books 
open to the end of the month which results in more accurate, meaningful and 
current financial data. 

Procedures have been adopted whereby anticipated reimbursements un
der 31 U.S. C. 686 are accounted for as receivables, apportioned and allotted·, 
thereby making them available for obligation prior to the actual receipt and 
deposit of collections. These new methods provide a better control over reim
bursements and facilitate financing of operations by making it unnecessary to 
tie-up appropriated funds in obligations for reimbursable items. 

A joint General Accounting Office--Department of the Interior--Fish and 
Wildlife Service accounting ·survey team has been reactivated so that a new ac
counting system, to meet the objectives of Bureau of the Budget Bulletin 
No. 57-5, may be installed by July 1, 1958, or soon thereafter. 
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REPORTING 

Bureau of Mines 

As a result of a survey of the accounting system of the Bureau, modifica
tions in the financial reporting procedures were planned during fiscal year 
1957 and are to be instituted in fiscal year 1958. The objectives of the modi
fications are to greatly reduce the number of financial reports which are re
quired in the Washington Office and to provide meaningful expenditure and 
fiscal information for all levels of management. 

Bbnn,eville Power, Southeastern, and Southwestern 
·Power Admmistrations and Bureau of Reclamation 

To obtain consistent reporting of progress and statistical data on power 
operations, steps have been .taken by the Department to modify the reports 
from the four power agendes of the Depa·rtment. These reports, on a quar
terly basis, will contain pertinent progress information and operating data 
for use by the Secretariat, other constituent agencies of the Department, and 
other outside offices that. have an interest in the programs and operations of 
the power agencies. A target date of July 1, 1959, has been established. 

·Each agency will continue to prepare such annual progress and statistical 
reports as are required with consideration for maximum coordination with 
these· quarterly progress reports. · 

ELECTRONIC DATA PROCESSING 

Bonneville Power Administration 

During fiscal year 1957 the Bonneville Power Administration increased 
the application of its IBM 650 Electronic Data Processing Computer to various, 
financial functions. By the end of the fiscal year the Electronic Data Process
ing Computer was used for the following accounting and other financial opera
tions: 

1. Payroll 
2. Special distributions on labor costs 
3. Stores expense distribution 
4. Activity and construction overhead distribution 
5. C amputation of interest during construction 
6. Equipment use pricing and distribution 
7. Material pricing and inventory 
8 .· Employee leave study and reporting 
9. Maintenance work units and performance analysis 

10. Miscellaneous operations (a) quarterly payroll reports, (b) monthly 
completed construction work order cost report, (c) monthly liquida
tion of obligations, ( d) monthly organizational budget and cost re
ports, and (e) budget item cost xeport. 

To speed up the operations and possibly save compµter time allowing for 
other applications to financial functions, the Administration is continually 
studying and has been improving the programing and related procedures. 
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Geological Survey 

The centralized payroll and leave accounting system of the Geological 
Survey was implemented during the fiscal year 1957 through the acquisition in 
November 1956 of a medium size electronic data processing machine,, a 
Datatron-C ardatron system, using IBM input and output equipment. Payroll 
and leave accountfag was selected as the first large scale business type ap
plication to be programed because it afforded potentially the greatest oppor
tunity for manpower savings. The accounting for payroll, leave, and retire
ment as well as cost distribution accounting and personnel reporting is fully 
integrated in a unified computer program. Further applications in other phases 
of accounting, financial reporting, budgeting, and related activities are in the 
planning stage. 

INTERNAL AUDIT 

Bureau of Indian Affairs 

In July 1956, an organizational change by the Bureau of Indian Affairs made 
the internal audit group a part of the Deputy Commissioner rs Office with the 
Chief Auditor reporting directly to the Deputy Commissioner instead of the 
Assistant Commissioner for Administration. Also, the scope of the program 
was broadened t6 include a periodic review of all operations by the internal au
ditors. 

Bureau of Reclamation 

Further progress was made during the past year towards the establishment 
of the internal audit function as an effective tool for improved management 
practices of the Bureau of Reclamation. This progress was largely realized 
through a revised approach which emphasized complete audit coverage of all 
accounting entities for which records are maintained in centralized offices, and 
further shortening of elapsed time from date of completion of field audit activity 
until rendition of the audit reports. Both of these factors contributed to a sharp 
increase in the number of internal audit reports released to the Commissioner 
of the Bureau of Reclamation for use by management. 

National Park Service 

During fiscal year 1957 the internal audit activities of the National Park 
Service reached full scale operations under a revised program enlarged in 
scope to. include the review of q.ll NPS activities. The revised program places 
emphasis on the review of internal controls in determining the effectiveness of 
financial and other operations. The audit program integrates the review of 
governmental and commercial activities, such as concessioners 1 operations. 
Internal audit reports are submitted to the Director of the National Park 
Service. 
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DEPARTMENT OF JUSTICE 

Legal Activities and General Administration 

The.forms. control program has eliminated an additional 53 forms since 
th¢ last report. 

Budget formulation proce.dures have been mechanized and schedules on 
detail .of personal services are now produced mechanically. 

A study is currently under way seeking the elimination of all non
e.s sential reports. 

Federal Bureau of Investigation· 

New electronic equipment has been purchased for use in connection with 
ele.ctric tabulatin$ ~quipme:Qt n,ow in use which will practically eliminate the 

· use of conventional punched cct.rds for storing accounting data through the use 
of magnetic tape. This will permit the work to. be streamlined and after it has 
been completely installed and functioning, will result in annual savings of ap
pro~imately $40, 000, Work on this accounting improvement is still in p~ocess. 

Immigrati'~n and· Naturalization Service 

Major areas of improvement in accounting for the current period have 
?ee·n: (1) The revision and simplification of various. sections of the account
il.lg manual, and (2..) The decentralization to the operating accounts of the 
Service, t~e preparation of the certifications and formats required by Gen
eral Regulations No. 12.7, revised, which implementec::i Section 1311, P. L. 661. 

Bureau of Prisons 

Improvement in bu:;iness and fiscal procedures included: (1) elimina
tion of all fund and cost accounting at five prison camps and consolidating 
their accounts with nearby larger institutions; (Z) cost accounting for two in
~titutions (Danbury, Conn. and New York) transferred to Lewisburg, Penna. 
penitentiary; (3) budgeting of salary requirements improved by continuously 
projecting in each institution needs on an annual basis instead of quarterly; 
(4) accounts for "special repairs and improvements" eliminated and included 
in construction accounts; (5) consolidation of personnel and procurement pro
cedures for smaller institutions with larger institutions initiated; ( 6) com
pleted checking of all real property asset accounts; and (7) comprehensive 
field audits improved by eliminating some features as a result of requiring 
certain internal audit procedures performed at the institutional level. 
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POST OFFICE DEPARTMENT 

S-q.mmary 

Fiscal 1957 marked a new phase in postal financial management. Since 
1953 emphasis has been on the reorganization, development, and installation 
of modern accounting t~chniques and procedures. Today, providing adequate 
data for making management decisions. is the important part of the Post Of
fice Department's controllership programo While considerable savings have 
been realized from centralizing mechanized clerical functions, increased 
benefits are being realized in improved financial control. 

Important strides were made in fiscal 1957 in (1) developing uniform 
operating and cost reports for 15 regional offices; (2)· improving budgetary 
techniques; (3) drafting codified manuals and procedural handbooks; (4) de
veloping a personnel statistics program; (5) reducing the number of forms 
and improving paperwork management; (6) completing the decentralization 
of "line" functions to field units; (7) improving accounting .control and data 
processing methods; and (8) extending statistical sampling techniques. 

The program initiated last year to extend the controllership program to 
the 260 largest post offices by having the chief accountant perform a true con
trollership function and become an integral and effective part of the local man
agement team was further strengthened. A handbook is being developed which 
will outline the organization and responsibilities in the chief accountants of
fice. 

In conformity with Public Law 863, and in response to the Bureau of the 
Budget's Bulletin No. 57-5, the Department formally presented its current 
plans for completing the modern industrial-type controllership program i:r;i
augurated in 1953. Many of the financial management improvement objectives 
of Public Law 863 have already been fulfilled or are near completion. 

Refinement and Use of Financial Operating Reports 

Considerable strides were made in internal reporting toward the objec
tive of furnishing promptly the type of information, reports, interpretation, 
and analysis needed for decision-making by management at the various levels 
of operation. Operating statements developed last year for measuring effi
ciency within 1, 000 of the largest post offices were improved in content and . 
timeliness during 1957. These reports provide a resume of the results of the 
post office 1 s operations for the accounting period, and a comparison with the 
annual financial plan. Units of work based on number of pieces of mail worked, 
weighted to reflect variances in time required to process different types of 
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mail are used to provide a comparison between workload and manhours used. 
The financial reports are furnished by the regional controller promptly after 
the close of each 4-week accounting period. This pioneering program pro
vides operating statements for all post offices with annual receipts over 
$200, 000, which generate 82 percent of postal revenues and account for 79 
percent of clerical and carrier expenditures. 

Regional financial statements covering all regional operations have been 
streamlined and standardized. These reports show relative efficiency at post 
offices of comparable size and have been valuable in isolating offices which 
are in greatest need of improvement in equipment, working conditions, super
vision, and other controllable elements of operations. Workload measure
ment techniques, and the 13 -period year, have served to 'improve the accuracy 
of the data reported. 

At those offices ranking low in reported efficiency, special surveys are 
undertaken to determine the causes and recommend necessary corrective ac
tion. Cost' studies are being made in connection with the installation of mech
anized equipment at post offices and mechanization of city delivery routes .to 
determine the costs before and after mechanization and the resultant savings 
to the Department. 

Paperwork Management 

The total number of forms used in the postal establishment continued to 
decline as a result of the management improvement program. There are now 
3, 892 official forms in use at all levels. The Department is moving toward 
its ultimate objective of eliminating all local unauthorized forms used at post 
offices. As a first step, 26 official post office forms were developed and 
tested. These 26 forms, coupled with the expanded use of 119 existing official 
forms, will replace some 8, 000 local forms now used by the 77 largest post 
offices in mail handling, personnel, and financial functions. A similar study 
is being mad~ of approximately 1, 500 local forms used in regional office op
erations. A project has been instituted to analyze forms from a functional 
basis to improve and consolidate existing forms. For example, as ·a result 
of a functional study of real estate forms, 22 existing forms were replaced by 
eleven new official forms. 

A forms catalog, containing facsimiles of post office and general-use 
(standard) form~ ·was. completed. This catalog furnishes usage data, instruc
tional referep.ces, and information on requisitioning and unit of is sue. Re
gional and headquarters forms catalogs are being drafted and will be pub
lished during the next fiscal year. 

Records Management 

Substantial progress was made in the records management progran:i. 
Personnel concerned were familiarized with the benefits available from the 
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continuous systematic application of an efficient records management program. 
Selected employees attended GSA sponsored Records Management Clinics and 
Correspondence Work Shopso A Uniform Filing Guide, based on the same 
numerical scheme as the index of the Postal Manual, was completely rev:ised 
and published. As a result of surveys conducted in selected regional office~, 
large quantities of nonrec ord material were identified, and instructions is -
sued for immediate disposal, freeing space, and equipment. A functional 
comprehensive Records Disposal Schedule was completed and will be issued 
in August 1957. Separate implementing schedules, specially designed to as
sist the regional offices and post offices in disposing of records peculiar to 
their operations, were drafted after studies in representative offices. All 
retirement record cards (SF 2806) were microfilmed through calendar year 
1955 and placed in safekeeping as part of the records protection program. 

