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BUDGETIN(x AND ACCOUNTING PROCEDURE% ACT
S OF 1950 :

. TUESDAY, JULY 11, 1950 - -
- - PR B \
Housk or REPRESENTATIVES,
Coxerrrer oX EXPENDITORES, IN TRE
= - Execunivk DEPARTMENTS,

Washington, D. C.

The committee, pursuant to \L\'l" at 10 a, m,, in room 1501, New
House Oflice Building, Hon. William L. Daw sun, chairman, prebldmg
The Cuamzax. Will the committee come to order? )

We ace-meeting this morning for consideration of H. R. 9038, It is
a bill that will authorize the President to determine the form of the
untional budget and of dep‘utmentnl estimates, to modernize and
simplify Govesnment accomnting sind auditing methods and pro-
cedures, and for-other purposes. - :

(H. R, 9038 follov"y

[H. R. 0038, 81st Cong., " 5088.)

A BILY, To nuthorlze the President to determine the form of the national budget nnd of
Aenarrmentn) estlantes, to vdernlze and shinplify - governmental accounting and audifing
methods and procedures, and for other purposes

Do it enacted by the Senate and Heonse of Representatives of the Ciuted States
of America in Congreass ussndlad, That this Act may be cited as the “Budget and
Avcounting Procedures Act of 1950,”

.. . MTLE I--BUDGETING.AND. ACCOUNTING.
Pant I—BuUIGETING
DKFINITION -~

Sre, 1L Seetlon 2 of the Budget and Acvountlng-Act, 1021 (42 Stat, "0) is
amended by audiding ut the end thereof the following:

“The term ‘sppropriations’ inludes, in approprinte context, funds ard authorl.
zutlons to credite obligntions by contract in advance of: Jippropriations,”

TERFORMANCE RUDGET AND REGULATIONS.

© fre., 102, () Seetlon 201 of such Act 18 amended to rend a8 follows :
"brc 201, The President shall transmit to Congress during the fivnt fifteen duys

"~ ¢f ench regular sesslon, the Budgot, which shall a1t forth his Budget messige,

stmmary data and text, and hummrthmdotull The Budget shall set forth [n such
form anid detall as the Presklent may deternine— -

*{a) functlons and activldes of the Government, constituting a ‘pertorni-
anee-budget s

“(h) n wuwgmln-\ of upernting, and of eapttal and fnvestmient programs;

“{¢) any other desivable elussifieations of datu ¢

“(h) a rc-unncllln‘lon of the-summary dati on oxpeudlmﬂ-u with-proposed

) uppEs n'hulous.
%) st mmlmmmd.monosedum)mmluuu.m.nmssntv.l..-hln_

-]uugmu-m for uw support of the Qovernment for the ensuing fikeal year, exespt
L1 ) - ‘
i N o
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that estimated expenditures and proposed appropriations for such year for +

the leglztative brinch of the Government and the Supreme Court of the

United States shall he teansmitted to the Prestdent on ar before October 15

of each year, and shadl be included by him in the Budget without revision:

M(f) estinated receipts of the Government during the ensuing flseal year,
mder (1) laws existing at the fune the Budget ix tansmitied and-also (2)
umh-r the revenne proposals, if any, contained in the Badget;

‘) aetual appropriations, expenditures, and receipts of the Govermmuent
during the last completed fiseal year;

sy estimated expenditures el receipts, and actual or proposet] appro-
p i.umm of the Government during the fiseal year in Progress:

“1it bhalaneed statenients of 11) the condition of the 'l‘l'v:lsur,v at the-end
of therlast vnlupll ted liseal pear, €2) the estimated condition of the Treasury
at the ond of the tiscal yeuar tn ProgEre sn and (37 the estimated condition of
the Trenstry at the end of the eusuing ttsenl year if the dnanelnt projosalds
contained in the Budget are adopted;

“(h all exsential fuets regarding the bonded and other indebtedness of
the Government ; and

k) such other fingmeial statements atd data as in his opinion are neces-
sary or desirable fn optler to supke known in all practioable detatl the tinaneial
condition of the Government."™

th Ses<fan 208 of suceh Act is amended to read as-follows :

“Sre, 23, ) Phe Presidient from time (o time may transtlt (o Congrass suel
preoposed sapplemental or deficieney appropriations as in his judgment 1) are
neeessary olt aceotint of Lws etacted after the transmission of the Budget, ov
23 are otherwise in the publie interest. - He shiall aceompany such proposals with
a stitement of the reqsons” therefor, ieluding Jie reasons for theie omission
from the Dudget.

) Whenever stich proposed supplementat or ddficleney appropriztions reach
an mggregate whieh, §¢ they hid been con alned fn the Budget, would have
1equived the President 1o mgake a reeonnuendation nmh-r subsection (i) of svetion
2022, he shal) therenpon make sueh reeolmmenaati- n,”

T8ke, 200 Pxeept as otherwise provided In this Aef, the contents, “arder, and
arratcement of the provoss 1 appropristions il the staiemeuts of exp -ndnun's
il gatitastled oXpenditures contained i the Budget or transmitted. undey
seedion 2008, aned the wotes aad other dida subinitted thevevith, shall contorm to
resgitivements prese Sl by the President,” -

(40) Seetfonn 205707 such Act is amended o read as follows:

*Nre, 206, Whenever any basie change (s maude in the form of the Buadget, the
President, in additon to the Badget, shall trapsmit to Congress ssich explasitory
nuu- amied tables as iy be necessary 1o show Whoere the varfons ftems embraced in
e P T of the priar yenr are contained Iy thapew . Ridoet.”

) The lnst sentetice of seetion 207 of such et is amended Lo vepd as l'olln\\‘\ :
The Burean, under sach rodes and realutions as (he Prestden, niny pl'(mlllm
statt) pregare the Budget, and any proposed suppleinental or defleleney appropriae
tions, i to this erad shadl Isve anthos Ity (o dassemble, corvelute, revise, reduce, oy
tmervase the requests for appropriations of the severad departinents or establish.
ments”

1) Section 211 of sueh Act i nnended Lo read as folknvs:

S, 20L The head of each departtent and establishiment shanhl prepave or
vittioe fa be prefared in each year his regiests for vesular, supplemental, er de.
fictenes upproprintions,” -

() Section 200 of =uell Aet I amended to veud ay follows:

“Nie, 20U The iend of eaclk department abd establishment shall snbonlt bls
FesUrs for approprintlons to the Burean ol or Lefore o date which the President
shitdl determtoe, T ease of his fallnre todu so, the Prestdent shall @ ase suely
tegqilesds Lo il pepated s dee pecessary to ennble bl te dnelude suel rc-ulu"-H

Al the Buduet i vespeeet ta the work of such depavtine’ o or establis huent

Iy Seetlon 218 of sueht Aet Isamended to read ns follows:

e 28 Regquoests for regilar, sopplementnl, ur delleteney up ,..prhum"\
whicl ae sabmttedd to the Butean by the head off gy (h'l’lllllllulll - estublIxh-
ment shall b preuired aaud subimltied s the Prosbdent may tll*h-rm' b nreords
wnee with the prozisions of seetlon 201, 0 ' L

. N
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W

TR, \NHITOR\' PROVISIONS

Sk, 103, Tn. urdcr tu expedite the conversion from prosent hud['ctin" x\nd ac-

s antigmethuds to the performance type of Budgel conlcplated in the amend-

-1 'ut~ wade Ly this. part,.the head of each depariment and establishment In the -,
exed itive branch of the Governmeni, with the approval of thc President, is ‘—
authot izad.and-directed, until the end. of the second full fiscal ¥Car following the
daie of the eretnent ot this Act, to miake such trinsfers wud uuljuslmcm.s within
his Jeparupent or estihlishient betw een appropriatiobs avial xlllc fur uvbligation
by such dupartment or establishment in such manner as he decms necessary to
causes the vblleation-and adndnistration of fundas and the repurts of ;\1x-mlxturca
to re-fect the financlkicd requirements of the tunctions and activities of the depart-
ment or estabillshment.  Reports of teansfers and adjustiments mitde pursuant to
the autheriy of Ulla section shall be made currently to the Prestdent and the
(‘on::rc.s«

: ﬁ»;_* GOVERNMENT BTATISTICAL ACTLITIES

. SeC. I(H 'lhu Presddent, throngh the Director of the Durenv of the Budet, is
uulh srizal an Y direcied to dev elup progrums and to Issue regulatrons and orders
fui thie muproved gathering, complling, wamlyzing, publishing, and disscminating
of atatListical informition for any purpose by the varlious agendes o the eaceutive

“ah of the Guverninent.,  Suoch regulations and orders shall be adhered to
by suceh agencles, - .

IMPROVED ADMINISTRATION OF EXEQUTIVE AQENCIES

Ste. 105, The President, through the Director of the Burean of the Budget, is
atheriznl and dirceted to evaluate and develop anprosed plans for the urganl
Zitlots, cunrdinatlon, and management of the eaecutive L mmh ol lh(. Gouverhiment
with a view l" eflic nt and economienl rervice, ~

BUSINERS-TYPE nUI)GHTS '

Sk, T The first t\\ u suntences of section 162 of the Gu\ ernment Corpuration
Control Aot of TH3S (59 Stat: 5975, are amended to read as follows : "Fach wholly
olied Gy raent eotpotation shadl canse to by prpared annually a business type
badget which shall he submitted to the Burcan of the Budget, under sueh ules
ol s eilations as the Prestdent may establlsh as 1o the date of submissliy, the
forie aud content, the caasshaations of data, and the manner in which such
Imdgzet progran shall be prepared and presented.”

Pake H—ACcqaUNTING AND AUDIING

SHONT TITLE - _
<. 1t This part may -be clted as the “Accounting and Auditing At of 1930,
" DEOLARATION OF YOLICY

See. UL s the poley of the Congres: fn enneting this part that—

G Ther necounting of the Government pravide full disdlosure of the ve- -
sultsof lhmlulnl o] eutluns, adequatte fnancial tuformation needed 1 the-
hutbiaeinet of opeiatioons ulnl the formutition and exceutlon of e Buadint,
.unl‘nm tive uumml aver jueu., oz] nditares, tumlx. propert), and other
sy, o

) Full uuml(lmullun b glven tu the necds i, “esponsibitles of both
the leaslatlie il execithe bratches i the establishiment of aceounting
nml h|ml|lllg‘ sastems andd requivements, ty

The wninte nanee of acomtting, systems amd the |.rnd'u ing of tnan-

N -I lvlvlllh WHI Pespec U o the o tadans of eseentive agenties, ineludigg

citoa]l Lo Mthes G lllnl.l.,.hﬂ hlkl‘llll'l‘ atnd dism |||.n|l|,,, fufermatlon s the

._m.u;h ol the el opaetations of the Goverament as 4 whole, bo the
“enpousibldty of the exeeutlve braneh, .
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\| /

() “Ihe” auditin,_- fur the Goverment, \Mumclul Iw the Comptroller
wneral of the United States as an agent of tthe Clill"l‘c-s he dm»cn-d at
determining the extent to which acconnting ﬁ,ul related finaneial-réporting
’f \t"lﬂll the purposes specified, faaneia, trougac r\on\ have been consumminted
i, rditnee with Taws, remlations or other Dgal requirements, and ade-
quate=~i. rual financinl contot over pperatink IS exereised. and aford
an eficelive basis for the settlement of aecounts ‘of accountable oflicers.
(e) FEuphasis be placed on elfeeting ordery mpl'nwnwnh re~nltmg in
simplitled and more effectve aecounsing, tin: l‘wLu W e tingg, budgeting, snd
auditing requireinents and procedres and on the ¢ ¢ Liaation of those \\hkh
fimolve duplication or which do not serve » purpos "\uumm-l'wur.ue with the
costs jnvolved,
(f) ‘The Comptroller Geuertl of the United \rut- s, the Sceretary of the
‘Treasury, and the Direetor of the Bureau of thm':ml-«-t conduet a cone
l.muuwpm;.-r.nu for the improvesuent of xmwunum.\md l\n.mu al reporting

n the (m\cumwm \ \ \ -

) ACCOUNTING AND REPRRTING PROVISION . “\

|ee. 112, () Phe Comptroller General of the United Sti'es, .n’m- consulting
the Seeretary of the “Ireasury and the Direetor of the Bi van of e Budget
~voncerning thelr accotinting, finaneinl reporting, mul budied; Iy aveds, and con-

“sudering the needs of the other sxecutiye agencies, shiall lll‘l'\t “he the priveiples,

standards, and related regquirements for acconntimg to be', \Im-nml hy each
exeeutive ageney, chiiding reguirements for stutable ]mv;.n. tion lu-(\u-m' the
aeconnting processes of einch excenthve agetiey and {he m'toulll ng of the Troas-
ury Departiment.  Requitements preseribed by the-Cotnpieotiet, ku-m-r.ll shall e
dosizned to permit the exeentive agencies to ciery oul thelt rvqnmnh!llﬂw

nnder seetion 113 of this purt. while provading o busls for integt, Al secounting

for the Government, fall disclosure of the r(-~u||~ uf the Ilu.uui.‘ L oparantions of °
el exeeative ageney and the Gevernpsent 'ws a whole, and ﬁu.. nefal informa-
tion and control iveessary fo cnable the Congress agd the Proside 1 g to disclarge
thelr respective responsthillties, The ¢ ‘wmptraller General shuil cur finte to exer-
etse the guthority veated in hite by section 200 () of the Federali "ru]x-lt\ and
Administrathe Services Act of 1F9 163 Stat. 399) aml, to the o\t“- nt he deepas’
necessary, the antherity vested fn hivs by section 309 of the Bud et and Aes
coutiting Aet, 1821 G2 Stal, 250, Any sl eaerdse ot anthority 3 :1!] be cnn-,
sk teat with the provivions of this see tl;n '1

(b} Fhe General Aecotmting O shadl eooperate” with the exeG l(i\l‘ agen-
cles n the (l\'\c'luplllclll of thelr accounting sysems. including thy i Prensury
Dhepai ting It il the devalopiicnt aod-catabillshiment of the svsten ot brtral av
eoubting wud reporting required by section 114 of (his part, \lnh v "cmmtuu.,
systems shadl be approved by the Compiroller General when deend 1\ litin to
be adequate and in conformity with the principles, standards, am “relatcd
requiren epts preserined by him, e

(). Thd General Accotnting Offiee shall trom tiny .mu' roview, | thu av-
cnnmlm.- &ystems of the executive pgeneies, The resnn 2 sueh roviey 5 shal)
be availuble to the heads of the exceutive agen v voniedtned, to the s« retary
of the Treasury, and to the Direetor of the Burean of the Budget, and lll(\ Conp
troller Geney al shall make such reports thereon to the Congress as lm\ q{noms
noper.
! Ske 113, (n) The head of each exceeutive ageney shall establish mul nnin-
tadn syxtems of necounting and Internal control designed to br u\'ldn—— '\ \

(1) tull diselosuve of the fhmhelnl results of the pgeney's m-tl\'llh-ﬁ \

(2) adequate financial fnformation needed for the agencey’ 5 mannge nent
PUTPORER §

(3) effective contral over and m-«-mmmhlllu foss all-funds, property, and
ullwr assots for which the ageney ix roﬁmnn'mo.‘ aieluding apprapr. ite
Internal andit

¢4 rellnble acconting results to serve as-the basia for prepiration +ud
sapport of the age.ox's badeet requests, tor conteolting the execution of: its
Iudget, awd fm"pr-n lding \..mm-lul mgormutlon eequired by the Rurenu! it
the n\uh.vt,»'.ulvr aw-llnn 3 of the lhuh.«-l and .\mullllt‘l\g Aet, 10"1 (“’

= g__l.___na\; = __

(5) sultuble Imm:rutluu nr thu necouny fage of the ageney with the aceonp |
Ing of the 'Frensury Depavtuent ln conneetion with the contreal ll(‘(‘mllllln'
amt veporting rnﬂlmmlhllltlon Imposet on the Reeretary of the ‘'rensuw
by seetlon 114 of .18 part, ‘

b

, 1}

_/—-f"‘
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thy 'l‘l' accounting systems of c\c(um'e ateneies shall confyrm to: the prin-
ciples, st udards, and related requircments preseribed by the, Comptroller Cen-
<ral purs anut to section 112 (a) of thisyare. -

-Seo. M. (1) The Seeretary of rthe Treasury shali prepiife suelr reports for
the into m.ntiuu of the President, the Cougress, and the gublie s will present
the vest' dtx of the financial operativns of the Govermment : Provided, That there
shat, v incluged such finnneial data as the Dhiector of the Bureay of the
llud-'- '\m.n' require in connection with the prepavation of the Budget or for
other 1 rposes of the Bureau. ¥ach executive nzency shill furni-h the Seere-
tary of Lr¢ Vreasury such. repovts and information relating 1.4ts finuneial con-
dhler. ane, \(»pomtluus as the Secretary, by rules and regulations, may require
for the un llve performance of his rmponslbllities under this seltion.

thy Lhe “‘cr(-lur\ o the Treasury Is authorizen to_establish the” facllities
necessary t u\(ml we the financial reports required vy subsection (a) of this
seetion.  The \iecretary Is furthér authorized to revrganize the aceounting
functions amd in tall, revise, op elimj'ymte accounting lll'v(:(‘(llll‘(‘i and finaneinl
reports of the Trm‘a‘nr\ D(-pm'lment in order to develop effective and coordinated
aysters of account: g and finaneial reporting in the severil hureaus and offices
of the Drepartment y ith such conventration of nccounting and 1t sporting s Is
necessary to uee umpb h integration of aceounting results for the activities of
the Depurtment angd’ provide the operating center for the conzolidation -of
aceounting resul*s of' wthor exeeut-ve agencies with those of the Department,
The autnority vested iy \mul the duties imposes upon the . epartnént ny sec-
tions 10, 15, and 22 o7 t 1w Act entitled “An Act nuking appropriativns. for the
legisintive, exec ur',e. “amd Judicinl branches of the Government for the ﬂ»cnl
year ending June ﬂl.rtleth clghteen hundred ninety-tive, aud for other parposes”,
approved July 35, I8 (28 Stat, 162, 208-210), m iy be oxercised and perl'ormed
by the Secretaiy ob the Treasury as a part of his Troader authority and duties
wnder this seetion urd-in sneh a4 manner as to provide n unifled systens of central
necounting and reporting on the most eficient ang uspal hasls,

te) The system of eentral ac ounting nud.report g provided for tereln shall
e consistent with the principles, standurds, and rel, -tml requhmuems prescribed
by the Comptroller General puranunt to avulon 112 of. this part.

See. 115, (a) When the Secvetary of the Treasury ang the Comptroller Gen-
el determine thit existing |n'«xe«lurm ean be modific' | in the Intevest of slnpli-
fication, improvement, or economy, With suffivient »pfeguntds over the control
Al necounting for the publie funds, they nmy Issuey Joint reruintions providing
“fot the waiving, in whole or in part, of the requiren énts of existing law that—

"(1) warrants be issted and-2ovntersigned in vonnection with the receipt,

retention, and disbursement of publie moneys aad teust funds; and
o fandce vequizitioned, and alvanced to .!l}i‘ll“!".!!l_‘)!!‘J‘ﬂ"li."“ umler
each sepurace npproprintlon head ot o' horwise,
th) Nueh regnlathons may tuether provide for the payvient of vouckers by
itthorized disbirsing off ers by weans of checks Isstted agninst the general

uceount of the Treasurver of the Unltel States; Provided, 'That in such énse thy -

tegitintlons shinll prndde for appropriate action In the event of dellagquency by
st sbug utlicers i the retadition of their aecoutits or for uther reis-ms arising
olil of the codition of the officers” accounts,- fneluding under lw(‘(-\hilr'\ clreum
stiwes, the auspoenston or withdrawal of uuthority to dishurse,

See. 16 The Comptroller General Is anthor I/wun discuthne {l, o mninte-

wiee fu the Genetal Acconitingg Ofttoe of ppprepriation, eapenditcre, | wiltatjon, -
revelpt, wind personal wadger aeeomids wWhen i his opdnion the aecoanting systens

amd [nternpl conttal of the exevuthe, Jecishatlve, anl judical agebeles nre
N'l"h lent ta inable him to preclorng properly the fune lhllh to wWhlch such .mulm,%a
lL nie. -
o AUDITING PROVISIONR
LAke. I G Exeept as ulhy'"..' W speciiienlly pros lded- byl thie tinnnelsl
tantsinc tons of egely esecutive /!v Wathe, ad jidicls) agooey, ineluding but
not il o the gecotints of aeod gtable oftt ers; shall be nudited by the ten-
el Aceompting Ollee {n m(unl.um'-\ulh stch prinedpdes atd pmmlm'w, and
et stch rules and reguintlons assmny be preserlbed by the Comptrolier
Genenal of the Unded States,  In the detes milnatlon of muhllu;. procedures to
be (nllu\wtl aind the extent of c-\ulullm'lnu ul' vowhiers nd o ther -Im i mx lhu

“"'"l (5 unu: h\'nl-'nu nnlnl myve - d-n -h‘uu- e mrdrv-r g YIS At'i i-nns."-..n o u
it - ncludlng conslideraton of the «Bectiveness of necototing argaiizale us
antd ay stems, dnterunl audtt ol coutral, nd vetated adintudstentlve prac ex

of the 1espective geenclex,
SUB{T— 50— 2
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¢ aathoeized o mak } transfers aml adjustinents between approprintions within ¢

)

(5 BUDGELING-AND ACCQUNTING PROCLDURES ACT OF 1950 -
1
|
|
\
!

thy Whenever the ('nn.q;l;‘(l-“u Geaergl detertaines that the andic shall e,

cowbwtr o at the place or gaees where the acconhits sed other records of an

exeelive ageney ate neringdly kept,” lie way reguive any execitive agehey to

retamn o whele or i part : coniils of aceountable ofiloers, cmtricts, voinchers,

and wber docaneats, which ate required amder ecisting bw to be ls\ll:.nilwll !
to thie General A-conting Otlice, under e comdinons wnd for saeh peried not
creteling tet yeaes is he 1Eay specify, unleas o onger peried Is aariad upon with
1 exteative azeney s Provuded,” That under azreements hetween the Comp-
trodler Getieral and legislative and joudical anencies toe provisions of Jis sen- |
tence way be extended (of the acemnts sind records Of sueh e ucies, c

[
oy " GENRRAL PROISIONS s} >

- - oo - —

tive department of-independent establishment in”the esecutive bramh of the

Government hut g exeef c-for the pirposes ‘of secttons 114, 118, and 119 shall

uot Include any  fovern et carporation or agency subjedt to the Govermment

Corporation Control Adt (59 Stat. 507), and (D) except for the purposes of
seettons 11, 114, andJ 16 shall pot hnclude the Post Otliee, Departiant, .
Sk, 1090 The head of eaclt exeentive sigeney Is authorided to desiznnte the ,
place op places, at the seat of government or vlsewhere, at which the adminis- '~
tra we examination of fiseal oflicers’ aecovunts will e performed, and with the |
cot irrenve of the Comptroller General to waive the administeative examina- o
tien i wWhaold op in paet s Provided, That the same anthority i hereby conferred -
tipon the olficers responsible for the admibistrative examination 'of weounts J
(l{l‘ legistative nnd yudielnl agencies. A . A
TITLE TI—APPRODPRIATIONS ~

1 -

) PR 5 |
Ske. 118, As used in thes part, the term “eseentive ageney™ theans any execu- ’;_,’1
|
|
|
|

Ay .

IRANKFERS BETWEEN APPROPRLATIONS

Sk 201 After the el of the seeond f;lll fikcal year following the date of .
epnment of this \et, With the approval of the President, the head of each
Aeparttoent aad ey ablislinent in the excentive hraneh of the Governmept 18

his dpartiment or estabbishiment In order to promote ceonomy and efficiency,
bt o appropraation shiall be increased of decreased thereby during any fiseal
var by nore tha 3 per eentiqu, (R parts of suell teansfers atid adjustments
with the reasons thetefue shal e Tuede enrpentle to 107 President and the
Cum.-r(-.’\-:..-l and i be sumgyrlzed anpually fn the Budger,

-

.. AURMORZATIONA FOR APUROBRIATIONR . . N

Ste 2020 No x:'--’qmwt -for legislaton, whiclh, 1€ enacted, would anthorize sub-
st apptopr pdons for adepactinent or estadishirent in the executive heanch
of the Govergay et shall be transilited o the Bavenn of the Budget, to the .
1"y shilont, op te ! the Congress by sueh depareiment or o.;lghllnhnu-ut. o by any
arganizational it thereof, withont the priovsappeevi,” of the head of sueh
Zdepuriment g Sstablishiment, ;

i
_ ,1’ .
~ O 8Re 20304 promte ecotietny aid to reduee espendittees, the President is !
Y ithordzed (0 establish atad to oy frome tge to e rgseves fron appro-
rhations fop the eseeutive branch of the Government o thy «stent that he
deteenine s Frat tae g poses dutetded by the Cangeess will be aceomplished by '
the .-\]u-mlull ure ot wstiats less thun the nmonnts approprintes .

