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DART I

Imergency Accounting Orgaanization

I have been requested to tall: to you tonight about the svsten of
accounting established by the Treasury Devartuient to toke care of tiwe eiht
and one-half billions of dollars anraropricted by tie Congress in the ..cts of
1955, 1936, anc 1937, for work relief. I am zlad to have this oprnortunity,
because, in my opinion, it has conclusively cemonstrated that it is nHossi-
ble to maintain a syste: of accountin-, in the Federal Goveruicnt viiich vould
.compare favorekbly with tuose wmaintained b- our larsest o€ wost progressive
industrial cornorations.

If ou are sincerely interesteld in thz develonnent of a wodernized
systai of accounting in the Federal Governuent, I commend tn your most sarnest
ceisicderavion & study of tiie Treasury's emergency accountin, orgenization.

General outline of Governnent accounting srstem

In orcer tiaat you migut iiore clearly understand the rocedwre st up
to handle the emergency work relief aprrovriations, it may be advisable first
to sive you a _cneral outlinz of the accounting svsta: of the Govermasnt.

Orisinal systonm

It is frecveutly renaried thnt the Treasvi is still opercatin~ under
ti:e accounting system installed by .lexander Haililton. I do not lmow ihether
sucly renarks arc intended as & reflection on Hamilton or the system. Tut I
do know that tuc »nrincinles laid down b the First Con-ress in the orizinel law
are sound,

This law nHrovided tha?t no cclnowledsment of tae receint of moner into
the nubliec Treasurr shall be valid unless it is endorsed on & warrant of the
Secretary of the Treasur:. Likewise, no woney uay be withdraw from iie Treas—
ury excent on avt..ority of werrants issuved by tiie Secrotar— of the Treasury in
sursuance of e oronriations mwade by tie Consress,

The trutih about the accountin; svsten of the Governaent is that it is
not nearly so bad as a reat uany peonle outside the service believe it to be,
nor cuite so ;004 as wc:iy Heopnle lon: in the service censider it te be,

The cardinal Hrineipls upon which it is based is Article 1, Paragranh
7, Section 9 of the Constitution, which nrovides thalt "o monev shell be drawn
from the Treasury, but in consequence of eppropriations uade by law and a regu-
lar statesent of accounts of the receilts and exnendi tures of &1l »ublic nioney
shall be DHublizned from tims to time%,

The laiss whiciz aave been made to carry this —rovision of tiie Constitu-
tion into effect, so far as accounzin_: for receints and cxrenditures is concerred,
are the basis of the accountin: gystenrs The accounts nust conform to the anyro-
sriations ond such other lwairs as affect tiie distosition of tlie ione anthorizea to
be expenced. Avbove all, the accounting umust disclosc whether the cxpenditures
have becn made in conformity with the law,
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In tie beginning, of course, the busincss of the Government was rzla-
tively small unéG the accounting »Hroblens were counaretively simple. In 1792,
total receints of thoe Goverument, including postal revenues and receists frorm
the sale of Mublic debt oblijations, wiounted o less tiian nine  illions 21 Col-
lars. In 1915, just before tae Var, tie total receints from 2ll sources was
less thaa a billion doliars, I.. 1037, includin; »ublic cdebt issues ol ox-
caan;es, they lad jummed to «lmost 16 billions of dollars.

Not only nas the volume of noney transactions increcsed wyay tines,
ol

but ti:e chcracier of tihe Tinancio »1s cbiong and tae uethods ¢oing busi-
288 nave beenue ¢ uldbr"Dlj uore intiricate,
Difficulties

We knowr, t.rough 211 history, thet there as beon a daivision of tiownit
concerning the character ol control vhich the Trezsury Departiient should exercise
over tiie nublic monevs,

On the one gice are those wlo belisve that all finamcial vransaciions
T the Govermmont should be controlled thirou i tae Federal Treaswry, and that
the accounting shiould center in the Treasurv,

On the otaer sidie are those 1o helieve that the Treasury should be
more in the niture of 2 casliier -- t¢ collcet cnd disburss U.e Hublic noners
and to borrow funds vhen necessar;, They believe tuct once an ayrrorriation
is made to an cxecutive derartient, the matter should be ol no concern to tie
Treasur other ithun to tura tie wonsgy over to tae departuert vpon its wecuisition
ané that the 2ccounts of the Treasurr should reflect only total receinis wnd ex-
nenditures.

Then, too, there are wide Gifierences of orinion with regard to tae
manner in wiich the finacneial transactions of the Governient should be publicl:;
reported, »narticularly with roference to the operations of revenue-sroducing
cnternrises, sovernuental cormorctions, cnd so-callec revolving funds.

Soiie believe thiat the sross recel wts and expencitures of all agencies
should 50 irto tae financinl stateints to swell hoth sides of the Federal Budget,

Otvhsrs coutend t.ot the operaviong of revaive-prolucing enierprises and
revolvin, funds suould be treated in the noture ol snnexed budzets, ~nd only the
net result carried into the princinal finsncicl stotenaxmto.

It is ipossible, of course, to n»lsusz both sides,

O»rortunitics for irmproveiucnt

That there are sreat mogsibilities Tor improvin: the accowrting sys-
teir of tiie Federal Governmcut, no one ca: den;.

Thers is no such thin-, in the Federal Goveranent as a cowmylete cysten
of accounts in the seuse thot 2 single set of books reflects all the fincncial
trensactions of the Goveriracnt. Furtiernore, the accounts kept In the different
azencies ars on entirelv different bases, cs I will »nresentls noint out,.



Ceatral Accounts kent only on "warrant" basis.

The ceuntrel cecounts of the Goverimcent relatins te recz2invs, anihre-
prictions, wnd expounditures are, by law, maintained u-on .12 Docls of the
Division of Boolikkezning ;nd.lmrruntu of tie Treasury Denartuent., These accountis,
however, ure based only upon warrants issued br thie Secretary of the Troasury ond
countersisied by tie Compiroller General.,

A warrsnt is a formial documnent issued by tiie Secretarv of the Treusury
authorizing the setting up of an-ropriction accouats; the advance of money to Cise
bursing officers; the payment of direct settlements of the Genecral Accounting Of-
fice; and the covering of morney into the Treasuiy. Tley rerresent the so-called
centrol of Treasury receints and issues, but do not reflect the current Tinancial
transactions of the Governme.:t.

Let mo give you an illustratiou:

In the accounting for Government receints tiere are involvedat least
4 basis trcnsactions.

First, the ascgessuent of taxes;

Second, tie collection of taxes;

Third, tie deposit of tiae collections into o Federnl
bank or desianted denogitary for account c¢f
Treasurer of tie United States, and

Finally, the forwmal acknowledsuent of tie deposit iatc ths
Treasur;y on & coverin warrant.

1
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Cf these 4 traansactions only the lasgt is reflected in the central acccount
of the Trecsury Division of Bookkeeping and Warresnis.

Liow let us taxc the aurendifure side. The exrandl ture ol zoney involves
3 basic transacticis:

Dirst, the setting un of the ansronriation account;

Second, the arportionuent cf the o rropriction ”ccording to tie :wonths
in vhich she Tunds are Lo be oblifated;

Third, tie allotment of wonsyr to orerating units or field agencies;

Fourti, the incurrin; of cblisations c¢i various kinds a4 descrin-
tions;

Fifth, tiuz anprovel of vouchers for Haert;

Sixth, the advance of Tunés for credit to checking accounts of
dighursins oliiecers;

Seventh, the drawin’ of checlis by disbursial officers; aud

Finallv, the povment of toe checks by the Trezsurer of tue
United States.

Of all these transactions onl: two arhear in tas central zccounis of
tiue Treasur- Division of Booklkechin: and Varrants., One ol tlhese is the warrant
settins vy the anropriaticn zccount, ¢nd tixe other is the warrent zdvaieing
funds to ¢isbursin~ officers. (This ig subject to tis qualivicatlon that unler
tlie Txecutive Order of July 27, 1930, certain bucietery data must be re:orted to
the Treasury by the Ixecubtive Daneritimmts oud sstablisinaents).