Codification of Procedure Manuals 

A major .effort has been directed toward codifying all instructional ma
terial into a coordinated series of handbooks for use in the fifteen regional 
controller offices. This codHication process will result in (1) adoption of 
uniform procedures at the various locations; (2) up-dating and simplification 
of instructions, and (3) coordination of the procedures issued for different 
financial functions. 

The first handbook in this group, entitled "General Classification of 
Accounts," was published April 6, 1957. The following handbooks not men
tioned elsewhere in this report have been developed and are being published: 
Vehicle Service Handbook; Postal Savings Handbook; and Handbook for Finan
cial Examination of First Class Post Offices. Others, which will complete 
the coverage of all finance functions' are scheduled for issuance in 1958. 

Cost Ascertainment Improvements 

Studies of statistical measurement of data produced by the Cost Ascer
tainment System, and use of probability sample techniques resulting in more 
economical sample sizes, were initiated during the year. Consultants ex
perienced in the field of statistical sampling were engaged near the close of 
the year to further the program. 

Three fiscal handbooks were developed consolidating and providing all 
these instructions in convenient reference form,. Formerly, the specialized 
procedures and instructions necessary for compiling revenue, volume and 
cost data for Cost Ascertainment purposes at sample field installations were 
issued in nine separate instruction pa1nphlets and various special le~ters. 

Financial Planning Program 

An important step was made in improving program planning th;rough the 
development of individual annual financial plans for post offices. Forms were 
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de.vised and a program instituted on a trial basis to obtain from post'masters 
their esti!mates of projected workload and manpower requirements and then 
.bring this important "grass-roots" operational executive into the over-all 
financial planning of the postal establishment. 

Payrolling Improvements 

While the installation .of the regionalized and mechanized system of pay
roll preparation and issuance of punched card checks were completed by 
July 1, 1956, many improvements and refinements were effected during fiscal 
1957 to simplify the procedures, improve accuracy, and strengthen ,the in
ternal controls in the fifteen regional controller offices. A block control 
system was installed in regional controller offices to improve control and fix 
responsibility for payroll processing. This procedure for "personalizing" 
the payroll system involved the establishing of small payroll groups, each 
responsible for approximately 6, 000 employee accounts with which they could 
become thoroughly familiar. 

A simplified procedure for paying Christmas assistants and preparing 
W ..:.Zs, Withholding Tax Statement, was developed and used to pay the 300, 000 
additional employees hired for that peak load season. 

As'an integral part of the tabulating payroll process, promotions 
through step increases in salary are now made automatically unless unsat
isfactory service is reported. 

The payroll savings bonds issuing function has been assumed .by the 
regional controller offices in twelve regions. The three remaining regions 
will assume this function early in fiscal 1958. This function was formerly 
performed by postmasters. 

Electronic Data Processing 

The several types of punched card and electronic data proces$ing 
method.s continued to be tested for relative efficiency and economy. Elec
tronic payroll processing tests were continued at Richmond; payrol

1

l programs 
were optimized; and plans have been formulated to extend electronic data 
processing to other regional offices during fiscal 1958. 

Personnel Statistics Reporting System 

The personnel statistics reporting system, tested during fiscal 1956 in 
the Denver Region, was extended nation-wide late in fiscal 1957. This system 
will afford the Department its first opportunity to obtain direct from the fr\ech
anized payrolls accurate and timely personnel information, such as number 
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of regular and temporary employees, turnover rate, age, sex, military status, 
salary grad'e and step, and other useful data. Previously, these statistics had 
to be gathered through separate periodic manual reports from postmasters 
throughout the country. 

Cash Accounting and Reporting Improved 

Tbe Post Office Department requested and received authority. from the 
Secretary of the Treasury to discontinue funding its field checking accounts' 
effective April 6, 1957. Under the new procedure, field disbursing officers 
wi.11 not requisition funds, thus simplifying fiscal procedures and eliminating 
the maintenance of field checking accounts. Also, as a result of regionalizing 
all disbursements, all of the 350 postmasters 1 checking accounts with the 
Treasurer of the United States were closed. 

Accounting at Small Post Offices 

To further improve accounting and to simplify procedures and paperwork, 
the postmasters 1 fixed credit ·system at the smaller offices was discontinued 
on June 2 9, 19 5 7. The principal ad vantages of this change are that (1) stamp 
accounting i's now on a uniform bas is for all post offices, (2) postmasters have 
more flexibility in ordering stamps, and {3) the postmaster 1 s statement of ac
count is now made directly from the cash book. .Cash books for fiscal 1958 
were revised accordingly. Other improvements were made to simplify paper
work. For example, all second, third, and fourth class offices now use the 
same cash book. The record of boxholders maintained by fourth class offices 
has been eliminated and fourth class offices now use the same box records as 
other offices. 

Penalty and· Franked Mail Single Reimbursement Program 

In fiscal 1956, agreements were made with 60 Government agencies to 
simplify reimbursing the Department for the cost of handling official mail. 
As a result, most of the accounting for penalty envelopes in these agencies 
was eliminated. During fiscal 1957, 36 additional agreements were made with 
various agencies for lump-sum reimbursement for all types of mail including 
the handling of registered mail, postage-due mail, and mail weighing over 
4 pounds. The new procedures provide for reimbur.sement quarterly, based 
on sampling and estimates of agency mailings. This will eliminate weighing., 
rating, and billing of government parcels and other miscellaneous official 
mail. Collateral savings will accrue through eliminatfon of stamp account
ability, postage. I!leters and weighing of mail in various government offices. 

Official Postal Registered Mail Reduced 

Durin
1

g fiscal 1957, the Post Office Department further reduced its own 
official mailing costs by raising from $25 to $100 the minimum value of 
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·postage, revenue, and savings stamp shipments that may be made by ordinary 
mail. · 

·Railway Mail Transportation Accounting 

A program to further simplify and mechanize payment of railroad bills 
wa's undertaken by a joint committee composed of Post Office Department and 
r.ailroad representatives. Continuing studies are being made with individual 

· ·railr~ad companies~ 

Air Transportation Accounting 

Progress was made i~ refining the airmail accounting punched card 
system installed on October 1, 1955, to the point that almost all airlines are 
re~eiving payment of their bills promptly after receipt. 

The domestic billing and accounting system was 'installed in the Carib
. bean Area to provide ramp transfers at gateways for faster through-mail 
service. Studies have been made to extend the domestic billing to Alaskan 
and Hawaiian areas to improve transfers of mail at West Coast gateways. 

The Post Office Department and the air transportation industry are· con
sidering the feasibility of interline settlements on a weekly basis. 

Accounting for International Transportation Service 

Efforts were continued t.o improve accounting for service by United 
States air carriers between United States and certain territories and foreign 
countries. A system was installed which establishes the Department's liabil
ity from postal documents prior to receipt of bills. 

Further studies are being conducted to simplify accounting for all pay
ments to both United States and foreign airlines for international airmail 
transportation, through increased use of electrical accounting equipment. 

A study was begun April 1, 1957, to simplify steamship mail accounting 
by mechanizing the settlement procedures. Plans ·include installations of 
simplified procedures early in fiscal 1958. 

Money Order System and Accounting Control Improved 

The Post Office Department continued its quest to simplify and improve 
money order issuance and processing and to reduce costs. Research and test
ing of money order issuing machines which give automatic daily totals indicate 
further potential savings in time devoted to balancing money order account
ability. Other types of issuing machines are being developed and tested. 
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Use of the two-stub money order which eliminates the application for
merly filled out by the patron, was extended to all classes of post offices. 

Procedures were instituted to improve accounting and control _over. 
money order transactions between the United States and foreign countries. 
Most of these transactions were formerly recorded in memorandum accounts. 
These procedures cover 1. 5 million international money orders issued an
nually in the United States for payment in about 40 countries, and approxi
mately 180, 000 international money orders issued in foreign countries and 
reissued as U.S. domestic money orders at three exchange offices, located 
in New York, San Francisco, and Dallas. 

Further Development of Internal Audit Function 

The Internal Audit personnel complement was increased during the year. 
Approximately 35 percent of the auditors employed have CPA certificates. 
The program of audits was redefined to include current, continuous, and peri
odic examinations of regional and district offices, the money order ·center, 
supply centers, mail bag dep9sitaries and repair units, and mail equipment 
shops. The Di vis ion will also establish guidelines, and re view and evaluate 
audits and examinations of post offices, and will summarize and interpret the 
results. A Station Examiner 1s Handbook has been developed for the guidance 
of post office personnel for use in performing financial examinations of post 
offices, stations, and branches. 

Uniform Clothing Allowance Procedures Simplified 

In August 1956, the procedures· for processing and paying uniform cloth
ing allowances were further revised and simplified. The new procedures 
have reduced processing costs by more than 50 percent and assure better con
trol over monetary allowances ·and anniversary dates. 

Mete red Postage Controls Improved 

Revenue f.rom metered postage continued to increase, reaching a total 
of $1. 056 billion during fiscal 1957. It now surpasses for the first time the 
total sales of all stamps and stamped paper. Improved procedures were es
tablished during the year to as sure 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. 

Economics and Statistics Program 

Probability sampling, which was introduced last year, has continued to 
be useful in several areas. For example, sampling techniques have been 
used successfully in obtaining information for the railroad rate case; on the 
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number of pieces of mail per pound, or linear foot; and the amount of space 
required for post offices. 

In making long range forecasts of mail volume, the. Department has used 
economic series which have proved useful on a regional basis as well as for 
national totals. 

Reduction in Post Office Window Service Costs 

In recent years effort has been given to improving procedures at post 
office windows and to disc~ntinue special service windows wherever a ~ulti
purpose window would adequately serve the purpose. Through surveys made 
this year, it was possible to discontinue all special postal savings windows 
except those with 200 or more daily transactions. As a long-range effort, 
coils of 100 stamps with a plastic case will be provided at postal windows. 
This is expected to aid in decreasing the number of individual transactions at 
.postal windows by encouraging patrons to buy in larger quantities. 

Consolidating Customs Duty Remittances 

Plans and procedures are being developed, in cooperation with the 
Treasury Department, to consolidate post office customs duty colle~tion Hems 
in the fifteen· regional controller offices and remit to the Bureau of Customs 
each accounting period, on one check. At present, each post office settles 
daily with each individual port of entry. Adoption of this proposed plan will 
eliminate more than 1/2 million checks annually, p.nd will improve control 
at both the Bureau of Customs and the Post Offic.e Department. 

PROGRESS ON BULLETIN 57-5 PROGRAM 
AND PLANS FOR FURTHER IMPROVEMENT 

Summary 

Many of the financial management improvement objectives of 'Public Law 
863 and Bureau of the Budge.t Bulletin 57-5 are already fulfilled or are near 
fulfillment. This position is the result of the aggressive program. inaugurated 
ln 1953 to develop and install a modern industrial-type cont.rollership in the 
Post Office Department as part of its over-all management improvement pro
gram. Over 3 50 important projects have been completed in ~his major effort 
to bring business -type methods and improved financial administration to the 
Post Office Department. 

Objectives of Public Law 863, relating to budget justification data by 
organizational unit, have been substantially accomplished through synchro
nization of accounting and budgeting classifications and organization structure. 
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The allotment structure has been simplified by financing each operating 
unit at the highest practical level. Allotments are being made to the fifteen 
regional directors and the penal and reporting provisions of the Anti
deficiency Act are being applied to that organizational level. A project is 
u~derway to simplify the system for allotting and controlling funds for fuel 
and utilities, communica.ti.ons, and supplies and equipment items procured in 
the field. 