REMN *‘&l NS IN APPROPRIATIONR

-

by
LADIURTMEND 0F AFPROPI ATIONS FOl JE0RG AN TZVTRIN

.~

. ¥
s 200 Gy When winde . putharity of lnw a fuuetion o an ictivity {s ‘
tubsles v foe pasicnod Lo one deetndy within wony depaetment or esinblish-
caeent to avothe e pgeey b the suoe: dopartimentegr estabiistvgent, te badunee of
approg e Jons vl e determdn o By the-ind of stich departinent op estplis
“*hhu-nl__\]'u In asallable fraessity 1o finae ur |“\Ihlll‘l€(‘ the funetion or
bt actiatafuccealop mesieiad o withatbe aupeoalobthoelostdont .~ . - |

'3

T transt sl tog atad e avallinhie tap stse by, the agoney te wlsioh sakd funetion
or actiy 13 I franster ed o essignes) dar apy ptcpose fur whib b sabd fptds wore
ety avlable, Bidances so ansteried shall be credatend ta gy appll-

B ot oy Oy

s ! ) ' . ’
! B - Ry ~
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BUDGETING Axd,{ctov.\'n-\'«,: PROCEDURES ACT OF 1950 .. 7

cable L.\Ntmg appmprinﬂon account, n= nccounlﬁ -or to any new npprnprlation
aceount o peeounts, which are hereby” nmhorlwl to be c~tnbll-hod. and shall be
merged wWith funds intbe applicable existing or newly establizhed approeprintion

account or aceountk and thereafter aceounted for a8 one fund.
(hy When under authorlty of lw a funciion or activity s transfer-ed or

asslgned trom one depnrtmunt or establishment to another departmment or
estiblistiment, the balance of nppropriations which -are determined by the {’resi-
dent ta be sgvatbiable and necessary to finance or discharge the fupction or activity
s0 transferred or assigned, shall be transferred to aml be available f.r use by
the J_partuedt or establishment to which sall funetion or ooy Is trans-
ferred o pxsigned for any purpose for whieh sald funds, were originally avail-
abli, Bulanees so transferred shall be eredited to any applicable existing appro-
priation neeount oy aceonts, or to any new appropriation account or accounts,
which are hereby authorized to be established, and shall be merged with funids
fn the applicable existing or newly established approbrintion acconnt or accounts

and thervafter accounted for ns vne fund /
TITLE HI~REPEALS AND SAVING PROVISIONS

REPEALS
See. 01 The {ullu“mg Acts and parts of Aets are herehy rcponled
(1) Seetion 10 of the Act of Augnst 1, 10914 (38 \mt. 6803~
e, G82). _
") So meh of section 4 of the Aet o2 June 20, 1874 (1S Stat. 100; L 8, C..
titte 31, xee. HSY (Ly g, aspeed<- ¢ and hereafter the Secretary of the Trensury
shall amunlly submit to Coagress denidled estimates of npproprlntionﬂ required
for sabd exponses ™.
(3 ‘The ast proviso in the first pnuu.rnph undvr the heading “Judgments
United Stutes Conrts™ of the Act of April 27, 1004 (JC Stat, 422 U, S) C, tite

"ll s, AN (24,
- ( )) The 1ast.sentence of section 5 of the Aet of August 5, 1882 (22 Stat, 250

U, 8 tide 31, sec, 0588 (8)),

.-l So mmj\ of the matter appearing under the h(-mllnx “Mints and Assay
Ofllees™ of tho-Aet of Maveh 4, 1M1 (38 Stat, 1202 U, 8, C, title 31, see, 583
(4)), a8 veids: ®, nml the Seeretavy of the ‘Lrensury uhull. rnr the lh-oul year
nineteon hundred ana’ thivteen, and mnnmll) thc-u'unm anbmit to Congress, In
the m"ulm ook of esthaates, detailed estliuins for the expenses of this
Sorvijee,” D

(B) Sawmuech of the mu(tvr uppomiuz undler the houmng “Preasury Depart-
ment™ B the Aet of Awghat 26, 1012 (37 Stat, 5963 U 8, C., title 31, xee, 553 (5) ),
ax renak: “Prapided {athey, PHat estintes hopmidme s)mll .be submitied in
dtuil Tor the fivenl year 1014 and annually thereafter,””

(7) The Inst sentence of the purage nplt under the honullug “Rederal Fa.m
Loan Boaed™ of the'Ac of September 8, 1910 (1, 8, %, thle 31, w0, 588 (7)),
nppearing on-page SO3of voltiie i$9.of the Seatutes at Luruo' and ke third.and
It pargavaph under the heading “Federnl Farm Lonn Burer” e the Aet of

TMureh 3, 817 (U, K, G, tHe 81, vee, BN (T) 5, appearing on prgo )s(H of volnme

30 af the Statites ut Lurw
(81 'The lust xentenee on puge A8 of volume 30 of the su'uuo s nt Large, n

the Aet of Junpl, ISOT (VL NG, e 81, see, 588 (D)),

('H The fivst sentenee of soe llnll i} of tho Act of Maveh 3, 1“19 10 Stat, 1300
1Rl e 31, %00, X3 11)),

||m The Inst ]\I'n\lm nuder the hmullun “Oftlea of the Chlef Stanal Oftleor”
of the Aet of Maveh 2, 107 (4-Stat, 1150, U, & (G {tite a1, see, 584 (11)),

(110 The sixth D) purigraph mqwn}uu n m..n s of volnme 20 of the
Neoatides at varge 1 the et of Marveh 3, 1807 (71 R0 G, U 81, see, 583 (18)),

1 So vk of the ntter following the lu-mllnu "lhm i of Mines" In the

.\u( of Myreh 3, WA (88 Stat, 838 U, 8, ¢, t0e 81, see, 383 (M) 6k ronds
woesthnhdes shall be subiniie) s]u'«llh nlly for all personnl kerviees vequived
permmnently aud ontively I the Buvenz of Mives at Washington, Distlet of
Colmnbin, pre vionsly il fram hmupesinm or generad approprintlons .

1) The pravisn ulhe ond of the fonveh pnm'.'rm-h ah lmzu M2 of velime 37
of the Sttutes at Lay v, n the \L( ol \m.uut 11. 102 (U, R, llll(\ A, sec.

BT 8
(0 e (uied |m|' Ill]lll uppourlug o |m"(' lm2 of \nlumu 32 af tho suuuuw

mle a1,

at Lavges In the Aot of \lllllh 3,1 (1% 8 LA e A1, see. BN LIGY),
1y

D
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S BUDGETING AND Ar¢of N1ING PROCEDURES ACT OF 1930
N ) O

(1) No el of sedgon 12 of the Act ol Jine 26, 106 134 Sta, 495 1,8 ©,
title 31, see, 33 (1M ), as rémds, cand he'shall annimadty sulnoje to Cape Jress
estivittes oo coner the cost of the establishigent sl patintenance of tish Yaich.
erivs i Adiska, the salarkes and el trayeling expenses of sueh offlely <, and
for such nlh--l eapemditiiiea as iy be nescssary to earry ont he ]ll‘n\h {ms ol
this Aet”

£ 165) 'Y he provise at the end of the tlirst fnll p.u.u.rlpl. vl paze 1 of \ul mle..’.'
af the Strtntes at Laree, in ghe et of Jaue 0N, 1'!).' (C, N, 0, ttle V1, see.

L aNG 2y ).
~, 1T The seeond Ml paragra), A on page Sl of \ulmm- Anof the St mmw at

~Large, in the et of Marel 3. 1015 (. 8. C., titTe 31 sec, 353 (211,
ISy Fhe fourth fall paeagraph en page 2 of volume 35 of the ,-atulos
N )

“at Large, In the Aet of May-1, 113 (1%, 8. €., title 81, see 553 120,

(1) The proviso at the end of the xeeond paragraph under the hsading
“Hilvan of lmmi;.:ru!mn ang Namrializatlon™ of the Aet of Mareh 4, 17 (4
Srat, 1320, W0 U, S title 31, see, 383 120),

(20) The sevoml l'nll l)-ll‘-l"l"lllh on p.l.e 274 of valume 30 o tlm Stutes
l..ur..r-- fn the Aet ot May 27, HRIS (17 8, 0% 1itle 31, see. De (25)

21) 8o much of the Tast paragraph on Du..'v "'f" of voli.me 37 uf the Stigtutes
ot L:nr-'n- s the Aetof Augnist 23, 1012 (U 8 “atle 31, see, 83 (200 ), ns rouds.
'x or the fisen] yeur nineteen “ounlred uml fu‘ rteer pud aonundly” chere after
extiumtes In detail shall be subwmitted for all pérsonal serww\ mqnlu'(l n the
Indian Ofllee,”, //’ -

(22) The proviso at the emid of the flest fuLl paragraph on piige Mh of \u.‘l_llll(‘
41 nf the Statutes at Lavge, n the Aot of Mz 29, 1920 (UL R O, title 31, see. 2 61),

(23) Sectlon 3860 of the Revixed Statutes (U, &, C., title 31, -m 585),

€ Seaion 4 of the Act of June 22, 1904 (34 Stat. ~H\ . 8. C. title 31,
ﬂ‘(‘ .»St]) o

(23) Sectin 4 of the .\cr af March 4, 1000 {35 \tut 007; 1. S, C, tide 31,
Rec, 587), - B

(26) Sectlon 2 of the n('t of June 30, 1008 (34 .\l it T62: 108, ., title 31,
soe, i88)0 amd the proviso 'nothe firsst parageaph ob p.u:o 1367 of volume 34 of
the Statntes at Large, In the Aet of March 4, 1907 (U. 8, 0, t!tle 31, see, 588]),

127) Section 30081, ax mnmulod of the Revised ‘lmmlos ll S0, e 3,

xee. H80),

(2%) So wuch of the first mrugmph on p.ugo 255 of valume 24 .ur the Statutes
.u Large, in the At of August 4, 1886 (U, 8. . title 31, see S0, ax peds:

Provided further, 'That all printiug nnd ongrm fusg for the Geologionl Survey,
the Const and Gewmdetle Survey, the Hydrographic Otfice of the Navy I)cp.lrnm-m
and the Signal Serviee shall hereafter be estimatesd for sparately nndin d\-m‘\.
and appropriated for separately for-each of suhd bureanas.”

24 Sectlon 3002 of - the Reviwed-Stytutes (17 8 0, mn'q ~e(- nhty v

™y

(30 Section 3663 of the Revised Statutes, ns umumlvd LR L e 3T

Ree, D).

1) Seetion 3064 of the Rovised Statutes (U7, 2 G, tith 31, see, 5970,

132 Sectlon 3605 of the RNovised Statutes (T, K., thtle 31, see. H08)

133) The second |m|'u;,|upl| under (he In-mllnu h-unu.-( itor Srviee’ o
the Actof Mapeh 2, 188D (23 Stat, 007 U, S, O, title 31, see. 800460 5

ey Ko mueh of the seeand il p.lr.u.:ruph on puge 312 of voluine 24 of the
Statutes at Large, In the et of Marvelt 3. INST (17, 8, Oy, tithe 3T, see, 601, s
reads; “That die Secvetney of the Treasury shali forr the fhead year vighteen

" htnedred and aighty seven, atd CoF eael Gsenl sear thereafey in the annnal

cstimates, report to Congress the nuwb* of persons cwploped sitse of thy
Disteiet of Columbla, s superfotendents, sloehs, wae et amd otheewiee, gl
palid from appropintions for the enistractiog of pubt v nitdags sl g whe
~adrl persotis are uuplu\ul I what capecliy, thy 'cu tn of e aind ul \\uul tul
ol compensitlon,”, 9]

3 Ro neh of e sexthe Sl pariie cipht ol |n|;.:|' A of \nmlnn "ll uf 1
\luullm ut Large fn the et oof g H30, 180 U S0, e 31 see, B0 5.
vegdds: i Lierentter the Seerolgy ol the '.uuqu\ ~lun| alltafly epng e
Coangress e the book of estimntes a statenen! of the espenditnee of the gy
el athon for frepades and greserv b ot idle Tl ahienshindl slow the
st petdded on eaeh puhille bull !Im. atd e uun.m-l uf v rmn..nu.-tlmuln,ul
paded saleles frong sl eppropelutly’

N

'w
L S el s tlor 1217 of thadtn muu..h_l_.uf.m'.'.l._ul U N dbdal \.L.___d__d_.

T B see, 602y ns vends: 5 and the b vcpey of the Treasuey soadl sulapit — 7 7

g the Beenl yenr 1021, and munmll; ;lu-ruuln-r At estiateuf npmuplhllluhh

\! . .
o Y
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B(‘Dﬁl‘ll'l\h *.\D \((Ul \le(v PR{CED! RES ACT CDF 1950 9

= A I

for yefund an«) pm' l;:uk dnties or tuxes rrrunmmlv or ille, Wiy assesced ur col-

jveted under the Intermnt Revenue laws, and to pay ;lutlg.m.- nts, incinding jnrerests
and (tx, Taalured for tXes or penitles c-r-oneonsl; or flleg:ley c.‘~¢-~,~(-(| ap

. vollecld vinler-the foteruud revenue Jaws.”

j;'_.u the Aet of Jufs J73882 TUC X, 3 title 31, bees
) W) Lhe esghth nu-um-.ph t.ﬂdt't the hes |(lmg, hm-lgn huu*myr-ve" of tln- .

T 441y g

s

1,

(37) The firys prpasraph on page 123 of vutipe ] uf the Sanl-s m Lu;ue.

=Act of Mary 3, 905 3% Sint, 7203 ; JES, C,, title 310, 8IK), 1
<y Phe gt paeagraph on pogthxs of volumo 3!* 4)[ the ‘:t'ttuta.,‘m I..m:L.

T e New ol Gy 4, 1507 (1, 8, G, 111031, see. 64 ),
_ 4 The eiah parugraph under the heading U nl[cr the Eaglover lmmrt-

Ll of. U, et of February T8, 1912137 Stat, 471 Ul SO0, title 81, see, dik-L

2 NIXTh narm..mph under tho hending "l-‘ortllivm!nns in Insulir Pos
possinns G the Actaf Mareh 3. 1905 (3 Stut. 8173 U, 8, C. title 31, vor, 2.~
Loy -&a-uinch of the first section of the Aet of Awgust L 18865, (21 Stat. 2403
3L R0, 1 31, see, B0T), as reads: “tia ostimites for tiieSrmy and Navg
heapitul service nhn]l be submuttesk: fg-a part of the military estuh isliment.”
45 I'he first fuli p.lr.z;.mgk on |u;.n-' “¢17 of volume 3% of the Smtmm at

- La-;.» I the Aes of April T, 1560 {U. S:C., title 31, sce. G0,

_‘_"&“" &l“u“'w‘._hw‘“"‘_{a.‘!-"ﬂf‘haﬂzmw"‘ - ﬂ:;"‘:’t = o ﬁhr al, At gt - - ——:- =

1) Seetfon 3668 of the Reyised qmlmm (G 8.0, titde 31, sec. 810)‘

(45) NSoqnuels of the first patragraph on page 357 af voltime 20 of the Ntarates -

nl Lurge, I the Aet of Mareh 3, 1850 (17, 8, C,, title 31, see, §11), ax reads:,

2 Pracaded, Thit hereafter, In nmk.ng his ustlmmoq for r.lilwu\ mal) sercice
llw Postmnster Getaral shall separate the estimate for pﬂ\llll-(.lll' serviee from
the genernl estimiteas iul in case any Inerense o diminntion.of servies ay postal
cars »hadl e mnde by him, the reasons therefor shald be given in his mmm-l 3
repert nexd shee ewdIng sueh Eneropse or diminut‘on.”

(48} So maeh of the Arst parageaph under'the heading “United States Gmlog
el Qur\(-) ' lu the Act of Mareh 8, 1887 (24 Stat, 527 U. 8,.C,, title 81, see. 6120,
as rends: *; apd hereafter the esdmnces for the Gonlnglonl Survey ghall bo
fromized.” -

CE) Lhe flest paragraph on page 453 of volume 32 of the Statutes at Tairge,
Lathe Act of June 28, 1002 (T8, O, title 31, see, 612),

(%) Section 4 of the Act of August 15, 18T (19 Stat, 200 U, 8, C.. title
31, see, 6138,

4 "I'he Toaeth parngeapls of wctlun 20-uf the Act of June 'w 1013 138 Stat,
10.! U, 8, ¢, title 31, see, L1, .
(1)) 'l‘lu- efght £ pavagraph on page 1421 of vohune 30 ut‘ the Stattes it

Lavae, fu the Met ot Xarel L 1011 (UL 8, O, tie &1 xee, 814),

A

{3 Theelghth full paragragph on puzo 12068 of volune 33 of the Statutes -

ar' T ur'.'l-. iithie Acf of Mavelr 8, 1ma (b, N, aie 81, see. 015,

132 The-tonrth nYl pavagrapls uder n..- hmullng ! lm\('llnlh'llt m the ‘Terrj-
tories” of 1the Az of Joiy 36, 1934 (38 St 4791 1L 8, 0, tile 31, see, 010),
(88 The fiest full paragiaph on page l'|2 of vnlnnw 49 of tlw Stututes at
me- In the Aet of Mugnst 11, 1016 (U, 8. ¢, title 81, see, 617).,

(31 ‘The provise in the fivst purm.mph mulvr the heading “Rent In the Dis .
triet of Columbin” of the Act of March -4, 1913 (88 Stat, 110R; U, N, (&, tHleBl
woe, 017), .

(350 ‘e sepqnrh paragiaph on e 4 of voluae 32 of the fgutes it

1avz, lunuv Aet ordune 85,1002 (U, S, tile 31, see. 018,

OO0 e ninth foll P oecaplt on mu.o 700 of volume 30 of the-Statutes at
Laivge, in the Act of June 25, 1810 (UL R € title 81, ser (185),

i) The taeth £0F pavieaph o page 3062 of yolupee 27 of the Statutes ot

Tavge futlue Met o August o, 1802 (U8 O 1l 81, see 810,

(581 b thest full pavagenph on puee T of yolume 8 of the Statutes at
Tavrge, In the et of June 25, 31010 (U, N, C,,-{ite 81, see, ﬂ.}ﬂl. -

() Neotion € of e Aet of Augea 1, 1800 O3S Stat! 6703 l‘. b Q tithe M1,
soe (21,

(00 "Phe Last tal) sentenee In the first Wll‘lll.’l'uph ol pum- o4 of valume 23
of e Statutes nt Large, I the Net of Jul* 7, 1884 (1, 8, C, title §1, sec, 622),

(al) Seetlon & of thy .\t'l of June H, lmd (34 Stae, "(LI' U, 8. C, title 8,
M‘C By,
o) Tho provise gt Hm ond of Liie flywt’ x.qrm.luph 0y ke 870 of valume 7

P

g

v

i Nootlon 5 T ax.pmended,-af the Act of August 24, wl'.: GIT Btat, 424 47

CroRtat TN UL RCC e d]osee, 620),

(a1 The foneth full-pavaeiraph ou, page 5 of volutie ' d7 nf thy \mmu-u ut

- L, b the et of Murdch 4 1008 UL n (‘. title 31, »ee, Q30Y,

W

/



it Hl‘lml-:‘l'lSlj. AND .\tcuux.eru J’RUCEDURF,S/ACT OF 1950

I3y The pruuw At the ond of e sev \:uth p.;mgmph on page 10 of volume
81 nf;ln- Statmles .lt{'tt).a. in the Met of )!.Ltt‘h -i S (UL 8, titie 31,
BRI 44

Gy The anml p.n-'»,.ruph nler. the lmmling "!‘unmwem Rureau of Ord-
naua’ of the el of July 12, 1921 f2 Siat 125 U, 8, O, _title 31, see. 6306),
dowse Theatigh the first proviso therein

6T So muels of the-thinl paceasaph under the Ih-mlln" “Contingent Exe
penses. Niky Dopartinent™ of the Aet' of Jupe 22, 1004 A Stus 427 U.S. ¢,
Htle 31, see G378, as reads: “and lu-u.utvr Tt ~h.lll nuat be lawful to expend,
for any of th-t offfeex or bureans of the Navy Depacouent at Washington, any
sy ottt of mxprupriuunm iy for ln- navitl establishiinent for .un of the

pupeses dentioned or athorized in the stid foregoing parageaph.”

(85F So 0iaen of the parsrepl ey the headiuge "uu-n-.lw of the Navy,
Faquipoopt” of llw At nl Marell 8, 1913 1038 Stat. a2, UL o ritle B s,
tsy, s rerds s cund Dezfiming woth July fiest, e ten humlrml and fifteen,
vipsproent dulthis shall e elmrged to appropriation *Inerense of the Navy,
t '-.xmruvtlunv:md Muwchinery?” -

gy The vwe prnisos in the parigem It under the heading *Fael amld teans.
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“eiater] in the Hoover Conun”-~*on repor_aon budeeting aud aecownting,
The bill is designed to accompuish { - ally all of the nagor abjee.

t i

‘l“.l KUDGETING AND ACCOUNTING PROCEDURES ACT QF 1950 &
iy . :

‘Che Coamyan, The anthor of the hill, Mr. Karsten, i< with ws,
Hw v a member of this copnisittee. He s wiven this matter great-
stie]y and consnlecation, and at this thoe I am goinge to eall upon
Me. f\—:ll'.-h‘ll. ' ‘

STATEMENT OF HOX. FRANK M. KARSTEN, A REPRESENTATIVE

IN CONGRESS FROM THE STATE OF MISSOURI

Mr. Kaestes, M. Chairman, I would like to presers to the com-

sttee for constderation He R, 9035, which T introduced on Wednesday

of last week. . <
DinpCguesting that the committee give ronsideration to this bill,
I bave™m mind the Hoover Commission” veport on budgeting wid
accounting, wherein it is pointed out to the Congress that the present
sovernmental accounting snd anditing methods corrrotled by the
bdget and Aecounting Aet of 1921 are cipbersone, ininforiative,
s outinended. There is great need for simplificatio.. and modern-
Zation. ~
The provisions of this measure call for the same ph I ophy erm-

B

foves and veconnpendations made by the Huover Comnasion, with
the exception of extablishing the post of un acoountant generat nuder
l_]_u' jlll‘i.-lli('l ion of the Sl'l'l'l"ill.\ ol the 'l'l'u;l-lll'_\ . This waoald eall for
4 complete deviation from established congressional policy, becise
as implication and ultimate effect woild requite o transfer of certain
specilind jurisdiction from the legislative branely to the ewentive
braneh of the Goverment,

Comeqently, heenise established legislative authority gl policy
wanll besdisturbed by virtue of creating an Aecountant General in

the Treasury Do|ln:u'um-m. this receaumendation of the Tooves Com-

inisston i< not ineluded in the legisiation, :

i

A argees) by the Hoover Commission, the bill Drovbles o conmlate’
frangwork for bringing the budgeting, acconnting, aud amditing pro

cedices of the Govermnent up to date, 1o willl set ap an aceounting
--tem patterned after sownd commereial practices amld will provide
letti v controls ovep all Federal funds,

STHe T on budgeting and acconnting-contains two parts. The fiest,
oo bdgeting, elarifies the Budget amd Aecounting Aet to emphit-ize
muthaority forthe prepavation of ¢ performanee bizedget with financial
i forimation in terms of funetions and aetivities of the Government,
ated a segregation of operating and of capital and investment pro-.

rt

gratns, “Technieal awendments to the |ln'u\i~iun\ of the Budget and”

Aecarmning et ave iade inaid of the objective to develop hudgetary
sformation in the masmer best suited ta prvsont the finaneinl progeam
of the Government, ‘

hucrea-ed-opiphiasis is placad on the developuent by the Prosident
througle the Rueeanof the Budget of plans for the arganization, vonr-
dination, nud annngeraent o the exeentive brnoehy with n view to
ellicient and wonotsioal <ers o, anl ilnln'u\l-llu'llt- i thae ullllu'l'inﬂ.
cotupiling, analysis, nnd publlication of statistieal information,  The

CHUTTURT Y TIOIS T e WOTE ] ﬁ}l[)pll'lnun! OXISTNYE Quitniorry reinting

to tlu-io_\unuuts.' N '
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Pari 11 of title T comprises a complete Neconntivg amd Auditing
At of 0, This Jegistation embodies the prineiples and objectives
of the wouperative prograne which is being condueted mder the
Jeler=hp of the Comptroller General of the United States, the See-
retary of the ‘Preasury, and the Director of the Buteaw of he Budget
toimprove the Governmel.s accounting, linancial l‘t-rnl'lil aoand aud-
it =vatem. The provisions af this part will also fieilitie the
attainnient of the budgetary improvements provided for elsewhere
the bill. This part spells out eléar-cut vesponsibilitier, and dnties,
while at the same time providing for their exercise in proper relation-
ship ad coopreration toward the commeon goal of makivg accounting,
fimnetal riporting, udgeting, aml auating of the greatest value.

The vwrefal allocation of re-ponsinilities is designed o produce
an integrated acconnting =vstem for the Govermment as a whale
Fuiphasis is placed on the development and use of agency acconuting
systeras as the foundation: Tor financial control sd the production
of necessary ol information, Provision is made for progres
sive nuprovement and Zigplification of the present acconnting of the
Governmuent i a specitie basis is laid for move comprehensive awd
selctive performance of the independent andit by the Genvial
Neconnting Oflice to the fullest extent practicable at the site of
operations, - S

The legislation will provide Hesibilivg that is"Jgently needal for
putting into effect more economical ad efivient acconnting amd aadit
g pren edures inorder 1o obtain maxbnum benelicy Trom work now
benyg covied:on under the joint aceonnting program. ke lays a
solul Tordation for carrying ant the policies aml objectives of this
progran, ’

Tule A1 j-nides for certain fransfers between appropriacions
withite a5 porvent Timit i departients o order to promote econ iy
atil ellicicaoy s ad reuires prioe approval-of departinent Lead<Dbefor
the ~ulanis~ton to the Bureau of the Budget, the President, o the
Conate by departiments, of requests for e gislation anthorizing
subeequent approprintions, N i

It also e dudes [Hen ISTITS unllmlilin;_' the Presidest 1a .ot up
reseives Fora appropriations for the exeeative brance when e e -
wines the putposes intewded by the Congress will be aecompli-hed
by Teser on Sditares, Further, nathority s provided for trane-
for of dabinccs of appropriations incideat Lo reorganizations e the
execative braneh, RS

Tordee V1T to peead- oves o hoonehied cts o et of wer- relating maanly
to the compilation of they estimates wid the furui-hing of cetnn
financinl datacmest of which haye been sapersedal o tenderead oo -
e I,.\ othier |'.\i~li||;_r ‘lil'll\i‘»llillw ol l:n., |-;||li. uharly (he l'm.l,u-l
sl Necorditing et of 197~ '

Lo genernl, the Bill goves enpres<ion ta the complets and il
winder-taneding hetween ote e fiseal pereetes. This s the i
tin o bll has Lwen proproeed swhich densstrates a0 willingwes- of
vuhiaany conpreration bersevn the Bureaw of the Badseet, the Trea ey
Depantment, anad the General Nceounting Oifice, o aupros et
comnt ity and fi-eal operations af ome Government,

\

[T i1 H
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I commend this legislation to the attention of every member of the
co.nittee, and wish to express the hope that early action will be taken
on the measin 3 in order that the budgeting, accounting, and auditing
of the Government can b¢ simplified, inodernized, and made effective
to the maxirnam extent possikle. ' '

It will provide the.Congress and the President the information and
the means of cont-oi they need for the management of our gigantic
Federa) fisenl structure, as well as give the taxpayers the informution
they pre entiiled to as to where their money goes.

There are '(..!ki"ils of the General Accounting Office, the Treasury
Departwent, and the Buceau of the Budget, preseut. this morning who
wish to be heard on the bill. T um sure they wilt be plensed to answer
any questions which the members of the committee wish to ask.,

The Cusirman. Thank you, Mr, Kursten.

Do you have any questions, Mr, Hoffman?

Mr, Horrsax, Just one. -

. T understood you to say that under title II funds wottld be trans-
“ferred. . B
> M. Karsten, That title anthorizes a 5-percent transfer of fuuls
between appropriations withinthe Department. -, R

Mr. Horrsman, Which seetion of title 117 -

My, KawsreN. T might say to the gentleman that there is some con-
troversy nbout this particular section being contrary to existing pro-
eedures, and T understand some-awendments may be suggested along
the line to eliminate that proposed section and make the responsi-
billil,y in the Congress vuthoer than in the Department, where it propevly

ongs.

Mr. Hovestax, Where is the Inngunge which authorizes the
tranfer! ) .

My, Kawstex, Page 15, seetion 201,

Mr, Horpsax, Just what 2loes that wean, say, the first nine lines?

My, Kawsees, Tt proviaes the nuthority for the teansfers of funds
within the Departent, witlin that 5-poreent limit,

Me, Hovrsas, For exmuple, shoil] we make an appropriation ot
a certnin sum far the Department of Justice, can the head of that De-
partinent,with the npproval of the President, wnder this lunguage,
transfor that to, say, the Department of Commoreef - :

Mr, KanseeN, Nog only teansfovs enn be mnde within the Depart.
ment,  Not between departients, .

Mr, Hoersax, Yes: bat what 1 do not anderstand-is why any s
puttment hewd shonbd be given sgthority to teausfer an approprin.

Adon made by the Congress to ~ome other departient, What is the
vensof for thnt ¢

Mr, Kansrex, The bill dees not contemplate ceansfirs of fumls
butween depnrtients, C
o Mec Horesax, Tknow, but the Cangress is supposed to approprinte
the monuy, We npproprinte s certyjn sum for aoeertain departiend,
Uiler this langunge, it T understand you covveetly, the head of that

danu'tuwm. with thie up‘nmml of the Presidont, ean take that mouney,

st et within the Tt herey 5 pevednt, and put it over to some othee
depietiment,

—Me i, fleomny tennsfor within his own depsrtioent only,

T M Horrsan, He might uso it for an-entivoly dqillorent puepose, =

might he not ¢
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Mi=Karsres. Yes. But it is within his department, and for a
rolated purpose,

Mr. Horeyay, Sli])][)OSQ you take the Interior Department and the
appropriation has to do with, say, the national parks,und they teans-
fer the moncy which we approprate for parks to something else.