Treasvrer's ficcounis

The second ciid. 2utirzely cifierent set or accounts ars those _rintzined
in tiie office of the Treasurer of the United 3tates, These accouzts are basaed
uon mones reccived and dighursec b the Trecsurer. The™ 2150 includs the

checkin’, accounts of Cisbursin, ofiicers.

When funds ars cdvanced by the Secretur, of thes Treasury to & Gisburs-
in; officecr, the werrant is rellceted as o caarje analanst we axyroosriction oc=-
count on the booke of the Division of BookkecHins wnd Varraants and « corresnond-
in, crccit in ths checking account of the digbursing olfiicer o thio books of ihe
Treasurer, The Treasurer docs not keeod a senarate account for eac.: arpropriation,
nor doas tiue Sceretary keen u senarats accouwnt for eacih dishursing ofivicer,

Disbursing Grfficers' accouats

The tiiird set or class of zccouats zare the afccounts wweintoained in the
various disbursing ofTices of the Govermaent. These accounts are on a different
basis from either set of accounts nrevicuvsly uvientioned. Pher ars based »rinarily
on advaiccs of funds to disbursing ofiicers throush warraints of the Secretar; of
the Treasury, and upon checlis dssued in daynent of Government oblisetions. To
sonie exteat disbursing officers clso account for collsctions received froim iilg-
cellancous sources through the various onervating asoicies of the Governnent,

Collecting Officers' accounts

Tue fourti and Tifth scts or classes of accounts maintained in ths
Governrient are the accounts of collectors cf custonms and collectors of internal
revenue, ‘There are 42 collectors of custons cnd 64 collszsctors of intermal rev-
ciue, The bulk of the Government's revenue is received turoush theses officers,
Their accouats are based principally on assessuants, collcocetiocns, =nd Treasury
cenosits,

Aduinistrative Apiropriation and Fund .accounto

The sixth set or class of accounts are hat are called aduinistrative

aoaronriction and fund accounts of the several celartments and estoblishicents
of the Governuent. IxesHt in the case of the Jlwergency leliel Irorra:, these
accounts are scatitcred throusiiout tae dearitixnts, bursaus, offices, ant field
services of the Govermient. Thay are based essentialls o Cfonsressional aHro-
nrictions, Dudgelt apportiomicnis, aduinistrative allotiienis, controctual and
other oblirctions, and anroved vouchers; wnd it gole casges include colloctions
from miscelianeous sources. It is t.is class of accounts which resonts the
most aifiicult problem in thc development of the CGoverniient's accounting systen,
It is also in this Tield thot the Tuersenc Treasur. Accounts orscaization has
made notable Hiogress during the nest tiro and onc-nalf veaers,.

Cest, Security, and Jroperty accountss

Finally, there are cost accounts, nint accountis, securits accounts,
supply accounts, and »rojerty accounts, - - all operated, more or less, as
senaratc sveteus.

o



Sumiiation

These various systeias have never been brousht to ether and corrslated
into & single systen.

I uwention these different systems, - - operated on different bases
and under different directing heads, - - in order that you mizht more fully under-
stond not only the difficulties, but also the opportunities which lie chead in the
development of the Government's accounting system. It would not be exireuely dif-
ficuvlt to cdevise a nlan which would bring all of these differcnt svystes together.
But the human factecr is somethins different, and coasiderably more aifiicult to
deal with because of the many divergent views and interests,

DART II

Heving ouvtlined the various systais of accounts maintained b the Govern-—
ment, I will now pmeeed to outline briefly how woney jots into and out of the Treas
ury.

Depogitaries

The moneys of the United States are kept in the Treasury at Weshington,
in Federal reserve banks, in the mints and assay offices, and in desi:nated bank
depogitaries. The working balance of the Treasury, however, cousists »rincipally
of deposits with the Federal reserve banks and s»ecial banls cepositiories, tae lat-
ter holding money on call froia the Treasury in connection with the scle on credit
of »ublic debt oblizations.

Federal reserve baiks

The Treasury's opcrations are carried on nrincinally taroush the Federal
reserve banks, each of which mnintains an accouav with the Tressurer of the United
States,

Thie bulk of the Governuent's rovenue is dencsited Y- collscting officers
in Federal reserve banks for credit ofl tle Treasurer of the Uniteld States. Like-
wise, checks, coupons, and »nublic Cebt oblizations of the Tnited States are »naid
by the banks and are charged to the Treasurer's account,

The work of finencial admiaistration does not cease wien appropriztions
for supnort of the Goverument ars made, Ap~ronriations are only Coniressional
authorizations to swend moner within specifiec liuiitations and for snecified pur-
noses.

Althonh the Consress makes ar ronrictions "from any moneye in the Treas-
ury not otherwise e»i ronrizted%, it iwst be roumembered that actually annroprictions
are not made from wone: in the Treasury ot the tine the ajrronriations ure made,
but rather in anticination of thiz collection of revenues., To the cxtemt that rev-
enues do not syncironize with eipenditures, or are insulfiicient to .uect sipeadi-
tures made »ursuvant te anpronristions, it is thie Treasur:'s reshoansibility to
raise tihe necessary funds tiroush berrowin< on the Hublic credit,
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Daily transfers of funds between Federal reserve haaks

in the forenoon of each business day the Treasury recesives talesranhic
adviee from each rescerve bank cencerning the awount on denosit for account of the
Treasurer of the United States at the close of business on the »revicus dar. Un-
on the basis of such baleonces and estimates of the receints and exenditures for
the day, the Treasury deteruinss whether tihere is euoujh iwoney in caca bank to
meet the Govermment's oblijations for tuat dar. In case onc banl's balance runs
lov, a sufficient amount is trausferred by wire frouw another bank tihroush the
mediua of tue Gold Certificate Fund.

Soecial depositaries

Waile the Treasury minteins a larse wor'iing balence witih Federnl re-
serve ba.lks, tie bulk of the Governuent's umone; is on denosit with secial de-
positary banks throuzhout the country;, renresenting, as I nave already indicatec,
tae proceeus from the sals on credit of »nublic debt obligmtions. This money is
subject to call by tne Treasury. Althougn the wmoney rohresented by subscrintions
to public debt cblizntions on credit is lef't witihh the vanks, csrtificates of de-
nosit are issued in favor of the Trcasurer cf the United States and the anouunt is
included in the Treasurer's cash balauce,

Seni-weekly calls

When exvenditures exceed receints, the balences in the Feceral reserve
banks are renlenished tiroughh the transfer of monzy froit the snecial depositariss,
This transfer is reflected in the Treasnry's asscts ¢s a reduction in the deposits
with special depositaries and o correshonding increase in the devosgits with Fed-
eral reserve banks.

At about 1 o'clock on Lionday and Thursdar of each week, the Treasury
estimates tie receints ant exvnenditures of the Governmeant for the ensuing week.
For instance, on lLonday, we estiwnte how imch money will be recoeived and aid out
by the Federal reserve banks tarough Saturday. If we find that the banks' balances
at the end of the week will be too low, we send out iunstructions to tie reserve
banks to call in a snecified nercenta e of the anount remaining on denesit with
smecial {enositaries on accouut of the oldest mublic debt issue.

On Thursdayv we roreat the oncration, estietin: the anount, if any, which
will be recuired up to the close of husiness on tue following Wednosday,.

In this way and througly erranjcuert of debt wrturities and interest Hay-
ments so as to fall in asavy quortorly tex seriods, the Treasurv is able to keed
the flow of money in and out of the Federal reszive hanks and tie woney uerkst on
211 eveil kKeel in s»nite of tue uaneven £lowr of revenues end ex endivures.  Althouzh
call sheets are made up twice eaci week, frecuently is is not necessary to call
noney in from the denositary banks.