The Bureau of th~ Budget has granted authority. (Fiscal Year 1957) to 
report the status of funds on a public enterprise basis instead· of an appropria
tion basis as heretofore. This eliminates neces si.ty for reporting disburse
ments by separate appropriations, which are actually only limitations. Also, 
the Post Office Department is studying the p·ossibility of converting to a re
volving fund basis whereby the postal deficit would be appropriated in one 
specific amount, which, with revenues, would be available for operations of 
the Department on a no-year basis. The plan would require a working capital 
appropriation ·because of uncontrollable fluctuations in workload. 

Ace rual Accounting 

The Post Office Department presently uses an obligation" incurred basis 
of accounting., Statements of application of funds and cost operating state
ments by post offices regions and the entire postal establishment are being 
currently prepared on this basis.. Postal revenues derived from stamps, 
meters, etc., are treated as revenue earned when collected.. The 13-period 
fiscal year, adopted in 19?6, obviates the necessity for accruing payrolls for 
fractional periods except at the end of the Government fiscal year. 

Accounting procedures are being refined to the extent practicable to 
place the accounts on an accrued expenditure basis reconciled to obligations 
in total. At the present time, for cost accounting purposes, motor vehicles 
and garage equipment are carried in the accounts and depreciated currently 
and inventories of garage materials and supplies are carried and charged off 
as consumed.. An accounts receivable handbook has been developed which out
lines procedures to establish and maintain accounting control in the general 
ledger. over accounts receivable. This handbook also contains instructions 
for collecting receivables and writing off uncollectible accounts. A program 
is underway to (1) bring real and personal property under general ledger ac
counting control; (2) establish depreciation schedules; and (3) develop a plant 
unit catalog. A project is also underway to develop methods and procedures 
for recording, controlling and reporting supply inventories, including blank 
forms, with a minimum amount of paperwork. 

Cost-Based Budgets 

The one remaining major obstacle i.n the way of adopting a cost-based 
budget is the development of accounting control over land, buildings, equip
ment, and inventories as outlined above. 
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DEPARTMENT OF STATE 

Departmental 

A training course was initiated for Foreign Service personnel engaged 
in budgetary and accounting functions. The course is designed to furnish 
trainees background perspective and a clearer understanding of the Depart
mental fiscal.policies and procedures. Participating in the course as lec
turers and discussion leaders have been officials of the General Accounting 
Office, the Treasury Department, and the United States Information Agency • 

. The survey of the operations in the Office of Finance, initiated last 
year, was continued during this year and a program for improvements was 
formulated. The program provides basic objectives and outlines short term, 
intermediate, and long range goals. Some of the short term goals have been 
attained. 

A simplified payroll procedure, based upon principles established in 
General Regulations No. 133 was developed and released in June 1957 for 
optional use by overseas posts. Based on a pilot test by the Caribbean Fis
cal Office, which services eleven posts in Central America, some savings 
are anticipated from the adoption of this procedure. On the other hand, a 
mechanized payroll operation was installed in the Embassy at Paris, France, 
to test the feasibility of mechanization of payrolls at the larger posts. 

A Travel Guide for Foreign Service Personnel has been prepared and 
will be printed and distributed at an early date. This booklet presents in in
formal language the complex regulations applicable to official overseas travel. 
The booklet is also applicable to Departmental non-Foreign Service personnel, 
as exceptions are indicated in the text. A substantial reduction in errors and 
exceptions on travel vouchers is expected from the release of this booklet.· 

An "Official List of Authorized Certifying Officers" system was de
veloped and adopted, which makes possible the payment of vouchers by the 
U.S. Disbursing Officer at any post regardless of post of origin of the voucher. 
The list contains the names and facsimile signatures of authorized certifying 
officers. The U.S. Disbursing Officers are authorized to pay any voucher 
which has been certified by an officer whose signature appears on the current 
official list. The system facilitates the payment of vouchers in any specified 
f().reign c·urrency. 

An expermental index of Foreign Service fiscal reporting posts has 
been developed which relates the important factors having a bearing on fis -
cq.l workloads and difficulties. The index ranks and groups these 97 posts 
acc9rding to fiscal importance and difficulty, and is for use in determining 
s.t.aff~ng requirements 1 grade structures, etc. 
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A program is in effect .to review and bring into a current status the ma
terial in.the Departmental and Foreign Service manuals. The number of new 
laws and amendments enacted, together with revision to regulations issued 
by regulatory agencies in addition to Departmental issuances, has made this 
neGessary. Approximately 80 percent of the Department's goal has been at
tained during the year. 

Internal financial reporting has been extended to provide current and 
projected status of fundf? for domestic permanent salaries and to provide the 
status by source of reimbursement agreements, billings, and collections. 
This should result in more efficient utilization of resources •. 

The Department1·s program for improvement of financial management 
provides the following target dates for accomplishment: maintenance of in
ventory and property records under general ledger control, December 31, 
1957; surveys and plans for the application of the principles of accrued ac
counting by programs - Administration June 30, 1959, Foreign Service 
Buildings Program December 31, 1957, Participation in International Organ
izations September 3 0, 19 5 8, International Educational Exchange Program 
June 30, 1958, Other International Programs December 31, 1958; and Mis
cellaneous Programs June 3 0, 19 59. 

International Cooperation Administration 

Programming. Work will continue in fiscal year 1958 on analyses of 
the program cycle, in order to improve the relationship between formula
.Hon and execution, on reviews of documentation and procedures governing 
program approvals and on the form and content of Budget Bureau and Con
gressional presentations. For example, ·a short-form P!ogram approval 
process' limited at this time to the implementation of technical cooperation 
programs, has just been instituted. When its utility has been evaluated, 
similar steps may be considered in other program areas. While this is a 
c·ontinuing project, program approval procedural changes affecting FY 1958 
should be completed by December 31, 1957, and program development and 
Congressional presentation procedures for FY 1959 should be completed by 
March 31, 195 8. 

Budgeting. Projects are planned as follows: Possibility of b~sing 
budgets on costs, review of budget and acounting classifications for con
sistency and synchronization with organization units, development of sup
porting data by organization units where necessary, review of budgetary treat• 
ment of "pipeline" ( unliquidated obligations) and development of improvements 
in budgetary handling of total foreign currency requirements and availabil
ities. Review of basic budgeting methods indicates that substantial improve
ments may require drastic changes in agency programming, budgeting, ac
counting and reporting. Development of revised methods, where feasible, 
has a completion date of June 30, 1958. The project involving budgetary pres
entation of foreign currency will be completed by January 30, 1958. 
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Accounting. The ~following attainments were achieved in FY 1957: 
(1) Completed the installation of a system of general ledger accounts 'to con~ 
trol more effectively, by source and purpose, forty-five different kinds of 
foreign currencies, and a uniforn-i record to be maintained by each overseas 
Mission, which materially strengthens control of foreign currencies unde.r 
its immediate responsibility. (2) Initiated a study to determine the feasibil
ity of applying further accrual methods to ICA accounting for program and 
administrative funds, and for property accounting.. It is contemplated that 
the studies will be completed by December 31, 1957. {3) Effected further con
solidation of appropriation and allotments, resulting in a decrease of 25 !CA 
~ppropriation accounts, 36 allocation. accounts maintained by !CA, Treasury 
and participating U.S. agencies, and approximately 500 active ICA allotment 
accounts. Further reductions may be realized from a current review which 
should be completed by September 30, 1957. (4) Designed a uniform proce
dure for billings and colle.ctions, scheduled for installation by December 31, 
1957, which should. result in materially strengthening controls over collec
tions and accounts receivable handled by the Agency. (5) Obtained legisla-
'tion for FY 1958 that provides for a Development Loan Fund subject to the 
Government Corporation Control Act. Interim accounting criteria and ac
counts are being developed to provide the framework for the over-all system 
of accounts to be developed after more definite plans are finalized for the. 
programming and implementation of the loan program. The interim account
ing system is scheduled for completion by October 31, 1957, with final ac
counting instructions to be issued by December 31, 1958. (6) Developing 
manual instructions for the ICA assistant disbursing officers in the 23 Latin 
American Missl.ons. The manual, planned for release by November 30, 
1957, unifies Treasury procedures and individual ICA instructions under 
which these disbur.sing officers operate. Economies will be effected and im
provements in controls realized through better understanding by these per
sons of their responsibilities. (7) Developing uniform informal records for 
counterpart funds {cooperating country-owned deposits of foreign currency 
realized pursuant to ICA programs) to be maintained by ICA Mission con
trollers to obtain better financial management.. A uniform procedure for the 
records to be maintained is planned for release by June 30, 1958. (8) Elimi
nated duplicate subsidiary records on certain outstanding advances and ex
tended control for travel advances in Washington accounts to include Mission 
advances .. 

Reporting. Certain outstanding reporting instructions were reviewed 
in the light of changing management needs and modifications in accounting 
practices. Since October 1, 1956, achievements in reporting methods were: 
(1) Issued revised instructions for the comprehensive reporting for {a) U.S. 
dollar appropriated funds to supply management with detailed information by 
project and component elements, (b) foreign currencies in ICA accounts and 
project implementation resulting from surplus commodity programs, (c) co
operative ser·vice operations reflecting the detailed status of the joint funds, 
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and (d) counterpart funds sh~wing the source.and application, by activity, of 
the funds. (2) With the assistance of the General Accounting Office, certain 
program expenditures required for account recording are now obtained by 
el.ectric accounting machines (EA.M). Savings were effected in staff time·by 
elimination of the detailed manual records previously maintained and the 
periodic reconciliation of the billing report to the accounting records. (3) A 
project was established under which a Committee will continue a study of the 
present agency operatiqns which may be adaptable to EAM processing. An 
agency-wide study is being made to determine the basic changes required to 
produce an effective reporting system. 

Internal Audit. 'Substantial improvements have been made in this pro
gram. Initial audit coverage of USOM (United States Operations Mission) 
operations at 60 missions overseas has been substantially completed and is 
being extended to departmental activities. An effective system of review and 
follow-up on audit recommendations was· implemented on April 29, 1957. A 
check list handbook for guidance of internal auditors in making field .exaniina
tions was issued early in 1957. This has improved the quality of audits and 
extended the coverage to all aspects of ICA overseas financial management 
and operational areas and has aided the implementation of audit recommenda
tions. The development of a comprehensive ICA Internal Audit Manual and 
an expanded audit program covering operations in Washington and the field 
is in process and a target date of December 31, 1957, has been established 
for the completion of these undertakings. 

Contract Operations. In cooperation with representatives of universi
ties, a standard university contract has been developed which will improve 
and standardize contract relationships. in this important .area. An ICA 
policy directive in respect to the evaluation of cont.ractor performance and 
responsibilit~es for contract administration has been drafted and upon final 
clearance will be submitted for the approval of the Director, ICA. These 
developments represent major improvements to standardize and improve the 
contract operations. A revision of basic agency regulations applicable to 
contractors and cooperating countries is in process, a contract negotiator 
manual is being drafted, a manual including improved financial guides and 
standard financial provisions has been drafted, a final draft of a USOM con
tract audit program has been c'ompleted, and basic ICA policies concerning 
the respective functions of ICA and cooperating countries are being re
examined. These undertakings form the basis for continued improvements 
in this important area of ICA rs ope rations. It is anticipated that the major 
elements of this comprehensive program will be completed by December 31, 
1957. 
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Development of Audit Manuals and Basic Procedures. A pr_ocedural 
manual for the administrative examination of program vouchers for commod
ities and freight, general administrative type vouchers, travel, miscellaneous 
purchases and s.ervices was issued. These procedures insure adequate audit 
coverage and control over the financial operations in the United States and 
overseas. Additional draft manual orde.rs and directives are being finalized 
in 'the areas of contract audit, voucher examination, and USOM audit respon
sibilities. A target date of December 1, 1957, has been established for com
pletin$ coverage for all major aspects of this project. 