My, Bonxee. It says: “In order to promote economy und efficiency.”
T donot know just what it means,,.

Mr. Horryax, Somebody else spends it if they want to.. That is to
say. if the Department of the Interior finds that we gave them more
muney than they may need, they will take that money, whatever it may
Le, und spend it for some other purpose, but limit it,

Mr. KagsteN, You have the sane thing existing foday in the Stato
Department and the Department of Agmeulture, I understand they
have a 10-pereent limitation rather-than-the 5-percent limitation men-
tioned inthe bill. - -

My, Horesax, Of comrse, I am familiar with that argument that
we have been doing it for a long, long time, But it does not appeal
to me, ’

The Crsmssayx, Mr, Bonner, do you have any gquestions?

M, Raxxer, No. ) -

The Criamsran, Mr, Bolling!?

My, Bornina, No.

The Criaryan, Mr. Lovie!?

M. Lovee, Yes, Mr, Chaivman,

That transfer is within the Depavtment itself; is that correct:?

My, Karsrex, Within-the Department itself, >

As b ounderstand, some amendments may be suggested that will

eliminate the trausfer authority and put it in the appropriation bill -

vather thanin thisbill.

M Dawson, Me, Riehlman?

M. Rieneaas, 1 want to got this steaight,

Do 1 umderstand they huve been teansferving up ta 10 pereent, and
this-prevides-only-a pereent? - - e :

Me, Konsres, The State Departmont and the Ngvienlture Dapart-
menthave beew operating oia {0 percent basis, The praposed section
will Tt all departments to 3 pereent,

Mr. Horoaeas, 1t is this eontliet in the generad theory that the Con-
gress shanhlapproprinte money for aspe e poepose vather than for
w department or fdividual, o2 the head of an agences, to use as they
wanhl e fit, N '

My, Kawvees, Yo ave approprinting for a specifie purpose in 1,
Depuronent of Mgricultur; also in the State Departiment, )

Me, Horoweax Yo, inon brond way,  But, for instunee say, in thic
Duyurlnu-m of Mgrivulture, we may have an gppropration Jfor toot-
and wonth disense, as we have bl sevoral lilu“‘: nh if llll',\ did not
use that money they eould switeh it over to send ot garden seeds
or any purpose thyt eame within their juvisdieton, )
M Koviste S OF vourse Tdo not think we jyive sont-eut any garden

V- -

Me, Horesian, Yes that is true. Bat, you iuul.,-n»mm]. they might

)
N v v e B e .

B e e S,
'

ST, DONNEN. M, € irmam e e —m e s e e

The Crevmyax, Yis, M Bovper?
My Bonyes: ot e ask you s What i the jdes, whint is the reson?
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What do you want thls for? Each division makes up its own budgef
as I understand it, inthe Department. k ¢
AMv, Kansten, That is correct, : '
Mr. BoxNer, And that is approved and so forth ¢ Jlld gone over, and
then they come here and justify it, and tle Appropraitions Commiitecs
give lhom the money,

"The point is that T might be able to justify more than T know 1 .un~ :

going to need so us to give iuu some later on.
‘Mr. Karsmes. You could not transfer between Depmtmentq

Mr. Boxyer, I miean within the Department.  You could transfer

it from one Division of the Department to another Division.’

Mr, Karstex, ‘That would Le assuming the budget officer was pad-
ding the voll a little hit in coming down hoy e,

Mr, Boxyer, But my question is: What i is the intent of tlus“

Mr. Kansrex, In all departments you need flexibility in operntion,
Ior example, many times a department is assigned additional duties
by legislation which is passed subsequent to the annual .q)pmpnulmn
aet fop suel L department. ' .

The Cravkyan, For economy nnd efficiency,

My, Lovke. Mr, Chairman, T have one” more question,

The CuammayN, Very well,

lMl . Lovie. Will thixeliminate any further defici ieney .tppmpn.mnn
bitls?

Mr. KaustEN. No, not entivety, l)ul it shonld reduce the present
number of deficiency bills,

The Cramyax. Do you huve any quo»lmm. My, Harvey!

Mr, Hanvey, I just ‘enme in, hut certainly, from my backgronnd
in this field, T would take a very dim view of that procedure,

The Creamaay, Ofthat provision of the bill¢

Mu, Hanvey, Yes.

7 The Cieaevas, Thauk you very meh, My, Kavsten,

Gentlemen, we are very fmtunuto. I Lelieve, to have amang us one’™
wha, Eam stve, i knownrhy all of v, He deknowaas.the watehdog
of the Congress,  Heis our ngln A in matters of expenditures aned
weconnting, and so furth, ‘

‘e Honorable Findsny Wapen, Comptroller General of the United
“Ntates, s with as,

Me, Warren,

STATEMENTS OF HON, LINDSAY C. WARREN, COMPTROLLER GEN-
ERAL OF THE UNITED STATES; FRANK L. YATES, ASSISTANT
COMPTROLLER GENERAL OF TRE UNITED STATES; AND FRANK
H. WEITZEL, ASSISTANT TO THE COMPTROLLER GENEP.AL or¥
THE UNITED STATES N

M. Woanmes, My Chaiymm umlm-nllvnwnnflluunllllllllh'u I live
i -bert prepared statement this morning,  However, §thiok that M
Kasten has so wall explyined the parposes of the bill tht, with youe
petais-ion, § will forego veading of the statement gnd will tull in-
formmdly and tey to mewer spele questions a1 vali,

-- — e

e uul

ENLITIVITPIFE R LAY l_.).auwmuuhm.L.\.um.amlmuouuLﬂlL__._‘
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(The stntermient referred to follows:)

STATEMENT oF THE HoNoramr LINpsay C. WARREN, COMPTROLIER (ENERAL OF
THE USITen STATFS, BEFORE THE UOMMITTER 0X l-)\:m*xntfv\um 1N THE EXFeUIve
DEPARTIENTS, HoUse OF REPRESENTATIVES, 0N H. R, (M5s%

Mr. Chairman and members of the committes, I i glad to come hefure yon
this morning to testify on H. R. 803S, the Budget aud Accounting Procedures
et of 1950, It s always a pleasare to appear before Your eommittes, whicl, I
have alwads looked upon as one of the grept committees of the Congress and
which lmis bromeht forth sone of the most signiffeant legislition sncted in
receat dears, 1 am pavtienlarly glad to speak on this DU Latrodineed by Mr,
Kursten, chalrean of the Publie Meconnts Subenpuniiter, who has long been
assveinted with aecounting b the Govermmeats butlyan his own riglit-bnd as-clerk
of s conmittee aml secrotaey to is formerdadrman, the lote John J, Cochiran,

The W Lefure your cotunditee represunts the onteome of ottt of wark
on e part of all patties coneerped in lmproving the baskzetng, sceounting, and
owditing procedures of the Government, 1t provides - solfld foundation for
bringlog mul Keeping these procedutes w2 to date pod upon enaetment, will Le-

Sytente fuony opinkor, a leghsintive odmark comparable only to the Budizet gl

i
-

SaNvosnting Aet of 19210 The ML s Ientical with o ineanure, S, 3550, Intrsinesl
P 1L quewde e of the Senate Eyperadituees Committee sund repasted anags nonsly
Yesterdas, S, 850 geew ont of full heas'ngs by coe Senate Comiittee an B
peuditiures aml gale o thorouzh work by the staft’ of the Senate committee,
atl disenssiony Witk e ~all of this comunittes, It tahes fule consideration
! sfewpeintsy and 7w g bl stalls of the Geaeral Aceonmting Oflice, the
CFreasuey Dopaefp oy " el Iprean of the Budger were enlled mpon in deaft-
e At ¥, e )

Pl D @ Saiagerise i s CHTe T on badeetlne ol geconntlneg eonsists
of two B, lmll\._ seanblpring mhes 0 habend ameldments to the budset
provistons of e S Budier aond Aveonnting At of BTt plive anplasis on the
Jreparation of t9% Wadget i tepts of perfotnnnes, setting ong the fupctiois nd
activities ol Jie Goveoweent, whth flextlality fur the President to deteviine the
teentiey au whic e bangenar s Juformct on may best be formudated to present the
tategtaent s foaacfal program fie on wedeestandibie wis, The B stresses
the ey edopraent by e Prestdent throszh the Bupsim of thee Budget, of plans
for In-ttes nrqandzation g banaeyvpent of e o Xerntive branch aod fiprose:
wiehts in the staristhal wark of that laaneh, polntiog ap the anthoerity  dresply
exetvised I the P of e Bindzer in thiese garess,

Pott FEot tinke Toonstitstteon o camptepe Nocounting sl Smbiting Aet of 1050,

- This Leed sembnnliine shue garipuanifone i} alibimtives of e elet prospgm poyws go-

foe v atader the Jeadeeshifp of the Seoepey of the Tovisuey, the Dlvector of the
B of the Binleet, oo mamelf B cdlaboraton wiet alt other cteneles to
Improve accountiog, funindal cepot o, and opditing o dee Governwent,. The
pratasints of this paty e indie s aith bindzetany mprovemeing > prdided for
in other purbs of the BAL 0 Fhie aeentnting ond anditing prosisfoos spec iy eleng
ont dathes geef peaponsibilithon 1o be exescised i progea eelikionship toward the
st teiond 8 bettor woconnt gz tHoans lad repwa g, budsoniug, and amditing,
Tl destirgtion ot pobey Bavs sl 0 cutprelensive volickessialu] puitey on
aweoni g ated geondithe, shocl Is ko] an by thee iwacitle pronisions ol this puart.
The vuyebnd ploving of pepon-telitos o the Comptrelley tieneva), the Bevre-
taay ool the Preosmy e pragne s lauds I intended to brang nlwagt an tngegrated
mvoigding sstem Fer tae Ghavernmeot. Biphiods v plocsd on the developowent
atitl e af geee s - uitbng savatelns as U foidation B Bnanelal conteel
wind et thee prondis tien of pecesspe vt bad anforbimtbon. Provision Is quade
£t progresive uptvaaent atal sanplills ation of the preseuat aceaupbing of (e
tod ot withen ol indie essentin] contreds whib b Coprgress mistst padn-
Lot oot the pith'l faned - Tleos begistlation silt ke peoaible the pussipmim
besp iy trom the voork bow belb - dene diter The Jolut jo_ounting program gind
i fan ol Fopabat an G cavey ng ont the pelicies aid ohijctiyes of the
rogatn

The acconting provisions phiee npon the el of the exseathe gaetivles fur
Hie thiat thoe Higs cleny venpopniblUey fov estnblishing und matutaining ndeguate

statlubady, gl telatel pequlistaenis prosceliad by bl swld 1o approve the

adin. Uha Coumtrallen fotwenl i ta ot with - |
he developuuent of such systems nidee prinelples,” 7
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systems when proper, The Comptroller General must also caovperate with the
“Prensury Ti_partment in the development aud establishiment. of the system of
contral pecounting and reporting in the Treasury as cont us, Juted by the hill,
PThese provisions represent an extension of the priucipes and speelfieally
vontime n foree the provisfons of seetfon 205 of the Felesal Property and
Administrative Serviees Art of-3930 which was the produet of the effvrts of this
committee and {ts able subcotmatftee under the ehairmanship of Mr. Holitleld,

The bill whl provide anthorlty for eliminnting in an orderly wanner tlupli-
eating amd overinpping controls in arcounting revolving around the present
wartnnt and requisition systetn of waklng money avatluble: fur di~bursement,
The Reepetary of the Treasury ond the Comptroller Gese o, wha ey fasue
sl conntersign warrants 1s it Means of control over reovne s aned dishuesements
aall be anthorlzed o waive the present requirements by goint regulations when
they determine that sulieient safezsgards are otherwise provided,

The andsting provivions of this part will proside clarifleation of anthority
as 0 losis for fmproving and slnplifsing the audit fanetion of the General
Aceonnting Offee hand in haned with improvens nts in acconning ol fnternnl
control in the gzenefes  Speeitie auhority §s provided for yeadating the amonnt
of detniled amht work e be done in the Hzht of the systems of aecounting and
internal control in the a<eneles amd the administrative appllcation of statates
voverming fliancinl tmiisactions  These provistons will enalile provyessive de-
contrabzation and refipetient of Generad Avootnting Office amdits, eluding the
mwakivz of nudits et ondy more comprehensioe i seapre but on g seledive basis
av 1o gults blaal trapspetions,  Speelfle guthorlty Is prosided for retention of
avrount~ contenets, voeliers, and other documents at the plaees whene they a2
pormally kept in the gencies. This will enable present arvatsivements between
the Othee il exesntise agencles aiber which site angd comgiehensihle andita
ace pertorned fo be plaged on o permanent bisls. - Another fnporti provision
witl enable wedaptaedon op walsiog of te adminlstrative exXiminarfon o weconnts
atter puyment, ln the et of other a conmthie’ controls In the nueaples, thus
elminating o ot of upnecessary paper Wik nmd londding nnl Mpplng of
doenninnts, : v/ .

Pltle 1 of the bl authorlzes transfers betweea appropriatlon, up 1o a
S-pereent Mkl witlin depsitiments fo pratnofe veotieng) aml v leney, It
reauites the pelor apprasal of Dopartment hepds before submisslon ta the
Eurean of the Budigt, the President, or the Condiess of yegqiests fro depart-
ments for leghlntion putheorizing approptintices. Bt aiso fnchsdes prosisions
apevittatly amthorizgg the Prestdent to set ap bidzelary reseryes in the eXecn.
tive braneh when be determbnes the pueposes fitetdead by the Cotzress will o
aveomplinhied by pntep-expetelitures, Favthed nathorlty s prm fledd for transs

top ol dulanconaf apare cintlons L claes ul rearzanizatlons La the exvouthye

branueh

Title LI repends 1008 sets op paets of jeps deating chlly with sich oatters
st compitan Hon of Hhe estimatos and o sdshig of vertain nacodal doti - Most
of thueg s B Lo st rsede] ot satialed By other existing iwes «hinl-
fng the Dudget nmmt AcvennCiie et of 121 Repein? of these provistons will
clent the statites of many 1eguivemeyts which, ol ey gl @ semd pnvpose
whet etgeeted, pre ont of huymony with present codtiias” - .

Now fust 8 woril e the selation of the Bl fo the vecosmsdations of (o
Cornhsissfon on thgapization of the Byecutive Bivanch of the GQovernnes, gen-
erablt Known g b Jlostes Cowngdasion, Boided doswn, e ie ta wifferenea
between tiue ohfestves of the Jant corongtng Javgion, oy Writien nto this
Boadh, ok e o s es of theComuabsshing Windes T havge fne i bile of anthordhl)s,
Bt Jiabe 1y pant e sn gie Lhes peegiati, £t 1= o feitber of poond that the progein
wats extablisliod pond operiting b fons the Comtulelogds teport was ean theaght
of. Buany oputon this bt meete eveey sbhlectiye oF the Commdastete in e Hebed
of bt ving usveosting. aand ombiong, acd s L= thoan b g e st and
workable wak, B pravialens ane cangudly wathed ong g the Bisht wf seinad
cogpdithnnes st thoe progeer dix ot of tespotisite ity in s e boahch €1 narn

st Phe ondy bmpogtapt bifereboe b byt i bubicUonal Tene pbean the

meanitant cenerid o thae o v tanche it s o salper o the hiclust
vivn apesgotl polied by gol the Jiiedlotion of e Eogspineion gl one whicly
Yeoen bens waetihal Loy thie U pidress daell A0 b0 noceiini fed s aott o 4645 one el

;H__ummmmmkgummhhmmm& B o aae utthl

A nghee With the Caamis-jon on ik poind.” Thia bl pooVBléa T e Eoinh
pordion tleoetabis The agept ol (e Congross e eqebse iesjadesibily for bringings
bt i weonid bgeate o onni g abe i Lol due G3oventiune it brotn thae stangd:
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point of ezetive fnancial contral and independent. gudit. At the sune time
this responcibioiey must ane wiil be eaerelsed in 4 manner completely consi-{ont
with the proper development of aeconnting and finaneial reportir .- in the
execnutive branch ax i esxentinl avm of manngement,

IL T 903N hag my ungoaliffed and wholehearted support, I believe §¢ em-
Jundles the Gictors geeded for simplify g and moderntzing budizeting, aeeeunting,
fimane bl reporting and muditing i the Government and ziving them maxbinnm
ety eness,  The DL will prosbde a0 Basks.ror furnishing the Congress und the
Piosilent the Informati ae and means of control they need for the management
of wur Federal fiseal struetore, und the taxpayers with full diselosure of the
finunein! operittions of the Gaveriepent, Yot it I 1o way lessens the contral
viereiseml by the Congress oveg public expenditures, [ onege thiat this conmnitiee
purd the Comtress take early adudon to enaet H. 3% 0088, - i -

My, Wannen, I will address mysel{ primarily to the accounting
aned sneditings provisiors ¢ Jthe bill,  I'feel that 1 ahould very brietly
give this committee somey 5§ the background of the bill,

In_1947 the Neeretar! {of the Tieawsury, who 1 ~ce has just come
in, G then Director of the Budget, M. Jumes Webl, i myself,
Il many conferences, with o view to improving the woeonnting in
the Government, '

I midght say that ths i the fivst time in historyoso fap as L know,
that thowe three ollicials ever<sat down together for o duntual pur-
pose. I s needless to say thae prior to then there had beon distrast
and backhiting Lotween tle agenvies, and the Genersl Aeconnting
Oflie was just as mueh to blitae as any of them weree M of us
wele (o blame, 'y

Wo e together and =atd that we were gaing to cuter into an
agreement With no fingers cvossed, and We wers going to try to do
sotething conatruetve gl outstamling for the tpnerinent and for
the Congress,  We wolved they aliat was known as the joint.
accounting progeam, and during the Inst 3 vears there has been a
Jerfect understam]ing and the finest coordinatiom mmong the three
ngencies, i

Notuble vesults have alveady been-aehioved,

Phis mateet ceind Gp o olie of the Heover praposals befora the
Seateg sud thal comuittes, the Senate Committer on Expendituges, |
Las been working on this patter almost doily for the fust 6 or 8
monthe, -

This bill new before you, with possibly sote sppndiments, is the
by product of that arderstunding, gul 3t has dva s into legislative
Langnnge the prineiples o€ the joimt-ageamting program,

L'm_’ ﬂu- tirt lilm- il \lu'“\_ (R ¢ ulul ZepMn ilivs l'.n« fllnrliuln nf !‘H'
theer agenctes fivobvesl,  Plis ball i lnl'r-u.ulml die ta o sulepadind
woth of the individnad wetnlig = of the Senate conanittes and s fij o
il who have wlsa bwen i consultation with the statl of th., ¢
conitive,

Laight el yom thit of the 313 naanbogs of the Seunte Eypewdi-

tres Conpnittee, with B oo toens i o] absent amd theretfore o ull

m.lnl-il.l‘\ ot beevreg conegltedy o8 e teatndags 12 pembnas
tuttodien]  thos |ni||. \'r-lt-|-|,l.\. after endunvation of |w-llih:,'-
Mt eatisdisl sner 6 monthel it was ananinaon-da pperted fusorably
< by dse Betats couluitew, ' E o
b-uy to sou gentbenmweny, sericusiv—capd F oy that the Seeretapy

BEEDE Tre-uly g Ehic FRedctie of -the Bindget Wil wi¥ Hha splue -

thive  that this i th most outstanding bl of ity natire that bas
| P fatse vt o0 s ]n'rn cotisugiad ',n‘\ the Cungniess, c'ul'luilll_\"

M
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. . - . - [}

in the last 29 years or sinee the passage of the original Budget and

Avcountings \et, .- ) B _
1 suight say, in passing, gentlemen, that the teaditional control of

Congress over appropriated furids'is not only maintained, but s o

atially strengthened by the provisions of this bill.  The joint-
aceonnting program, which i the genesis of this bill, has pet with |
the epthusiastic endorsement aud approval of all of the agencies of

the Grovernment. w7

So far as b kpow, this ll, which merely cavvies into effect the
policiesand objeetives ar that program, again meets with thel ™ u‘g:'al
of evervone that [ know of, N

To my i, it is the finest piece of sincere conpreration, lll)j(:(‘[.lv,b
conperation, that 1 have witpessed duting the Jo-years that T have Heen
Conptraller Genvral, '

Atterall, the primary puepose of this bitl, M, Hoffwan, is full dis-
osure: full diselosure, Mo l;]l-zl.-t'. to the Excentive: full diselosure, \
if you plense, o the Congress, ud againg if you pledaee, full disclosure
to the American tarpayer, That o the prinaey puvposecof the aes
vonnt it prrovisions of this bitl, , T

The auditing provisions are prugl'v“i\l- aod i Hine with madera
thonght, o

: . .
Pt it will take this Bl gentlemen, for us to aceagplish this
prociam, st Tourge thisoonanittee to papraiite it pa-sage, T oean
ey oy w Jud 1 ~and to tle .\h-mlmr- of@he Seuate \c-sh-lll.’l\. 'l'llu\!
AN A d A .

have o lmlin_\ over thete, that taithy Sehators can inttotheee 2 single
Bl We do ot luove that poliey over hese in the Tlouse, Bt 1 ean
oy 1o yond that f this B becates the Bow, every anember of this .
Hon-e connnittee can e e Totage point wath prude 1o the faet that :
L oot he connnitive il lnlllu'tl toact th cgh the o4 constriebive
e e o b s Msasd Dok e have hisd inw ey tise, '
st he slad 1o ananer any :pu--liun-. i the cotpettee has any.
?‘:llllu'lllih;_:' W= ‘1li|l abont the itull\\'l‘ (‘nlnln:-n;pll. Of UTIHIRIIN lhin

';\-;uf luu;;luiu -l’.il?r\: :'l“f“i vt r!m'ffr-i { nu.uu;x-iu'u Was i fulﬁ’u:tt
ot ceganized, HCsohappensthat the objectives of the Conmi-sion and
the aijoctivg s wfthe joint progra are eibodied to a vemarkable extent
e tha- il “'lu'h, - Mr, l\'ul'\lull Iyt~ nll’l'llll_\ -1|il|. i cante~ to el
eov- b dinggishing it power amd creating i the executive Lk of i
the Ciovernnwnt whoaccountang gemvendy tht I utterly impo-ailite, 1t -
Wa u\l'l\\lll-llu.:u-_!l_\ tll‘rl'llll'tl TR \\}wn lll’lllm-t'll ll_\ M. Buover
by Eaeentive opder, bt owas overwhelmingly deseted o 1936wl
,\][, Baov-ovell ulkr‘ln;lh‘cf i ll.\ I\'g‘;wluﬂull. -

Eohaih i1 there 1= oo thing that Congress is jeadous of, nnd ought 1o
In ||e:||m|-. of, 1 s it vontrol oy er the ulll!l‘u[n'iu(iuln that ot llml\'m,

Ll pus ~ocal of the Coomission i outinoded, Mr. Chainoan,
Thet t matter onaen the il dam. You leaa theonists g arongel
aveng et e stovioting sy etet and the amditing st ol e
Goveriment ~hondd b,

Uowald tell you that this Bill is o -pougienl measure, busal on long
exprerwiee, il 10 WY worke 36 e thee st mensuge of e kind that
cat frenvoluml aond it b thorsmgehly wod fully prosectsd tie Cungress,

- Ao agent, b wonled not bue Love malyocsting i save tlot nob feae,
T Lhe Ul AMRMANG MB KAt - - - o o - o o
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My, Kanstes. Mr, Chairman, I would liké to ask whether the Comp-
troller General conld give us any idea s to savings that could be ac-
complishe | oueder this legislation, 1) o

Mr. Wakees, The =ataags, Mr. Karsten, cannot acenrately be esti-

niated indollars and cents. Anybody that comes in and makes general

_statements to you that a bill such as this ean save so-misdowaoney is

OF course, it will nuthe for eflivieney and there will widochredly be 3

sovings,  Por example, our ndy aceonunting =ystem that we have et

stalledd for the Maritime Comnassion, there have slready been savings =

there, and. of eonrse, the resnbant Joss of jobs by more ellicient
methods:” . : ) ‘.

A dobbyist put ot over heve before the Senate tomuwittee yosterday
that thi- ! woull canse the General Aecounging Oee to veduce
S0 pereent,  Well, that is utterly untrme, Some paduetion. may be

po-=ible itder some of the provisions of the bill, and if o youw may be

~

sure they will e made, Bt with the reduetions alveady made 1t is

Besord e where auyone coald lnve obtained a fignre of 50 percent,

Mue Horevas, What ifit wenld wind vou get your work done !

Me Wagneex, That wonld be splendid, if it would,  Let me answer
that vight now oy Mriend,  The General Neconpting Ofliee had 15000
people at s peak in G, and withont any diveetive whatever from
the Congress we have beerable toent them today to 7,550,

My, Horrvax, Yo donat vegret that, da you !

Me Waex, Fam bonstingoverit, #4720

I oaill teed you anothar thing, 1 doneiswant you to say that we
averestinated when T tell yon this, and™iriny other ageney” has done
it, [ wanld like to know avout it We went o the Senate \ppro-
priations Comiteee Lt month gl tolld them that they could ent
U ev et S below the amount wporoprinted for ns in the Honee,

Laviare we fad been able to mnke the snvigta by more efficient methods,

But foranyonse tosny that vou can ent oz ople, that i~ jist
absolntely ngl trae, o gotng to ent that oflice down 1o the size it

T ought 1o be ent Lo, provuled weddo not i the efficeney of it

Mr. Horesase Yoo bad béefer dooir Iefore you et thew know you
uie going todeat,

M Wi, D wilbler them hnow it Pl undorstand thae,

Mr. Hoer was, Then you expect visitors,/

ML Wankes, Welave pleaty of the. ,

Powanled sy this, thongh: Ones o Manbot of Congress has been
tolid byt o progrng amd winlerstonds it he conperates with s on
the pees-anebiuestion 1R pepeag,

'l’ku-('u v, Doy o huavenny furtlr guestions, Mre. Hottwan ¢
Me Horosan, How Tong s yonr t vet tarun s \

Mo Woomes, T shonld sorvn it owt, My, Hotfina, 1 have 5 “_“HI a

Yl s
M Hotess. Younrenot suhiject to veppat e, wre son t

Mo Wiy, No, #1 s por ~hathl ] be, '

My Hoepsian, Hlve oo incotmaplation any achigsongd law whieh
wordd bt the holdor of that eltice 1o being o Memlag of eithey the
Hone on tiv Spnatp -

[UTT Y ST S|
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M, .”01 FMAN. \I\' pumt is this: Certainly when you wers in the .

Heuse Llearned to respect your ability and sincerity.  This sgencey of
which you are the head eally is the only agency “that Lmnm~. “has
of vhecking and beingidy iserl of what is lmpponu i 1o the peuplc 3

" Bney, Nt not "

Mr, Wankes, That is ahsolntely correet, It is . lmn[mrt ixan, Hon-
puliticul ageney, subject unl\ tothe Congress,

MecHorrsax, Aid whoéverIokds the office eannot 5 re: ppointed
is that correct /

My, Wakes, That is correct, and he ought not to be.

My, Horrsax, That 1s why I think ﬂl.lt, being an agency of the
Copgress, thero shiould be some provision in the law that unl\ i men-
ber of the one branel or the other could hold that office. I suppose
you know what Fam getting at., o

My, Wangex. Yes. OF course, T would not pass on that question.
A Lhave told? this committee before, T um nat t‘ww beeatre T wanted
tu Le there,

Mr, Hovestay. 1 understand that, tog - amd I tlunk you have dor
amost remarkable job, - o

Is there amy thing in this bill sy where that would tends oven rve-
motely, to lessen the control which Congress or the azeney has.over
public Tunes?