Daily transcrists of accounts

At the close of each dar's business eacli Fedearal reserve hank transiits
to the Treasurer of the United States a trunscript of his account suowing the deb-

its and credits of the day's business., This transcript is supported by certificate
of deposit, paid checks, coupons, etc.
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Certificates of denosit

Under the law a certificate of cdenosit :wmst be issued by the devositrry
bank for eaci deposit, The original certirficate must be sent to thie Treasury, and
a dunlicate to the derositing offTicer,

After the certirficates of denosit have been clzared through the Treasurer's
accounts at Washington, they are sent to the Secretary of the Treasury whio issues a

covering warrant formally covering the money into tie Treusury.

Covering-in process

In the covering of money into the Treasury, the Depariient uses bookkeep-
ing machines. At the time the warrant is written there &re posted by carbon process
several records:

FPirst; a denositor's register on which is accuiwlated all dsposits re-
lating, to a particular depositor. This re:ister is wade in trinlicute, and at the
end of the month two conies are sent to tie Generaul Accounting Oifice for auditing
purposes. The other rewamins in thne serumnent files of the Treasur’.

The next record (Hrenared in the sae procssc) is a revenue of &))Hro-
priation re_ister (s tie case mav be) upon which is accurulated all of the dencsits
relatinns to a particular revenue or apvhronriation account. Tils recorc is nHrenurad
in duplicate and at the ead of the nonti one cony is sent to the General Accounting
Office for auditing surhoses aud the otier is retained in the nermianent Tiles of the
Treasury.

The third record is wiat is known as a Departacntal Denosit list, which
is sent currently to the oncrating ajency concerned in order that it way ve imued-
idately infoiried ccancernine the denoeits covered into tihe Treasury relating to suci
activity.

The devositors' rezister fvrnisued to the G:ueral. Accountin:, Office is
checlked asainst the accounts currcnt or collecting, cnd disbursing officers, and the
Dapartmental Denosit List is checlied by the executive derartment or onerating agenc:
against trinlicate cozies of certificates of cenosits. Tuis procedure provides &
double checl: uvon the covering of noner into the Treasury. So .uech for th. receints.

Ayronriations made by Coniress

Under Article 1 of the Constitution, no money i be withcrarn froii the
Treasury except pursuaat to aspropriation iade by tue Con-ress.

Accordingly, every owbdropriation made by the Consress is set un on the
books of the Division of Boclikesping and Werrants of the Treasury Departusnt. The
warrants setting un aprronriation accounts ar: based unon amronriation acts whieh
are certified b; the Dehrartuent of State. Defore tie arprovriation warrant is nosted
to the Treesury's books, it is sent to the Guneral Accounting Office for counter-
signature.

After the anpropriation warrant Lias been returnsed by the General Account-
ing Office, the Treasury seands to the executive denart.ent or onerating asency con-
cerned a cerviiied copy of the warraixt which is used as ¢ bosis for malling tie entriec
in the aduiristrative anvrorriction accounts to which I hove alreadw referred.
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Apportionments of aporepriations apyproved by Dudset Dureau

The next step in tihc oneration involves vhet is knowm es the avportionment
of the anpropriations,.

Under the so-callec /nti-Deficiency Act, the heads of the various denart-
ments and establishiwents were recuired to sc apportion their anprepriatiouns at
the beginning of the fiscal year in montily or other periodic allotuents as to
avoid the expenditure of money in one part of the fiscal year which would re-
sult in a deficiency in the latter nart of the year, An important clhange vas
made in budgetary procedure wher the function of niekinz such avnortionuents of
avphronpriations wes transferred to the Director of the Dudget under the Ixecu-
tive Order of June 10, 19503, This order was followed by tlie lixecutive Order of
July 27, 1933, wiich provided for a srstem of bucgetary accounts in the Treasury
Denart.ent, based unon rejorts fromn opnerating asencies.

Under these Orders tie oneratin, agcicies nrepare tieir anpertiomients shiow-
ing the months in which ther pronose to spend their moncy. Thaese apnortionments
are subnitted to the Bureau of the 3Bucsget for ansreval. After tuey have been
aphroved by the Budget Director tley nmev not be waived or mwodified excent upon
tue Budset Director's written apnrovel, Within the cuounts of these monthly
apportionuents the oneraiing asencies are autiuorized to malze cdministrative allot-
ments and to incur obligzations,

Apvorticnments of anpropriations are mcde only with resnect to the total
amount which mayr be eipended during & certain month or neriod under an a s ropri-
ation. They are not subdivided eithor vith resnect to perticular projects, types
of work, or objects of expoaanditure.

Allotuents made hezds of bureaus and offices

Subject to limitations of law, such uxtters cre left to the discretion of
the heads of bureaus and ofrices in Wesiaingtou, who nake "allotiwents"™ to field
offices for srecified objects of e:menditurce,

Lllotnents are in the nature of cutherizations to iacur obligsatio.s, and,
of course, must be kent within the monthl - apportioments o2 roved by the Director
of the Budcet,

Obligations

Within the amounts of allotmanis, and subject to lesal and administrative
restrictions or limitctions, project manesers and other authorized onereting
officials are authorized to employ personnel, neke nurchases, enter into con-
tracts, and make such other com:itments os way be necessary and »roner. In
the Governuent, these transactions are frecuently called "cncunbrances?, To
a large extent tiev are necessarily estiicted, adjustments beins rade to tle
actral amount wiren the vouchers are arovsd for Havment.

o

Ap»nioval of vouchers

Governiient oblizations @re paid only upon forus ansroved by tiiz Couztreoller
Ceuneral of the United States. The vrucher wust be zzecuted by the Goverizient
creditor znd delivered to an authiorized ofiicial for certificetions to tice of-

fect thiat the joods have beon delivercd or the services =erfomied. Under the
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Exedutive Order of June 10, 1933, certirfying officers are nersonally accountable
for the proper certification of vouchers. Tae voucher is then apnroved by =
hizher Government official and scheduled to a bonded disbursing officer for »noy-
ment,

Advance of funds to disbursing officers

But before a disbursing officer may pay the voucher he rmust have to his
official credit an available balance under the narticular e)sropriation in-
volved,

In order to »rocure such credit the head of the Denartument, bureau or
establisluzent in Washington must submit & requisition on the Secretary of the
Treasury for an advance of funds under the particular asjsropriation involved.
This requisition is sent to the General Accounting €ffice for arHroval before
coming to the Treasury.

Accoutable warrant

On the basis of the recuisition the Secrotary of the Treasury issues an
accountable warrant, - - so callcd beceusc tie disbursiag ofiicer is account-
able for tls »nreper expenditure or legal dishosition of the iioner contained
therein, As stated earlier this warraut is reflected as a cuarge in the appro-
priation accouat on the books of the Treasur: Division cf Dookkeenins cnd Var-
rants and as o credit in the disbursing officer 's checking account on the
books of the Treasurer,

Disburseuent

On the basis of the aynroved say rolls and voucltiers aud witiiin the total
amount standing to his credit on the Treasurer's books, the disbursing ofiicer
is authorized to draw cihecks in the payiient of Government obligztions.

This briefly ex»>lains the general Hrocedure in the handlihg of the Govern-
ment's business,

PART IIT

I now come to the third Hart of ry cdiscussion which relates to the account-

ing organization set-up by the Treasury Denartient to handle the emergency work
reliel a»npropriastions,.

On April 8, 1935, the Congress cnactel the Ruercenery Relief Apn»ropriation
Act, anprosriating over < billions of dollers for relizf and work relief., This
law and the Zxecutive Order of ay 6, 1935, issuad pursuant thereto, marized an
iiportant milestone in the field of Governmeat accounting.