Procurement Author~zation and Sub-Authori.z~tion Procedures .. A large 
part of the Agency1 s funds is obligated by means of Procurement Authoriza
tions issued to cooperating countries. These countries, in turn, 11 sub
authorize" to their importers. New procedures are being developed that 
should result in Procurement Authorizations being reduced more quickly to 
the prospective level of immediate use and reduce the number of amendments 
required. The method of awarding sub-authorizations has a profound effect 
on !CA operations, particularly insofar as prudent procurement and the gen
eral awareness by ir~.1.porters of their responsibilities for participation in !CA 
financing are concerned. A model procedure has been prepared covering the 
entire sub .;.authorization process. It should mark a significant improvement 
in the implementation of ICA 1s non-project assistance operations. !CA is con
tinuing to explore the possibility of combining related three-digit codes on a 
single Procurement Authorization for logically integrated comrnodity segments 
which will afford the cooperating countries greater flexibility in utilization and 
tend to reduce the number of Procurement Authorization changes required. It 

• 
is anticipated that these procedures ·will be ready for implementation by Decem-
ber 31,.1957. 

Counterpart Program Development and Im.plementation. The Mutual Se
·cu:dty Act requires that for grant aid that results in the accrual of proceeds 
to the recipient nation, such proceeds mu.st be deposited in a special account 
and used only by agreement of the United States. We are completing final de
tails of a procedure for the systematic programming and release of. these 
"-counterpart" funds which we ·expect to issue for implementation by Decem
ber 31, 1957. 

Cooperative Services. A significant portion of the Agency's technical 
:cooperation program is carried out through the device ·Of Cooperative Serv
i~es (joint funds). These are operating entities jointly administered by !CA 
and the cooperating country and financed by the two countries by cash contri
butions deposited into jointly controlled bank accounts. A manual has been 
developed and should be released by September 30, 1957, which sets forth 
as guidelines to the officials responsible for the financial management of the 
Cooperative Services, generally accepted principles and standards to be fol
lowed in performing the programming, budgeting, accounting, reporting and 
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audit responsibilities of the entity. Application of these principles will en
hance the managerial effectiveness of the Services and result in fuller bene
fits realized from the utilization of available funds. 

Interest on D~po_sits,- The policy was established that all foreign cur
rencies not required for expenditure purposes in the immediate future, based 
on planned activity, should be rnaintained in interest-bearing accounts. In
terest earned is for deposi.t to Treasury accounts as miscellaneous receipts. 
Where Cooperative Services funds are involved, both dollar and foreign cur
rency, the same policy prevails, except that the interest accrues to the joint 
account and provides additional funds for the planned programs. 
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TREASURY DEPARTMENT 

Bureau of Accounts 

With the cooperation of other agencies for which disbursements are 
made, the Bureau made several significant procedural improvements during 
the year. The following paragraphs are illustrative of these improvements. 

Improved Check Preparation Processes. The use of the bill-feed proc
ess was extended m 1957. The processmg of more than 18 million payments 
by this method resulted in savings of $ 2 3, 700 in fiscal year 1957. 

The first high- speed electronic check writing machine was installed in 
the Boston Regional 'Disbursing Office in February 1957. The m.achine is being 
used for the preparation of periodic payment, salary, and tax refund checks 
from punched cards. A check listing is prepared at the same time the checks 
are written. The Division intends to put this type of machine in other regional 
offices having sufficient volume of recurring checks. 

Other Improvements Made During the Year. These included: (1) fur
nishing the Veterans Ad1nm1stration with a tabulated listing of checks issued to 
payees re siding in foreign. countries, thereby reducing the volume of tabulating 
cards prepared by the Veterans Administration from about 40, 000 to 500 cards 
per month and producing savings in the VA which more than offset the slight 
increase in cost in the Division; (2) extending the use of check lists with payee 
claim numbers as vouchers to the New York regional disbursing office, with 
further extension of this procedure to be ni.ade as rapidly as equiprn.ent is 
available; and (3) simplifying procedures relating to voucher examination and 
nun.1.bering resulting in a reduction in related recordkeeping. 

Planned Future lrnprovernents. Instructions have 
July l-,-F)51-;~:ro-dlsCQiillnue the use· of disbursing office 
payrnent schedules other than transportation vouchers. 
this will effect an annual recurring savings of $ 1 7, 000. 

been issued, effective 
voucher nu-rnLer s on 
It is estimated that 

The work of convert-1.ng a key punch machine to operate with an account
ing machine has been cornpleted and arrange1nents are being made to proceed 
with necessary tests of the combination rnachi.ne at an early date. 

Work will be continued to refine central accounts and hnprove central re
ports to n1eet current needs. 

Bureau of Customs 

Integration of Customs Accounts with Treasury Central Accounts. A re
vised custon:1s collection procedure was placecrtileTfect June r:-I1)TI-;-in ac
cordance with the provisions of Treasury Departni.ent Circular 945-Revised, 
whereby collections and deposits of collectors of customs are incorporated into 
the central accounts of the Treasury Departrnent on the basis of the rnonthly 
statement of accountability of the collectors of custorns. This procedure was 
developed to permit the use of the accounts rendered by the collectors for audit 
and settlement as a basis for maintaining the central accounts in the Treasury. 
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New Preaudit Procedure. A new procedure was prescribed to improve 
preaud1t of. payroll vouchers, 1ravel vouchers, and conti.ngent expen~e vouch
ers. This procedure will strengthen the safeguards agamst the makmg of any. 
erroneous payments. 

Internal Audit. The internal audit program of the Bureau of Customs was 
amended durmgtlle year to provide a more effective on- site audit system. 

Planned Improvements for Fiscal Year 1958. A n~w accounting system 
for goOd:Sentermg the country by mail 1s bemg developed in participation with 
the Post Office Department that will provide for accruing income on the mail 
entries and furnish actual accounting control over amounts due and collections 
made. In addition to the accounting improvernents inherent in this system for 
the Bureau of Customs, it will enable the Post Office Department to consoli
date customs remittances. 

A new accounting system for controlling accounts receivable and refunds 
and drawbacks payable found due upon liquidation is being developed to place 
under accounting control the accounts receivable {supplemental duties and taxes) 
and the refunds and drawbacks payable found due upon liquidation of entries. 

In order to comply with the accounting requirements of Public Law 863, 
approved August 1, 1956, the Bureau of Customs is revising its accounting 

j 

ftem to provide accounting for all expenses on an accrued expenditure basis. 
/e accounting system was previously refined to include personal services and 
hmbursements on an accrued expenditure basis. ' 

A procedure is being developed whereby the monthly reporting on certain 
appropri.ations, trust and deposit fund accounts by centrp.l fiscal offices in the 

I field will be eliminated and quarterly reporting will be substituted. 
) 

Bureau of Engraving and Printing 

C o·mprehensive reviews of operating divisions begun in fiscal year 1956 
continued during this year and resulted in the issuance of integrated operational 
and accounting manuals for five operating units. During fiscal year 1958 com
bined operating and accounting manuals will be prepared for a number of other 
operating units. · 

Changes were made in the payroll disbursing functions which were de
signed to strengthen control over cash and simplify payroll procedures. These 
improve·ments included the extension of surety bond coverage to all employees 
engaged in distributing pay envelopes, and the use of s,~mplified payroll forms, 
and more accurate reporting of payroll disbursements~ 

Changes were made in the organizational structure to provide that the in
ternal auditor report directly to the Director of the Bureau. Formerly, inter
nal audit was the responsibility of the chief accounting officer. 

The production of currency by the rotary printing method, in which the 
printing presses and all complementary equipment will be located in the same 
area, will require substantial revisions in the paper accountability system. 
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The new systems will become effective in fiscal year 1958 when the new 
presses are placed in operation. During 1958 a study is contemplated to de
termine the feasibility of using mechanical equipment in the payroll, cost ac
counting, and financial accounting systems. 

Bureau of the Mint 

Improvements during the period include, (1) increased operating effi-
ciency achieved through a more detailed analysis of cost variations and 
through the improved use of financial planning and estimating in the mint insti
tutions, (2) the completion of an accounting policy and procedures manual, and 
(3) establishment of a training program for accounting employees both in Wash
ington and in the field accounting offices. 

During 1958 a review wi.11 be made of the costs of services performed 
for depositors of gold and silver and of the costs of reimbursable work for the 
purpose of assuring full recovery of such costs. 

Bureau of the Public Debt 

Accounting for Public Debt Transactions. Major changes in the account
ing for pubhc debt cash transactions became effective July I, 1957. The basic 
changes, which incorporate punch card equipment and techniques, provide for: 
(1) maintenance of the detail accounts and the preparation of the daily, monthly, 
and annual statements relating to public debt transactions by the Bureau of the 
Public Debt; (2) maintenance in the Office of the Treasurer of the United States 
of a summary account for public debt principal transactions rather than detail 
accounts; and (3) preparation of appropriation warrants for public debt redemp
tions and recording public debt transactions in the Central Accounts maintained 
by the Bureau of Accounts from. monthly reports prepared by the Bureau of the 
·Public Debt. 

During fiscal 1958 the Bureau expects to complete the conversion of the 
public debt securities accounts to a punch card system and to integrate these 
accounts with the cash accounts. 

Electronic Accounting. An electronic data processing system will be in
stalled tn a new office of the Bureau at Parkersburg~ West Virginia. The elec
tronic data processing techniques will be applied to the operations involving 
the issuance, servicing, and retirement of savings bonds. All Series E Sav
ings Bonds bearing issue dates of October I, 1957, or later, will be in punch 
card form. Plans provide that registration stubs from the punch card bonds 
and all retired card bonds will be processed at Parkersburg. Under the re
vised procedures for card bonds, all sales of savings bonds will be classified 
centrally by the Bureau rather than by fiscal agents. 

Paying Agent's Fees. Fees due qualified paying agents for redeeming 
savings bonds are now paid by checks drawn on the Treasurer of the United 
States instead of the former system of paying by drafts drawn on individual Fed
eral Reserve banks. This change simplified accounting and auditing procedures 
in banks and in the Bureau with an estimated annual recurring savings to the 
Bureau of $ 10, 000. · 
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Registered Accounts and Interest Checks. The Bureau of the Public 
Debt is transferrings the plate and stencil files to the Division of Disbursement 
for use in issuing interest checks on public debt securities. The responsibil
ity for the maintenance of the accounts of holders of registered securities re-

. mains with the Bureau. The record of checks issued will be maintained in the 
Washington office on machine listings in lieu of posting check numbers to an 
individual interest card maintained for each account holder .. 

