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Preface

This document is a printed version of May Hunter Wilbur’sbrief history
of cao and its predecessor agenciesin the Treasury Department, pre-
pared in the months prior to her retirement in December 1943. Mrs. Wil-
bur worked for the Comptroller of the Treasury and was one of GAO’s
original staff in 1921.

Mrs. Wilbur first traces the fiscal history of the United States from the
days of the American Revolutionto the passage of the Budget and
Accounting Act of 1921. She then outlinesao's history over its first 22
years, with emphasis on basic functions, organization, buildings housing
GAa0 personnel, and leading officials, including the Comptrollers General,
Assistant Comptrollers General,and others. Perhaps the most important
contribution of this account is its emphasison the human characteristics
of cao, Its leaders, and its staff in the early years.

Mrs. Wilbur’soriginal manuscript, prepared on atypewriter, has been
typeset to improve its readability, but otherwise appears as she wrote it.
Although cA0’s employee newspaper, The Watchdog, observed in
November 1947that it hoped Mrs_Wilbur’shistory “will be available
for distribution in printed form in the near future,” it has taken 40
years to accomplish that task. The History Program, Office of Policy, is
pleased to make it available now.

Roger R. Trask
Chief Historian

January 1988 -
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Biographical Information
May Hunter Wilbur

Mrs. Wilbur was born in Ohio on January 8, 1876, and lived in Washing-
ton, D.C,, since her early childhood. She began her career in 1893 as a
teacher in the Washington public schools. In 1917, she accepted a posi-
tion with the Bureau of War Risk Insurance (now the Veterans Adminis-
tration). In 1920, she transferred to the Office of the Comptroller of the
Treasury, and she remained with the General Accounting Office (GAO)
until her retirement in December 1943. She died in September 1947.

While at cao, Mrs. Wilbur served as Assistant Chief of the Employee
Relations Section of the Division of Personnel and as Assistant Director
of Personnel. She was one of the organizers of what is now the Gao
Employees Association and was very active in welfare, charitable, and
employeerelations matters.

Mrs. Wilbur's community activities included membership in the Order of
the Eastern Star and prominence in musical circles. She served as pianist
for the Metropolitan Baptist Church from 1903to 1910 and then for
several years as organist for the Central Presbyterian Church.
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Foreword

As the General Accounting Office has now entered upon the third dec-
ade of its existence as an independent establishment of the federal gov-
ernment, the time seems appropriate for recording some of the
conditions and events leading up to its creation; also to call to mind vari-
ous occurrences and developments of later years, which may or may not
be familiar to those who have served with the organizationor who have
been otherwise identified with its life for varying periods of time.

What is here set down, however, does not presume to enter into any
technical discussion of the fiscal history of our country or of its latter
day development, the General Accounting Office, such a task having
been ably fulfilled by various writers eminently qualified for its per-
formance. On the contrary, the purpose here is to supplementsuch writ-
ings by preserving in simple form the story of the office as known to
employeesand friends of today, its functionsand past achievements,
together with some of its ideals and purposes for the future.

May Hunter Wilbur
1943
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Chapter |

Early Fiscal Developments

Preliminary to such a chronicle it will be well to consider briefly the
beginning of our country’sfiscal history. In fact, for the origins of the
system whose basic principles today are so widely but not always
understandingly discussed and criticized, one must go back to the early
days of the Revolutionary War when in the endeavor to bring about set-
tlement of differencesbetween the American colonies and Great Britain
the Second Continental Congress met in Philadelphia for the purpose of
raising revenue for possible military needs and to make provision for
the custody and disbursement of funds as obtained.

We learn that as early as the middle of the year 1775there existed in
the colonies some form of financial organization composed of temporary
committees, in course of whose management difficulties in settlement of
accounts soon became apparent. Thereupon, the Congress by resolution
of July 29,1775, created the office of Treasurer, appointing not one but
two treasurers —Michael Hillegas and George Clymer, both residents of
Philadelphia. Shortly thereafter Mr. Clymer was appointed a delegateto
Congress by the conventionof Pennsylvaniaand one treasurer only was
considered sufficient for future needs. Mr. Hillegas continued in such
capacity until 1789.! The Congress further established in September
1775a committee of accounts “to examine and report upon all claims or
accounts against the government before payment should be made.” This
appears to have been the first of such groups to perform duties which
have developed through the years into the auditing functions of the
present day.