The customary nractice of the Congress is to arpropriate funds directly to
over 200 different departments,establisiments, bureau, boards ané couiissions of
the Goverriient. However, in this case, the Congress placed upon the I'resident
of the United States the resnonsibility of administering and expending this huge
sum of mone;, which, in subseguent acts, was increased to croxinctely 8" bil-
lions of dollars.
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On ilay 6, 1935, the President issued an executive order creating the Works
Progress Administration wirtich was made responsible to tie President for the co-
ordinated execution of the work relief program as & whole, and for the execu-
tion of the projram in such manner as to remove from the relief rolls to work
on projects, or in private enployment, the maxirmm number of persons in the
shortest tine nossible,

In the sawe order the President directed the Secretary of t.e Treasury:

"], Throush the disbursing and accounting facilities under the Com~
missioner of Accounts and Deposits of the Treasury Department, to make
provision for all disbursewents from the funds eappropriated by the IZnergency
Relief Appropriation Act of 1935, subject only to such exceptions as the Sec<
retary may authorize, and to maintain a systen of accounts necessary to en-
able. the .President:

"(a) 'To exercise- executive control over such funds;

"(b) To provide current financial and accounting information
for governuental agencies concerned;

"(ec) To nske a complete renort to the Congress concerning ex-
penditures made and oblipgations incurred, by classes and
amounts;

2. Through the Director of Procurement to purchase, or to provide a
system for the »urchase of =all uaterials, suphlies and ecquipment to be
procured with the.said funds,%

The procedure established for the purpose of handlinsg the ZEmergency relief
appropriations is desizned to throw every protection around the allocation and
use of the funds.

Proposed projects are reviewed by the Bureau of the Budget prior to being
considered by the President, and before amy funds are made available for any
project, the allocation therefor is independently reviewed by the Comptroller
General of the United States.

Alloeations.of funds for the Works Frosress .adiainistrotion, the regular
Executive Denartuents and other Felderal azercies lLiave been made b the Presi-
dent in considerable detail generally for specific projects, many in comparative~
1y small individual anounts, Dacl anoiroved project is assisned an official pro-
ject number and set up on tue books of the emergency Treasury accounts organiza-
tion. The expenditures on account of the various projects are forually accounted
for every ten days to tiae Comptroller General of the United States, and are sup-
ported by detailed vouciers, contracts, and otlier documentary evideice.

In order to facilitate the work relief prograw, the Treasury Devartment
established separate aecounting, disbursing, and procurement offices in each
State. Funds are wade available. by the Treasury for projects in tae several
. states, territories, and insular possessions, through telegraphic facilities al-

most simulianeocusly with the anproval of the Treasury warrant., In this wanner
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the Treasury makes Tunds availabtle prouwptly upon the fulfillment of all legpis-
lative and executive recuirewents involving tie allocation of money under the
Act.

In settinz up the accounting and disbursing »nrocedure under the Executive
Order of lLiey 6, 1935, the Treasury recognized the following as fundeawental
requirenents:

1. The necessity for making payuwents Hrouptly;

2. The nscessity for wmeintaining effective eccounting control over
all allocations rede by the President, and determining that funds
arc used only for suthorized purnoses;

3. The necessit; for aduninistratively determining in advence of pajiuent
the legulity of vouvchers and pay rolls;

4, The necessity for providing an internal accounting check unon the
onerctions of disbursing officers;

5. The necessity for renderins, to tie Ceneral Lccounting Office at
freauent neriodic intervals, detailed accounts for independent
sudit;

6., The necessity for keeninz aduinistrative ssencies currently in-
formed concerning the financial status of funds 2llocated to each
official project;

7. The nececssity for campiling frecuent Heriodic renorts showing the
financial status of all funds;

8. The necessity for .aalzing a commloete annual accouvxating by tae
Zxecutive to the Coinzress, as recuired by the Emergency Relief

Ap»ronriation Acts.

Regulation No., 1

On June 1€, 1935, the Secretary of the Treasur;y issued Resulation No, 1,
soverning the adininistrative procedure for tihe ueintenance of a systoii of ac-
counts and disburse.ents under the Imergency Reliel Anpropriation Act. This
Rezgulation was approved by tne President, In it wers luid dowm the bvasic
princinles upon which the accountinz system would be based.

Organizzation

The reculation authorized the Coimissioner of Accounts and Denosits of the
Treasury Denartuent to establish and maintain a Treasury Central Accounts Of-
fice in the District of Columbia and such accounting and disbursing offices in
the several States as, in his judguent, were necessar’. The Comiissioner vwas
also authiorized to Drescribe such administrative procedures and to take such
other action as wmisht be necessary.

Tursuant to this autihorizstion there were established a Central Treasvry
Accounts Of{ice in Weshington, D.C.; and, as I have already indicated, seperate
accounts and disbursin; cffices werc established in each State, the District of
Columbis, and in the territcriel rposscssions. In llew York State offices were
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set up in Albany and in New York City. In California ofrices were set un in
San Francisco and Los Angeles,

Central Treasury Accounts Office

The Central Treasury Accounts Office consists of five major divisions
-~ an Accounting Control Division; a Voucher DI’rocedure and Review Division; a
Financial Reports Division; an Administrative Division; and a Field Supervision
Division. The Cormissioner's emergency staff consists of the chiefs of these
divisions, two snecial assistants, an executive assistant, and a jeneral assist-
ant, One of the special assistants is resnonsible for the study and developument
of iuiwroved acccunting nrocedures. The other is an expert on machanical opera-
tions and is directly reshonsible to the Commissioner for seein; that the mech-
anical equimment in all offices is »roducing results, - - not only maximum re-~
sults, but the results for wuich the equinment was accuired,

Accounting Control Division

The Accountin~ Control Division has two major functions, the first be-
ing the :mintenance of the control accounts, and the second being the adminis-~
trative exauination of the disbursing officers' accounts before ther are sent to
the General Accounting Office for audit and settlement.

Voucher Procedure aml Review Division

The duties of the Voucher Procedure and Review Livision relate to the
propriety of payments. Its main function is to see tiaat the examination of
vouchers and pay rclls in State ofiices is properly conducted; to =mdvise State
offices with respect to examination »probvleirs; to see that suspensions made by
the General Accounting Office in disbursing officers' - aecounts are properly
attended toj to review vouchers sent to Washing ton fer nre-audit; and generally
to keep the Coumissioner of Accounts and Deposits informed concerning the status
of this work,

Financial Reports Division

The function of the Financial Renorts Division is to corpile a com-
plete financial report every ten days showing the financial status of the pro-~
gran and a more detailed renort for transmission to the Congress at the end of
each calendar year. This Division is also resnonsible for furnisiiing acninis-
trative agencies in Washinzton with such information as they recuire,

Administrative Division

The Administrative Division is responsibile for matters relating to
personnel, supnhlies, office furniture, space, files,etc.

Field Supervision Division

The Field Supervision Division was created for the »urpose of assist-
ing the Commissioner in the sunervision of field offices; to see that the »re-
serived nrocedures are followed; to conducv laternal audits; and to riake recom-
mendations in the interest of economy and efficiency.
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Accountents-in-Charge

Accountants-in-Charge of State offices ave directly: responsible to
the Comissioner of accounts and Deposits, They are held strictly rsssonsi-
hle for results and thie efficient wansgeilent of their resspective offices,

Treasury Jtote Accounts Ofiices

The State Oflfices are set up alous the same general lines as tie
Central OfTice, so that the work of eack division will delinitely %ie into the
related d¢ivision of the Central O0frice, In this way the Commiissioner of Ac-
counts and Denosits cau lock to one executive oriicial in the Central (fiice
for informction and results in a certain field., The .ieads of the divisions,
both in Washington and the States, were selected upon the basis of taeir par-
ticular cusclifications and avilityy in cuiosen fields.

llajor problcus

The prompt nayment of workers and public ereditorg; tie coutrol of
funds within executive liwitotions; the legqllt' of rayments; and the prepar-
ation of adequate finauncial steatemcnts within preseribed tinme limits :re the
4 major problems of the Trecasury's State offices, The State offices «re so
organized as to accouplish these purposes in the most efficient and eccuomical
manner,

Prom>t pay.ients

The first problen, ntuiely, tae necessity Tor makin, »rommt pomient to
workers and public creditors, devends unon tie swooth working of taoe whole organ-
ization, narticularly the acccunds Division and the OIxaiination Division,