Other Improvements Made During the Year. These included: (1) the use. 
of a "small differences account" for differences of $1 or less disclosed in the 
audit of fiscal agents 1 transmittal letters covering redeemed savings bonds; 
(2) revision of certain forms used by the Federal Reserve banks; (3) strengthen
ing the controls to preclude the release of interest checks on current income 
savings bonds to owners who are not entitled to checks; (4) expansion of the 
semi.annual audit of accounts receivable for erroneous rede-mption of savings 
bonds to include a review of all cases open for one year or longer~ thereby dis
continuing special semiannual audits of referral tickets unclassified for one 
year or more 9 (5) revision of audit procedures for verifying registration stubs 
of savings bonds against shipping advices; (6) elimination of certain operations 
relating to the numerical records of coupon securities through the utilization 
of a tabulated listing and the consolidation of forms; and (7) elimination of cer
tain records and reports. These improvements will save approximately 
$ 35, 000 annually. 

Planned Programs for Fiscal 1958. Improvements and studies contem
plated durmg fiscal 1958 include: ( 1) s1mpli.fication of the procedure for ac
counting and reporting erroneous redemptions by handling these transactions 
in the same ri'lanner as other transactions and reporting them in the daily and 
monthly reports t thereby eliminati.ng adjustment warrants; (2) reporting public 
debt interest expense to the Bureau of Accounts in a monthly report rather than 

·on individual documents; (3) revision of the administrative accounts to produce 
information on accrued expenditures; (4) installation of a double entry account
ing system in Washington to control security stock and securities in the process 
of issue or retirement; and (5) revision of accounting procedures for various 
authority papers processed in. lieu of coupons and securities. 

Internal Revenue Service 

Revenue Accounting. Significant revisions resulted in (1) a si.rnplification 
in the accounting and reporting of Depositary Receipt transactions, (2) the de
struction by the Post Office Department of obsolete, mutilated or unsalable In
ternal Revenue documentary sta1'!1ps in the possession of field Post Offices, (3) 
the redeposit of all taxpayer dishonored checks by depositaries, (4) account 
structure changes to provide data for the revised Account Current in accordance 
with Treasury Circular No. 945, and (5) conversion of tentative accounting in
structions to permanent Internal Revenue Manual format with various minor 
improvements incorporated therein. · 

The operating procedures in the three Servke Centers were refined and 
improved, and that program subtantially expanded within the existing organiza
tional and functional framework to include the processing of returns from addi
tional District Offices not heretofore serviced by those three offices$ 
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Continued expansion of Service Center facilities will be made in fiscal 
year 1958 to provide for the processing of certain types of returns for 12 addi
tional District. Offices, thereby increasing the work-load of these Service Cen
ters by 60 percent. This expansion will represent a total processing schedule 
of almost .3 7, 000, 000 returns for 50 District Offices. 

Administrative Accounting. During the fiscal year 1957, a good. deal of 
·preliminary work was done m preparation for a pilot payroll operation on 
punch card equipment for the Boston Region, to be carried out in the Northeast 
Servic'e Center, beginning in August 1957. A manual of conversion procedures 
and detailed instructions for payroll processing was prepared. 

A program of procedural surveys of regional fiscal management opera
tions was inaugurated, with excellent results. In some cases, recommenda
tions were made for improving and streamlining procedures in a particular of
fice; in other cases, refinements in operations adopted by one region are being 
extended to all regions. 

Several improvements in financial planning and reporting were effected 
by the National and Regional Offices, which are resulting in better control and 
more efficient utilization of available funds. For example, authorizations to 
District Offices for temporary employment for the filing period were made on 
a man-day rather than monetary basis in one region, at a substantial reduc
tion in paperwork. The Report on Budget Execution was revised to provide 
more· meaningful information on progress in carrying out the financial plan. 

Procedures' were developed and put into effect to ( 1) consolidate allot
ments at the close of each fiscal year, (2) establish an allotment at the National 
Office level to which all terminal leave payments are charged, (3) adjust ac
counts at the close of each fiscal year to provide information on an accrued ex
penditure basis, (4) establish accounts receivable for repayments, refunds, 
etc., collectible, and (5) provide single allotments at the National Office level 
for Counsels' offices and the Inspection Service. 

It is planned to extend the installation of the mechanized payroll operation 
and, in connection therewith, to study incorporation of related fiscal manage
ment operations, i.e., position control, personnel analysis, computation of 
man-years realized, and leave accounting. This project for fiscal year 1958 is 
directed towards improved personal services data for budget presentation and 
financial pfanning. · 

Office of Administrative Services 

Improvements during the period ended June 30, 19 5 7, included ( 1) deve 1-
op~ent of a. simplified expendable property inventory control system; (2) in
stallation of a nonexpendable property control system; (3) development of a new 
procedure for requisitioning office supplies; and (4) installation of a standard 
filing system. 

Office of the Treasurer of the United States 

Application of Electronic Equipment to the Payment and Reconciliation of 
Government Checks. The program to use· electronic equipment in the payment 
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of checks drawn on the Treasurer of the United States is nearing completion. 
As of June 30, 1957, an annual volume of approximately 285 million checks 
were being paid and reconciled under the electronic program. An annual vol
ume of approximately 105 million additional checks will be converted to the 
electronic system in fiscal 1958. Accounting controls for the electronic sys
tem, at first developed by manual postings and totaling data on adding machines, 
are now being established by accounting machines. 

Extension of internal audit. Internal audit in the office has been extended 
to include (a) operations of the General Accounts Division, (b) expendable sup
plies and personal property of the bureau, (c) contractual policies relating to 
purchases and selection of bids, and {d) the processing of claims and the issue 
of settlement checks out of the reclamation suspense and forgery accounts. 

Planned programs for fiscal 1958. Programs for improvement during 
fiscal year 1958 mclude: (1) a study of the activities of the Currency Redemp
tion Division to improve procedures relating to handling currency for the pur
pose of increasing production and strengthening internal control; (2) review of 
the administrative accounts to comply with the requirements of Public Law 863 
and other pertinent regulations; (3) improvements in procedures for clearing 
the transcripts of the Treasurer's account submitted by the Federal Reserve 
banks and branches to provide a uniform day to day workload and eliminate the 
heavy pressure connected with Tuesday's clearances which frequently delayed 
the balancing and reporting operations in the check payment and reconciliation 
activity; and (4) the installation of specially designed equipment which wHl con
solidate sevelial steps followed in proving and classifying deposits credited in 
the Treasurer's account. 

United States Coast Guard 

During the year, the internal audit program was expanded to include the 
audit of military pay records and supporting documents at district offices and 
other units during the regularly scheduled on- site audit. From this expanded 
audit coverage, erroneous payments and procedural errors are corrected and 
adjusted promptly. This continuing program should improve the administra
tion of military pay. 

A study is planned in 1958 to determine the feasibility of substituting a 
mechanized system of maintaining pay accounts of the cadets at the Coast 
Guard J~cademy for the military pay records now being maintained manually. 
It is felt that savings are possible in this area. 

United State~ Secret Service 

Improvements during the period included the establishment of better pro
cedures for exercising control over, (1) issues of clothing and equipment to em
ployees, (2) procuring and maintaining stocks of clothing, equipment, a1nmuni
tion and other supplies, and (3) handling and disposition of contraband property. 
Also the scope of internal audit was extended and a. written audit program was 
completed. 
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DISTRICT OF COLUMBIA GOVERNMENT 

Major improvements undertaken during fiscal year 1957 were in the field 
of machine accounting and the development of plans for the improvement of fi
nancial management. 

The centralization of machine accounting in the Finance Office resulted 
in a more efficient operation and permitted the assumption of an increased 
workload at minimum cost. The processing, accounting, and auditing of indi
vidual income tax returns were mechanized. This will accelerate the billing 
processes and the issuance of refund checks. Preparations were also com
pleted for the .billing of real property assessments and accounting for payments 
on a fully mechanized basis. 

Studies undertaken for the purpose of improving budgeting and accounting 
procedures include planning for the development of new and improved account
ing procedures, for the development of a cost based budget, and for the estab
lishment of a uniform system of account classifications for use in compiling 
the budget and in coordinating the programing, budgeting, and accounting func
tions. 

Representatives of the accounting and budget offices assisted several of 
the more complex departments in the coding of organizational programs for 
which costs are to be accumulated and work measurements developed. This 
work disclosed that many statistics and some cost data are already available 
and that when properly integrated the development of work measurements 
should progress rapidly. 

An assessment procedural manual has been developed for use in the real 
property reassessment program undertaken on January 1, 1956. The actual 
work of reassessing all properties in the District is proceeding according to 
schedule and should be completed by December 31, 1958. 
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ATOMIC ENERGY COMMISSION 

Use of Product Cost Data. by Management. During the period, the .AEC 
product cost accounting system has been used in many different ways by man
agement. Under the policy of full cost recovery in the sale of materials and 
services, unit costs produced by the system or estimates based upon the sys
tem have been used in establishing prices and charges~ When applicable, 
unit costs are recognized more and more as one of the important factors in 
arriving at management decisions. Additionally, the unit costs continue to 
offer an effective tool for the over-all planning and scheduling of military re
quirements. More specifically these product cost data are now being used in 
the following ways: (1) When production capacity exceeds material require
ments, permitting the shutdown of one or more plants, comparative unit cost 
analyses are used in making the decision as to which plants should be shut 
down.. (2)_ When additional production capacity is needed, unit cost data are 
considered in determining the most economical way of increasing the capacity. 
(3) Unit costs are prime considerations in decisions as to whether an opera-· 
tion should be performed in an existing plant, in a modification of an existing 
plant, or in a new plant. (4) Production schedules for plants capable of pro
ducing the same product are established so as to minimize costs. (5) De
cisions regarding reactor loading patterns, fuel types, fuel enrichments, 
etc., are based largely on unit cost consideration. (6) Decisions are made 
as to when cost budget estimates should be revised. (7) Analyses and com
parisons of unit operating costs at different sites producing the same or 
similar products are used in pointing out where cost reductions should be ef
fected. 

Accounting for Source and Special Nuclear Materials in Research. In 
view of the substantial increase in the quantity of source and special nuclear 
materials being used in the AEC research and development activities, the 
accounting and reporting system was revised to provide for the accounting 
and reporting of s·ource and special nuclear materials consumed by major re
search and development projects. At the same time provision is being made 
to treat as inventory the full cost of all fuel elements so as to permit more 
accurate and meaningful reactor operating costs. 

Accounting for Isotopes., After ~xtended study of the highly complicated 
accounting and technical problems inv;olved in accounting for isotopes and 
particularly in view of the increasing volume of production and sales of · 
isotopes, the inventory of isotopes has been brought under accounting control. 
Studies. of the cost of producing the various types of isotopes have been made 
to provide a better basis for both pr and accounting purposes. 

Uniform Retirement Units" Work was devoted during the period to the 
development of a list of uniform retirement units to be utilized by all AEC 
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operations offices and their contractors. This project will provide for uni
formity in plant accounting tl~roughout AEC. This project will be completed 
in FY 1958. 

Pricing of Materials and Services. The pricing policies and procedures 
established for billing, collecting, and accounting for such charges were ex
panded to cover the many new types of products and services that were fur
nished during the period. 

Audit. During the year, the Commission continued to strengthen its 
internal audit program and .increase its utility and effectiveness. Steps were 
taken to more clearly delineate the administrative or business practice ac
tivities of AEC and its integrated contractors which are subject to audit ex
amination. Improved techniques were developed to more closely coordinate 
the audit effort with the appraisal and survey programs of other administra
tive staffs. A collateral benefit derived from this closer coordination has 
been a more effective phasing and scheduling of audit subjects. 