Mr. Wakkes. T give you my personn] assuranes there is nothmg in
thereghat wouldin any way lessen the esntrol of Cetgress over uppro-
priated funds,

Me, Horrsan, Yon veferrdd to tne attempt of Mr. Hoover and
M, Rowsovelt to—What- was it—abolish this ageney, or teansfer its
funetioZs, or eripple it,.or something,

Mr. Wik, Tt is the saue tlnng One move was to absolutely
1. lcnlhll it,

,\ll. Horostas, Do you know what were the rensons ek of that,
the given ven-ons, anyway 4

Me W AubLN, llwu' i~ u =choo] of thonght u\Nllm tadey, mainky
vaeh by o the Gt ihitndnd, that ¢ ohiZle 3. ..lm\] P have no &t h Ry ]n\
as this -

M, Horesnss Dooyou e that we should j st approprinte the

coney sl Jot llu- other fellaws spendd it 4

Mo Waas N, Phat this shouhd Ye i the evectttive braneh of tha
~Lenverinent ¢ llml Crpgzress shouls l have no el pgency as tlu:- and

“oreveny ot did lave, that <ol be condineld -uh'l\ e Teporting,

My HorrseaN, Youdoaecover money Tor ns,do ) ou ns ¢

Mr. Wi That ~clwol of thought say~ tha she Comptrollep
General shonhd have wo ponwer of .l|~.|ll.-.\u.m- Well, 1 thluk this
cattrter s bened this before, but, if not, T wil) luumnl ool it
that Juting {Tn IH yeats that 1 ln.ul Iueeete i olly i we Lage ‘evoypred
anel put bapes e the Frsnny M..llmlmu-u llml vither had Leen
ertopeondy o illegally Pand mut < Lair to sy that eveept for, iy
tienoal Xceounting Othee, none ul l.n.ll wonghd ln\.- conte baek,

Thr- ~vhoob of thagebht that we g "t‘ tlhae g al it )\\l\: »Oh, llu,'
ardet o morder i peteation, the | Porsptiofla (i stal sShoald hase
f oot ol i aflawanee, that ull/ ¢ chonhd do is ta veport,

A ot dat o old, vatnoded, / .
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T MY WanE. wme of the punupal one:,-—'\mLI_de ‘notosu)a thls’ o
i, Tua disrAspect fulahner—— "7 oo e S
.27 My Hoersew! §oara not nsking Ly way of («p;uclsm, either. ~ LT
~e < Mr. Wakrex. They sre people mainly " utstde of the Gowmment

' who advoeate giving. more anthuiity. to the eyecutive buanelhy Jpis

. just the same o Aroutt with anath errmg around its tail, n.n(l it hasbeen o

}‘ - s dcfoatod wice Yefore, - AT

i

MESHOFRLN, T asame that 1ho~e 'rentlelr' “n, by thPll' thmkmg, oY

L “hreof somo saluesonewhefer. - - -
N M. Harov, Mr. (‘lmrmun,l'mwllr s.ly that Mr, \Vn"ren’e expres—
..~ . slon is a yery typieal North Cmol‘mt nnd VJrnrmm c*cpmsctml and,

2o I tetiak, iost appropriate, o .y N Tt
5 '({.:;’ﬂ My Horrsan, Yes, - - - R
; ~ “What have you to say’ :lbout tlna tmlwfrr of funda th]nn tho =
S Dmmrlmont? ~ (O :
{_ Mr. Wargrex. I‘Int is budget prov:qrom and I nntlclpate that‘
-~ that vonid comeont, 1 e
|
4

|
v, Hoeeseay, 1 it doey coms ovf, , nat,is- tllc prmup'\l objection : - . J

. I see-24 this bill vight now; and I eanpot ge-for that one. S,
:‘1 Mr. WagkeN. ’llmt is n budn'et provision. ’lhe Dnroowr oﬁ the = .
T, Bmlp.or is heve . -7 Je AR

RN m-glgt say ﬂmt that provision is < arried i in appro rmtlons bills
: . for sone-departments, bii. £ understaict that there might not be any, |

L i ob{ ection to that coming-nut, that ameng othu' c.eetmu ~

e [r, Horpyray, What other secticy 1.=4 ST e L

© 0 Mo Wakees, 103 o Ty NG

7" Mg Horestan, That is-along. fhe ev ™ W JUH L at 35 along ’
! tluw.xmo]moxn\llwot,lxc.rmm. . SR
; _ \h. WarneN, That isein ., -l W
M+ Heserax, Going over to 116, wlmt is- tl{o nr‘mqe of that? ,
A 3 Alr, \\ ARREN, W’xll yov, ler 3 my nwatunt. \Ir Vex zel mN\'er that.. <
- ‘ :lm‘ V(m e ~ - oy
M Huspyax, Yos, S 23

TPhECramnay, Suyoly,
K M. Wanrzer, My, Chajvman, the purpose of 116 is to onnble the
BN Lumplml]uu Gener: u} vo, gfizcoutinue the mainfeopnee in_the Generpl
Lo . Aecounting nmm of Certiln ueconnts that nre nuw x'(-quu'ed by Juw
te bo matmzijued incthat Gilice,
My Uoreseax. Then why do-they ke, that law? Wiy do we not
u-;\ aj fhad law that vequives those’ newotints to be mamtmm..:&
, fe. Warrzea, Beeause, Mp, Hoffuwy ) it is impossible. to, say if)du J
. Ahat those aecciigts should ston, They sep o urﬂuulﬂu Taeus of con-
.7 trol mydev certuin existing procedures,  But with the develupent

"y

.. of yew puwdmg« nder the joint-accouuting program that whl be ="
_antdyaized by thisne t, some of those neepunts will become unnecessoyry, ™
Mp, Hopeyay, Yo know new thay will becomo unnecessary, yaw. - .
s%. Wy uet sond up biils u-i:cnluw those particulur statutesy -

‘Mr WENzE t-Becanse, Mr. Hodmun, it eanuot be done n\'m‘mn'hl

] Tt iy n fuatsitory proposition, Tt yeguires m’ulopmcn* o _thy b.ms —
Ll uu} rovieg agmiey aceounting syitaes to the pumt—xuul that is ol
P one of the puuun'\' purposes uf tlw. ]mrf qt the net—*that they cnn
B D velied on o that Yuipase, e =

In that event, by propar juternal uu(-nnutnm 'md ‘internal mu(mT
Lt tlw agoreies vnu[nrnung tQ reyuiromeonts, prnquhfd hy tho (! nmpw .
N e o AL S e e ot - e .
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Q =7 troller General, and proper. independent audit on’the part of the .
L General Aecounting Office, these accounts' that are now béng n.am-.
o - tadued would represent unnecessury duplication and can be dispensed
- withoon a transitional and a gradual basis, on an agency-by-agenie;,
oo~ e, perhaps, o, oL
- Ar, Horraax. Wit a minute.  What you are saymg now it that
. iere we certain laws that vequire the kceping of céitain accounts, o
-, 7 6ad that by scction 116 ysu are giving the Cemptroller Generai
Lt anghority to. in effect, repeal those laws. That is what it amovnts ...
| L toghitaer? T R _ ' ST,
Ms Werrzer. No, siv:'I do noi ‘think so. RN S
, ~Mp. Hyreaay, What dors it amoant tn, i f not that 8 .
et Me, Werrzen, It gives the Compirotler General. asthe best possible -
~ . ngzent of the Congressto have the proper central contvol, the autnority

i < 5 tothurge acconnts in fieoffice,
|

Tasust te]] you that some of the requirements in the law as to keeping
thise Joronnts are rather indivect, - 5 -, 7 o
- .. - Tor example, there is a.requirement in 31 United States Code 76
o .- - that certain warrants shali be enrered on the books of the General
} > Accounting Office. oL
;

4 1) b . . s 7 “

Phere has been some argument as to whether there is any basic law, ]
buek of that.epde provision, buf o view of the fact that 1t has been |
dong v Tung, ave el there is specific authority required in order tof [

»

1 « ‘
_ =0 ~dmpunse with those accounts,
snT e, Horrstas, Can you stop.rizht there? : D
‘Chless there is a Iyw aunthorizing the keeping of Jhose accounts, '
- your do nat need-any- aytiority tordiseontinue them, do you?
e Mr, Werezi.. M. Hoflioan, there is a rule-of law, as you know, of
Y cougseyphat lang administative practice, vaifiedby Congress, is aiven
weiehs-as being the law, ' S '
. Mr, Hoeearax, Wait a minme,  Your avgument j
©anda]lthat, thepractice has beenmedaw, is it not ¢
© 7S Mg Weirzes, That is corveet, - '
.- My, Horestan, T the quswis yap gave a while ago was not a
L. “eorrat one, gl what yon are doing frere is obtaining authority fo
L chapge the Taw with rafvrencd fo the Keeping of accomntssds that not - - - -
POPRCLY L = s '
3 Me Werrzen, No, sie, This ehanges the-Taw in itsel £ beeause it ve-
oo moves themandatory reguivement for thye Con:ptroller Geneyal te keop
these necoupts and makes it 2 permissive. requirement.  That is one N
“uf the big peints of this hill, thyy if the aceounting is frozen ip the
© Jwew, it wakes it very hard, to wodegnize and fmprave necounting pro- :
ceduves, ta keapghemp to date without at the sawe tine losing amy |
-contyal by Congress, -3 - - : - .
- ke HoreanN, With-due vespeet,_you are using a Totof wiida iy -
“apswer to iy question, but what itCell aeionnas tois that inasmueh” < |
C - o these acconnts are {rozen—which ix 68 <word oy usod-=theie by :
- thedaw, et hy spegifie enactment op by pstom, that now it fouires
_ this pravlsian in ovder to make the.chnugyd that yon say is desivable,

s that by cnstom e

- N

= Mes W, TEhat s vight, (R S
o <My Horeatas, My question i3, i that'.s »o, and Congress-hoing in 7
‘ sessiog st of the tine under molers conditions, why spunot you come
Coae ot for thatlif there might -be some very vital neeount, or some
' _pecosnt . Congeress hought ougu 3 be Kept ! - L -
N o e s TF SRS S —_——_—
v L ~ CoT VIR -
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* _For example, I refember the merchant-marine - business. OQur __
" learings are closed, but-sf I vemember corrvectly, it was'said that there "=
Cwersoe 525,000,000 there that were paid out without authority. I
« " thiuk the Comptroller General’s report so stated, If we had a luw
- - requinng the preservation of the evidenee, or the production of evi-
i Jdenes in the frst instance, justifying those paymonts, you might say
‘ "that nider thig we could do away with that, - ' -
My Werrzen, My, Hoilman, T do not think that would follow.
SThitis an entively different matter, as Mr, ITardy, who was chairman
. ‘of the subicommittee, would agree, I biiieve. -
, The amieunt that was paid out had nothing to do with the keeping
2+ of controls by the General Aceounting Office. It was determing\icns
- . by the Maritime Conmission, on which-Congress had given them the
anthority in some enses-to make those determinations,
N Horrsax. On eertain evidence. Baut they did not have the,
evidence ythat is all. o X

Mr. Werrzer, But the-General Accounting Office would not be
authorized, under present Jaw, to say what evidence they have to have.

S Luder that point we are developing the proper controls in the Mari-
tm.e Conanission, .
. - The Criamrax, M. Hardy? o

Me, Haov. -1 wane to-Fuow if T understand ghis pieture, Under
present law the Comptroller General is required to nmintwn certain
specific ledger aceonnts. “So “that becomes w4 direetive that ledger
seeonts of a certain nature shall be maintained,

' It would seem to me, My, Hoffnuan, that this is a vather inflexible
. provosition. Tt dues not necessarily relate to accurate buokkeeping or
acrute- accounting, It rvelates to the manner jn which these ac-
counts sl be set wp,  Under existing law, we have said, “You shall
. set up thesCledger ui ounts?: wheveas, if yoa changed the procedures,
. you may créwte ap-iiflexible situation, ‘This provision would give

. flexibility und ;\\:’iu\ld make it optional to do so, i1 needed and, if not,

LD you would notZimnveto maintainthose ledger accounts, -
‘ Mr. Hopratax., Myapgument is only that if the Congress lins en-
actrd legishation whicl vequives the keaping of certain necounts, then
if the Comptroller General does not Wait to Keep those aeconits, e
« should come to the-Congress, !
fn my brief experience heve, the Comptroller General, so fav as 1
recall—and he ean corveet me if § am wrong—has never come to the
, Congress mud asked fov speeifie legialution and not gotten it, .-
' Am T dfghe ine ghat? -7 "
[ - e WoakreN, That is corveet, =
~ M Hoersax, Then 1 say that the Comptroller General, just like
< these other ggencies such as the exeentive departiment, should come to
us with his requests, beeause he i. the-only ageney which the Congress
<& has lakeep its inger'on the situntion,
‘ If we are going tv.gro one step furthor end sy, “Oh well, we will,

: leaviit Lo you and you-do it all,* we luse control over him finally. .
o M Hamy, 1 wonder of we ave not going a little far afiold?
My Horeman, Weare losing much now,  Congress does wot amount

A
——

e to niu:li:m\.}' maore, N
Mr. Feawov, Covtainly, But would you not think we are going too.

Il

fuy if we speeify the accounts?
. 'EMAN e_mnlsL}uaLmum to ng for anvthing. . .

\
|
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Mr. Werrzer, Mr. Chairman, if that were to be dovey [ am afraid = >
it would necessitate a lot of piecemeal legislation. ] -

Mr. Horpmax. We have enough of that, so that a little more would
not hurt, ., 7r

Mr. Werrzer. It would require author.ty to discontinue 16 ac-
counts for a certain bureau. o~ ]

Mr. Horpatan. But what you are asking for-under section 116 is
what yon might say is almost unlimited power to determine the kind
of acconnts you are going to keep. 0

I am no-more disposed to give the Comptroller General a blank check
on authority—and I am sure he does not want it; I de.not believa he
does—than I am any other agency of government. I diimot.beijeve . -
that when he was in Congress, and I have never seen any evidence of -
it since. I think somebody else helped him write this,

Mr. Werrzern, Mr, Hoffman, Mr, Warren wrote this himself,

Mr. Horratan. Well, you are speaking for him here, and I never
knew him to be tongue-tied. -,

Mr. Wrirzer. This bill is all tied together on the basis that the
. agencies’ accounting systems, under requirements prescribed by the
/ Comptroller General, are going to be the basis of the controls of Con-

gress, as well as of those which thie Secretary, of the Treasury needs to -
exercise, ail which the Director of the Budizet needs to cxercise,
L In line with that, we want to elini'nate overlapping and duplicatian,
and T am sure yo.. to. :
Your bill provides for it,.too, except that we think the bill on this
joint program provides for it in a realistic and a practical way.

\ Wo want to provide for eliminating overlapping and dupliention of .

: controls so that you do not have to have accounts in six different |

\\ places to veflect the same transuction when everybody can ure the same /
1 - A1

mformation from the samo place. ~ i
My-Horraay. Let me say now : You are now getting into the reatin -~
i of thesy professors.  Yon ave n young man coming heve with the iden,
|\t assorainy young men have, that you know all abou! everything. That
4= ay be e, bul nevertheless, I think our Congress should have a

. L ST linde authority as to what they want the agencies to do. I can only

AL tell what you think by what yo'say, -~ — =~ ™ - - e
\ Mr. Werrzen, T would like to eall yonr nttention to a provision in -
| \L  your bill, whieh I will not specify, but which goes much further than

| this, - _
- \\ Mr. Horruax, I have no. move:~ jestions, Mr, Chairman, . I
v The Cuamsan;-Mr. Bonner, doon have any questions? " '
\'\ Mr. Boxxxn. No questions, Mr, Chairman,
U Tae Caraarman, lal . Burnside? -
\ Mr, Burxsie. No questions, T

. The Crawesan, Mr, Bolling?
i Y Mv. Borraxag . Yes, Mv, Chairman,
i Mu, Warren, I take it that since the point was being made, from yonr
| puut of view adequately, you did not feel that there wus any necessity
\ ~of your saying anything further about seetion 116,
‘ Me, Waneen, No. Wae think it is necessayy to eavry aut this joint

accotnling program, very necessary, |
MQ!‘.‘)’-\'I‘}‘.H. Me, Chairman, may I make n statement:along that-snme
line

= —=—he Oy Voo Will ou identify yomselbgied

T |“ \\ . [}

)
J vy -
- . A ey
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M. Yarrs. Frank L. Yates, Assistant Comptroller General.

There is a point, My, Hoffman, that I think has not been brought.
out earlier. I am not a young professor. I have been with the Gov-
ernment 53 years, and I have-seen these things flow along and these
probleéms arise. The real reason for section 116 being included by thie
Comptroller. General and wly he has asked that he be given that
authority is that under the joint accounting program it is tﬁe-purpose

Z» of the Secretary of the Treasury and the Director of the Budget, the - .

[

Cezaptroller General and, indeed, all of the departments of the Goy-
ernment, to proceed in an orderly manner and i'nprove accounting in
the administrative departments and establishments, and. in improv-
ing it to strengthen the administrative controls to be sure that they -
}icep]wi'thin the limitations enacted by the Congress in appropriation
egislation, -

Therefore, the purposs of asking that authority in section 116 is
in order that the Comptroller General, when the accounting as the
joint program goes along, is adequately strengthened in the depurt-
ment, ‘o-enable the Conptroller General then, and only then, to re-
mave what would then be a duplieation of bookkeeping by removing
these certain ledger nccounts in the General Accounting Oftice ; but only

_ when Lo is assured that the substitute bronght about by the joint

accounting program is adeguute to justify that removal.

Since they are to be removed on an agency-by-agency basis, you can
see readily, I am sure, that enactment of legislation removing them all
in one package wou'd to fhat extent interfere with the progress of the
joint accounting progrardand with the orderly way in which we intend
to remove those ledger/iccounts.

Mr, Haroy. May L7 aise one or {ivo questions on thyt?

You are proposin.to change a good many systems and procedures
in the accountine 5f various agencies; is that corvect?

Mr. Yards,”That is right, X )

My, Hanpy., As those procedures and systenss are changed, then your
control in the General Accounting Oflice will have to be changed to
confoym; is that not correct? '

Mr, Yares, And also to provent unnecessary duplieation of book-

" keeping in the General Accounting Offivé,

. Govarmment, -

N e

Mr. Hawoy. Might you not have the situation that if you had a>
system set up in an agency which did not key into the system which
you have heen unsing in the General Accounting Office, that you would
not be able to change your system in the General Accounting Office?

Mr, Vares, Exactly, It is o part of the Joint Accounting pro-
gram, that there shall be made inthe General Aecounting Offize certain
changas to attune its work with the improvements thronghout the

Mr. flaroy, So that your own syctem in the General Accounting
Oflive his to be adjusted from time to time as the agency systems
are chainged and improved ; is that not corvect? s

M, Yaqes, And as we ean, from time to time, rely on the agency
systoms nuae heavily than we ean now, -

Mr, Horesax, “This seetion 116 states that the Comptroller-General
enn diseontinue his aceonnting systems wheniivd his judgment, the
necounting systems of the exeentive and lagislative and judieinl ngen-

cies are sufficivnt to ennble him to do the job yaich the Congress has

ot

Lo
. "
———
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Mr. Yares, That isacorrect” wy o stat ngit, yes.

Mr. HorrsaN. A~suming-That—it piobably has happened and
will happen again—that. the Congress s1ould. because some agency

. or department has been alittle lax in itz iceourting, divect by statute .
that such an agency should give an aciounting, under this section
the Comptroller Gereral could say. *Nu, we do net want let L we
donot need it.”  Hecuidd dothat, couldl enot ? o
My, Yares. No,siv: I do not beliexe tha ; would follow., AT |
- What is involved Lere, Mr. Iloffman,’1s merely the present system
=7 of ledwer accounts tlut are kopt in the General Accounting Oflice
as one of the means, not the only one,l of enforcing the limitations
imposed by Cov  ress, A o .

As the ace of the departments,become aldequate and: as the
Comptroller ¢ 1l finds t}mt they are faithfully kept—and the
General Aeeontinr Office has periadic rediews—he may determine that
it 73 wnnceesary i unjustified to continue maintaining certaim

o ledrer aveonnts in *he General Accountiiig Office, : } _
o Mr. Horrmax. “What if ne does not want to do it again?

M. Y. res, Tle, feels he-can rely on what is happening there, with
Lis review. to'be’ sure that Congress’ will 3- ,'(nfnrcm\. Then, and then
only. it becomes unnedessary for him tokeep these ledger accounts in
the General Accounting Office. which Gould not be justified really:_ .
at thatstage since it woull be unnecessary expense. - , -
~ Mr. Horkyan. My only thought was that, inasmuch as T agreed
with My, Warren's viewpuint that Congress should not give up any
more of its aunthority, I was going one étep further'to say that they
should not give any mote than is né'essary to the Comptroller e
General. e -~ » '

Mr, Yares, There is no question abont your motives, sir. but I
just wantcd to be sure you understood the real reasonback of it.

M. Toreyan. 1 m;,:ﬂize that Mr. Warren is-only going to bu here 5
years, y - -
= UM Yares, I wish hecould be here 15 more,
— My, TTorryaN, SudoLL

My, Lovee, My, Chairman? .

Yt UThe Criaemany’ Mr, Lovee? -0 - :
“Mr, Lovir, Mr. Warren, do yon approve all the provisions of this
hill, with, this exception} T ,
© My, Wanees, I'would sayso,  You refer to sections 103 and 201,
_Mw.Lovge, That is the only exception ¥ L S

' ©Me Warkey, Yes, Tunderstand that may come out,

z The Covamyan, Mr. Iarvey, S o

Mo, Wanvey, Mr, Warrer, this bill, T2, R, 9038 is presumed to put
into acrion the so-called performance budget; is that covrect?

M, Wariex, Fhat is correct, oo

Mr. Ianvey, VWhat is the theory of theperformance hudget 2 }

Mre Wanaex, T wonderif you would let the Director of the Budgrei =2~
discuss that, T have contined wmy remarks to the accounting and "~
auditing provisions, The Directur of the Budget is here and he will
ceme on shortly, o

_ Mr larvey, Due to your vory extensive and thovough backgronnd,
~  You cortainly havo some ideas, and perhaps I can word my question
~alittle diffevently. C

- =~ zDoyonappave ofthe theoryof the performance budaet?---- — - -
SRR = , i

»
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My, Waznney. Yes. : a
Mr. Heagvey, Why? i
Mr. Wakrex. I think it gives more.informatian to the Congress. -
Mr. Harvey. In what way? LM L
Mr, Wannes. It spells out the functions to-be perforned and the

Mr. Hamer, Could you give me an illustratios _ “that? G

Mr. Wanrex. Can you give him a good illustration, Mr. Weitzel*

Mr, Weezen. Mr. Chairman and Mr, Havvey, for example, in the
cuse of an appropriation for the Department.of Agriculture—now,

this may be a bad example because I think a mumber of their appro-

priations ase alre.dy on what you would call a performance basis—
this bill would lay the foundation for the President sending up-for
that appropriation information as to the programs that were going
to be exvried out and the work that was to be done under that'appro-
priation rather than just information on the basis of schedules, of
posiy” s and appropriation language, so that the Congress would have
an idei of what actually was to be-done with that money and the basis
of measuring the performance after the job was done.

We would have the basis, in the General Accounting Office, for con-
ducting our independent audit on that line also. The aceornting pro- |/
visions of the bill ave carefully desigiied to tie right in with the per- ~
formanee bidget basis. > ' , MEINE

I might say that right now we are carrying-on a Governnient-wide
survey, which the Bureau of the Budg et is leading, in cooperation’with
the House Appropriations Commitiée, in accovdwrice with the sug-
sestions in the-conumnittee’s report on the general appropriation bill, to
sec_just what changes in classifientions i aeconnting und budgeting =~
are needed, to give the Congress information as to the budget on a
performanee budget basis, s

Along the line of simplification of accounts, the House Appropria-
tions Committee has already Inid the foundation fer that i section
1110 of the general appropriations bill, and the procedures have been
designed under the joint accounting progran to simplify transfers
between appropriations==but only, Mr, Hoffman, where that is author-
iged by law, v S e

Mr. Horrsan, The other members of the commiitee wanted to
know, too, - .

Mr, Hauvey, 1oa started out to give an illustration and finally
wound up with a genevalization, .. )

Mr, Hagov, Let me again ask him about the illustration,

Mr. Hanvey, T wanted it tied dow to n specific example,

Mr, Hanoy, Let me ask this questioni—=I think it will ('lo it: Forin-
stance, of the price-support operations.  Yon mentioned the Depart-
ment of Agrienlture,  Would the performance budge’- show the
activities and the cost to the Production and Mavketing Administea-
tion, the Commodity Credit Corporation, and so forth, with respect
to price supports?

Mr. Werrzer, T think, Mr, Haedy, an atteapt has been made in
the budget to tie that down. T think the people in the Department
of Agriculture can verify that for you. I think their budget is more 3
along the classic example tlmt.’tho Hoover Commission used in“-its.
report, .

A
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For example, the naval hospital at Bethesda received money out
of several appropriations, but no Member of Congress eould tell how
it cost Lo operate the huspital. -

The Burean of Mines, I believe, received money from 16 appropria- .
tions, but you could not go to one place and find out what it cost to !

-~ operate thyt Burep i, R

It is o question’for the Appropriations Comm:ttees in Congress as |
to how detailed théyxwant the inforniation. -7 -

But the performance budget idea is along the lines of the cost of 3
the programs. In other words, they want $2,000,000 for a road-build-
ing program and they will show you what roads they are going to
build and how many miles, ind where to. -

Or in the case of the Division of Disbursement, they will show you
approximately how much it cost to issneevery check they issue, with
information as tv the kinds and quantities of work to be perrormed.

Mr. Harvey. If T might interrupt you right there, the question 1
have in mind is this: Will this so-called performance budget give
you a breakdown as to the amount. of any given program that is ex-
pended for personnel, supplies, and the other breakdown that is com-
monly carried in aur budgeting procedure as of now?