Zarly in the »rograil a procedure was devised so thnt

fice in Washingzton could tell within a fracticnal »nart of & d

cuired in the various stases of handling and paying a psy roll, from the end

of the nay period to the tine the cieck was delivered to the worker, This in-

formation was tabulatec botih geograniiically snd by ornanization units, so that

delajs could be localized with respect to both States and the admlﬂlbtratlvo
organizations within the States. In this .wanner the Treasury Accounts orzaniza-

tion is of assistance not onlr in the Tield of accountin, dut also ad.dnistra-

tion,

Control of funds

The accountin , coutrol of funds is Landled tlirou h the Accounts Divi-
sions of tho several State offices. Such divisions nuintain seueral ledzers and
deteiled rroject led »rs containing, about 250,000 accouwrts in all Statzs com-
bined. .amons other things, the jeucral 1aﬁ;crv coatrol the projeci ledgers and
also the finauncial trcuscctions of disbursing; ofiicers. It is the duty of the
isecounts Division to see thet obli v ious and disburse.cnts are ket wituin the
limits of funds available in the State, and also within the linitztion fixed by
the Prasicent with ressect to eaci mrgect., Tuoe iAccounts Division has two fur-
ther functions, namely, to oHroduce the ten~day and aimucl finrncial stat.ents re-
lat ing to the State, which are trousnitted to the financial Reports Division in
Waskington; and a trial bvalunce of the general ledger, which is traus.itted to
the Accouwiiting Control Divigion every ten days for the Dursose oi ancbling that
division to check the cisbursing Ofllﬂe“'S accountt in  wuakin the adainisira-~
tive examination,
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Legal ity of payments

The Division of Zawiinction is caar_ed with the resrensibility of
extuinin-s all documients before troosudission to tue Divisioen of Accounts., The
Division of Ixamination is orzanized into four secticns, nwicly, tiie rojset
section, riiich exaniies all docwients for the »Hurpose of gettiang up tiae Hroject;
a »nar roll section wiiichi examines all »Day rolls; a misccellaneous voucier section
w.ieh exa.iines all vouchers other than »ey olls; and a cueci verificstion secticn
waiel exemines copies of all clhecks issued b7 the aisbursing oflicor,

oy roll trouble unit

In some of the larger offices, in order to avoid delavs in naling pay-
monts to workers because oif ocucstions arising in tae exawination, the Treaswy
set up what is calleC a "»ay rcll trouble uniit", tec whidh all guesticned pay
rolls are Hrouptly referred. The Treasury arianced 1o nave staciocied in the pay
roll trouble units represcutatives of tue operating egencies in order that the
necessary administrative action .iizht be cxmedaited. These »Har 1rell trcuble units
were undoubtedly instrumental in evoidinzs serious situations wiicii inavitably
would have arisen through delays in making narents to workers,

Susnhensions by General Accounting Ofilice

Later tuere was cstablished in the Division of Czauinoatica what is
knaran as a "suspension renly unit", tie dut; of which is to see thwav ~11 nues-
tions raised by the General .ccouw tinz O0ffice in tie audit are Hrorsrly and Hro-
ptly attendcd to.

Suspensions, - - or "excentions" s tuey are souctiiies called - -~ nmade
br tihe General Accounting Office zre clussifiec¢ in the Vouclher Irocedure ané Re-
view Division of tiie Central Accouvntg Ofiice according %o orjanization uniis,
tyoes of wouchers, and reascns for tiie sus)ensions. Since many susheunsions are
based upon lesal or nrocedvral teciurcalities, State ofTices are constantly re-
mi aded to study vie vroes and recscns for sushenslons mede by the General Ac-
counting Cfiice in order to avoid repevivions,.

The Voucker Irocedure auxd Jeview Division in ilashington also compiles
everv tew doys a sumiery revort siuowint, with restect to caen State, the total
nuber and amount of sushensions to'ien by- the General Accouating CfTice; the
number and aaount cleared; and the outstanding suschoisions clussiiizd @s to
those under consideration ir the field, those bein” reviewed in the Central Of-
fice, a«nd those in the Genoeral Accounting (ffice nonding {urtler considerction.
In this manner tihs Coumissionser ol Accounts 2l Derosits is ilwars in Hossession
of current infomaztion concernins the status wnd condivion of disbursin; of-
ficerst' accounts,.

Stock of Llank checiks

The Division of Smaminavion is alse charged witi the reshonsibility of
médintaining a control over the stock of blank disrursing officers' clecis auad to
make a periodic audit of suclh stock,

Financial Renorts

The fourth nroblew, as I have already inciccted, invelves the prompit
dispateh of financial renorts to the Central Office in VWashinston every ten

L
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days. Since this is one of the major objsctives, there was provided in the
organization of the larser State Accounts offices an officiasl whose title was
"Special Assistant on Financial Reports®,

The principal responsibility of this officer is to see that effect is
given to all instructions issued by Central O0ffice in connection with the pre-
paration of financi:l reports; and to see that they are comnlete, accurate, and
dispatched within prescribed time limits., The smoothness and efficiency with
which this function is performed is indicated by the fact that tlie annual re-
ports consisting of approximately 500 pages were transmitted ta the Congress
within 9 days after the closc of the year to which thoy pertain. The State re-
ports, coming from all over the United States and the territorial possessions,
are tabulated and consolidatced in the Financial Reports Division of the Con-
tral Office according to act limitation, organization units, States, types of
work, ané objects of expenditurce. They show tic amounts allocated by the Presi-
dent, the amount obligated, tiae amount disbursed, the unobligoted balnnees cnd
the unliquidated obligntions. Trom thesc renorts it is possible to ascertain
the cmount clloccted s~nd cxpondod nnd the status of the funds of any orgonizo-
tion in any State.

Farm Sccurity (formerly Rescttlement) Loon accounts

There is another phasc of the work to which I hove not herctofore
mode refercnce, This work relates to the cecounting for loans cnd collcctions
in conncetion with the Farm Sceurity »rogron. The Treasury Accounts Officues
meintoin approximetely 640,000 borrowcrs' ~ccouits. From thosc accounts thoe
Department compiles periodienlly o stotcement showing the stotus of looms, in-
cluding ths cmount looncd, the maturitics, tiac collections with respecet to
both principcl and intorest, the delinquencics, cnd the unmnturcd lonns. In
tiic month of Dececmber, 1937, collcctions on thosc cccounts cmounted to almost
5 millions of dellars,

0

Thus for I have given n genercl outline of the orgnnizntion ond
functions, We will now proccad te o bricf discussion of proccdurc.

Flow Chnrt

I have brought with nc this evening o flow chnrt (MNotc: chrrt ne-
companics this tronscript) for the purposc of showing you grophicnlly how tiac
centrolization of accounting in the Treosury Dencrtment nffords the President
the moeons of cxercising cxceutive control over the work rclicf funds; ~nd how
it cnables him to mrke to the Tongress -~ full cccounting for the funds.,

You will obscrve thot the ehert is divided ot the center horizontal-
ly with = deuble linc to scpeorate the operations in the "Ficld? frem the ad-
ministrotive or contrel functions in the "District of Cclumbica",

Attoention is erlled to the large numernls, boeginning with the nuwmerel
1 in the upper rigit-hinnd corncr of the chirt. e flow of rwthority begins
with the Congress ot numeral 1, ~nd onds with the 2ccounting by the Zxccutive
to the Coengress at numcral 22,
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Appropriations

After an oppreprintion act of pnsscd by the Congregs, ot nuwacral 1, it
is scnt to the President for opprovel, ot nuwacrnl 2. The origincl aet is filed
in the Stote Department, and o certificd copy is dclivercd by the State Depnrt-
ment to the Preasury Departmont, ot numcral 3,

The initial oppropriction of 4 billions of dcllars in the Emergency
Relicef Appropriction Act of 1935 was sct up in ~ mostor ~pprepriction account
on the general books of tho Governmont in tho Divisicn of Bookkcoping cnd War-
ronts of the Treasury Department. Into this master acccunt were latsr deposited
the procecds of a 500 millicn dollar chock from the Recorstruction Finonce Cor-
poration,

Thore were alse trousforred to this account from other opprepricticns
certain unobligated balonecs, o8 authorized by the Act,  Subscquont apprepric-
. . q R .
ticns incrcased tihe tetal to cbout 8¢ billions of dollors,

Upon the boasis of 2lleenticns mnde by the Presidext, to wiieh I will
leter refer, funds arc transferrosd by worrants from this woster mporenristion
account to cthor cpproprintion accounts identifioed with limitcotirns ceontoinced in
the Act,

The baleoneco in the wster rnpproprintis account represents the cmount
available to the Presidert for further clloention te operating ageicics.