The Commission's Headquarters Audit Staff was enlarged to permit its 
conduct of the i:hternal .audit of the AEC Operations Offices in the field. Plans 
have also been formulated for the Headquarters Audit Staff, following comple
tion of its initial audit of the activities of the field offices this year, to qual
itatively appraise the performance of each office in the financial area. 

Budget. An extensive survey of the manner of presentation and the 
nature of material submitted by the ten Operations Offices to Headquarters 
for evaluation in connection with the AEC budget process resulted in substan
tial improvements and simplifications. Included among these were (1) elim
ination of statistical information previously required in connection with com
munity ope rations which did not contribute to the evaluation of estimates, 
(2) simplification of schedules relating to stores inventory requirements and 
the elimination of schedules previously required to reflect actual past year 
data (existing accounting reports will be used in lieu of the schedules elim
inated), (3) rearrangement of the presentation of construction project require -
ments so that requirements can be related directly to the legislation author
izing the projects, (4) revision of the format for presenting personnel require
ments to permit a more effective evaluation of the effect of lapses ·upon the 
dollar requirements, and (5) establishment of a uniform method of presenting 
requirements for equipment not included in construction projects. 
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GENERAL SERVICES ADMINISTRATION ------- .. ----·------·-----~----

General 

The accrued cost system installed July 1, 1956, has provided internal 
management with financial data which focuses on all resources applied to pro
grams and activities rather than only those resources obtained from current 
appropriations. The system was approved by the Comptroller General on 
September 17, 1956. 

A program for taking physical inventory of all defense (strategic) mate
rials, for which GSA has accountability, and stored in comrnercial, GSA, 
Department of Agriculture, and Departrnent of Defense loc;;i.tions was devel
oped and placed into effect. At June 3 0, 1957, inventories at 52 locations had 
been completed, 23 were in process, and 151 remain to be progra:med. 

A training prograrn for Comptroller personnel was developed and ap
proved by the Civil Service Commission. This program vvill enable the 
agency to recruit college graduates as "trainees" who, on the basis of per
formance, can be advanced rapidly during a hvo-year training periodo 

A program. for improvernent of internal rnanagement of the Office of 
the Comptroller in Washington and the field was institutecL A detailed work 
program was developed which included 102. specific projects for improve1nent 
of accounting and finctncial management operations. It complements the 
program submitted to the Bureau of the Budget under Bulletin No .. 57-5. The 
field inspection progra1n was reinstituted in fiscal 1957 t and will be continued 
in fiscal 1958 1 du.ring which time all remaining regions will be inspected by 
personnel of the Cornptrollerrs office. In sorne instances these inspection 
tea.ms will be headed up by regional personnel. The program will be ex
panded in fiscal year 1958 to include (1) interregional visits of Regional 
Con1ptrolle:r personnel at the working level, (2) a Regional Comptrollers' Con
ference, (3) inspection of Central Office operations with the inspection teams 
in many cases being headed up by Regional personnel, (4) development of a 
work program for each Regional Comptroller operation, and (5) improvements 
of cross information by exchange of work progra1n and monthly activity re
ports between regions .. 

In cooperation with the GAO, an improved procedure was issued pre-· 
scribing simplified telephone-billing procedures for use by all Regional Of
fices in order to elim.inate or reduce paper work and processing. A similar 
procedure concerning simplified billing of toll calls is in the development 
stage. 
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. Mechanization Program 

Continued progress was made in the conversion to punch-card methods 
of the major accounting operations in Regional Offices referred to in last 
year's report. Completion of the conversion is scheduled for July 1, 1958.· 

. The progress made thus far has facilitated handling a larger volume of 
husiness and redevelopment of reporting procedures to realize maximum 
flexibility from punch-card operations, for consolidation of data for manage
·ment. 

Installation of punch-card equipment is also benefiting many of the pro
gram offices.. In the area of Federal Supply Service, as an example, mech
anization of many detailed clerical operations incident to the purchase and 
sale of common-use supply items has been accomplished, with the result 
that larger volumes are being, handled in r_nany Regional Offices with little or 
no increase in personnel. One regional location reported a savings of 7-1/2 
~positions in the Federal Supply Service procurement program as a result of 
mechanization of selected supply processing operations. 

A committee has been established to investigate areas where significant 
improvements can be obtained through the application of electronic data proc
essing techniques to existing operations.. Brief investigations are made to 
ascertain those operations where the outlook for profitable conversion and 
advanced techniques is favorable. Of the several areas thus identified, long
range feasibility studies were started during the year in two areas offering 
the greatest potential for improvement. These are Defense Materials Service 
and Federal Supply Service inventory ope rations. 

Reports 

An intensive program for the review of all recurring reports was in
stituted during the year. The objectives of this review are to eliminate, re
vise or design reports. 

Officials at all levels will be provided with reports and current analyses 
of data to enable them to measure performance effectiveness and t_o take 
prompt necessary corrective action. By th~ end of the fiscal year, this pro
gram data resulted in the initiation of a new system of "flash .. reports for 
the Federal Supply Service and the development of a "high -light'' report for 
the Defense Materials Service--which summarized into five pages the mate
rial contained in ·3 5 reports, with approximately 3 65 pages. It is expected 
that this. project will result in timely and informative reports to top manage
ment, and thus enable them to remedy weaknesses and establish new plans 
and policies on a current basis. This project will continue to receive con
siderable attention in fiscal year 1958. 
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In cooperation with the General Accounting Office, GSA Regulation No. 1 
was amended to revise the reporting requirements for the Annual M9tor 
Vehicle Report to provide more meaningful information on operating and main
tenance costs for motor vehicles in the Government., 
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PANAMA CANAL COMPANY - CANAL ZONE GOVERNMENT 

Fi.seal Year 1957 Accounting Improvement Accomplishments 

Valuation of Assets. The valuation of the assets transferred from the 
~anama Canal (agency) in 1.950 and 1951 detailed in the Company's valuation 
repol't, as amended, was approved by the Director of the Bureau of the Budget 
as required by section 246(b) of title 2 of the Canal Zone C.ode. This approval 
enabled a positive recording of the value of the assets and of the United States 
Government's net direct investment in the Company. 

Consolidation of Commissary, Storehouse, and Service Center Divisions. 
The Commissary 1 Storehouse, and Service Center Divisions were consolidatea 
on June 30, 19$7 '· into a single Supply Division. The related consolidation of 
the accounting, clerical, and administr·ative functions,. coupled with the use of 
the· retail inventory method in the service centers, resulted in the adoption of 
a simplified account structure requiring 350 fewer accounts than formerly in 
use and in a reduction of 40 employees - an estimated annual saving in salary 
costs of $ 100 1 000. 

Strengthening of Accounting Policies and Procedures Staff. The Account-. 
ing Policies and Procedures Staff was strengthened during the year by the addi
tion of a number of systems accountants. The staff now comprises a stable in
tegrated gr·oup of systems accountants with well-rounded backg.rounds of pr·o
fessional academic training and commercial and Government experience. All 
members of the staff attended setninars on accounting and devoted additional 
time in order to keep abreast of changes in the fiscal and financial fields. 

Revision of Syste1n for Billing Medical Care Costs. A new system was 
developed for billing the three mihtary departments for medical and hospital 
care furnished to rr1ilitary and civilian personnel and their dependents. The 
system provides for a. daily preaudit and reconciliation by military liaison 
personnel of the services furnished, the issuance of summary monthly billings, 
and the payment by the local m.ilitary commands of charges for the services 
furnished. The preparation of detailed billings for services furnished to indi
viduals and the checking of the individual bil~ings by the local military com
mands and Washington military headquarters will be no longer necessary. The 
processing of billings to the Army under the new system has resulted in the 
prompt preparation and issuance of the billings, in an acceleration of payments 
by the Army, and in a substantial savings both to the Canal Zone Government 
and the Army. It is expected that billings to the Air Force and the Navy will 
be p,rocessed under the new system beginning in fiscal year 1958· 

Publication of Offici.al Tariff. The publication of an official tariff was 
partially completed at year end. The tariff deals with ·tolls, services, and 
products that are provided by the Canal organization and the applicable costs. 
Its distribution will provide users of the Canal and other consumers with de
tailed information not readily available. in the past and should result in fewer 
inquiries requiring consideration. 
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Cash Handling Procedures. A comprehensive survey of cash handling 
practices throughout the orgaiiIZation and a review of related directives were 
completed during the year. The survey resulted in the installation of revenue 
control n1achines to facUitate the recording and classification of all cash re
ceipts, to strengthen the internal control over cash receipts, to provide ma
chine receipts for collections of accounts receivable, and to expedite the de
posit of receipts. The survey also resulted in the designing and placing in use 
of an improved type of charge slip for credit sales. These new methods and 
forms enable the cashiers and sales clerks to carry out their duties in less 
time. The review of cash handling di.rectives resulted in their revision and 
codification into a single procedural manual which is scheduled to be issued in 
fiscal year 1958. 

Control over Accounting and Related Forms. The Office of the Comp
troller was given tlie responsibillfYTor esta51Tshing control over accounting 
and related forms in Decen1ber 1956. Control files were developed on a nu
merical, an organizational~ and a functional basis to facilitate the study and ap
praisal of forms. The use of the functional file revealed some duplicative 
forms and enabled pro·mpt re1nedial action. A survey of the railroad activity 
forms file resulted in the integration of reporting into nine forms in place of . 
63 forms previously required. Alsoj many forms were consolidated or elimi
nated in the course of reviewing and revising accounting procedures o 

Accounting Improve-ment P~for Fiscal Years 1958 and 1959 

Accounting Manual. A codification of the accounting manual is scheduled 
for completfon by the ena of fiscal year 1959. The manual will comprise vari
ous sections such as the chart of accounts, descri.ptions of individual accounts, 
accounting policies, 'accounting procedures, official tariffs.? and a plant unit 
catalog, including schedules of depreciation rates and service lives. 

Publication of Timekeeping Manual. A draft of a timekeeping manual 
containmg a dfgest of perllnent Iaws anu regulations and graphic presentations 
of standard timekeeping m.ethods and of methods to be followed in unusual cir ... 
cumstances, is present1y being reviewed by a special com.mittee. The manual 
will not be published until after final legislative action is taken on the single 
wage scale plan so that all.necessary changes in laws and regulations may be 
incorporated. 

Plant Accoimting. A comprehensive study of plant accounting policies, 
'procedures, and records was undertaken in February 1957 for the purpose of 
simplifying depreciation accounting and fixing more accurate service lives. 
This study resulted in a. decision in the latter part of the fiscal year to classify 
assets by subprograms rather than by organizational units. The revision of 
the plant accounting records as of July 1, 1957, and a determination of realistic 
service lives are scheduled for completion during fiscal year 1958 e These 
changes will require a restatement of plant capitalization and maintenance pol
icies and a revision of the plant unit catalog o 

Accounting at G_orgas HospitaL The continuing program to improve ac
counting at Gorgas Hospital includes planned changes to reduce the number of 
accounting documents, to _simplify the sorting of documents, and to strengthen 
document control; a simplification of in·-patient accounting~ including ·measures 
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to assure correct char-ges for services; and strengthening of control over phar
macy inventories. This work is scheduled for completion by the end of Decem
ber 1958. 

Divisional Accounting Systems. A review of the accounting systems in 
seven divisions is scheduled to be made during fiscal years 1958 and 1959. The 
review will include an analysis of the systems, a determination of the adequacy 
and' effectiveness of practices, and the development of well-routinized proce
dures. 