Mr, Wreizer, That depends, Mr, Harvey. npon what the Appro-
priations Committees want. That breakdown was supplied to them '
this year Ly object dassisication, for sipilies, trausportation, travel, <~
and so forth, . ‘ :

My, Hawey. Lam going to tell you now my impression of the per-
formance budget, My impression of the-performance budget is that.
it is 1 Mother Hubbard, You are just going to cover everything and.
make it nice frum the outside, but-I doubt’ very much, when you
actually come down to it, that it will tie down these appropriations,
as Congress has proviously done, to specific things, It wili-just

Ty

Y.t have said in the course of your testimony, Mr, Warren, that

it. will give Congress and the taxpayers a better understanding of
puolie expenditures, : : g

- In-what way will T, as n taxpayer, have a better understanding.of
o the Federal tax dollar is being spent under the performanee
budget 2 T : ,

Mr. WakreN. That understanding aud infornation is what I um
talking about. 1 think that Congress, and especially this committee
anel its subcommuttees, alveady know the type of reports that we are |
muking up heve on corporntions, ¥ think that our Maritime veport
that has been handled ‘)_\' this committee was considered one of the
most outstanding reports ever sent to Congress, aped it was unanimonsly
appreved after exhnustive hearings by this committee,

{ might say that this joint accounting program is headed by an
eminent ncconntant of distinetion, who has the confidonce of the
entive Government, Mr, Walter Frese,

FPor the fivst time since our Corporation Audits Division in the Gen-
ora) Accomnting Offico was established, wo nre now enrrent ontur
reports,  There is only: one move report 1o be sent next week to the
Congress, which would make it enrrent,  Owr Corporation Audits
pivision, heasded by My, Tves und Mv. Decker, will compare favors’

nbly with any accounting house in Ameviea today, 7

—— [ - — - - - — - = -
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' Mr. Hanvey. -Would you not agree with me that one of the chronic
devices of the Federal Government is the deficiency avpropriation¥
Mr. WakreN. Absolutely. ' : L~
. Mr. Hakvey. Then the question thit I am asking you is-Vv 11l this
performance budget help to cure that? R
Mr. WarreN. Tam not passing on-that, Mr. Harvey. ‘I do not know.
I will say that'if Cungress wants the information and calls for it,
Congress can get it under a performance budget.
Mr. Harvey. But you are not sure that it will help to cure the real
-311 ofmost of our Government agencies, ave you? “
Mr. Wanrex-, It has never cpplied to our agency.
My, Marvey.' I am not talking about your-particular agency.
Mr. WaigeN. Ido not know whether it-would, or not, but it certainly

will provide better accounting for control and management of opera- -

tions us a basis for identifying and preventing deficiencies. ,
> Mr. Hawvey. You will agree with me, will you not, that that is one
of the greatest problems that we have, so far us our Federal appropri-
ations are concerned?
My, WanrexN. That is correct. , S
Mr., Hanvex., And to really justify a substantial change in our pro-
«  <cedure, it vught tobe able to entrect that particular evil.that has beun
so prevalent. > Sy
Mr. Wanreen. I hope it willy = -
- Mr. Hawny, Will the gentleman yield? '
r, Harvey. Yes, e
Mr. Hakoy. I think what he is afraid of is that we may run into
~ a fiasco on the performance hudget, such as we did on the omnibus
- appropriations bill. ‘ T,
Mr. Hawvex. To go ahead regarding this section 116, would you
have any estimate as to the number of ledger accounts that would
be eliminated if the nuthority were given to-the Comptroller Genery1?
Mr. Wakkexs.- None whatever,
Mr, Harvey.. Would it be 2, 20, or 5007

Mr, WakgeN, Wo would have no idea in the \'\191'1(1 ot 'that until

- {vé pot the fighii'es, - - -
=~ Muv., Hawey, Tt could be as many as 500, could it?
Mr, WakrenN, Yes, ,
My, Fiarvey. How many ledger accounts do you carry?”
Mr, WarkeN. ‘They would.run up to the thousands,
- My, Harvey, Could you give me an example of ono that might well
be elimjuated under this? _ . ,
]I\tlr. WanrkeN, Mr, Weitzel, I wish you would give-an example of
* that, R L ’ )
My, Wrnzen, My, Havvey, one ot those wonld be limitation nccounts

=,

which are kept in the General Accounting Oflice, where there is a -

Timitation of sa many dollurs under a partienlar appropriation, for
example, on how much ean be spent on personal sevvices in the Distriet
of Columbia,  Wa keop in the Ceneral Accounting Office a limitation
neeount for oach of those, and there ave hundeeds of thosa, The
apencies keep those necounts, and we have found fram long yems.of
experience that thes feetive way of nuditing to see whether the agency
keops within those hinitations i viglt within the agency itself, '

—+«Wa havo had o svstem under whieh the nreneies furnish us infors

© xtion from their vecords, which wo post on those Tedger accounts,

O L]
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But we. bave no way of verifying whether that information is correct
without inspecting agency accounts,

I do not. want to discount the value of that ymder the present sys-
tem, but as we go out and work with the agencies in setting up proper
controls and proseribe certain related accounting systen: requirements
and make comprehensive awdits of the agendes right at the site of
their operations, that is the place where we can check whether they
are keeping withia the limitations. , T

In the? event, the limitatior.accounts in the General Accounting
Oflice may not only become nonessential but wasteful.

Mr. ITawvvey. You will have to keep in the General Accomnting Of-
fice, however, will you not, some mathod of a record, at leust, of
whether the limitations have been complied with? r

Mr. Weitzen. We have in the General Accounting Office, as T in-
dicated, this record: which neans only as much as the reports that
cobeintous, . ~ )

In otler wordsy there is no comprehei:
the reports that ave furnished by the agene,
ing Office,

When we get ont to the agencies. we can do it at each agency and
see for ourselves in a far better way that the agencies ave observing
those limitations. : _

In other words, we will have the right to prescribe the prinejples
and standards under which those agencies’ books ave kept, amld then
\\'v.\\'bill cooperate with the agencies in developing the systems under
this bill, o7

Then we will make an independent audit of the agencies’ accounts,
see that they are keeping them in the way which will properly classify
that information. If it ismot proper, we will see that it is-put on a
properbasis. It ean be done there far better than it can be done in any
single place, '

That is one of the examples of the kinds of accounts we axn keep-
ing in the General Accounting Oftice now, As the whole system is
changed:and the emphasis is placed on keeping the accounts within
the ageney, where it will serve the needs of the prency manngements
and Congress also, and the President, thery is much development that
ean tuke pluce, but.it-lps to be done on anagency basis, =
M, Haryey, Y(.‘{u snid just n woment ago that the checks ov chits,
ov_*hatever you wall them, ave sent down there to your agency and
Loy may or may not be of any value at all, Do you mean to say that
they just ave so ineffective, or so poor, in their necounting procedure
that you eannot depend upon reports to you of oxpenditm‘oss '

Mre Werrzen, Mr. Haevey, T would not say that, But T would say
that a far better way is to get out the ageneies® books and see what
is in the ngencies’ books and what they are putting in, aid how they
nve putting it in, rather than depending on thousan.ls of pieces of
paper coming in to Washington to be vosted to centrnl accounts,

The Government has gotten so big thay we; in conjunction with alt
other contral control agencies, have found that we gel all tied up in
red tape in attempting (o haveeevery pieee of puper on every transs
aetion posted in the wgeney, sometimes in the’ Trensuey and  then,
pgeain, in the General Neeaunting Oftice, '

S to the Genernl Account-

If the Congress ever wants us to save money and at the snme tHine

\‘:Q check on the aceuraey of -

-prmium “Temits, - simphiivd-nng maxdernized - accounnng- RYRIONL 1S
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O

o the apswer. ‘Fhat is the only way we can do it, to go right back to
the grass voots in the agencies und put on them the responsibility to
keep proper accounts and to post transactions to those accounts and
then go out there and see that they doit. '

Tlien for the fiyst time we will have a veaiistic contrel of expendi- -
tures in this trerdendous Government todny. ‘The system that isin *
use now was developed when Government expenditures were one-teath

of what they mesoday. - - .

Mr. Hawvey, ‘Chat brings up another point that T have heard dis- &
cussed quite fred hently, which is that the Comptroller General acts :
more or Jess as a1l advisory agent to the agencies of Government with
regard to expend ures.  That is, they will come to yon first of all and
ask you the quesjon: Is the expenditure legal? Then they: ask you,
to prepave for fiem a report as to whethier a given expenditure is
legal or not. 1 that corveet? ‘That has been the common procedure, .
hasitpot? / )

Mr, Werrzer: /That is, Mr. Havvey, and it will continue tobe. There
i= absolutely ne 3Fect in this bill on that procedure.

In other wor ds, this bill afects in no way whatsoever the disallow-
ance power of the Comptroller General, hi~ power to settle nccounts,
and his authority under’ the law to render advance decisions to
agrencies, - That isveserved entirely under this bill, . O

Mr. TLanvey, How can you harmonize that, then, if that has been
your procedure? - {

I am talkingto Mr, Warren now, oo

- How ean you harmonize that withs the expression that has just been
aoade here, that the reports that have come up from the ngencies have
AR

novalue?” . -
Mr, Wankes. 1 do not think it is a question of harn.onizing at all,
We have found from long experience that the report . do have only v
partial value, and this new procedure will give us the' cpportunity to
get better control through the setting up and maintenance of proper
accounting controlsin the agencies, ‘
.\%r. Harvev, You gv down and check them ANyWRY, NOW do you
- not ) : g
AL Woakigs; We andie ihein: Tehink §aii aie ot vistiiguishing -
between auditing and accounting, i
My 1anvey, Youhave to have both of them, do you ns)
Mr, Wankex, We eannot afforsd to do both the neeor
auditing especinlly sinee we ean peeseribe necounting
ments, /
“ Me Marvey, Of course, Ldo not expeet you to godo
accounting forthem, if that is what you infer, "
My, Warknes, Noithis bill will permit the agencies to ¢ o the account-
ing under ewtuin principles and veguivements preseribed by and
subject to audit by the Conptroller-General to hald ¢ht contvol fur
the Cungress, T o
My, Hanvey, T sti)l do not think the question has been satisfuctorvily
answered, but we will take it up in greater detail, or T would like to,
if theopportinity isafforded, with the Dijector of the Budget,
On puge 19, seetion 2038, T note theve (hat this gives n-great deal of
authoriry to the President to wodify reserves from nppra wintions, 1
am wondeving whether that does not ulse give the 1 ro;-i(llont by that -
~rax:m:y_;:uulmuiL'\;l.hn».l:i;_lthtV_Lu___di_r.crmuj111minu'réya|:u'(:uhw_‘iL:;,xpmpl:i_nLiuu.i.";ﬁVE&
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that he thinks does ket happen to suit his thinking. even though the .
Congress may have enacted the legislation in good raith. o

Mr. Werrzen, Mr, Chairman and Mr. Harvey. there is a point we
should make. This provision is already covered by a section whicl:
in in the general approprintious bill which hus passe the House, section "
1111, That seétion provides antnovity for setting up budgetary
reserves for contingencies and to provide for improvements in efliviency
afterthe date of the estimates, and so forth. .

In view of that, we would have no objection—and 1 o not think
the Budget Bureau would, either, to eliininating thut section from this .
bill, ) ‘A == - ¢ !

I would also like to say, Mr, Hurvey, that that completes the asswer
also to your qnestion about agencies spending more money than they
have. That same section 1111 contains stringent antideficiency pro- )
visioys, bringing up to date the Antideficiency Act and providing for
an ajportionment system and for agencies to stay within 1hnse
apportionments, N A

Sothat those prohlems should be solved as near as possible by those
provisions of seetion’ 1111 of the bill. o <o

My, Hanvey, It seems to me, ns Hoover said about prohibitian,.that
it is a noble expeviment and that is alt. & . .

Mr. Werrzer. Mr, Chairman, I would like to make the oue pnint <
that this bill avises out of the combined efforts and with the endorsse-
ment of the Compiroller Generul, the Secretacy of the Treasvry, und -
the Director of the Budget. It is a realistic way of putting ivte eflect .«
the objectives of the Hoover Commission. ‘The Hoover Colamiss.on .
would go much further than this bill does in stripping the Comptroller
General of his authority to aet for Congress in the control of public
expenditurés, and for that reason feel that this committee would
far prefer-to see a bill of this nature, which has been carefully worked
ont as asingle system.for the-first time putting the proper responsibili-
ties in the proper places, so that there will be more control by Con-
gress, ot less, >
00%[)1'..1{.\_1\\ Y. Would you-then recommend the elimination of section

My Werizen, Wi have no objection to-that, and the elimination of >
section 201 and-section 103, alsu, to whieh My, Hoifian objected,

There have been some amendiients prepaved, if the committee cares
to uxe those, i
My, Beexsior, T have one question right theve, Mr, Chairnun, -.

The CrirateyayN, Yes, sir, : -
Mr, Bueassiok, Would not this eliminate (e whole set of unneces-
sa1y vouchors? -

Mr, Werrzen, Tt conld, My, Burnside, by providing—and we havo
not toched on thise provi-ions espreially—for decentralization and
refinement of the General Aecovating Office audit, for making selee-
tive mudits at the site, and the-retention of the documents at the site of

~

S S

N uperations, so that & whole set of vouchers and aceompanying doeu-
2+ mentseould be eliminated undler this procedure, .

) Mr. Beexstwor, Not only the”2 Litt when you go haek to the ageney

> you net only go to the voncher, but you ean go belind the voucher if

S yousee it is nesessary and yorp information is available right there,

! M Weizen, That i cortvet, Mr, Burnside,  Wo will andit the
/____whaole peconnting systemy, S ) ) L
y < S
3 /{‘ i
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» -+ Other provisions of the bill will provide for periodic reviews of the
ecuunting systems of the agencies, Audits will be made in the light
of internnl controls and adminisrative practices and the way in which
that agency enforces the Jaws: ou enact. -

* ~ The CinamyaN. Are there any other questions? - .~

= My, Lovre. Mr. Chairman, P TR

The (HatryaN, Yes, Mr, Lovre, -~ -~ IR

Mr, Lovee, 1 have just one-question with reference to the perform-
ance budp t. o i Y

Mr. Har-(v's subcoiumnittes brought out the fact that in connection
with thé-oust of administering the NSLI program, the budget itself
shawed a cost of around appreximately $40,000,000,.while in truth and -
in fact, the cost ran better than $30,000,000 aécording to-the oral

testimony., B - W, e

My question is: Under this performance budget, woulil-you be able ™
tu determine the exa.t cost of administering uny particular program?

- Mro A erzer - My, Lovre, I think much better information wounld

Lo availille to the Congress, Again, the detail of that informsation

“depends on the cost of producing it. But undec lincs that wili Le -

Jaid down in cooperation with the Appropriations Committees on

both sides, every effort will be made 1o make that budget mor« jn-

formative and better supported by accounting duta, so that the Cxn-

-+ gress ean know what it is doing when it appropriates money for a

© program, and not havea large nuinky r of wvpropriations that mny be_
related, but which show no relation among themselves, o
Mr, Buaxsior, I have one further questio: . :
~In Mr. Hardy's subcommittee we werv unahle to find the exact cost
of administering that p rticular program wider the present set-up.
With-this performance vudget, uu(l alsowith this bill, would you then
_bo able to determine he exacy cost of administering\ Jny program ¢
- MeoWinizen, That cost would be determinable.  We are lookmg:
> into the-aecounting system right now in-the Veterans' Xdwministration
-inthe light of all that was brought out before the Hardy subcommittee,
on the cost of the veterans’ life-insurance program, and we are going to
bear.that in mind in helping them with the design of-their system,

- :Weworked very el sly. with §Ir..11:n'd_\'.‘s subeonmitteconthismarter...

My, Lovee, Then do I understand that you will be able to"deter-
mine the-exaet cost of administering muy particular program?  That
1s my queztion., T B e

Mev, Werrzen, T think you wiil be, Mr, Lovre, D

The Cuameman. Thank you very ineh, Ny, Warren and the staff,
We have been very much benefited again by your testimony,

Wo have with us the Seeretary of the Transury of the United
Stutes, the Honorable John W, Sny-or, - -

We are lm})py to have you with us, My, Suyders’ Wil gou take
the witness chaiv, plense? < ' A

v s

STATEMENTS ‘OF HON. JOHN W. SNYDER, SECRETARY OF THE
TREASURY: AND EDWARD F. BARTELT, FISCAL ASSISTANT
SECRETARY OF THE TREASURY .

Y Secrotary Sxvper, My, Chinivman and gentlemen of the committee,
iy purpose in being hove with you today is forthe purpuse of express.

[ - 1
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o dnge my pc-r«w al mtelcst in the bill which is hefo}e the cum.mucc ‘

“for study today. - ~
U It was through my oﬂ'ces back in Januarvoif. ")fs that we "nt the e
A Comptroller General, e Treasury Depivtment, and the Bl.lvet T

Bureau together to bt-llt \\Oll\ on a progrun fo the sim plificagon ©
and improvement in our general acconnting system.

As you know, all finane sal tran sctions center in the Treasuy, and
itis qulte important to us, in the general improvemem of 'ln.mu'\' L
operations, tc: try to improve |l:_- el Lno .umvmfnw chm of the -

-, Government. ' !

When T went into the Treasury v. one of the fiif thlh"\ I did was to
set upa nmm«vomont-nnpru\'omom group to study tho nnpw\ inent
of the efliciency und economy of il the clop.uhnont of the 'LCreasery, ]
all the hureaus and various divisions. and this struch. e as being one -
of the vital and important segments of that type of apy: roach te buttor -
-management and better operations. o

I was lelighted to find that T had a strong cuppm’tm‘ “or, vather, ar
equ: l“" aggrressive advoeate for an inw: rovement. Prograns, in tha .,
Compiroller General, "W e got tozether and talked it ov epand T found
that he was equally. earnest in ]ns dthL' to work together on a jant
program. 4 K

‘Ehe Director of the Bmlnot wa ilso areatly interesied beeause he .~ -¢
found, in preparing reports to the («)nwus.s and to the Fres bat. "
that many times there had to be; ul]ustnwnls in the figures that weu:
reported by the agrencies in rospolise to aspecific question because of .
their different gecounting sysiers and bases ot presentation, A

- The Comptroller Generat'said he had ol ; ureat trouble with these
tlnn,r_'~, with things «f that sort, aud, o cotese. in”“dhe Fiseal Aisisteut

o Secrelary's office, we were ce tinually enfrontad with tim-nroblom. -
"~ Many times we were delayed in g -ttm" vitai figrres fooir Congress ar.¥s
. for the 1) esident tad for the \'.n ious rmmmituc\ beeniige. of the ad-
© justments that had to-ba made in tho X u'. s’ figgures tha' weTe e
sented to us, > s s o

In my opinion, the (“omphulh; (-onoml h.m mades ver v e‘mng -
and alle presentation - f the. value of' th partic ¢ at hhl to the v~ '
_arnment and toﬂCon;!mas ‘

T have with me the ltm ﬂl \\\ht.».)t hm‘lotmv "'\Il' Bm'hlt whe IHG v
acted for me in thse Joint™ ontererees nid with him e Mr Cakn, 2
who has been very active in it But T, Aied not wint to leave e (h\.- oL
ccassion to them withaut fio f coming to rour coupy; ntco which you.,.
have given us the vriy ilege "\"«Lntu(lu\' andaxXpri - Clrmy w arm pm-'
sanal intevest ac: . wdyueacy of this bill, 7 3

With s enr pernassion, now, Mr. Chairman, and wich the pm mission

. of the committee, T would like to 1a-1 into the vevord at this point.
& very short mopmm] statement to regnster that, fcclmg RN

The-Cresmaan. Vepy well, -

' Seeretary Sy e, 4 am pleased to be 1h‘v persovally to give you .
my vaews an T1 R, 9013 beeause T buieve 3* s 0 very puod B,

Yosterday Tappoared by fore the Senute Comwittee on 3, ';pmul fures
m the Baceutive ‘)upn"lm uts ot Senate bill No. #850, which s iden- -2
tienl-to BL I 0038, .

‘Ax Seevetury of the 'L roustiey, T hmve a great intovost iy seeiyy tho
buglgrot ingg. s 'mmhug. and audit ug sydeln of the hm’mun}on. yni-
]11.3(».1 i q\m-\ Wil |)u\\l|)l(‘ \\ uth lhm in view, T jomiad with lh'

- — J— - - s’ =t _._u.h-.. - - -
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LT (nmptlu“ul‘ Seneral of the United States and the Director of the

“ Burean of the Budget several years ago, in organizing and arrying .-
out a ('oopm.utno program to make tlw Government’s accounting and
linaaeial reporting of the greatest value to all concerned.

Mr ol improvement has already been accomplished as the l(:Su t
of th it progzram an through the wise and constructive polities: -of
&'mu} wroller General “.mcn i carrying out his responsibility. for
presé thing accountig requirements. and performing the Govern-
mient, nmh( At tl-a titne [ appeared before the .\pploprmtxons
Cemt-i it % Lo -House of Representatives last January, I gave a
bt sat ot what wad been done 1ader the program.

‘\T\Ii‘- Clrmin T woudd Tike, with your permission and that of the
edun tter. fo include that report to’ Covgress in my testimony here
fi- 3% {tr reference, in ezse you are inte; P:(L(l .
P (nmmw;»\'om well. - )
: "-’.l"“;-wpov veferre’ to follaws?) 8
[ -
l'l_:-1 ’u'p -~ Usuer THE .1m\T ProGRAW 70 TMPROVE Accot X116 1IN THE Feperat
v e {“ - GovERNMENT °
Gy Jaxvany'12, 1950,
Vind v the Bulget "ml SAvcounting Aty as supplemented, amhosity ‘andl
. rusi) Milly fin mnullniug aceounting systems in the exeentive departments

and ¢ .lnlv~l.||ll'lll~ of (e Govermuent Is fn the Comptroller General of the
lnnml[\l tes - However, the respoiusibility for the day-to-day mantenance
ol liu-' wer umiu" systews is ad mnst be o respousibiiny uf the nrous uhinin-
. frnt, :l wgencles whear the work and oja rations o0 perforinen,  Moreaver,
{11100 & AN T} l)-.,mnm-m aml Lae Burwan of the Budzel bave Impotant legal
- Tes ol B Prom th ! stasdpoint of fiseal admiutstration of the Goverumest,
\\l)uh hate a Léfinfue r~l.|lmnnhlp to the prescribiug of acconnting require-
Cheelts diud the oy 'mion'nl aeeonnting systetis. [ ovder to coordiuate all of
P thoewe 'upuuthhm vand toomake accounttng, reporting, and hudgeting more
R TR 1A ¢ oas fustimwints of Bseal coutro) aml m.um;.ulm-m. o Janpary 6, 1THY,
. the Conptrobier General of tL¢ Cnited Stat. s, the l‘m'c tor of the Burer-of the - A
DBudeg s il tae Scretiny Tuv Proasury .umluu L tLe Joint grogeam mmum-
ing ¢ fo'towlng ns fnndunwmul Ill‘lll('l[llt‘s :
fCuerent. aeeonnting i finauctul reporting are proper lmu-llum of lho
¢ ooniv el ane aceomiting systems preseeibed by the Comptrdcdler
Jdieneran should be Inyecoghlbtion of this nx 0 funtamental prineiple;
. Al fdependen,” of the eveentive branch, Is an essential and propee
-7 uuu ton of thy Genediv. Avesiuiwi Ofliee wud. properly deshewed accounting
“systems are a vityl fuetop to the oifeetiveness of sueh independent andit.,
Acvounting systems shoid e developed as o coaperattive nndectaking as
att essentful ta ppecdng the needs ansd pespousthilitios of hath the entive
and legistative Senaches of the Government, :
Ca At the same thue, they v, oneed the tallowlng ax major shiectives of %o
[ progrom;
i Topraviden hody of smuul nmulnni'u; and reporting lll'“l(“]ll(‘h u.ul # s
= ards for goneral obrervanee Ty oA T
To iy rove the aveonnting ﬂn.u..lntlun» ad the estens of m-L uullm:
in the various departments asd ngoneles; i
P strengthen the faet ity an neeannting of the "F'reasmney D.-.alrlumvt -
o cas e operating eonver fore nirrent uwumnlng and over-nll lhunu lul l'('pul‘hi
= of the Govermment ; - oS
Toprodiee b Jiove inforaints o Hamnelng wp-lrlx. e less m‘unnullllk clinl
P Po l_prave; stapliey, mial soadngihen the .u\urnnu\m ® Kyston nr pudit .
il comtrol lu Hne with the: perensed effectiveness of aceonnting syseemn
Ta canratimte and mu-u-'qh- dget, pecovnting, and reparting: JUAOCORNOR, -
The follew g spmamary, hutlentive of the Kl of progreess befpg maste, wiln
recoutly - panal by e J--Im warklig s s for review by the Comptroller
S flonerel af ihe. Unhted .smu-» l)ll-ulururllwlhu'vuu of the Tidget, aml Sueretary
. nr!lu\'h’v..aur\ : R )
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! B ~ .\CCOU.\'TL\'G PRINCIPLES AND TERMINOLOGY

4 comprehensive statement has oven prepared dealing with 42 subjects con-
cerning necounting prineiples and practices and aroviding the tramework tor a |
cusmnen ternnnology. This tentative statement §s cecelvang Intensive joint review. '
Mueanwhile, many of these_prinecigde, are being erahodied in-the ficeounting sys-
fes of particular agencles, thus j covithig the benetit of prictual experience,
Based in part on o jolnt study and recommendations involving jnveatory control
mothmds, a sepirate statement of tepiat.ve princaples and standar ks for property
.u'(muning is boing preparad for early considerativi by all Goverienent agencles
As o atep leading to the establishmert of ultimate ru.uin-nwnh under the pro-

':l"llh of the Federal Property and \dlllllll\lr.lli\e l'r\l('l‘*l ) t of 1949,
Yy REPORTING AND NUINGETARY SPECIFICATIONS
Tmportant developient work has b an done in connection with the concept of
performance budgeting and the use of tlu- neerral moethod of necounting so that
adequinte recognition anay be ‘given to’ assets, labilities, amd the true cost of
- performing worh aml seeviees by fapetions or activities.  This wock has taken
alvantage of the Installation of mmpro. X1 systems of accounting and re mrthlg
An stieh agenetes s the Bureau of Reefumation (Interfor) and Atomic E cIergy
Canunissfon, The Budget Director hes @ pproved:-in prineiple, the use of aeeotnt-
ing resnlts on the #-eraal basls for idgetary presentation subjeet to a full
constdaation of tts prae tieal implieatimes in three arge ageneies (of which the
Preasury Departimeat i- cae) befure decl ling upon time schedules for the general
Nae of «lunun sueh a basis for icdgetary mirposes,  In adidition, Budget-Treasury
Regulation No. 1, dealing with appertiohments aaud reports on the status of ap-
propraations, is being completely rovise b hut will newd to be reviewed with
Jntencies efore taking the resisjon efective.  In this connection, separate
‘reports to the General Aecounting Otice, relating to such data, aee helng elitni-
nited, Tenl progress is boing piude, sul it to the approva) of Congress, toward
~ dmproving the appropriation stranctore ful: certain agencies moth s to reductio
in number of approprintions amd as to et er hudgeting aml nccounting results,

‘4 AUDITING  CONCEPTS

In line wath §ts present audit coneepts, the General Necounting Office has
set ap a1 progeun fur o comprelensive tspe of andit,. This awdit pregram
recognizes that the deconnting and iternal control proveduces of sael agency
are. the basie polnts for efective control of the Government’s finanekl operas
tions,  In Bue with this, 1t Is the poley of the Goperal Aecounting :Oufiee

S utilize it processes based o an evaluation of acceonting systoms and the
effectiveness of velated Internal chiecks and conteols i the ageneles at-the slte
of operntlons, to the nmyimm esteet practienble, a8 a means for futler and
i ull'm-lhu adinedinegn o thee Camptroller Gumands - responsiiflity to. the

CConaress, A tew otben spbidivision s been set up jntthe, Geneml Aecounting
2 Oflies as ameat s of eneey g ont e comprelensive audit program, - bhe Cnlted
Rintes Coast Guard clreastiey 1 and Maritime Comtalssion hive: been placed_on
i Comprehiensive andit basis,  This i in adigion to the hundeeds of site andits
being performed by the General Acconnting Oflied, Varlons Government-while
requirenmnts o ll]l- sibntission of dociments or reports o l[ll' Generpnl A
comnting Otliee linve alieady been oliminated, wad as tie comprehensive andit
prozeim proppesses stich presen?” " eounting aml audaong DPOEORNE uf the
General Aecomnting Otcew, based § eontral” vevlew awl processing of doen.
wents and ceparts onlzliating witfivageeles, as are dete mined to Ine uum-m-w-
vy o hl.l])])lu]n‘lllll' will be elimiunted or moditled.