A copy c¢f cvery apprepricticn act is sont to the Burcau ¢f the Budget
at numeral 4, At the same time o copy of cvery cet olsc is scnt to the Comptrel-
ler General, although for the purposc cf clarity this ste» is cmitted from the
chort,

Allocctions of funds by the President

The first ste» in the executive contrel of work relief oxpenditures is
whet is Xknown ns the "Presidentinl alleeation of funds%.. Whilc it is customery
for the Congress tc ~pprcprictc funds dircetly t. oxccutive depnrticrnt cond estob-
lishments of the Government, the cmergency work relicf funds were ~Hproprinted tc
the President for cxpenditurc, in his discrecticn, subjecet tc cortain general limi-
totions on the totnl ~mounts which mry be used for voricus closscs of projceets,

Requests for nllocations cf funds cnd opprevel of projects tc be under-
token arc submittcd to the Burceou of the Budget for revicew ot numcrel 4 beforc sub-
mission to the President, ot numeral 5,  Presidentinl lettors of clloection &nd
lists cf coproved projeets ~re scut to the Trensury Denariuent, ot numeral 6.

Upon rcccint in the Trecsury Departaont of o order of the Prosiden
meking cin ellocation of funds, the Division of Bookkecping and Warr-nts of the
Tronsury Deporticant issucs an. appropriction transfer warrant for the pursose of
transferring tho amounts alloe~ted from the moster appropriction ceccunt on its
bocks tc scparate comtrolling accounts under the npplicable general limitations
of the apprépriation ncts. Such warrants, tcgethor with the suppoerting documents,
are sent tc the Comptroller General for ccuntersignrturc. liennwnile, on advanec
copy of thc President's order crntnining o detniled listing of the preojeccts and
the linitations, is scmt by the Ceatrnl Treasury Acccunts Officc to thc oppro-
pricte Stnte Troasury Accounts Officc for its advonec infrrmotion, but with
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instructions not to make the funds available until the receipt of telesranhic
advice that the warraut hias been countersigned by the Comptroller General,

This procedure enables the Treasury to make funds availablc in the States al-
most simultaneously with the approval of the warrant in Washington. At the
beginning of the program this practice was of great importance in the commence-
ment of projects and the putting of men to work.

After an appropriation transfer warrant is countersizned, a certified
copy is sent to the Treasury Central Accounts Office and is used as a basis for
charging the cpplicable limitations of the Act ond estaplishing the nceessary con-
trolliing nccounts.

Projecct Limitctions

In order to provide moximum flexibility in thc sclcection of projcets on
which work wns to bc commcnocd, the President suthorized projeccts containing lim-
itations which, in the aggregnte, ore considerebly in exeess of the amount of
moncy available, It, thercforc, became nccessary for the Tronsury to adont a
proccdure wherceby neccssary controls would be maintoined, not only with respeet
to individucnl projeccts but also with respeet to the té521 ~mount of cosh ~veilable
in cny onc State. This n2lso crcated the further problcecm of avoiding ¢ situction
where more projcets might be commenced then could be comploted within the total
amount oppropricted by the Congress.

Upon the bosis of the Presidential cllocotions cnd countersigned woerraonts,
"Advices of Allocation®™ orce prepared in the Trcasury Central Accounts Officc cnd
scnt to the cdministrators of the cgencics to waom the allocations ore mode, os
shown ot numbrel .7 in the chart, At the same time, the clloeations arc sct up on
the books of the Treonsury Control Accounts Officc to control the cdministrrtive
2llotment of funds under caech alloenticn,

Administrative Allctments

Upon rcceipt of the Advices of Alleention 2t numernl 7, Federnl adminis-
trotors in Washington whoe have Jurisdicetion over oo progrom issuc Advices of Pro-
jeet Autherization through which the allocected funds cre distributed to Stotc or
other ficld administrators. '

In order to mointein centralized accounting ceatrol in the Troasury, the
Advices of Projcet Authceriznticn, ofter issuance, arc scant te the Troasury Central
Accounts Office, at numecral 8, wherc they arc sct up on the bocks and charged to
the ellceations to which they pertain.

After posting to thce books of the Treosury Centrol Acccunts Officc they
are forwarded tc the appropricte State Treasury Accounts Offices, at numerzl 9,
The Advices of Project Authorization are then set up on the books of the State
Treasury Accounts Offices after which they are transmitted to the State Adminis-
trators at numeral 10,

Allotments

The next step in the operation is the allotment of money by Statc adminis-
trators for the operation of specified projccts. This 1is accomplished through an
Advice of Allotments.

In regulation No, 1, the term Mallotment® is defined as follows:
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"(j) The word 'allctmcnt' means tiic amount of ar authorization on
e prescrited form issued by an adninistrator or other authorized person
to a project manager, authorizing the latter to enter into contracts, to
make purchases or pay-roll commitments or to incur other obligations, for
a work projecte."

On Septcmber 28, 1935, Accounts and Deposits Ficld Office Memorandum
Noe. 74 was 1issued recquiring Statec Administrators to certify in cach casc whoere
an allotment was mode in an amount less than the Prosidential limitotion to
the offeet that the cmount so allotted wes sufficicnt to complote thc wrojcet
or & uscful unit of & projcct, As thc n~llotmonts arc mnde, the funds arc sct
aside on the books of the Treasury Stote Accounts Office for the purnosc of
the projcects indiccted in the cllotment. It is the duty of tho Treccury State
Accounts Officcs to scc thot obligrtions incurrcd nrc kept within the limitn-
tions of such allotments,

The Advices of Allotment, after issunnce by the State aduinistrotors,
arc scnt to the Troasury Stote Aecounts O0ffics, <t numeral 11, for the purposc
of establishing an accounting control over the expenditures to be made under
the allotments., After the allotment accounts have been posted in the Treasury
Accounts Offices against the Project Authorizations to which they pertain, the
Advices of Allotment are forwarded to the nroject manacocrs to whom the allot-
ments are made, at numcral 12,

Thus far it will be scen that the Congress cxercisces legislative con-
trol through eppropriations at numcral 1; that the Burcau of the Budgoet exer-
ciscs certain control through the revicw of proposcd »rojects befor. approval
by the President at numcral 4; tahat the President oxerciscs cxecutive control
through the approvel of indivicdual projucts and «llocaticns of funds for the
work to be undertaken on such projcets ot mvmwral S; tant the cdministrotors of
the ageneics rceciving the alloentions cxereisc aduinistrative control through
thc apportionment of allocotions by mocns of projoet cuthorizations at nuwwcral
7; that the State cdministrotors cxercisc oncrating contrel by mnking - llotments
undcr the projeet cuthorizations for specific prejects ond purposcs ot numcral
10; and that the Troasury Department cxoreiscs accounting contrel throush the
recording of appropriations, nlloecticns, project authorizations, and allctments
at numerals 3, 6, § 9, and 11,

Encumbrances for Pey rolls, Contrzcts, Purchase Orders, etc,

We next come to the obligations of funds.