Retention and Disposal of Records. The establishing of retention periods 
for various records and documents, . developing disposal procedures, and the 
publishing of pertinent regulations are scheduled for completion by the end of 
fiscal year 1958. 

Usefulness of Oper.ating Cost Data. The use of activity reports by super
visory operatmg personnel in measuring operations and supervisory perform
ance, in pinpointing responsibilities, and in making budget forecasts is being 
stressed through lectures and graphic illustrations. This is a continuing in
structional program. 

Policies and Procedures Pertaining to Implementation of the Treaty. 
Policies and pro'cedures relatmg to the transfer of properties provided for by 
the 1955 Treaty with the Republic of Panama are .being developed for issuance 
upon the enactment of enabling legislation. 
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VETERANS ADMINISTRATION 

The Veterans Administration e·mbarked upon a planned program a number 
of. years ago to meet the broad principles and objectives. of the Joint Prog·ram 
to Improve Accounting in the Federal Government. The goals of this program 
have been substantially met in the system of administrative accounts and the 
insurance and G. L loan programs, as evidenced by the progress reported in 
previous issues of this publication; further effort is now being made (item 7 be-· 
low} to revise and hnprove the accounting system for certain other major ac
tivities such as the Veterans compensation and pension program, insurance 
benefit awards activity and the program for education of Korean veterans (P. L. 
550). 

Having attained this degree of progress the Agency was readily able to 
comply with the concepts of accounting and budgeting expressed in Public Law 
863 and other financial management legislation enacted in 1956. Efforts 
toward further refinement and simplification of this integrated system will 
naturally continue, however, reportable items will be relatively ininor in na-
ture. . 

Examples of some of the achieve·ments during the period covered by this 
report include: 

( l) Expansion of cost-· based budget presentations to include all VA appro
priations for fiscal year 1959. 

(2) Modification of the cost system for the supply program to provide 
management with more informative functional cost data . 

. (3) Simplification of inventory accounting processes for so-called "low 
sales" items of expendable property in the stock of the supply fund 
which represents 50 percent of the accountable 'items in inventory 
but accounts for less than 5 perce·n:t of the annual sales volume. 

(4) Development of an improved cost accounting and distribution system 
for the agency's printing and reproduction activities which strength
ened management and financia1 controls over these activities. 

(5) Improvern.ent of loan billing procedures, preparation of loan receipts, 
punch card collection procedures, lapse procedures and vouchering 
procedures in respect to the insurance programo 

( 6) Consolidation of field station general ledger reports were further im
plemented by the submission of punched cards prepared at the sta
tions. 

(7) Mechanization procedures for processing benefit payments have be~n 
developed and placed under test at certain. field stations. 

Plans for further improvement are represented by projects which are 
summarized as follows: 
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( 1) Formalize and incorporate in VA Budget and Finance manuals basic 
. VA budget policy and systems for agency-wide dissemination. Com

pletion Target: FY 1958 

(2) Study feasibility, coordinate and develop practicable plan for merg
ing into a single appropriation, the following construction appropria

, tions: (a) Hospital and Domiciliary Facilities, and (b) Major Altera
tions, Improvements and Repairs. Comple~ion Target: FY 1958 

(3) Study feasibility, coordinate and develop practicable plan for merg
ing into a single appropriation, the following: (a) Military and Naval 
Insurance Appropriation, (b) National Service Life Insurance Appro
priation, and (c) Servicemen's Indemn'ities. Completion Target: 
FY 1958 

(4) Study feasibility, coordinate and develop practicable plan for merg
ing into a single appropriation, the following: (a) Readjustment Ben
efits, and (b) Automobiles and Other Conveyances for Disabled Vet
erans. Completion Target: FY 1958 

(5) Formalize and effect a manual change in respect to the account and 
accounting processes designed to facilitate payments of obligations 
chargeable to lapsed appropriations. Completion Target: FY 1958 

·(6) Resolve problem involving necessity and practicability of obtaining 
extensive object distributions for use as accounting support to those 
portions of budget presentations pertaining to "common services re
ceived" and "reimbursable earnings." Completion Target: FY 1958 

(7) Coordinate and devise means to establish full consistency in the ap
propriation, organization and accounting classifications relating to 
the Office of Assistant Administrator for Constr·uction. Completion 
Target: FY 1958 

(8) Coordinate and resolve the problems relating to areas of asset acqui
sitions versus costs, in respect to the treatment of asset acquisitions 
in budget presentations and related accounting reports, whether re
placement items should be recorded as operating costs in lieu of de
preciation charges, whether asset acquisition costs should be identi
fied by activity cost center or identified at the applicable operating 
department central office and field levels and the general administra
tion level, etcetra. Completion Target: FY 1958 

(9) Evaluate supply fund surcharge policy _and the procedur:es involving 
supply depot shipments to field stations on a break-even basis, and 
develop improved means for field stations to compute and initiate 
transfers of supply fund cash. Completion Target: FY 1958 

(10) Study, coordinate and resolve problems of accounting and processing 
complexities entailed by the "Available Receipts 11 requirement to dis
tinguish between receipts and repayments in respect to National Serv
ice Life Insurance funds, United States Government Life Insurance 
funds, General Post Fund, National Service Life Insurance appropria
tion, and Military and Naval Insuran

1
ce appropriation, by endeavoring 
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to establish a justifiable and practicable means for eliminating this 
requirement. Completion Target: FY 1959 

( 11) Develop form.al documentation for inter- station and intra- station 
transfers of costs, to strengthen accounting control. Completion Tar-
get: FY 1958 

(12) Study the feasibility and economy of electronic data processing appli
cations to accounting, reporting and statistical operations. C omple
tion Target: FY 1962 

(13) Study the practicability of a further simplification of the system for 
punched card premium billing, renewal and dividend operations to 
eliminate the .preparation of notice work cards prior to release of 
premium notices to insureds. Completion Target: FY 1958 

(14) Develop an improved method of processing insurance premiums paid 
by allotment from service pay. Completion Target: FY 1958 

( 15) Explore the possibility of installing a system, similar to that used by 
many commercial insurance companies, whereby the VA would draw 
checks automatically. on the insured 1 s bank to pay insurance premi
ums due. Completion Target: FY 1958 

( 16) Study and test the advisability of establishing a new dividend option 
whereby insurance dividends would be used to reduce premiums. 
Completion Target: FY 1958 

(17) Survey current reporting processes and devise plans for expediting 
the consolidation and preparation of financial and cost reports, to in
crease the timeliness of these reports. Completion Target: FY 1958 

( 18) Devise and implement means to make the philosophy of budgeting and 
cost control appeal to all tnembers' of management from line super
visors to top executives by eliminating any elements of mystery 
through the progressive introduction and explanation of controllable 
cost areas~ the related budget and cost accounting classifications and 
the different types of cost controls. Completion Target: FY 1959 

(19) Study feasibility and economy of various types of electro-mechanical 
equipment applications to field station inventory, financial, payroll 
and cost accounting pr~cesses, and develop practicable integration 
procedures to accomplish by-product recordations and furnish related 
report data via direct input media to expedite Central Office consoli
dations of the respective reports. Completion Target: FY 1959 
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OTHER AGENCIES 

Civil Aeronautics Board 

The Board plans a comprehensive review of its entire accounting system 
by June 30, 1958, with the view of improving its accounting operations. 

A proposed change in the budget activity pattern has been submitted to 
the Bureau of the Budget for approval. This was necessitated because of some 
organizational changes and to obtain direct support from the accounting records. 

I 

The Board plans to develop procedures and establish additional general 
ledger .accounts to provide over-all accounting control with respect to payments 
to air carriers. Implementation of these procedures is to be ,accomplished by 
December 31, 1957. New, forms were presc~ibed for use.by air carriers for 
their. subsidy claims. The new form~ reduce processing time and facilitate au
dit by the board. 

Federal Civil Defense Administration 

General. The consolidation of the program and operations branches of 
the Fiscal Office was completed, eliminating duplication. Tl?-e system for 
posting all general ledgers by electrical bookkeeping machines was effected 
eliminating all manual :po·sting. Seven budget programs were defined and in
corporated in the allotment and accounting pattern for fiscal year 1958; thus, 
providing for budgetary controls by program areas. The National Emergency 
Financial Plan, as defined in Title III of Public Law 920, was revised for test
ing during Operation Alert 1957 and for use as an interim procedure pending 
formal acceptance. A budget execution system was .designed and installed for 
use in fiscal year .1958 providing for analysis of quarterly progress towards 
the annual financial plan in accordance· with accepted program areas. 

Contributions and Procurement Program. The Contributions program 
coding was expanded to provide better budget support beginning with fiscal year 
1957. All items purchased by and for the states under the Contributions pro
gram have been coded and the entire inventory is presently on Electric Account
ing Machines (EAM) providing a great flexibility of information. The Contribu
tions Manual has been completely revised and up-dated to reflect current poli
cies and procedures of the Agency. A voucher form has been designed and ap
proved by the Bureau of the Budget for all states to use in billing FCDA under 
the Contributions Program, thus assuring uniformity in billings and facilitating 
the processing of documents in the regions as well as at national headquarters. 
Accounts receivable of the state governments under the Contributions program 
have been adapted to EAM, providing for better review and follow-up proce
dures. 

Survival Program. The Survival Projects Manual has been revised to 
cover wo.rking fund procedures, advances, and procedures for FCDA procure
ment of non-expendable equipment for the performance of contracts initiated 
under the Survival Program. 
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Stockpiling Program. .The Stockpiling allotment ledgers have been 
adapted for EAM. The perpetual inventory system has been devised, approved~ 
and installed for EAM. Refinements are being made in the system and the ac
curacy of the pricing ·method is being studied. A fixed average unit price sys
tem (to be adjusted semiannually) has been devised for inventory valuation by 
location. Flow charts and procedures have been revised to conforrn with rec
ommendations made by the General Accm.~nting Office. 

Surplus Property Program. The new prograrn of Surplus Property for 
civil deTense purposes has been cmnpletely adapted to EAM. All items ob
tained by the states for civil defense purposes are inventoried by region, state 
and political subdivision (co·mpatible with Contributions program inventory). A 
procedure for monthly reporting has been put into effect for the use of manage
ment and operating officials. 

Plans for 1958. The National Emergency Financial Plan will be revised 
from expertence gafned through Operation Alert 1957 and upon concurrence 
from General Accounting Office, Bureau of the Budget, and Treasury Depart
ment, will be incorporated in the Emergency Operations Manual. Studies will 
be initiated for imple1nentation of accrual accounting and future submissions 
of cost-based budgets. Preliminary studies will be made of possible decen
tralization of budget and fiscal responsibilities and activities to FCDA regions. 
Completion of a Budget and Fiscal Manual embodying all procedures of account
ing and audit can be expected. 

Federal Communications Com·mission 

Accrual accounting. The agency has adopted the accrued cost concept 
as the 1Ja81s Ior its budgeting and accounting systems. The general ledger has 
been revised and accounts established for recording accrued annual leave, ac
counts payable, and operating income. Cost-based budgets will be produced. 

Fur su.ant to a recon1mendation by the General Accounting Office, the 
Commission has integrated the accounts of the International Telecommunica
tions Settl.ements fund with the regular accounts of the Commission. 

A revised chart and description of the general ledger accounts has been 
drafted and our efforts are being directed to completing the accounting, pay
rolling, and auditing manuals. 