ORGANIZATIONAL AND SPAFFING coNe n'w N
N\

Frogresy s been e Ju lhn apilicution by some u..vmh-x uf lmp.u\ml "3
organizitlonal awd” statling concept . Tor peennnting pecformanes, ‘The e
pourtanee of this has beett recogilzad in the Depertinent of Defense, Mtomie
Euergy Comnwdssion, Feouomde Cosperntion Administeation, aud Genernl Set
vicos Mohstiation, Tl vobe and statns of gocounting e boeen satrengthensd
abgn i the Bupean of Reclmmtbob amd Bneeann o Livst Masagenest ¢nterlog)
aid-(he United Stutes Const (amd CPreasaey).,

e . :.
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- TE(,SUATIVE RECOMMENDATIONS .

o Exumples of “aork donl‘u,‘on legislative mnhimendntlmm are the f)roperty .

aceeounting and andit pre isions of the Federal Property and Administrative

o Services'sct of 1401 titlc IV of the National Security Act amendments of 1949,
estabtixhing the controlle: ‘function and organization with respéct to budgetary,
~, necounting, and auditing, dong business lines: and consideration of reorganiza-
= tlon of aceounting and hundgeting in the Post Office Depnrtment along business
. lines, In addition, proposals for changes in basic liwx neeqed for carrying out

" the policles and. work of the joint program are being jointly considered.
5 1 DIBBURSEMENT AND COLLECTION PROCEDURES O

[ Iutensive work has heen done In dnplifying basie procedures for the collee-
tion, deposit, dishursement, and audit of funds in certaln agencies, Experience
Is thus gained tor wider npplication of siuplified procedures in the Government
generally, in ¢jordination with improved internal control procedures and tha
expunsion of c¢ mprehsive andit ag-* ae site of operations,

Youcher pny mient, examination. and audit processes with respeet to certain
figeneies hnve, heen Rimplified_ by ilopting u schedule type of voucher on wh.ch
® mumber of idthorlzed payments to different payees ave listed. -, This avolds
sonding mwany individual vouchers to the disbwrsing ofleers, “Instequl, the
Individual vonchera are retained in the agencles for either on-the-site andit or
direct trunsinisston to the General Accounting Office,  In additien, this new
procedure iy ‘belug given a complete test for all ngencles served by the Treasury
dishursing ofliee in St. Louls In Laler to evaluate savings n paper work, double

= handiime o, doctments, and cost of transporting documoents, with the view to Its
posgible Lroader adoption.

Under procedure developed foe teial Installation in the Unlted Stiutes Const
Guard (Treasury), the secounts of operating agencles will be made-to serve as

- the key points of advance control over the spending of approprintions with a
cortesponding red_tion of accounting work on the pirt of the Treasury and
Generad Mecounthye Otlice, and simpliflention of the control processes now bused
on the warrants issued by the Treasury Department and countersigned in the
Genernd Accounting Office,  ‘The practieal problems Invuived are being worked
out In connection with the new accounting Instatlation In the United Stutex
Loust Guar’ jand the results will ba reviewed from the viewpoint of whler
“applieation in the Government.  This development has great potential wvan.
toges not only from the standpeint of, cconomy but also ax u meuns for pro-
viding proper frtegention betweon the contral nppropristion and cioxh accounting
of the Lreasory Department and tho accounting o _...ner agencies as the basis
for good composite tinanciyl reports for the Goverment as.a whole, If properly
dovewped and fnstalled for the entlre Government, the. lmproved procedure

of-docuinients each year, -

reconelling the oliecking scconnts of disbursing otticers of the Government In
Celog fuly explored by the Genezal Accounting Ofleo and ‘Treasury Depart.
‘ment together,  In thes undertaking all relnted operations arve betng consldered—
- wtarting with the Issunnce of checks und following through to thelr finnl paymoent,
“ along with the necessaty processes of accounting nnd nodit, It shiould be
emplasized that at this stage 31t Is a matter of looklag ally Inte o lnrge

o dmproviong, md stmplitying present methods with attendant economy to the -

\overntoent,  Cortpin proposnls ard procedures which huve been developed
nre belug envefully consplepedl but coneluslons ax to thelr merlt ennnot be
retiched without o thorough analysis and testing In the Jight of sl operating
and [‘"““.\v factors, v ] -

Shoplitled ecleetlon procadures, fLvolving eliminatton of the prepavatlon of
achedules of collection and thelr subagi=sion to dishursing offivers and the Geaecral
Accounting Otllee, have been fnstalled fn the Unlted Statex Maritime Come
mis<tan mnd the United 8tpger Coast Guard.  Wider applieation of such

! procedures witl follow extenston of on-thesite comprehensive autlt to othop

agencles fu approprinte: elrenmstanees, A

[}

— . Jas the putentinllty of elimipaung milllons of repetitive hapdlings gnd postings

The posstbllity of introduclng an fmproved and more economleal gystem for - L

anl costly opevatlon to seo what possibitity theve mny be of strengthening,

[
,
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lmpru\cd and simplified collection controls, based one site andit, have alsy *

been- wstitlled by the Burenu of Land Management (Interjor). * Billling mul col
lection prm-mlurcs in that ageney have heen simpillied and intezeated with its
cantro) aver accounts receivable. -

Rezulations of-the Gener:l Accounting Oftice have been amended o srovide for
Goverument-wide discontintance of the submissions to that Oflice of advange
copics of all sehedules of colleetion-yrepired by auministeative ageoci = In
addivion to the .anving fn LULEY work imvolved in the submission and hansling of
these v uments, there is W osaving in eliminating the pmlh,u of tie colleetion
seneddub pumbers on the eovering warrints sstied by thie Sen-ury Department,

= M

v

ACCOUNTING SYSTEMB OF AGEXCIFN

Waork under the progzeum has been concentrated heavily on the fmprovement .

of the aeconnting spstems and procedures of individaal azencies, Tlds appronch
Is of griat unportapes ot only from the stassdpoint of benellts to the indis Wdaal
HEene| paohved bur also of ])ln\l(“llx.’ realistie aml practienl setlonds Which
l'vm- swp the test of actual experieney for Governent-whle apptication,
-A nen serfes o accounting releiases Las been indtaidd by the General Aevount-
g Offce to accomplish interim meadifloations of existin: rezulativas awl other
e provide g flexible Lasis tor staulating accounting deselupinent by agencdes
thetssclv - consistes witti prineiples cond otler Lroad requivelnents necessary to
effect proper integeation of aceonting in the Sovernment genecally and pecmit
assembhing overall bnancia? data on the propee plate, AN azenoes were sidyvised

Cthat the present basic regutistions of the Generd Accounting Office on geeonnt-

iz (Genernl Regnlations No, Tty were o he regarded s a flexible starting
pulnt for devoloping in-proved seconntieg, This s prov i an cfoaive means
fur revising extstitg regquarements along the right hoes aod for obtaning the
properalegree of fnitiative on the part of the azencies 1n conteibuting 1o swh
revislons,  Work done alongg these ines has reachead Into alimost ever) azeiey
of the Goverument but ouly a few of the igencies in which the work has con-
vetned midor aceonnting wistadlations or comversions are tal lere as examples,
A cunnpletely pevatgged iocounting sistem for the Burean o Redclafaation
tlngerfor) has been fastalled, U|u-rnliun~ have Yurgely been ddecentralized Lo
projects, with a resultn reduction.of aoconnting worck loids in Washington and
i recional ofllies.  Aecruad neconnting, with deredipnaent of Profud cusly, hins
rated with appropration pecounting, A complet 1y roviseld system
of fuanchad reprontiie provides e jinfornittion eabed by pudiiecoent Teom an
vy cnligg statidpoint and aflurds the basis for a perfornnnes budgel o etias

- of netual eosts |

MaJur sevisich of the aceonnting =) stem of lh- United States Marititne Com-
wissin Las advvplished a -ln'l..llu-luu,: of the cubt af over sl assels o
Rreatly saupliled aml popro ed the acomntiv. procedutves, Sach sonpliticition

k- nprovelent bus swen ieinctindia sonooizaed vt v eivables amd celated

togss o procediees, presperty sevottiiting, trust faad’ decoantng, and-the o 'ean-
s P of sizahle bas Kogs i acCountins worhe “Phe pevisions fnacoounting pro-
wedures hice been developed e conrdiation wlthe apptuathm of oncthesite
campreliensive gudits. T e al iprovements have been govompanied by a
deereise iu the steeoniting staf),

Wtk planning for the scconntae g system of the Bcolondi Cooperation Ad-
mnstriton Chefote leadslnton was el conteibutel e establiskent of
the acconpting otgamiztion at Qe highest lesel with the appoiitiaent of aw ot

siatding professienal atccantant as controbier. Phe syatem, as deselugead, D o
bev gy muu-d i plneiple aid s bede g revies ed fn actiml upetiabion u Ue licht

ul gl neciis to e served, Features of the systein of spicinl intevest feotn the
sttt of the Jobat progtam are peonmd gooonnting, decentialization of
tes pobis bty 1o contiol of ospeisditnres to te podpts o obl gt anthoiity,
sibjecy- o internai .uulll byl BCN Controllor ) anul speectal te hindgques el
et hds e Hoe Qi Sion of ahupllllwl uitl veotomlen gecommt heeping, eporting,
il control,

The peevntnting of conteidors deabing with the .\Inum ey Conamidssion
Wis Dy dntegrated with tue Colnniasion’s gecaygnting system, ot an aeerual
basis, thus avobdng duplicatton and werlapplng,” Tuls methed af e eomut i
s been sonmdine” ab wity aude: procednres ntilizmg contenetors’ books of
aveaitit i Hew of Fequicing tmerons peinbuesegnent vonchers,  Oply gbout one
venelwr o nonth s needed, supported by staterngents which key the voucher tito

e contrnetor’s pegoninde  Operattons for G Commisnl e pie dvawly fogether

Ol st st gl iized o Dieting 1o terins ar cOsts iud peefornions withs -

1
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- nmmmcu:ze reconeilintion m total ublignsfons, Acmum:z have been established
fur the investment of the Government Incapital H <t ) wurl..lm: uuplml avalil-
uble for fature operations, L\

Conperative effort coutributed to the don\olupnu-nt‘or the provislons of title IV
of the National Security Act amenduents of 14D, which lald.the ground work
for u trmwitfon to fundiomentally improved methods of hudgeting, accounting,
andd repotcingg for the entirve D«pnrnmmt of Defense, and MuNMml the -Offiep of
Comptroller in dmt Department :ind coordinated Jurizdiction over these functions.
Progress i3 belug mcule, through continning cooperative effort, in the direetion
or estublishing performanve hradgeting, accounting fn terms of costs on the ac-
crnél basis, hupru\'ml Interny’ control and fnternil audit, and simplified tiseal
accounting gmi uhhumlm: pre consex, Full time wo<kang linison has been mml»-
lished fron, the stndpolng of; ‘he Joint program, -, -

A completely vevampd founting system 18 belng installed In the Unitets,
States Count Ginrd which Il provide hetter control_and information, mnku-
Jarly with respeer to the eoit of operiations hy programs or activities, Compre-
hesysive mudit by the Geneend Accounting Office at the slite of operations has been
st itutedd. (ullu-huns are belng depoxsited directly with the United States
Trensurer Sherehy elbninstfng donuble Wamiling of eunh il extra acenunting,
Further. prosvdure for controtlims amd geconnting for dishursing funds 18 befng

samplitled 5o as to reduce paper work and avold cortabn dupliestion inaecounting U

under present methods which have heen traditionnl in the Government,, Al
that is being done here wiil be anndyzesd and reviewed from. the-standpoint of
its wiler fmphieatiaus for lmprn\ln;.' aceounting aned related tiseal upvrutluns
frz the Trewsaonry asd other ngenclex of the Governmenit, |

In the Buren of Cistomx procedure for the vemdition u collecturs’ neenunts
for awlit has hwoen improved, providing for o better Imnls of accounting ang
overeoming cortain administeative difiealtids previesly, enconntered, T o
trapework for a resfsed system of revenue gecouwntfug II.N l»oon teveloped 1
the priveiple of strang tnrerunl it and control, withou) duplieation s be-
tween eollectors gl contrallers of clistoms, gl lmpru\'a’uwnt of on-the-site
mplit Ly the Genetal Aeeounting Oflice, /

A eanpy Re vevanaping of the Burean of Eugeavlog and ! rinting's neconnting
sestem Is Dol vooperatively developed a line with g |mpn~n‘ to give the
Burean a bitsloess tape budset with a0 revolvog-fund, mutln 1 of flnnncing and
cotgachensive on thes {le mUll by the Geneinl \u-«'-uun-ln O, Farget s
the budges Cor thent yeas 1052 I-ut cold eLalull calitit tnlu, place until executhe

and congressionad polley Is anally Settled dn the gt of 1 mm-m.-- we vk belng
done~, e

A Tmprovemens has been mnde in-the m--n.,nnu it the Ln- vy Departinent
for fnterest on the poldie debt, The expent'inees for suel InfvTest are gy e
vontnted fur on the hesls.of the Interest sl becomes due and paynble’ cuther
than gy ments muade by the Treasurer of the hitesd 8tpts, NewTenly does this

o bde betlor ace uutlng resubix but It ulhu IE RN ulnpllnlu Uauvtags-in provess:
“Inie pabhd Intervsd cnpminis,”

Comtant-effort Is boing drdeted at Improving n..,'(Ins\lllmnlm.n and buses
for veparling the Gaverpment®. vis and expenditures o the Onily Stite-
ment of the United preaniey, Thae putille-debt Interest mnttee I case
nopebnt. The el mde In showlng vefiumds as o dednclon feog recelpts
riather tan as nn oXpesadlinre s agother example, Mso constderalite work lies
been done I developding procedures Pyesnzh which o wone curient das dilention
mizht be obinlued ol l,lu\ expemtitnees of the Tequivtment of Defense yehick Lo
o extent st now be distreihated fop preckse ehissifbaations on the, sty of
travnsfer amd coniter Warrants |mm-nml et o month affer the lrun\‘utluu-
tkss plitee,

A enaplotely rovised system of uunuuu N ln. heaen hastadld o alv .,\\. o

tourth of the allies of the Unbted Stiatos mtpstus, Jostulintion woik @ pro-
ceeeding e the regivander,  lmproved coutro) ol fufornmtlon are wing ll\ulllh
pllshwl W substantially Tess puper work, theomgh, aduptlon of the nes-syaten.
. uunpluu-l\ vev gnped aeeanting syaten is et tistathal In the lluu-u Luf
Lot Managenent  Chiterloey,  Phis Is bolng coordinated with nm:lh-mlnn of
o the e caiopeehensive it Ximptfed - disbuesennent ansd colleetton ul'u
codqures Tunve Jeen Istalled aod fntegrated s\llu wppraprinte aevounting vuulu,nl
aver all vecelvables, W
L pddiion t the aforetentlomed Mastentive ciases, Intorsive work ins B )
Aot or 15 wder way with the follawling ngenclos In neeotuplishing mote .\-
less mlllpluh' lc'\l-iulln nf uuulllllllu. YRLETIN teporal M-r\ Joem \llllllllll!lulmu

I
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Buriain of Mines «Interfory; Department of State Omilitivy-assistanes pro-,
gramy ;. Department of Agriculture (working capital fond); farmers Home
Aviaiistration and Rural Electrification Adntinistration tboth Agriculture) ;
O Natenal Advisory Committee for Aeronntier: Veternns' Adminkstration (both
* fnsuranee and finanee activities) 5 Distriet of Columbin; Housing and Home
Finunre Ageney (Office of Admlaistrator) ; Bureau of sumd:mlx u ‘ommeree) ;
and Nelective Service Systen,

Work has atlso een or s heing done with the following m.c-m'ws in\ul\lng the
improvement of speeial phases of their acepunting: Innjgration and Naturali-
gitloy Service (Justice) : Geologienl Survey and Bureau of Indan Afnirs' (both
Interlor) ; Post Ofice Inipartment : Burenn of i‘m,l\ns and Civil Aeronauties '
Administration thoth Commereed: Federal Seonritg* Administration: Interstate
Comuierce Comniission; Smithsoninn Institution; le(-ml Power Commission;
and Burean ot Internal Revenue (‘Crensury).

It s ampractical to lst the many procedinal umlram-uu-ms ] stmplifications
which are being accomplished us o duy-toalny propoxition of dealing with the
acconnting problems and work of the varlots sigeneles of the Governuent under
the intluence and guidanee of the policles and objectives of the program.  Con-
tacts rench into almost every aceounting operation of the Government and
lmdreds of Bmprovements and simpiltications in foris and proecdures are
belug aecomplished ax @ normal course of business—to o considernble extent
ns the result of proposils originating with the various adminfstrative ngencles,

‘2 vigorous duy oaduy attack s wntllmlug ull umm vasary d mp and antiquated
lumlu)(ls

"

a " BPECIAL. ARPECTR Olv" ACCOUNTING

In copnection with general developmental work under the program amnd the ©

acteal mstatlation of improved aocodnting systems In partienlar aeegeles, con-

(7 shlerable attention has been given to airlous aspueets of gecounting Im\ing Gov-
ernment-w e fuport,  Thelr applieation Is mportant in the interest of huprovel
neeonating results undd the simplifientien of necoupting processes.

Progress has been made o the practienl appication of acerial acconnting,
steh et hind of accotnting resudts in has g the secounts amld neports of ageneles
~eotleet, eliasify, and anplyze expenditives of approprinted moeney fn termz of

<, At~ of gowds and seddices reeelved - nos sSlmply contricted for or ordersl.
Eapendinres under the aeernnl eoneept represent disburseients it combinattun
with angaed hablities,  Tnventories aeguized are tnken up as assets and recordald
as voxts when 1liey are applied to specifie purpeses,  Aeconnts recolvabloe o
other contials aver moned die the Government are also fietors, - Aetmal exporfenee
fs gprovishng a basis for revfewimg Gooocoment-wide applieatfon of aeertl
tevountt g to both exjrerslitnres and receipta. Developeent of aeconnting in 1his
divection s Teindfng to stinpiitication of accoumting for obligatiuns and vommit-
ments and enabling e latter tipe of decoutiting better to perform s ) rhnary
funeton g eontred to ol me |~|n-mlnu. uf um-luprlullum or ather Imitations,
Thits develapients- in aceotiting shoual ultimafely wahe it posatbic for tha
Laventive, the Coagreess, dtul the-ordinary eltlzen to Tave i mne l| Iwttep ldea of
the actiatl eusts of the otk and seeviees-the Government perforis, -

The establist joo 1 wet at'ng cantrol over Governtehl property byg s e ul
amd ipockand” plinse of the applieation of the pecmal method of neconntlng,
A voprohensive Joint stidy and geport on the presgweety aecountbgg prolilem wWis
vagupdenial, in Lt 1019, by the Burean of the Busaet, Trensuey Dopaitsieent, gl
Bemerat W\ nge OMee pd was buple pyallnble 1o o)) Gosirnment agenches
nlter obitas 2 nelrkence by he Gopweiad Serviees Adic indstration whieh was
created by e 1 dernl Progerty and .\llllllllJ{-ll'l_lqu' Nopvives Act of BHO,  Par
the e congrnative wotRing arrasgenuwnts e leel estahtshaed with the Geoneral
Nogyiers Ndtindstend oot T this aver, The pepogt rellects cotneents il saeges
frana of b Federad agendlen pud yaviots outsble professlonnl gronps osuch as
the Controtlers Dnstitate, Smeglean Tustitute of Aceogntants, nmd othersa. 1t
pravided the basts fov mueh of the waork done o connedtion with the Foderal
Property awl Admintstrative Serviees Mctof WO T bas adsa been nsed s n
Erude e spreettle w R Yone fn ey eloging thse property pluises of aceoluting in
coertane agenclos,  Ctentathve statetnent of property aeconuthe prinvddptes and
stnndarsis toquirest-to e established B the Geneent Account fug Offfee mgdey te
afutetnentiahet aet s ludtg propured_ign] wilt e fsated to sgendes for cotnent
iy the wear future. Provishon has been mades for e asslentnt of staff of 1w
Corparation Swdits DIvVEsan of the Qeneral Aeconutlng Offfee to nmke sueveys
Al mitinte cooperntive work With varlons ngene bex for thee aleselopioent of -

. a1d. . - goesprmpimag b
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g ~ystetns work under the program and with the development of uppropriate
on-thessite property andits,
‘Lhiere has beett mueh progress in decentralizing accounting operations to the
poofuts of operating responsinlity In agencles so a8 to make accounting more
. useful for purposes of current management, ‘This hax been done by ustng “branch
b oflive’” aceosunting technlques, conntion 1o business, and his resulted in substantind
s fngs from elfipiation of duplicating and overlapping accounting records ax
bhetween central oflices and fleld offices,  In the systenis used, each sogient-of the
de et e ysten is tnterlockedd into the system nx n whole by means of reciproeal
naeunnting reluttonships, thus providing an effective basis for internal control
and for composite reports derived through consolidntion of fnterlocking individunl
statements, Repetitive recording of transactions (either on a summary or indi-
vidunl transaction baxis) nnd matntenance of mny forins of memorandium records
have been eliminated with resulting economy,  Rteps are helng taken to obtain
gegwral adoption of this principle for the accounting structure of the entire
Governient. i
One of the inipoctant objectives of the progriim IS to effect proper integreation
between certaln aceonnting of the Treasury Depustinent and the accounting of
other agencies. 1t s Intended to aecomplish this, frest, by effecting r2conciliations
between the aecounts of cauch agenvy and those of the Treqsury Liepartment pere
taining to approprintions, dishursing fungs, and recelpts and repayments; secand,
hy developing Interrelated aceounting processes whicl will avokd or staipiify
aspreets of sueh reconclitntious and establish necessafy accounting relntionships
In the divectlon of coordinsting central.reporting for the Government ns n whole,
A start has been nuude on tytng inte the approprintion and recelpt secounting of
the "Ereasury Department the relited neeoncting of other agencies through re.
conetliations of the records as they now exist.  In line with this appeonch, pro-
vision his been made by the General Aceounting Olice for ellminatag vavious
present vegiiftements fur the stubilsston of -reports to that-oflice,  Prosent require.
ments (ot the subimission by agencies of teaiseripts of thele appropciation seconnts
L 00 be elimluated. Reguirenwnts for the sulimsslon-of_rejarts on the statis of
~approprintlons and trinl balanees have been oliminated for many -ngeneles In
which aveounting systes have been developed-and approved.  Govertmnent-wide
elimination of (hese Intter peporting requirements has been approved in the
General Necontting Offlee aud will thike effeet shortly,  Reporting requirenents
et ntng o disbuy sements acecording to appropriation Hmdtatlens wre being eling
watend on o ageney by ageney bases wherever compreleusive or other site audit
hjs been stavted-or where yetevmination i been made by the General Accannt-
g Ofice that an adeguatcs=ystem of control over Hmitatlons Ix fu effect in the
ageney and acrangeniepts ave e niele for the peclodie fnspection of such
avstenn, - o
Cooperative work has been done and s continetng in developing hospital
e countiug in agencles on an approprlately Integeated basis with veporting
reqititements uf the Burean of the Budget with respen £ to costs af varlons plaises

of honpoggh operations.  This work Is belng dene with o view to the heeds of

manugement v cost data i day-to«day adinnisteation.

Sugzested forme and procedures for develuplng cost dimg v connectlon with
the aequdsitlon aml operation of metor vehicles e Taen do elopeal i eatlalirn
tion with the. Wwiegdepartmental Motor Egonipment Cotomlttce,  These suggested
furius atul procvduges have een disteibtitol 1o agencies andare ptemded te be
Lsed s the basts for the coopeent §s e deselupment in each ageuey of approprinte
provediives for ettt g nevded tigesnent diga as well as for tojorts e
the Burean of-the Budget,

- ' CENVRAI ANCCOUNTEXd AND UEPOLTING

Jolut work Is now starting In froming thee ol pea’ of the contral peporting
s atoin fur the Generatent and stich ventend goeounting as way b necessag,,
Thi~ imvolves nilvivg at evashislons cocernlng the wdaee atsd princides of
the contral <satetn, tahing into conslderation pll woch that s now Iwelng tlone oy
dierent flobls under the Jodut program aqud the v oolutfonnry unplieations uf sl
work with regnvd to eomreal seportipe ad secownting. This I8 0 necessppey
flust phinse of one of the muoat Hoportant hat challenglog andoptakings of the

progenim. The concinstons reched are to e presentiad for polte s consideragge -~

ns o both scope gl preinelples of the anteal sysbencand @ proseam forar
developient and Justallntlon.  Cortaln of the projevis previously  saentiomad
have o speclal signifleanee far the centenl system. The work under wny on

s

performance dgeting ond the applisathon of aeerial aceounting will e

°
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1 Sy =

un imparinnt Iu'.l ine.  Interjmn ch.muc-n\\hh I hiave beenp de in the prineiples
wnderiying the preparaton of the dadly” Frensur, statement hase | (mpordmg .
lmpleations, sieh as the pew basls of Sevonnting for n-\po-n-llnn--- for puk e
tebt Interest as it beeomes due and payable, the treatiaent of refomls s
ducions from receipts, amd the more current elassifiention of expaeditures on
the basis of che ke Issued riather than checks patd,. The Instatlation or conver-
ston of jieconnt ng systetx in suceh plaees as the United States Coist Gunrdd,
Burenu of Leviamation, Department of Aerienttare, iU Burem. of “Customs
I8 prosgding ¢ practienl means of worhlng ont the necessary processes foy
reconel lition or intergeation of ageney aecountinez with the conteal approprin-
tion and vash i counting of the Frensury which is essentind 16 over-all timnelal
dats is to be epapiled on the proper bnisis,

Shiee g basp concorn of this progesm Is the Improvesnent of “acecnnting,
the General Mvcvonnting Oftiee las o hsuling vole by virtue of tue Coraptroller
General’s Tegal responsibility for preseribing Areanting systems, s staft,
therefore, st bear the brunt of the work of the three central fisenl agencios
fnvolved in tlhe Government whde aceonnitng tiell,  Phis work, however, s |
S0 lnhrn\lnml \\Ilh the legal vesponsibilities aqnd fnterests of the I'rensury
Department mt } Burean of the Duddet in related aspeess of ‘the wegIm, 1
having 1o do \]lh operating acconntink, budgeting, and fiseal mlmim sation, .
that approprime particigtion e the gecounting sy stems work’ itmd mmllu l
three-way exchnze of views and techoieal consitation 7 essentinl,”_s )

Une of the jime vequisites of gecoseing in the Governpment b5 to TV el
retable Informetion and vontrol in connection” with the foriiativg, cnackmens,
and execution o the guaevial program of the Gevernment,  ‘Pherefore, the m'llu-
partiespation of the Bureaa of Budaet Is essentlal to the slevelpuent of a1 !
coninng reiit aents Lo proper relatiyn te nuprn\u] budier tolrsnistration sl ‘
the neals of pamsseient, Bureait of tue ikt par feipatlon alse con- ‘
1r1|mh-\' urthea o the pr et by providing asistitnee in coniection it o -

goment problengs which are related to aeeont $ing development, ‘

The Freasury, Department las a vl interest I the results to be achieved
Nder the [ll'uL,I.llll It i~ ossential thet the full Iu»lavnlluhlw» of the Preasury ‘
Drepactnent’s avopunting and tepoating Wodeseloped-” 5 s 10 enable the T
partaett to il ity pertant tiseal responsibtiticos amt furpish cnerent fuau.
eld informaton segarding the operations of the Governtient as a whole. he
it 1 WA s s done wiltl have an itportapt bearing on the determinntion
of general mapirenents o goter feconnting d veporting by other ageneies
of the Goveenmens It os signdicant that the Sreasarey Departinent has o duat
role b partiagate ¢ s the peogtioe. By julndng with the General Meoantng
Otlivos ansd Butean o the Biglget i taking h-mlul-lup]n the program, the Dot
ent Garries i detee of tespunsibiliny i secing that e prm.r.lln gowen alotge In
the pight shirectton sl that everything possthie i« dofie Uy il 1t stevessfil in
terms of worth white gecgeplishments, On e other hand, the Departinent- s in
the same Jesition as any u||w| uperating ageney of the Government. U Is von-
Treinadd S EER the atte question of tmpreeviingg S0 neeruuting o g beeed matter
PThere is, hovever, (LIS llllh'lulll'v by sdetue of s dual role Jt belioa¥es the
Treasit, - Departinent -to sot il exaniple i making a-progressive attnek on the !
problem of aoguiring o mode) geconntiog sy step of fts owne As g leader in the
Progziinin Lhere is o exgise for esgus Hng abhee agencies soith apaerat g aeeonm-
g vespotastbtlitios 1o do g better julq\llmn the Department {telt s doing.