A provision in the regulations upon which the Treasury Accounts COffices
placed particular emphasis is paragraph 12 (c) whieh recds --

"The records of the Treasury Accounts Offices shall reflect as
currently as procticable the nccruing 1linbility of the Government on
account of cach projecte To this cnd, Administrators ond other design~icd
officers shall furnish the oppropri-zte Troasury Accounts Officc such in-
formation as it may roguire.”

Copies of 21l contrncts, purchase requisitions or orders, nnd copies
of popers, adviees, nnd documents covering cncumbrances or obligntions incurred
arc rcquired to bc furnished to the appropricte State Treasury Accounts Office
promptly aftor issucnes. Zach pay roll submitted for piyument is accompanicd by
an cncumbrance document covering the ensuing pay poeriod.
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In order that the limitations fixed by the President with respeet to
the amounts of alloca+€ons andé also with rospcet to approved projeets may be
cbscrved, it is ncecssary that the obligations incurrcd, such.as pay roll com-
mituments, contractu, purchascs, ctc., be kept within thu bounds of administra-
tive allotments and projecet limitations. The numerals 12 and 13 in the chart
shhow the tronsmission of rbligating documents from the various projoet monagoers
to the Statc Treasury Accounts Offices wherc such obligations arc posted to the
allotment and projeet accounts previously menbticned in cenncetion with numcral
11.

Procurcmcnt

It will bce rcealled that under the Exceutive Order of Mny 6, 1935, the
President vested in the Prceurcrment Division of the Treasury Departicnt thce re-
spensibility for moking purchases under the Werk Relicf Program.  As I pro-
viously stated, the Procurcacnt Division maintnins State Offiecs in the sauae
citics in which the Tronsury Accounts nnd Disbursing officzs n~re loccted,

Whenever materinls, supplics, cquipment, cor contrictunl scrvices are
necded, it is nccessary for the opernting ~goney conccrncd to make recquisition
on the State Troasury Procurcment cffiecr. Howcver, boefore the Preccurcucnt of-
ficer will cnter intc o centract or cxeceute a purchase order, the requisition
must clear through the Treasury State Accounts Office for posting and certifi-
cation as to availability of funds,

It will be observed by reference to numeral 13 that the requisitions
are forwarded to the State Treasury Procurecricnt Offices, through the State
Treasury Accounts offices at numeral 14-A, This is done in order bthat the es-
timated amounts of the purchases mey be »osted in the allotment and projcet ae-
counts and a determination made as to the sufficicney of unoblicated funds zond
project limitations before the actual oblizations orc centercd into.

ics of »urcihnsu ordors arc sont by the State
Troasury Accounts Officc at numoral 15, in order that accounting adjustuwnts, if
ncecessary, may be mede for difforcuces betweon amounts contained in the requisi-
tions ond the purchasc orders. Copics of all oblisnting documents ~re returncd,
aftoer cntry, by the Statc Treasury Accounts Offices to the projeet menagers for
their informction os indicated ot numcrals 13 ond 14,

Promptly upon issucnce, cop

It would bc irprocticable teissuc for the Government ns & wholc rooson-
2bly currcnt fincneial stotcuicnts on nn ccerual bnsis, unless the accounts are
maintained under ccntralized supcrvisicn, Diffcercnt cfficoers of the Gevernment
have different idcis nbeout the monncr ia whiech nccrucd experscs should be re-
flected in the accounts cnd our oxpericnec in the handling of this progrom has
demonstrated that many administrative cfficcers do not apprecintc or attach proper
importance to the ncceessity for premptly rceporting the cbligntions they incur, cr
for exccuting the nccessary ccccunting docunonts for that purposc.

It is not sufficicat thot acccunts bo kopt on sterdand frrms ooid necord-
ing to uniferm rulces., They st be actively supervised by on organizntion of
troined accountants, who will see thnt the rules nre unifomdly rpplied in o mrn-
ner consistent with econony, efficieney, ~nd proper understnzding of r~dainistrn-
tive needs aond sound accounting praetice, This is cn iLmO“tr;t phtse of thc con=-
trol of work relief cxpenditures that hns bec: developed and put into offcet by
the Trecsury Deportment through its cmergcncy cccounts officcese.
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Contracts

A step which has been omitted from the chart, in the interest of sim-
plicity, involves the transmission of original contracts, togzther with such
supporting documents as are required for audit, to the General Accounting Of-

fice, Washington, D, C.

Disbursements

We now come to the disbursements.

Under Federal procedure no payments may be made except upon a properly
executed voucher or pay roll. All vouchers and pay rolls must be certified by
project managers or by such other persons as are authorized to do so.

The next step, indicated by the numerals 14 and 15, shows the trans-
mission to the State Treasury Accounts Offices of approved vouchers and pay
rolls by project managers. Approved procurcrent vouchers are transmitted to
the State Treasury Accounts offices by State Treasury Procurencnt offices as
shown by numerals 14-A and 15,

Beforc vouchers and pay rolls are transmitted to the State Treasury
Disbursing Offices for payment, they arc given a Trcasury prc-audit in the
State Treasury Accounts O0ffices, The principal objccts of this Treasury pre-
cudit are to see that the voucher is in liquidation of an obligation legnlly
incurred; that sufiicient funds are available for poyment; thnt the voucher
has been approved by a duly authorized administrative officer; and that nec-
essary supporting documents are present. In this connection it should be
mentioned that under the Treasury's system, illegal expenditures to some ex-
tent can be prevented through the examination of encumbrance documents prior
to the actual incurring of obligations.

After the vouchers and pay rolls have becn examined in the Treasury
Accounts Office, they are transmitted to the Treasury Disbursing Officc for
payment. This is indicated by the numerals 15 and 16, It is the rcsponsibility
of the disbursing officers to draw the checks and mcke the payuments to the iden-
tical persons nomed in the vouchers and pay rolls and for the amounts approved
therein.

The chort shows checks going from disbursing officers to payccs. They
are pnid through Federal Reserve banks.

Analysis of Unliguidated Balances

An importnnt fenture of the Trecsury's emergoncy accounting proccdure in-
volves thc preprrotion of o monthly detniled listing of unliquidated obligations
and the tronsmission of such lists to the ~dministrotive cgencics for examinntion
and follow-up. This is in the naturc of & "weccding-out"™ process. By that I
mean that in this msnner the Treasury is constantly "weeding-out"™ of its accounts
accruals which for one renson or another do not represent liabilities,

The necessity for this is apparent when it is realized that the accuracy
of the accounts depends in a large measure upon the proper reporting of oblign-
tions incurred by thousands of different individuals connected with ~ndministra-
tive agencies., Another purpose which is served by this practice is thnt it calls
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to the attention of responsible cdministrative officers delnys in the ssttlement
of amounts due public creditors. Herc agein, the Treasury accounts offices nre
of service not only in tho accounting ficld, but ~lso in the field of ~dministra-
tion, E

Check Verification

Another fecturce of the system is the immedinte verification of chocks
issucd by disbursing officers. It will bc noted that carbon copies of chacks
are immedictely tronsmitted to the Btete Treasury Accounts Offices wherce thoy
~rc cxmuinced to see thot the cheeks have been issucd in the proper acmounts to
the persons specificd in the vouchers cond pay rolls. To 2o considorable cxtent
it has been possible to accomplish this cxominntion buofore the checks are ro-
lecascd by the State Trcasury Disbursing O0ffices to tho nayces. After exmmin-
ation in the State Treasury Accounts Offices, chcck copics arc transmitted to
the Gencral Accounting Officc. Tho Stotc Treasury Accounts Offices clso moke
periodic audits of the stocks of blonk choeks for which the distursing officers
arc accountable,

While not shown in the chart, the Treasury Accounts Offices maintain
controlling accounts with respect to the accountability of the disbursing of-
ficers for funds advanced to them and collected by tiaem, Subsidiary accounts
are also maintained by the State Treasury Accounts O0ffices relating to all trans-
actions of the disbursing officers, regardless of whether such transactions in-
volve changes in the cash balances for which the disbursing officers arce account-
ablec.