Budgeting. The Commission completed and distributed a revised budget 
handbOO'k--wiil.Cllestablishes pro~edures governing budget making and execution., 
Record keeping operations were considerably reduced and simplified by consol
idating 60 individual field office miscellaneous expense allotments into one con
solidated allotment. 

Property and ad1ninistrative accounting. Subsidiary fixed asset property 
accounts have been brought under general ledger control. General ledger ac
counts for consumable supplies are adjusted annually on the basis of physical 
inventories. 

The voucher filing system has been revised. Vouchers are now being 
filed by vendor, rather than in bureau voucher number sequence. This elimi
nates the need for the payee cards formerly kept and facilitates location of 
paid vouchers. 
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Interstate Commerce Commission 

During. February 1957, a study was begun to determine to what extent 
the Commission would qenefit by conversion from a manual system of payroll
ing to a mechanized system. The study disclosed indications of the potential 
for greater economy and efficiency through the use of a punched card system 
of payrolling. A proposed system has been developed, and it is anticipated 
that the Commission will have in operation a completely mechanized payroll 
system prior to the end of 1957. 

Pursuant to joint regulations issued in March 1952 for the establishment 
and use of imprest funds, the Commission is making increased use of the sim
plified procedure for small purchases by installing such funds in seven of its 

. thirteen regional offices. ·As soon as adequate facilities for safeguarding funds 
are made available, the use of imprest funds will be extended to the remaining 
six regions. 

Following installation of a revised accounting system during the latter 
part of calendar year 1955, the Comptroller General, on February 27, 1957, 
approved the manual prescribing the system. The system provides for a con
version of accounts and reports to an accrual basis at the end of each month . 

. National Labor Relations Board 

The accounting system has been under revision to develop financial in
formation in accordance with the budget program. One of the principal ele
ments in the revision has been a cost analysis system for miscellaneous ex
penses, maintained on a current basis, which, together with an analysis of un
liquidated obligations at the end of each quarter, has eliminated detailed post
ings to allotment accounts and produces data for current and meaningful state
ments. 

A revision of the method of handling liquidations and expenditures for 
transportation requests and bills resulted in a savings of approximately five 
man days each month. The revised method provides for the liquidation of the 
obligation, on the applicable allotment accounts, based on the amount of the 
duplicate transportation request simultaneous with the liquidation and payment 
of the travel voucher. The amounts of the duplicate transportation requests 
are then entered in total to a transportation account against which the trans
portation bills are liquidated when presented for payment. This procedure 
eliminates the necessity for making distribution of transportation bills to allot
ment accounts. 

Revision of the payroll system from manual to partial mechanical proce
dures, providing totals-to-date, has eliminated the necessity of adding pay 
cards quarterly and annually. Procedures have also been developed to convert 
retirement and other subsidiary records to mechanical procedures in the near 
future. 

'\, 

During the current period the accounting system has been further revised 
to provide better budget and management information. These include: (l)'A 
monthly and quarterly statement reflecting by divisional level, the personal 
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service costs through the current rnonth, and (2) The projected cost, average 
employment, allocation of funds and savings or deficit for the current quarter 
and fiscal year. 

In conform.ance with the program for improving financlal management 
the agency will continue to revise its system of a:ccounting and reporting. Dur
ing the current fiscal year active consideration will be given to (1) the account
ing on an accrual basis for accrued annual and compensatory leave, and (2) im
proving the property accounting records. 

Office of Defense Mobilization 

In cooperation with the General Accounting Office, a survey of the budget 
and accounting procedures and practices of the agency was made. From this 
survey a nurnber of reco1n·mendations to simplify the procedures and provide 
better financial control were developed. The recommendations are being con
sidered by the agency for implementatlon in fiscal year 1958. A manual cover
ing a revised financial managernent system meeting the requirernents of Bureau 
of the Budget Bulletin No. 57-5 will be developed and submitted to the C ornp
troller General for approval. 

Following are rnajor accounting projects developed for implementation 
in fiscal year 1958: (1) expenditure coding system to provide for coding all 
paid docm~-ients other than personal services by direct or prorated basis as to 
organization, activity, and object classification; (2) card punching of these doc
uments to permit cost analysis therefrom; (3) addition of unliquidated obliga
·tions periodically, usually quarterly, to provide total obligations by con1ponent 
classifications; (4) sirn.plificaHon of the work reporting system to provide pel:
.sona.l services cost by organization and activity; and (5),reduction of the number 
of allotment accounts from. 3 7 to 12, by establishing the allotn1ents at a high 
level. 

The Commission's budget manual was promulgated for implementation 
on July 1, 1957. The manual outlines the various phases of budget administra
tion including the preparation and submission of annual operating budgets by 
progra1n and staff offices. During this period, several operating procedures 
relating to delegations of authority, policy directives, forms, procedures, 
etc., having continuing application to the internal budget and administrative ac
counting operations of the Commission, have been codified into a series of 
Budget and Finance Meni.oranda,. 

Small Business Administration 

Tabulating and Elect.roni.c Computing Equipment. A study was made of 
the practicabihty of adopting tabulating and electronic computing equipment for 
use in accounting and statistical operations. It was deter-mined that through 
the use of such equipment the present time lags in the recording of accounting 
transactions and in the consolidating of statistical data would be reduced con
siderably. Fu.rtherrnore, the information needed for effective management 
would be provided more promptly and economically. It is contemplated that 
this equipment will be installed and i.n operation during· the fiscal year 1958. 
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Simplification of Allotment Procedures. Allotment procedures were re
vised to reduce the ·number of hmitations in each advice of allotment. In addi~ 
tion, procedural revisions provided for placing the responsibility for control 
of additional funds in the regional offices for those costs which the offices have 
authority to incur. It was found that these procedural refinements resulted in 
affording allot.tees with far greater .flexibility in administering the funds. 

Interest Credit. Interest computations on repayments by borrowers were 
considerably simplified by eliminating the grace period. This simplified 
method r.esulted in a savings in time of personnel. 

Work Measurement. Refinements have been made in the comprehensive 
work measurement system, which was initially installed in the latter part of 
calendar year 1955. Data· obtained from the refined system is now being used 
to a large extent in establishing budget estimates and determining staff require
ments. 

United States Civil Service Commission 

Fi:i-ancial Management Improvement Program. The Commission has de
veloped a program for improvement of 1ts mternal financial management opera
tion with specific objectives in the areas of accounting, budgeting, and internal 
audit. The Steering Committee of the Joint Accounting Improvement Program 
discussed this program with Commission representatives and general agree-
ment was reached on all items. 

General Accounting. After one full year's operation under the accrual 
accounhng concept, the Commission is now in a position to present its annual 
budget on a cost-type basis for all of its appropriations and funds. Samples 
of cost-type budget schedules were developed and submitted to the Bureau of 
the Budget for review. 

Accounting and reporting procedures were revised for administrative 
expenses of the Government Employees' Life Insurance Fund to provide sepa
rate cost data for the main life insurance program as distinguished from life 
insurance previously carried with employee beneficial associations and now 
assumed by the Government. 

The Work Reporting and Cost Analysis System. Work was CC?mpleted on 
the codtficahon and issuance in manual form covering the operation and main
tenance of the Commission's Standard Work Reporting and Cost Analysis Sys
tem, and the manual has been submitted to the Comptroller General for ap
proval. This system, employing the use of work measurement and cost data, 
1.s the backbone of the Commission 1 s cost distribution and budgeting operations, 
and is integrated with the general accounting system. 

Internal Audit. The Commission has decided to expand its internal audit 
coverage to include a systematic periodic management review of central office 
and field organizational units. This review will be directed primarily to the 
question of how well the organizational unit is functioning and being managed. 
The program is now in the developmental stage and it is expected that, through 
test checks and sample studies, it will be completed around January 1, 1958. 
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H.etlrement Accounting... Revised instructions for use of all departments 
and agendes ortlie Governrn.ent in the discharge of their duties and responsi
bilities under the Civil Service Retirem.ent Act were approved by the Comp
troller General on May 15 P 1957. These instructions were incorporated in the 
Federal Personnel Manual and included in a reprint therefrom entitled 11Re
tirernent Manual," issued in June. This revision was necessitated by enact
ment of the Civil Service Retirement Act Amendments of 1956, approved 
July 31, 1956, 70 Stat. 743, and the desirability of providing up-to-date mate
rial to replace prior instructions issued in 1952 • 

The system and procedures for internal use in accounting for financial 
transactions affecting the Civi.1 Service' Retirement and Disability Fund have 
been revised and brought up to date. The system has been developed in manual 
form. and includes principles and standards, the general ledger and related 
records, billing and collection procedures, and reporting. A draft copy of the 
manual has been furnished the General Accounting Office for review and com
ment prior to submission of the system for formal approval. 

Life Insurance Accoun-ting. Revision of the system and related proce
dures TOrlnterna!use m accounting for the E·mployees I Life Insurance Fund 
was nearing c01npletion at the close of the year. This system is also being 
developed in manual form and :will include principles and standards, the gen
eral ledger and related records, collection procedures, machine accounting 
instructions~ and reporting. Completion is expected early in August when a 
draft copy of the manual will be forwarded to the General Accounting Office for 
advance review and co·m·ment prior to suhmission for formal approvaL 

United States Government Office 

Im.provements 'i.n procedures together with other simplifications have con
tdbuted to a reduction in. personnel of the Division of .Finance and Accounts dur
ing the fiscal year ended June 30, 1957. This reduction, of about 3. 3 percent 
of the total, was achieved despite an increase in the dollar volume of business 
by more than 7 percent over that of the prior, year. 

The following is illustrative of -constructive accomplishn1ents, together 
with other planned improvernents in the accounting system and related proce
dures of the Government Printing Office. 

Billing Procedures. A review of the methods of preparing bills for print
ing and.binding worK and of maintaining related accounts receivable records and. 
statistics resulted in a further m.echanization of procedures and in annual sav
ings in costs of about $16, 000. , 

Pricing of Printing and Binding Work. A Committee consisting of four 
officiaTSOTThecJffice ~rs-makmg a comprehensive study of the processes used 
in the estimating, accounting, and billing of printing and binding work for the 
purpose of developing recommendations as to the most acceptable methods 
that may be employed for these purposes. Emphasis is upon the achievement 
of more economical operations and further consideration of the related prob
lems of customer agencies. This Committee, with the advice and assistance 
of a representative of the General Accounting Office, has now been functioning 
for several months. Incidental to this over-all objective, significant economies 
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have already been realized and additional savings and other benefits are in 
prospect for the coming year. Annual savings already accomplished in this 
area amount to approximately $ 50, 000. Another favorable result, already 
achieved, is indicated by a reduction in billing delay from about 6 weeks to 
2 weeks from the time of completion and delivery of the orders. 

Electronic Data Processing System. Plans for the installation of elec
tronic data processing equipment for accounting and related operations are 

·progressing. Personnel is being selected and trained for programming and 
· operating the equipment and a letter of intent has been issued with a view to 
securing the new system about January 1, 1959. 

United States Information Agency 

The mechanized system for accumulating personnel statistics was re
vised to permit the use of larger punched cards to accommodate the need for 
more information on agency world-wide personnel for budgetary, management, 
and personnel operating purpose.s. The new punched cards provide more flex
ibility and permit the handling of changes and special conditions. 

An improved system of centralized fiscal control of grants made to non
profit organizations was implemented during the fiscal year. The control now 
includes a monthly reporting system on the financial status of the grants for 
reconciliation with general ledger accounts. 
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