The hedds o ol degatrtment s ot aevtafes [ the exeontive branch L
esiznated vespoisible representabives thrsngh whemne aveangements for the
offvorinve nid continning pin g pation of the vavlous agencies in the progrim-are
Randied. 1t s dmportant o Bave sueh ceptrad points theongh whivhe the views

Sthotbits of e agete 8 mey e obtabied -aisl contict madtabed. Muels more, |
Towerer, 15 pealed Pl cpecess of e peogeam depemnds @ great deal o how
aerionsty the hudivisdund departinonts el agencles of the Gosernment tahe thelp
tespotisthi ity for devadoping ael wasitaining effiolent noommting organizatlons \
atid systems ot for thede osu purposes and co anpply easential information tor |
the bitdgetary and tiscal wdainistratlon of the Gidernment getierally.  Progeess *°
winder the progeivine w B beon ogsured 1 o sond? dogeee by the extent to swlileh v
the mcessirey elfuet towaed Sietter geconnting s seperated by epedy fndyvidual
depsgriment wul ngeney Hapif.

Seerotney SN yper, The Wl under ennsidorntion today, I, R, S038,
embodies i all.essentinl u-~||'-»u « the palicies pnd objectives of tlu\ ‘
mulmmt\\'u Program fo which 1 nave u~fu|'u-d. un-l ! Ilrlul\' balieve ‘

A
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BULGLTING 2XD ACCOUNTING PROCEDURES ACT OF 1950 45

® that this legislation, if enacted, will provide a solid foundation in
Iaw fur continuing to build the most efficient budgeting, nccounting,
reporting, and nuditing system for the Government. )

v Morcover, the legislation makes provision for certain flexibility

which is needed for putting into effect more economieal and efficient
accounting and auditing procedures so'ds to obtain muximum bene- .

fits from work that is going forward under the cooperative program.,

A feature of the bill, with which Tam impressed, is that a clear
division of responsibility and duties is established while at the same
tine provision is made for the exercise of such duties and responsi-
bilities in proper relationship and in harmony with common -objec-
tives, 'This is essential if the Government's work is to be performed
efficiently on the busis of nn integrated financinl system,

As far us results are concerned. it is my opinion that under the pro-

posed legislation, the long-range ncconnting objectives of the Com- -

» mission on Organization of the Executive Branch of.the Government
will be accomplished, -

The Cramyay, Thank you, Mr, Secretary.

Mr. Kursten? -~ 7 :

Mr, Kakstey, No-questions, Mr, Chairman.

The Cstamseay, My, Harvdy?

Me, Hanpy., No questions,

The CHamMaN, kh'. Bonner? ~

Mr. Boxxer, No questions,

‘The Cramsax, Mr, Donolue? ' o

Mr. Doxonve, No questions,

The Cramsan, Mr, Burnside?

My, Boexsiok, No questions, -

The Cranesan, Mr. Lovre? i o

Mr, Towie, No questians,

Me. Hawvey, Mr, Sii_ a1y do vou anticipate that this will make the
duties of your oltice more effective, insofur as your responsibilities ave
('ulu'o'l'm'(l‘ for mesting the requirements of our Foderal budget?

Seevetiry Sxyhrg. The effect on the ‘Frensury Dopartinent eames

_rote after the budget is passed en, rather than before, 1t will enabie <

us, thaugli, to furiish figiees to the Congress mare vendily and move
uecurntely in 'lw.]u'epumtiun of futnre bwdgets in giving them the
history of the performnnee of past budgots.

o7 What will help us here in the Treasury Depurtment, that is, in Mo,
srartelt’s seetion, will bethnt he enn more veadily arvive at composite
fizures on cortnin phases of aperation of the Government, of n'll the
ngrencies t whorepJas Luentioned previously, many times in calling
for specifie figures ns ton cortain type of operation, we find we have
to make many adjustinents botweel ngencies® aceounting syatems in
ovder to arvive at n composite figare for the Govepniment as n whole,

That 15 one of the prineipnl plieer in whicl it will enable the ‘Lrens.
ury Depnvtnent’s necounting system to be improved, Tt will allow
adjustnients there nnd will allow conrdinntion et ween ageneies,

We huve gove u grent distunee alvendy in aecomplishing that, as is
demousteated in the veport which T presented to the Appropristions
Canmittes enrlior in the year and which T am mnking pavt of tlis
testimony, B

\{{‘
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Mr, Flawvey., Well. it is your duty to meet the revenue re(pliteu\éhtﬁ-

to operate our Federal budget, }

Seevetary SNyoeR. That is corvect. That is the primary responsi-
hility of the Treasury. :

Mr, Hanrvey, 1 muf«l imagine that one of your greatest problems in
anticiputing these needs isto have a firni oudget.

Secretary Snvyoeg, That is correct,

Mr. ey, Ancd, of course, one of the greatest difficulties in antie-
iputing the requirements is in the form of aur deficiency appropria-
tions, :

Seervtary Ssyoen, That testimony. of conrse, hax been touched on
by the Comptroller General's office, and it certainly can be expunded
to a great extent by the Bureau of the Badget in giving you expert
adviee aml counsel on that,

From onr point of view, it tends certainly in that direction, becatse

that i one of the speeitie divectives, to tey to aid and extend the de-

fivieney Jawa to-date that aye alvendy in effect, and are extended by
the provisions, '

Mr. Harvex. Do yon think that this bill will have a tendeney to
rediee defieleney expemditures? -

Seeretnry SNYUkit 1 conld not speak with authovity on that, but
1 expeet the Butean of the Budget,or My, Bavtelt, in his eapaciiy as
Fisenl Assistant Necvetary, cauld give you that information.

Mr, Barreer, Tthink that might be answered inca general way by
saying that under the proposed comprehendive accounting and audic-
ing ~y ~tem, the Comptroler General will be wneh closer to the points
of operations in that he wildhave his suditors in the various depart-
ments,  Those arcounts having been established according (o the prin
ciples nnel stanelards which he would lay down, it seems to-me that ho
cattld set st procedures which woulld make it possible te diselose the
probubility of deficiencies envlier than might otherwise be the ense,

Moreover, he, being eloser ta the point of operntions, I think would
be i a position to advise not ouly the Congress with vespeet to that
mntter, Sut al-o the Buvean of the Budget,

There is no accounting syafem in the workl that will prevent a
deficioncy,  The prevention of o defivieney is tu i doege extent an
udministative mattor, .

But 1 would say that the acounts should be in sueh form wnd condis ©

tiot as todevelop that information for use by theresponsible oflivers
coneerned,

Mre vy, Doother words, w!at youare suying is that this would
not help cure defleioncies, Fewill just help yoncta antivipate thon and
probably raise the- required revenne ensier,

Mr, Bawier, L would say that avcounting is ouly a taol of ninnages
went, Aveounting will not paevent anything,  Men prevent things,
Bt n gl system of neconnting, whivn s somethiing the Govermment
supely news, certninly Wil diselose the type of informution that you
Dave sl tht ouglit tobe helpul in wmaking proper administialive
decisiopx,

Me Mk, Thuuk you,

Me. Loy, Right on that point, do T understand yon ta mean that
this proposl would wimble the Congres, through the Comptrollop
Generaly o antivipate deficiencies bused on the trend of expenditures

,illtl!t_‘ pastd ] . . _
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Mr. Bagrewr. 1 think: siv, that is a very corvect statement. The
_Comptroller General will be mueh closer to the various points of
-wperation than he is now, -

Mr. Ty, So that to the extent that the Compiroller General
“or the Congress conlld prevent deficiencies, they wounld have some

advance notice whieh they do not now have; is that corvect!

Mr, Barrersee You are certainly correct, -

Phe CrvieyeaN. Mr, Riehlman,

Mr, Ricuesesx, No-questions, v - -

The CriamstaN, Xae there any other questions by the committee
wembers of Mr., Bartelt? ' ,

Necretnry Sxyvoek. My, Chaivsuan, Yssistant Fisenl Secretary Bar-
telt and My, Cake will be naailuble hieve for any detailed information

- Y

Al eonpnittee may wish,

The- Cirawsmax, Fhank vou,

Srevotary SNyoeg. 1 wish to thank the comiittee very wueh for
hearing ustoday. - - -

The Crameas, Our next wittess wit, T ote who is well known
tothi~ eommittes, nind who his testitied betore us previously, on other
:;w‘jf:ll'l-. ad whom 1 know we are all happy to weleome baek among
Uon, Fredeviek J. Lawton, Dircetor of the Burean of the Budget,
e,

STATERENT OF FREDERICK J. LAWTON, DIRECTOR OF THE

BUREAU OF THE BUDGET

Mre. Lawron, Me. Chaivian and gentlemon of the compittee, this
bill If, R, 908 i similug o the Senate bill veported yesterduy, which
wus i vesult of abous 6§ months of study by the stadl of that connnittee
awl the stall of the three agencivs yopresented here this morning, Tt
tlawedd Trom an origiual bill intraduced by Senstor MeCarthy, which
wus considered enrlier this year by the Sonate committee, )

Ws-provisions are, in the wning as faras the bidgeting provisions are
eoncerned, very similar. With vespect ta the sevaunting provisions,
they nre quite diflevent, _

The vepmnittes asked for o <tidy to-be minde of that cacbiorbill, and
10 was maude in cooparation by the three agencies and the staff of the
committes, s result n billidentical with H R, 0038 was cansiderad
yesterduy ad veported pnnimously by the Sennte conamittee,

This bill represents, as the Secretall of the Trensuey and the Comp.

troller Genera] have statesd, u veal advance indmdgeting and.acconats
s logrislation, - :
. As o the budgetin_side, which s sbadiod in pare 1 of title T,
it emphasizes the policy of Congress thnt the forin of the lnagoet
~houkd be primurily gn o pevforimnes or s function wd activiey basis,
that there should I Zosegregntion of enpitad and invisonent progreains
from aperating » fograms, that the timing for presentation of the
budzor to the € jgpess is elangad from e flest duy of the session”
the first 1 dny Jof the session, and that more siplnsis s given t
sadipini~trativie panaginent wil nprovenwnt, It alsa steengehons,
avorduncg ¥ 1l the Hoover Comaission topow crve tanetions of the
Rurean of ll‘)‘ Rudget with vespect ta i||||ll'q£‘ul|“,§ut of statistical
wetn ties, /5 ~ [

The plavido ! o il velatige toappropeintions, which is tigde I o

[
|
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thi~ wornin.,.  ‘This n'nnsfvr.%u-m'isiun folloved from the Hoover ©
Commission; propositls, aiud is also bused o' provisions now jn appro-
pristion acts i sowe cases and in e low in others,  ftis o provision
which ix wmatter for the judgment of Congress x5 to whether it wants
te sllow that flexibility, or not. It is one of the things that might
prevens sose of these small overrnns of approprintions which are in
“the anture of true deliciencies, as distinguistwd: from supplemer tal
appropriations, which are not deficiencies but vesult from enaetment
of new-laws and things of that sort, Vv
The' Srovision of section 208 with respect to re erves has been enacted
by the THouse in substantinlfy similar form in »¢ Jdon 111 of the omuni-
bus appropriation bill, which has been reported by the Senate Appro-
printion Committee and is pending now beforé the Seamte,
If that provision 1= ceted into ety we winld recommend that
section 203 be steieken from this bill, 1y
‘The repenler provision: nre lavgely technieal in their nature and
vesult from items still envried in the code whith, in our opinion,
in o great many respects wnve been either counterpimded or repdaved ™
completely inaperative by either the Budael upid Scecounting "\t
itself, or by subsequent. legislation denlmg with 2 ppropriations and
fisenl atlnirs, i
There isote provision to which [ want to eall yor attention in the,
vepeals, and that is in No, 8o, page 33, line 28, that reoealsthe so-ealled
arsonnel ceilings Inw,  “Fhe establishiuent of persepml ceilings has
weotne romewhat an o lenwe exer se Lot of paddistion that
Cougress Tas wde i the basie Tawe that vequired tae estnblishizment
of such evilings, This = a mstter which ean e meas tter handled
througl liscal procedures than thesugh weentively seg arate procedove
sbwbing with the same things with whiel approprigtions s fiseal
procedures deal, R
I just want to add my endor=ement to that of the Seeretary of the
Trewsney und the Comptrollor Genernl to this bill, 1 feel that, as |
suid befors, it i a distinet step forward, 1 o bl that wnkes no
attempt to revise old soves or ald issuesaon que-tions of jurisdietion
Dtwaen Aarious agencies of the Guyertmuent, but it tu.]!ll:hclu:. the
frait of o genuine cooperative effort that has Feon going on e 3
years now in the meeounting field, . H
W have fult that it i the wal peactieal solution, Inyig aside
any theovies that wmy be fiohued in it that it is o feactienl solu-
tion tathe [nrullluln.ulul i~ eaceonlinee with detersninat] us that Con-
sre = hae aade aid remade severa) tines ns G the contedl o aeconnts,
That completes oy ~tatement, Mr, Chaiyman, b
The Ciiivia, Do you live any questions, Mr, Ko ston?
Mr. Kawsrrs. Na questioos, M, Chinivmnn, 3
The Coarvss, My, Hardy ¢ AT
Me, v Noogquestions, - A
The Cisipws, .\lr, Bounepr?. B H
Mic Bonxrw Noguestions, LT H‘
The Cramstan, M Donohue? ' R
Mr. Doxoner, No ajiestions, | - ‘

g v i
Flie Ciamaean. Mo, Brinside? L
Me, Buunsing, Moo questiogs, Pl
i 1 - o’ I
Pl Citaggae &0 Mr, Lonvin? . E
T';ﬁrx %’Il:'-\'tr.. r-“vln tl-nr—r;t;rn. PP — ,I,L:. P —— ,,i"l_’
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w The Ciaemax, My, Harvey? P
Voo Me Hoaay. Yes, Mr, Chatrman. PR \
W\ You apole My, Lawton, about a Senate amendrient ithat might Ly

A very effective substitute for seetion 203, Coult, you tell me somes)
* thing ahont that proposed amerrdment £

UM Lawron, It o not n Senate amendment. It has passed the \

Honse already, section 11$L of the munibus approprintion bitl,

The Senate A pproprintions Committee hus veported it out. It is
now pending before the Senate, of course, and apparently no opposi-
tion has beenshow to ity ns fuy as Lknow,  The Senate Appropriations
Coramitspe has approved it; as well as the £l Honse. .

Mr. Kausmx.- Will the gentleman yield?

Mr. Flanvey, Yes, -

M, Kastes. In that connection, would it not be desirable uet to
have-identical Jaws passesd, but we should pass either:one or the uther?

Mr. Lawrx, Tt s'mnhglmpxmeml in the other bill, for the reason that
it ixa part of the veepactment of theantideficiency bill.

Mr. Kawstex. ‘Hhe other bill is stronger, too, is it not, surrounding
that-¥ >tion? ;

Mr Laawrox, Tt is o little bit stronger,  But the main point is that
it is tied in divectly with the apportjonment procediires in that bill,
It is vight in the apportionment section of that bill, which provides
the mechanism tirvough which these reserves nre established, and it ties
mitich better there chan it would by having a separute piece of legis-
Jation here. :

My, Kagsvex, This bill wonld not destroy its effect in any way at all,
would it ? :

Mr, Lawsgos, Notif it is enacted insection 1111, Tf it is not enacted
In that section, weoworld reconmend it here,

Mr. Flamvey, Are you theough, My, Karsten?

Me. K aeny, Yes,

My, Ty, Will the performnnee budget make for ensior pres.
entation tathe £ ongress? . o

o M Lawiax, Tt should make not only tde eusive presentation, frons
the viewpoint of understandabidity, hut it gives'the Congress the kind
al infursation thut we feel and that the Hoover Commi-=ian {folt
Congress veully nveds to pass op the lndget,

Tl guestion was byought up o few wmhites ngo nbout the nationnl
service Be sarance conts, e saie thing is true of the cost of the
aedmin teation of the G LN, the wdministeation of hospital services,
the wdministyation of other things in the Veternns' Ndninistention,

ko rhe pectorianee budget, what you woold bove asow iy
elussiieation wonhl be the opeentions that the Voterans" Administea .
tion condiets, . .

What i~ of iglerest to Cangross, we foel, bs Sow eh the Veterans’
Aebministen - spending to von the GEBUL bow il ie is sponil-
gy b dnsivaer, how mael it iy spewding for Tuspital sery jges,
hew mueh it i spemling for the wdininistrat’ou of petisions,

Under thise present aeeanintings <8 sti or the secomning sytem hoves
tafore m exibtener, YouScandd not g that kind of informmtion be
eitee the meeamting systow wis gonted ta how oy pooeils they
bt fgsw o v mides they e oled, and things of that sort, '

Fa *hiee prerfonan usee e got, tiat becopes e secondaiey elassitlention,
Wosatsl] pot the b fozmation, but jt o secasduby, not prinagy

=
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M, Fagvey, T will agree with you, T think yor have a very worth-
while ohjective.  DBut the $64 question that now_comes up is: How
far will your Burean go in actually prepaviug the budget, getting at
these very costs'that are more or less incidental, so far as the general
public s the Congress are concerned?

Mre. Lawron, We try todo it to some extent now, We tried this
year,  Of conrse, this year's bud,ret was bused on a function and
setivity basiss To the extent that we had workload and unit cost
inlormationZavailable, we put it in,

Far example, for the division of disbursement we shew the workload
thiat will come from the muin sources, from the Social Seemrity Met,
from the Railvoad Retivement Xet, the Veterans' Administration, and
thowe el of checks aml receipts that the disbursing oftice gets,
W have a unit cost operation for the handling of those checks,

Wo show that unit cost operation in the budget. It is information
that hias been available heretofore. It has for some time been fur-
wished tothe Appropriations Connnittees, ‘ Y

But e pow furnish it i the budget so that Congress, when tim‘e
budget comes ont, will know swhatthe bidget iaalskingﬁo uppropriated
inthose avens,  They will:know what the workload is, what the change
in the workload is, what the unit cost in handling the workload is,
“Fhat is the unit cost basis, - You eanpot apply that to every ageney,

Mr. Hawvey, “Fhat was to be my very neXt question,

J am wondering, from the stupdpoint of effective ‘budget prepara-
b, Whether the theory of the-unit cost will be (2) a eumbersomne
wiid eustly proparatises und (&) whether compurable unit costs will be
veally compmrable,

Me. YawroN, Ly oass operations, Inrge-seale operations, sneh as,
fe.o example, han-ling of elaims, which is done, for example, under
the Social Security A, and doue underthe Railroad Retivement Act,
under the Vetesans’ \dministration——--

ey Wagvey, Compareable administrative procedures,

Mr, Lawrox (eontinuing), And where there is o mass operation, -

& Inrge-senle operntion, then yon cun get veal value ont of the uuit
vont datn,

But 1o.tuke, for example, 4 si.allb uinii of Goveininent suich as the

Burenu of the Budget,  “Tatey to operite aur work on s unit.cost basis,
vith the variety that caeh of our divisions hawdles, that euts across
ourarganizational lines, we conld-ensily spend muel more money than
it would be wouth in teying to e w unit vost operation, show, {or
exumple, how pely it eosts to handley pertienlarestimate, g

Mro Hoanvey, How wany stall members do you have, My, Lawton,
in the Bueenu of the Budgot ¢

Mr, Lawaon, Five hunddred and twenty,

MecHagvea Dayoun nuticipate that should this picee of legislation
b epreeted, that- 38 will cinble you to operate with less per-anel?

Mr. Lawron, Nog | do e,

For exnmple, 16 we et better inforntion on whiclh to operate we ean
don bettor jols becanse it will e more necurnte,

Mrc Hanvey, Wikl it inerense the muber of personnel veguived 2

Me, Lawion, Noy it will not, B does got atfeet onr personngl, L

gives s hotter produet aod et infornmtion on whicls we enin fudge

the valindity af pequests, bevase we enn gocbehiml present weahuesses -

1
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siu the accountin;fxyistem ard o the basis of stronger accounting get

.= Rigve ucenrato information, - - ' ' teov e B

~ . Mr. Hanvey, A great deal of the expenditures i many of the de- - S

-~

D, partmentd ars so-called housekeeping expenditnres. Will the Publiz =~ < "7,
w 152 and the setivities of the Genvral Services Administration be
integrated effectively? Can. they be integrrated effectively with this

= new budgetary procedure? R R : A
. Mr.Lywron.. Yes, théy can'be and are being integrated. Wehave .. ¢
 forthe past 2 or 3 yemrs bed. operating on the basis of stafing™ -~ .~
standards for certain housekeeping aclivities, .Thoss housekeeping S
activities” primarily con dered so far are opurations of persounel - |
offices, payroll work, vouchéing, certain parts of the procurement . '

_ operution, warehousing, apd thingsof thatsort. 2~ . .
- With the assistance-of Ceneral Servicec: Administration jn the-case' .- ~ .
-"2af the property . ifems and the Civil Servive Commission in the case o

~ of the personnel itews, wéareattrmpting fo-establish and find out the  ~...
. defivite/ fosts that it ought to take to operate those uctivities that are . -+
commn to all agencies, and if any.c € them araout of line, to dig in pud
\ find the reason why they are-out of lins and change them... .~ -~
'y My Hanvrx, T have just one fipal questica, and that goes back to - 7
- A% that section that givesthe 5 . oreent leewny.:- -7 50 = o K
= Mr.LawTton, Section201, ymge I8, 77 5o 0 v o
-Mr. Hanvey, Tt would be agreealle with you to eliminate thet . -

/.
-
-

© - gection, would'it$— - - e A Y S
1 My, Lawroy,~ Yes, . AT

L~ -

*Mr. Hanvey, That<s all, Mr. Chaipman;~ = 77" . -
2 W Kanstex, On that yoint, T woyld like to ask: Couldl you ex-
< plain the regym why we do_this todny in some of the departments?

s ,u\y_uucleri:‘t{»,'um\g if vou have a Yrograr.» and it changes, the = . 4|
F L mover i notavadahle urless you would have s cluuse of this kind; ~ ,
- oastmbeopreett < - T oL e T T
* 0 Mr Lawron, Well, it verdes, . Flere is sometimes norveal rhyme s 5

- veuson to the appropriation structure, in the frst place, Last year _,
thefe were 56 ﬂ[)pl‘(njn‘i.’ltiﬂ)ls in.the Post Offico Department, nnd now
there are only-+k ‘That is a yeal improverent beeansg it separated
teaps porbation ests, sogragnted thenginte ¢ ne faned, Phaet 1> desivable - -
beenuse (hay e 0k andor control, so fav s the Post Oflice Depurt-

~went s eepteerned, TEC fixes the vates, and the Cieil Nevopantics

" Baardfixesthe.rates, pnd the- Post- Oftice-puys them, T

In the Case of operatious; they nre u}s«; sopnrated, So tlat in the -
Post Ollice Departwent, you would not upw have enses there whepesyow,
Eivee the 3ime necessity_for tiapsfers ot you bad when there svere

R B PR . D A

T MGappropemtions, N DL el T A ST
Me. Ksisigy, Could you “Fanster fids unded the existing” fowr -~
apiproprintionsavithout thisnuthavity® .~ ™. ' .
_ ‘M Lawos, No,o o o
S MecRagsees, Hf yon peeded addition money Lo trnspart theuail
© yout wonthd Tidve to come tg Congress and got petmission to take it ot
of the funds for peneyal operations or persoppel for the Hanspapt
of the mail, would you not ¢ T LT
Mr. Lawsoyx, The veal apertion function is embodied primarily
in one approprintion,  There is'ane for aperations, oue for u\'mrhumf.
one for-cluiivy, pud o for tramporition costs, The one for-opern-  —_
", . . N - «
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Lopsis the huge one.  Transportation costs are fived by agencies out- ,
- stjerof the Post Office Departiient. I think Congress wants to look at .
~ those separately; they usually huve. It is not the kind of thing yoi !
2 ~ woild-gransfer. Sinee aperations ave together in one major appro-”

. e . » L J
-y 2 - Pdtion, you can transfep etween the opurations of one post oflice and
T another post office, or. botweer, the purchase of equipment. If you,
- need more trugys you can have them as against having the personnel, ™, -

- But in fne; "Werans’ Administvation where you have a single
- " approprietion {or the aperation of the Veterans’ Administration, you
o s e e hievinal the flexibility you need.

o rosy s M Kawstex, When you say flexibility, that is more flexibility
v - _than you have here, I suppose.

Mr, Lawrox, Yes, much more, sir,

. Whep oy cone to Agriculture, where funds arve segregated into
- y= = Jotof departugntadized appropriations, they have the basic anthority
L tagakectransters, o - )
S Mr. Kansrex, Where you have a general appropriation that may be
- used within the agency for any purpose you do not need the authority
o as you have here. do you? -

= Mr. Lawrox. The basis for this authority, as it oviginated in the

Hoover Commission thinking—

, “Mr I arsteN, This was a recommendation of the Hoover Commis-* ¢
= "7y -sian, was.it not, bused on their report? -
Mr. Liswron, Their bills that were supposed to cavry out their

tecommendations contained this transfer provision, But™the Yhi- .
losophy behind that was that they weve stating that there should be
. greater flex'bility on the purt of the head 6f the department to manage
and operate his department,
Tothat extent, this limited transferability was supposed to he an
o ultimate advantage. It would also have the effect, as we wonld use
it— and we have used such existing authority in conmection with pay
- netsand things of that sort—-to require transferring to offset additional
- .. requirements in one approprintion where they might have a little
extramoney in another, b :
We would use it for that purpose, I think, just as we have offset

'.v

pay aet costs by transfer hetwien ipproprintions hevetofore, -~ & -
But in mnny of those cases the vecommeralation went to Congress
i " to doit, With this provision, we could require the ngeney to tnkon
itanay fronvoue appropriation and give it to another, up to a pereent, '
Tho Ciramsrax, Ave there any other questions? E
Mr. Doxanes, That is within the same ageney, is it not?
M. Lawrox, Definitely, s o
Me, Daxonte, »o this is not a performance budget or a segrogated
budget.

M, Laawrox, 'That tennsfoeabity provision ean operate under-any
form of hudget, whether it is porformance or not,
M, Doxonpe, But if is sort of general in scope, Tt is not prelatwd
to the question of performanes or activity sehedules, as distinguished
- from abject schedules,

: Mr, Ty, In the ease of the Departniont of Defense, vou might
have appraprintions switehed from one nrm of the serviee to another
within the d-poreent liwitation. under that provision, might you not?