It will be secn that the Statc Treasury Accounts Offices act as a dual
check, first, upon administrative officers who, on thc one hand, incur obliga-
tions, and sccond, upon the disbursing officers who, on the other hand, pay the
obligations,.

Indepcndent Audit by General Accounting 0fficc on 10-day basis

Numerals 16 and 17 show thc transmission of paid vouchers and pay rolls,
and zecounts currcnt which they support, from the State Treasury Disbursing 0f-
fices to the Treasury Central Accounts Officc,

Disbursing officers nrc bonded for the faithful performonce of their
dutics and under the low croe rcquired to nccount to the General Accounting 0f-
fice for all Treasury advonees, rcccipts, and cxpenditurcs. This is accomplished
through thc periodic rendition to the Gencrnl Accounting Qfficc of an account
currcnt in whieh thce disbursing officer chorges hims21f with 211 Treasury od-
vancces, and rceccipts and tekes credit for cll oxpenditurcs. These nccounts must
be supported by ccrtificd vouchers, pay rolls, ~nd other original papers. It is
the genercl practice for disbursing officers to render their cecounts monthly or
quarterly; but rccognizing the valuc of o prompt accounting ~nd z2udit of the vast
sums of money to be exncnded for work relicf, the Treuasury arranged with the Gon-
eral Accounting Office for cudit of thesc accounts on « 10-day bosis,

Administrative exemincotion of disbursing officcrs ' cecounts,

Under the law, beforc accounts arc rendercd to the General Accounting
Office for oudit and fincl scttlement there must be wode in Washingtor what is
called an cdministrative cxcmination., This is usually done by or undor the hend
of tho opercting service in Washington, but with respoet tc the disburscicnts
made by Treasury disbursing officcrs fnr cmergency work rclicf, thc President
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vested this responsibility in the Commissioner of Accounts and Deposits.

After administrative examination in the Treasury Central Accounts Of-
fice, the accounts current and puid vouchers, together with any exceptions noted
in such examination, are sent to the General Accounting O0ffice for post-audit of

the vouchers and settlecment of the accountc as indicated by the numeral 18,

Finoncial Reports

We now comz to the finmncicl reports,

The compilation of the fincneicl reports is onc of the most interest-
ing as well as onc of the most important functions which the Treasury Account-
ing Organizotion performs. The dispatch with whieh these roports arc compiled
is cvidencc of the smoothncss with which the wholo accounting orgnniz~tion op-
crates.

From the beginning of thoe progrrm, & complcte finoneicl roport, in sum-
mary form, has been made aveilable cvery 10 days for the information of the Pres-
ident ané othersconcerned, ond a detailed amnucl report hos been tronsmittoed to
the Congress at the beginning of cach rogular session as required by low,

The usefulncess of rny finnncial rcport for purposcs of rdministration is
in dircet proportion to the promptness with which suech report is furnishcecd after
the closc of the period for whieh the report is mnde, The 10-dcy sumatry reperts
arc placed in the hands of thoe President within ¢ few days ~fter the closc of
ench 10-doy periode. The ~mmutl reports crce compilced on the brsis of the calcendar
year ond arc aveilcble to the Congress within € doys after the close of the yenr,.

These financial reports show the status of the appropriated funds as to
Presidential allocations, administrative allotments, obligations, expenditures,
unobligated balsnces, and unliquidated obligations, and arc classified according
to Congressioncl limitations, orgenization units, strtes nnd regions, types of
work, cnd objects of cxpenditurc. The reports also contnin tables showing com-
parative dnta cccording to 10-dav, monthly, and yecrly period.

Numer:ls 19 and 20 show the transmission of the Stnte renmorts to Wesh-
ington for consolidation. These reports arc submitted to the Centrcl Accounts
Offiec in Washington within 72 hours after the close of ench accounting period,

Before the State reports orce consolidated in Centrel O0ffice thoy are
cheeked ngninst the centrol occounting controls.

Numersls 20 cnd 21 shiow the tronsmission of finnncicl reports by the
Secretary of the Treosury, nwacral 20, to the President ot numercal 21, This is
donc cvery 10 days. And numcrals 21 and 22 show the accounting by the President
to the Congress, annuclly.

Although not shown in the chart, the State Treasury Accounts Officcs
also provide Stote ndministrotors (ot numernl 10) and projcet mrnngers (ot numeral
12) with cecounting reports for operating nurnoscs.
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Extrocts from President's report (exhibits)

It is difficult to give an n~ndequate word picture of the fincncinl re-
ports which are submitted to the President every 10 dnys cond to the Congress
onee ~ year, cnd in the limited time avoilsble I will not be able to cover all
phtses of the report.

My talk this cvening is clready too long and I ~nprecictc your ~tten-~
tiveness, Your rcalige, as I do, thot thore nre mony motters rolating to thoe
Government's accounting systom which I have not touched. My principnl difficul-
ty in precporing my address wos once of sclection and climincmtion. I could not
close this discussion, however, without answering to the best of my ability &
question which must be uppermost in your minds, and which is more important
than anything that I have said. The question is:

What is wrong with the present accounting system and what cean
be done to improve it?

0f course, it would requirc somec time to explain in detail whnt might
be done to improve thne prescnt accounting systen, but the whole probleu con be
reduced to organization, personnel, procedurc, and the law. VWhen proper prin-
civles hnve been adopted with respeet to cll thesc nntters, improvement of de-~
tails will follow in duc coursc.

In the first place, thorce should be preseribed cither by law or Ixccu~-
tive Order, if possible, the bnasic principles upon which the wiole tccounting
systom and fisenl procedure shnll rcst,

In moking appropriations, distinction snould be made between operating
expenses, grants and subsidies, loans, and capital expenditures.

I will give you just one illustration in order that you might anpre-
ciate the difficulties under wiich the Treasury's accounving organization must
operate. Firs bear in mind that the accounts must te kept strietly in accordance
with the law, and the Sceretary of the Treasury is rcquired to rcender an annual
report to the Congress showing the cexponditures under "each scparate head of ap-
propriation®.

Under the Act of Junc 16, 1933, the Governor of the Farm Credit Adminis-
tration purchased $144,500,000 of stock in the Banks for Coopcratives, Poymeat
for the s8tock was made from the Agricultural iLinrketing Pund crcated in 1929,

The official accounts of thce Treasury Division of Bookkecping and Warrants,
thereforc, do not adequatcly roflcect this transaction. Under & proper nccoulting
system thc Sceretary of the Treasury would have been authorized te sct up o scp-
arate ceccunt, the title of whieh would properly dcscribe the nature of the trons-
action,.

The situntion with respeet to the purchesc of 3 120,000,000 of stock in
Production Credit Corporations is even worse. This stock was purchased from 3
different funds, viz:

$55,000,000 from seed and feed loan funds relating to the years
1921 to 1932;

45,000,000 from funds allocated by the Reconstruction Finance
Corporation for crop loans; and
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$40,000,000 from a special eppropriation,

Under o proper accounting system the Treasury should have been auth-
orized to set up on its books a scpurnte ceccount undeor o title "Subscriptions
to stock in Production Crcdit Corporations", transferring to such account funds
from thc cccounts indicated, if, as o matter of policy, it was determincd that
the latter funds should be used for purposcs other tann thosce for waich origin-
~1ly appropricted.

lorcover, sincc the cccounting should squorc witha the cppropriations,
the cpproprictions should be made in such mrnner ng will frcilitate functionzl
classificntion. There should bo a requirement that nll rccoverablce nsscts nnd
all liabilitices bo refloeted in ceutrel control nccounts. There should be
brought topetncr in such nccounts oll cssential dotn reloting to the financial
operations of the Government. This should be done in such momner as will pro-
vide for the neo2ds of o1l efficeors conccrncd without unnccecssnry durlication
of cxpensce and cffort, there should be ~ proper classific~tion of
pcersonncl cngosod on work ~nd propcer stondcrds siculd be sct for
their sclection,
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