Me Laawrox, T would think this would apply in.ench of the depait-

|
|
|
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Mr. Haxpy. They are still departments you say. Nobody knows

quite what the statusis. ,

The Criamran. Mr. Riehlman? -

Mr. RN, Mr. Lawton, you referred to the Post Office Depart-
ment. With respect to this past year when their request was made for
funds. it was under four headings; is that correct?

Mur. Lawrox. That is right. .

Mr. Rieauman. The one I was interested in particularly was that
den)ing with transportation. The rates are sev by the ICC and the
CAB: is that correct? . .

Mr. LawroN. That is correct.

v Mr. Riruryax. Under this new performance budget, would it be

prssible for the members of the Appropriations Committee to find
oit the exact cost or subsidy for the transportation of mails through”
the andines and the railroads? .

Mr. Lawrox. It could be done. You can do that with or without
performance budgeting. There is a law pending now to separate
mail pay from subsidy. But that sort of thing can be done. That is
a matter of judgment vather than strict accounting becanse it really
meansan analysis of the carriers’ operations, and it 1s an after-the-fact
determination. A separate approprintion could be made for it. There
is an independent bill before the Congress, which would separate
the approprintions for sulsidy from those for transpmtation and put
the subsidy appropriations elsewhere.

Mor. Riemaran, Under the present budgeting sy<tem, or under this
performance budget, that is not broken down, is it.?

Mr, Lawrox. There is an attempt made to break it down in an

analysis, which we prepared in the budget, of the capital investment.:

and other types of operations, This wonld get you into the position, I
think, ns soon as the accounting develops the reports and as soon ns
the difficult determinn*ion is made as-to what actually constitutes a
subsidy, of segregating operating from other programs, .

Mr. Rignaran, That would inelude the subsidy, of course,

Mr. Lawron, Yes, .,
My Reenpaaw, Thankyow, 0

‘T'he Cuairmax, 1 have here n statement from Mr. William Finan,
who is Assistant Director-of the Bureau of the Budget for Adminis-
trative Management,

STATEMENT OF WILLIAX F. FINAN, ASSISTANT DIRECTOR OF THE
BURFAU OF THE BUDGET FOR ADMINISTRATIVE MANAGEXENT

The Ciuairmax, Did you wish to read your statement, Mr, Finan,
or to make a supplemental statement ? D )
Mr. Fixax. Lenn vead the statement, or leave it with-the committee,
whatever you decide,
The Citammax, T suggest that, since we have your printed state-
ment, we can take that under consideration,
. Woauld yon liké to-make any verbal. statament in ad
in the light of the testimony you have heard? '
Mr. Fixan. Tdo not believe so, Mr, Chairman,

The Cuamaean, Thank you very, very much, gentlemen,

dition to that..
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(;l‘lle statement seforred t(;follows })

STATEMLNT oF WILLIAM F, FINAN, ASSISTANT Dluu-rou OF THE, BUREAU OF THE
Buparr FOR AUMINISTRATIVE MANAGEMENT -

Mr. Chatrman and members of the committee, I am plessed to ‘have this
opportunity to appear Wfore your committee to discuss provisions of H. R.
o048, The Director of the Dureay of the Budget has expressed his general
endorsenent of H, R, 9038, In thiz statement, I will =et forth in mor: detail
the views of the Burean of the Budget on part I of title T and on title IL of the
hill pointing out how they differ fromn present requirements wd practice, and
T will also speak briefly on those sectionz denling with accouunting, which are
heing covered in detail by representatives of the Treasury Department and the
Generanl Accounting Officé,

Additional legislation. for the most part. Is not needed to permit continned
fimprovement of the budget process and the hudget document along lines recom-
mended by the Hoover Comtutssion,  On the othier hand, H. R, %38 brings up
to date and clarifles various bulget statutes, aml ineludes desirable provisions
dealing with recommendations of the Hoover Commission.  As such, the bill
gives strong hacking to construetive hudgetary improvements now under way.

T'he prineipal provigions of the Prst part of title I are these modifying sHghtly
the date for submittion of the budget to Congress, giviuz statutory direction for
the presentation of the budget on i performance hasis and emphas'zing the role
of the Burean of the Budget In assixting the President to improve agency statis-
tieal activities and Government orvanization and management, Other provi-
stons &erve morely to bring up to dme and clarify a fow sections of the Dudzet
and Accounting Act of 1021 and onw section of the Government Cnrpnuulun
Control Act of 1945,

The Arst seetion-of this part, seetfon 101, amends section 2 of the Budget and
Accoanting Act to add a definition of the term “appropriations,” making it clear
that the term Is intended to include, in appropriate context, funds and authori-
zatlons to ereate obligntions by contraner in advance of appropri-tions.

Sectlon 102 inctdes amendiments to elght other sections of the Budget and
Accounting Act, The first of these revises sectlon 201 of the Budget and Ace.
counting Act to permit the budget to be transmitted to the-Congre:s during the
first 1 days of each regular session Instead of on the first day as presently re-
quired.  This provision gives the President desirable flexibility in timing the
stibmission of the state ut the Unlon messnge, the Feonomie Report, and the
budget,  This nmendment ulso spevities ecrtain Kinds of intformation to bhe
ineluded tn the hudget. While the requirements presently set forth in seetion
201 of the Budget and Sceounting Aet are stightly amplificd and modified. for
the mest part they are continued unchanged or are ehanged nerely to durdy
wording.  Twao new requiremuents would carey out recommuepdations of the
Hovyer Colutndsston ane specifyine that the badget doempent set forth fane-
tions amd activities of the Government in o der that the budget e presented on
a performanece basts, and the othes '-oqlm‘u,. it ~egregation of operating and of
capltal and {uvestment progrims. Those’ wqu'rements are In line with existing
proctice and witn plans for further improvemeit of the -hudget document.  One
ather ndded requirement calls for the dnelusion of senmary infurmation that
would pérmnit veruncilintion of expenditires with proposed apprapriations. Suych
information would show the Cohgress the telutionship between expenditures
and the apprepriations proposed In the President’s budget, While not - aehuledd
in pust biadgets, Infarmntion of this type has been presented to the House Ap-
propeintions Cominittee for the past several years,

The Burean of tue Budget esncis in the requirements ag preseribed in this
mmendnpent.

Weare nlso b pgrecpent with other gmendnnts to the Budgot and Accounting
Aet sol farth In sIx additional snbsectiuns of section 102,

Subreetions (B and € ), which amend sections 208 pud 207 of the Budget
and Aveounting Aet relnting, respectively, to the submisalon by the President
ot prapoved supplemental and deficloney appropriations and to functions of the
Burenu of the Budget (i prrepuring the Dudiot and approptlution veqrests, do not
clipnge the present lnw eséept to elarify termtnologs aid dllininate an obsolete
provision relnting to.the alternative budget for fiseal yenr 1033,

Subsertion (¢), which amendg sectlon 204 of the Ridizet and Aceounting Aot
pravider n donlvuhlu elaritleation with respeet to the authorlty of the President

to-datapmina-thaeoaptanta—ardan_md-arennganunt.. nf_.lm.lumul_nppmurlullmu._._

“and statements of expenditures Included In the budget,
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&  Subsection (d) amends section 205 of the Budget and Accounting Act to . 7
| climinate an obsolete pravision pertaining to.submission of the 1923 alternative -~
| budget and to 2ubstitute a requirement that the President submut to the Con-

gress supplemetrtal notes and tables whenever a basic change is made in the form

# of the budget, Such supplemental notes would be designed to show where various
1 Items embraced in the budget for the prior year are contained in the new bulget.

Subsectlon (£), which amends section 211 of the Budget and Accounting Act, . |
mzekes the liend of each department and establishment responsible for prepara-
tion_and submission to the bureau of annual and supplemental or deficiency
appropriation requests. This amendment bringg provisions of the Budget and
Acqonntin Act in line with recomniendations of the Hoover Commission stress- o
Iog 'responsibility of department heads for budget formulation. - —

‘ Subsection (g) amends sectlon 215 of the Budget and Accounting Act tom emit :
the President to set the date for submission of departmental appropriation re-
| quests to the Bureau of the Budget instead of requiring their submission an Sep-
[ tember 15. This change is desirable In that it permits flexibility in setting the
. Cate for submission of departmental appropriation requests to the Burenu,

The final amendment to the budgeting provisions of the Budget and Accounting
Act, contained In snubsection (h), revises section 216 which requires departmental
appropriation requests to he prepared and snhmitted In such form and detail
ns the President may preseribe. ‘This smendment merely clarifies the lnn"nnge
_of the existinzg scetion,

| Section 103 would permit a department lead, during the .*wo fiscal years
following passage of the bill, to innke such transfirs and adjustments between
appropeiatlons available to his department as mitht be needed in effecting a
conversion to the performance-tyne hudget provided for In this bhill. These
teansfers wonld be subject to the approval of tie President’ and svould be
reported emrrently to both thr President and the Congress.  This section
extends to civilian ageneles of the Government authority vested In the Secretary
of Defense by the Nutional Security Act amendments of 149, The DBurean
has no objection to this provision, We do not auticipate that there will he
extensive use of the authority inasmuch ns e situation faclng the Govern-
mert us a whole Is somewlaf diffevent from that fuvolving tho unifiention . of
the three military departments. NN

The Burean endorses section 104, which anthorizes the President, thmugh
the Dircetor of the Bureaun of the Budget, to develop programs and to issne
regulations and orders for improving statistieal activitios In the execntive
agencles,  The Burean Is also tn agreement with secthun 105, which emphasizes
the Purean’s role of assisting the Vresident to improve the argantzation nud
management of the executive braach, These seetions are in Hne with recom-
mendations and findings of jthe Hoover Commission. W+ do_wot, however,

Interpret them to vest new functlons In the nmmm of the Budget, nor as
repreventing a snbstitution for existing anthority«I-the Pre<ident.

Seetlon 108 nmends the Government Cor nnu,nnn Coutrol Act of 1015 to make
its provisiong relative to the date for submission of ecrparation hulgets to the
Burean consistent with seetion 102 of this bill,  Thig section s a desirable
fnelnsion in H. IR, DS,

With vespect to title IT of the bill, it Includes.sections modeled after certnin
provisions of the National Seeurity Act amendments of 1949 a.ad other provi-
slong designed to earey ont recommendations of the Hoover (‘mmnl»lml

The Tureau has no objectlon to sectlon 201, which would allow n 5-percent
fnterchange umong approprintions of any department or establisnment.  In view
of improvements alvendy mnde in the appropriation pattern: aml others-that .

will be proposed, wo feel, however, thint thove will he less need for fnterdiinge |-,
anthority i the fature than wag the ense in the past, !

It 1% axstmed that this provision does not supersede provisions of ctlxllng I
Inw which authorize transfers between approprintions of sn ageney juter i
Apecilled conditions,  If this assumption I8 covtect, we winld RUggest that K
the mantter be elavified by an indieation fn the committee rogort, { '

Seetlon 202 would requlre the approval by the head of an ageney of riquests
by nny unit of the ageney for lensintion whieh wonld autho fze uppropri itions,

Phls Is In accord with the views of the President and the Hoover Gl mnise
stun on the rexponsibilities of department hends and 1% copdstent with \-u-mm
praetiew,

Secetion 208-is Intended to elarity the Presbdent’s nuthorlty to promote ;\ anomy
Eﬂ.nml_u_ducu.n_\m.udlluu:s._ulmm.h_um_umhllshumuuuumuﬂcuumx_uu ANCENOR e -

from napproprintions e to the oxecutive branch, 4o loag ag he determines™ *
that the Jrposes intended by the Congress will be neconp.dshed by the espendi-
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luru of ; ..nwunm nmllc-r»m.m were appropriated.  This seetion adopts 3 propy. >ll
of the Floover ¢ pmmission  which recommended th:t the legal Dasis fur-this
LAothorliy of the sreshifent shonjd be clarified.  This pr oviston woull be Jesirable
i the absence $ , Other similar Yegislation.  The geni ial approprintions bill for
1451, however, J icludes [n secti, 1111 a more detaiied provision dealing with
resorves.  Thati il has passed the House it has heon approved by the Senare
Approprintions lommitteo We do net believe it desgable to have two similar
statutes (l(‘.l"ﬂl; iwith the same subject, We wouli. therefore. prefer to see
seetion 202 omm tvd from this bIll in the event of --nnuuwm of section 1111
of the general noproprintions Ml %

The l ureau ot the Budget is nlso.In ngrecmcm with Qcctlon 20, \\hich anthoer-
izes the transfer ) of approprintion palances in eonne: xlmn with reorganizations
cffectet pursnan  to law. Reorganization statutes ane plans usually make some-
what similur provision in connedtion swith funetions ty insferred fromt one depart-
niva. to another - On the other hand, It Is desirable timt 4 spartment heads he
given authority ‘o tranhsfer appropriation balances in conpection with trapsters
of functions witl in their departments, The t|r~t part of seci*on 204 is, in partic-
ular, a desirable adjunct to authority vested jun several departiient heads by
recontly enacted reorgunization plnna and is in .u:und witk the pnm.lplea
delineated by the Hoover Comnnssion,

I would nuw hlke to refer to certitin of the e uuntmg prupm.lh weorporatud
in part 11 of title 1 of the Witk This title, cited as the Necounting and awliting
Acet of 1950, §s i keeping with the oblectives and goals of the jolut-aceounting
program now under way sx 1w cooperitive eflorr of the Comptroller Ge eral,
the Sceretary of the Lreasury, and the Director of the Bureau of the Dudget
to tmprove aceounting, Hnaneial reporting, and aunditing in the Federal Goyen, -
ment, Under this progran consider, ble progress has been ninde. . The program
hits now reachied he point wWhere statutory changes are deemed pecessary in
order to enable progress tu contit ue. Three sections of this bill, those dealing
with warrant procedures, administrative exmnination of vouchers, snd awditing,
are urgently needued. Thesr sectlona- conform to peeomuendations of the Hoover
Commission,

The proposed declavativn of congressiona? policy; ot forth in seetion 111 i« -,
in our opinton, a1 comprebensive and sound statement.  Appropriate emphasis-
is plueed, o this and other sectivns, on the importance of continued collaburation
among the Comptroller-General, the Seeretary of the Treasury, aud the Dircetor
of the Burean of the Budget in:the fnterest of improved aceounting and auditing.
Che assignment te the heads of executive agencies of responstbility for estab-
Lishing aud maintaining thelr aceounting systems vrepresents an-essential and
stgnitlenut step toward realization of improved accounting and hadgetin;:

Other provisions of this part of the Will deserving commendation are those
which denl with responstbilities of the Lreasury Departinent for preparation
of reports-on the finanelal operations of the Guvernment for the President, the
Cougress amd the publie and those which guthorize Jhe Compnroller General to
q seontinue the maintenance ju the General Accounting.Oftiee of certaln accounts

— when adequate nccounting systemis and internal controls hnve been established
I athier ageneies of the Government.  In addition, the nuditing provisions which
sutiorize the _Comptroller General to reqpive that ageneles vetabn contracts,
vonehers, andg.other fisenl vecords at the places where accounts are regularly
Kept richer than send them to the General Accounting Ottice not ouly paves the
way for discontinuntion of present practice whereby millions of vouchors .
supporting papers are sent to Washington for andit. but also sets the stage for
extending-the-practice of conducting sire awdits.

The Director hus-expressed our approval of title 111 of the bill which repeals
many statutorv provisions-that are 1o longer needed The Burean, In cunjuncs
tlon with the Genera' Accounting Offico and the Treasury Department, has
aualyzed these provisions and prepured a report showing the substance of each
pravision to-be repealed and the reasou which mukes ropeul deairable. We will
be glnd to muke a copy of this report avallible to the committes.

atr. WarneN, May I say one word, Mr. Chmrmani

The Citateman. Cortainly,

My, WangeN, Mr, Chairman, T would like to point o'lt. that our joint
accounting program which thishill writes into law, has the enthusinstio
ondm soment of emnmnt accountants who also have knowl: -dfo of the

e CUYUY T e ﬂsuu Probilvinm,—Now oue Gl thing, 103 mx—u;,o

-
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o the ITouse Commuiittee on Post Oifice and-Civil Service, by unanimous

vote at a liearing, reported out the-bill for better accounting in the

Post Oftice Department. The Housepassed that bill by unanimous
vote, It is now pending before the fuil-.committee of the Senate.

- ®  That bill greatlly implements and is a,;f.‘x:t of the bill that is beinF

presented liere toduy, so far as the Post Office Depaitment is concerneq.

The Cuamaran. Before the gentlemen leave, there are certain sec-

tions in this bill thut have been agreed to be eliminated, with any

amendments made by this committee. NS o
. Would you give us a list of those so that we might be ~lear on them?
: One of them issection 201; is that right? N
.. Mr. Wenzer. That is right. - BEREN
l * The Cramarax. What'are the others? Ny
r Mr. WrirzeL. 103 and 203, BN

= Thé Ciaraaxn, Is that right? : ~
Mr. Lawrox. 203 is contingent upon the passage'.f the omnibus-
appropriation bill with section 1111 1n its as it now stands:  _ -
. The Cuaraax. We can eliminate it and go to the flovr and-we ~an
_ put that in by amendment if it is defeated, or they can do it in the
' gennte. W¢ can leave it out and, if necessary, put it back in in con-
| ference. We-cando that. o _
&  Mr. Boxner. I move we strike out the three sectinns, Mr. Chair-
. man, and, a3 you say, if it is found necessury by the lack of enactment
| " l())_f“t.he bill now pending by the Senate, it would be reinserted in this
- i, RS
Does that meet with your approval? ., .
Mr. Lawrox. Yes. " B

. The CuurdtaN. You have henrd the motion. Are you ready to
vole? L - ,
Allin favor say “aye.”
! AUnanimous afirmative response.) )
Mr. BoxsEer. Gentlemen, I now meve that we report out the hill
favorably, A
'I‘l;e Ciaiemtay, You have heard the motion. Are yon ready to
xofel - - - - Ao L= Ce . - [ R
All'in favor of the bill will-please say “uye.”.
(Unanimous afirmative response,) ) .
The Cuairaay, It is unanimously voted that the bill be reported
out favorably. | '
{The following statements and letters were received by the
committee:) ' o v
. Jury-12, 1950,
Y Hon, Joux Taner, ..
o 1126 House Ofice Building, Washington, D, C, " . )
", DEAR CONGRERRMAN TAHER: 1 vexret doeply that the knowledie of your deslre
*va he he; rd on H. K, 8038, o bill to wuthorize the P'resldent to deterniine the torm
ot the nutionm budeet and of departmental estimates, 1o modernize and stmplity
goverumpntal accomting awd-nuditdng methods and procedures, and for other
purpo oy, cne to my attention aftor the committes hnd met angd, without a dis.
sentlug Sate, arderad reported the ahove-named bill with certinin mnenduients,
The bl win amended by #triking out all of section 103, title I, and sections 201
and 208, ti\ 1, -
1 am hopetyl that the amendments.made by (he comiittes will serve to meet
the objeetions-you had [n-mind, However, it you 8till have objections to the bill

kl

e = R— 4\' - = = =

;‘ Mr. Boxyer. I move they be strickon, ' .
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Dy

ax nmended, 1 wlu be glad to lndude iu the hearings, and call to the attention ot »

the committee, any statement you may wish to muake conv'ernlng the amended -
bill.

. ﬂlncerely yours, -
3 ~ : Wirttax L. Dawsox, Chairman. g

Housr OF REPRESENTATIVES,
Washinglon, D. C., July 13, 1950,
Hon, WiLLiaM L. DAwsox, ~

Chairinan, Committce on Expenditures in the Exccutive Depariments, - .
01 House Office Building, Washington, D. C. -

DEAR Cnnmm DawsoN: I have your-letter of July 12, If 1 haud kuown that
H., R, 0038 was pending before your committee, I would hme nsked for a hem-in,, P
just as soon as you had started on it.

The first part of titla I relating to the budget Is the enrse of the bill.

Frankly, I have not had enough opportunity—in view ol the other pressiny
matters with which I am beset—to go over the details and describe them to you.

I can Just say this: That the so-called performance budget which this bill pro- .
viles is 2 cover-up to prevent the.Congress from having an opportunity to puss
on-cach project separately.

These lump-swm appropriations, without spesific: provislon for individual agen-
cles and individusl construction items, nre such a menace to proper legislative
copsideration of a bill appropriating funds, that only those who bhave had no
experieuce in appropriating funds could be deluded into lvelle\ Ing that it was
in.the Intercste of tne Government. Y

Frankly, it will result in thr Congress being unable to make anything but a

reat-ax cut upon the estimates ‘that are furnished with reference to any delurt-
~ment, It will not be able,.as it has always tried in the past, to wake an intelli- “

=oug appraisal of the needs of the agencies for an appropriation,
Those connected w.th the executive -branch of the Government have for many

. years tried to put neross this cover-up proposal, Fhey huve obtained the support

of certnin groups of accountams who did not understand the situation. It
has-becomo a very serlous menance at this time, 1t was a very serlous menace
in the Hoover veport,

it gives an.administrative ageney greater flexibility and the power: practlmllr
to appropriste, but ut the same thne it tnkes nway from Congress the power 1
handle thesg ftons itself and to control the way money shall be spent, {

To get down to the other side of the situntion: It dves away with the:printing
of the “green sheets” us a part of the budget submisslon, he green sheets
ghow for the last completed fisenl year, the curvent flscal year, and the next

- suceceding fiseal year, the munber of employees by grnde and salary and the
+ amount of money. required_to, meet, those salavies (Q: enclugrade, . Without this.

informution being submitted .with the budget, it I8 nbsolutely impousible for
s to (o1l the newds for personnel of each unit of the Gov ernnient.

This Inst year, the budget illegally omitted the information and when the
ageicies were usked for the formation 05 pereer * Hd not huve It avallable,
and they did not make it avallable to the commt . in tlwme to be of service,
It can vnly be of veal service it the committees have It in the budget so that it
i8 nvnilable to them when they start thele hearings,

Thiz elimination, to my mind, was nbsolutely eriminal,

Frk:y, 1 |'c-|.uul the performanee hudget and the ellmination of the green-
sheet information as a step hackwards—i0 years at least—und us an attempt
to iestroy the contvol by Congress over the appropriations.

I tannot even conslder that the:degartments have made an honest appronch
to the propmzn' U he any way, and the attempt by your committee to sneak the
bill-through W dout-an appor (unil\' to be heard i%, to uiy mind, something that
I camot condone,

I, nevertheless, apprecinte youp nﬂ’ur to print any statement that I wish
to make awl 1 hape thnt you Wil include this in the hearjugs and the report,

I might say that 1 tinve written to ME, Subath, the chalvman of the Rnles
Committee and “Jxkerd for a hearing npon thix bill und 1 hope that the Rules
Committeo wilt " provide the hearing which your committee should have pro. . .
vided, before 1t repocted the bill, .

. Yery sihcerely yours,
.lml\' ’l‘.m ‘R,

.
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2’ STAVEMENT OF 'rm: Am:ulc.n FEDERATIUN oF Gu\'r:u\m.x'r bul'm\u.s oN
b . - - H. R. 9038

-

AMERICAN FEDERATION OF GOVERNMENT EMPLOYELS,
Washington, D. C., July 13, 1950,

L] Mr. Chaivipan.apd members of the committee: The Amorican Federation of

! Governuiont Ewplosees desires o endorss I, R. 9038, currently under considera-

tim by the Committee on L\pc-udlturcs in“the Executive Dupurtmeuls of the
House of Representatives.

Generally speaking, it Is apparent tlmt the measure wllj,,be a step forward
in simpllf)lng accounting and auditing procedures with!:” ~ ¢ Federal Govern-
ment. The size and necessary mmplexlty of pur 7 oo meht husiness operat.ons

| hus Jucreased in recent yo “oaw oW i ..etl(-n by Cougress to modernize

| these business methods’ jécoines casultlul -

i In additien to estabhishing by law the principle of a nerformance budget for

1 Federul Government operations, the bill will give to the President of the United
States and the Bureau of the-Budget much-needed authority to develey improved

’ statistienl datn.  The provision authorizing the Director of the DBudget to

I imdate_improved plans for manugement in the exceutive branceh of the Federal
Govermment wiil establish an incentive for providing more efficient service by

’ that Goevernment to the citizens of the country, In all probubllity monetary-
v |;1m. will result also, which will further enhatnee the operntions of our Federal”

| service

| Accounting and auditing prmhlonq containing the poticy of the Congress

| on these suhju:t\ will enable the Cnjef Executive through the Di.ector . ihe,
Budget and the -Comptroller General to improve the accounting and reportitg

a functions of these agencles,
} Tuken in its entirety, the bill presents a valuable attempt to streamline l~‘u]t ral
- fhseal uml nceotnting procedures, which will increase materiully the emclenc\
o the Federal budgetiry systen,

- Of particular interest to members of the Ameriear. Feder: n.lon of Government

' Employees, however, are the provisions on page 33, lines 22 to 23, repealug
cuirent statutes on personned ceilings and maulclmg promotional opportunities
for.cuployees of the United States Governn mt,

| Members of the federation through convention action have instructed their
oflicers to support the ellmination of artificial barrier > te the efficlency ot
the Federal servee, A system of- arbitrary personpnel cellings which does not
enable cognizant ufticials to give proper consideration to the worklond at hamd
can ouly result in deereasiug the effectiveness of an-ngency's operutions, Shul-
lnrly, lunitations on the amount of expewditures for promution of employees
has on namy oceasions caused an ageney Lo lose the valuable contributions of
workers who are eapable of filing positions of greater rvespousibllity,

In the -faal analysis, the soms appropriated by Congress for continued opera-
|~ tion of Federal ux..(-nclo». determines the number of employees who shall, be
[' - retained ind the Tuiids avitihiible forf providing promotions. -,

When viewed from this aspeet the repealing provisions noted nbove shnply
[ present a realistie approach te the problem of cmploying Federal personnel.
In addition, these sections should result in monetary savings since the Bureau
_ol the Budget will no longer L requived to maintain the elnborate statistieal
Ssystem pew-in effeet-to meet the requivemunts of these laws,

Favoruble consideration of H. R, %038 by the committee is enrnestly requested

by this federation so_that_Eedrral employees muy be assured jn the future
that fn urriving at-the essential number.of, vorkers wqu!rul to complete specitie
projeets proper considerativn Wil be, ivén to tha amount of work to bo.accom-
phished, ~ Additional onportunitios fof promoti.n resulting from the repenting
-Clawses tn title 111, seetlon 801, will not enly henefit tudividunl employees
meriting such advances, but-will improve the caliber n of-Federal servico by making
tue nlnllllowt lhm, workers more easily available,” N

- ,"- - . - \‘ )
(.uwnnmhﬂ MPLOYEER' COUNCH, OF TITE AMERICAN FEDERATION m l ROR,
Waxhingtun 4§, D.t" .,‘ M. 1950,

© Hon, Witanay . Dawsox,
Chairman, {louxe Commitice an Expeaditures tn the
Lrcentive Depavtinenta, House ©gice Builiding, W«mhhwlmn. D.

Me. Cuairman and members of the Committee on hxlmnllturux In the Exe-

)
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Federation of Labor recommenils vlmt-\onr commitiee favorably report H R.
A0S, a biN to sinplify and expedite“the ucwumlng andauditing pmcedute
within the Feilernl Government. (1

We strongy endorse and recommend the ndnptinn of page 33, llnes o to 23,
refoaling the present statutes on.personnegl ceilingsand.restricting pxomotlonnl
apportunities for employees of the United States Government.

We apprecinte the opportnn!t\ or being permitted to file a statement on this
most hportant legislation. .

Most sincerely,

‘I'HOMAS G. WAL1ERS, Operations Dircetor.
(Thereupon, the committee hearing was closed at 1” noon.)
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