Fragmentary records of that early time confirm the belief that the foun-
ders of our government were real statesmen, as well aspatriots. In their
estimation, monetary problems were matters for ample and serious dis-
cussion, to the end that funds might be wisely expended and all possible
extravagance avoided. The right of their legislative assembliesto direct
the financial affairs of the colonistswas insisted upon. In February 1776
Congress representing the “United Colonies” appointed a “Standing
Committee for Superintending the Treasury.” This committee was com-
posed of five delegates and was instructed to examine the accounts of
the Treasurer and to employ and train proper persons in the liquidation
of accounts. Power was also given to request for purpose of audit the
books and accounts of any person responsible for public funds, and to
report the state of such accounts to Congress. In April of the same year
Congress instituted and established a Treasury Office of Accounts
headed by an auditor-generalwho had charge of several assistants and

*Journals of the Continental Congress—F. W. Powell, Control of Federal Expenditures, p. 3.
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Chapter |
Early Fiscal Developments

clerks engaged in keeping and stating the public accounts. The entire
Office of Accounts, however, continued under the superintendence and
control of the Standing Committee above described, which about this
time was given the designation of “Treasury Board.” By one authority?
itis stated that this same Standing Cornmittee was the nucleus from
which the Treasury Department finally developed.

Successive boards of treasury with varying degrees of success main-
tained control of fiscal affairsuntil 1789, interrupted only by the intro-
duction of a plan operated from 1781 until 1784 by Robert Morris in the
position of Superintendentof Finance. This plan permitted specializa-
tion of financial operations under several officers, each directly respon-
sibleto Congress for the performance of his own particular function.
The system and its administration by Mr. Morris received high praise on
account of its efficientand direct operation, but met with bitter antago-
nism and charges of mismanagement from persons opposed to his
scrupulous care particularly in collecting all sumsowing the Govern-
ment. Mr. Morris apparently noted the gradual withdrawal of support
from his administration and tendered his resignation in January 1783
stating: “To increase our debts while the prospect of paying them dimin-
ishes does not consort with my idea of integrity. | must therefore quit a
situation which becomes utterly unsupportable.”® Nevertheless, he did
not actually relinquish his duties until the followingyear. It has been
said of Robert Morristhat he was a momentous force in the administra-
tion of President Washington and fully earned the title of “Financier of
the Revolution.”

Major features of the Morris plan were reflected in the establishment of
areal accounting system which came to pass through the enactment of
the act of September 2,1789, creating a Treasury Department and car-
rying forward from the Articles of Confederation, ratified by the states
March 1,1781,certain basic principles underlying early accounting
practices, some of which remained unchanged until comparatively
recent years.

The Treasury Act of 1789 (1 Stat. L. 65), as finally passed, provided for
a Secretary, a Comptroller,an Auditor, a Register and a Treasurer—
each to be appointed by the President with the advice and consent of the

2Bullock, Finances of the United States from 1775to 1789,p. 191.

#Bullock, Finances of the United States from 1775to 1789,p. 207.
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Chapterl
Early Fiscal Developments

Senate. The Secretary of the Treasury was instructed to digest and pre-
pare plans for management of the revenue and support of the public
credit; to prepare and report estimates of the public revenue and
expenditures; to superintend collection of the revenue; to decide on
forms for keeping and rendering all public accounts and making returns;
to issue warrants subject to limitations imposed by law; to make reports,
as requested, to Congress pertaining to the work of his office, and to
perform generally, such service relating to finances as might be directed.

The duty of the Comptroller was to superintend adjustments and preser-
vation of the public accounts; to examine all accounts settled by the
Auditor and to certify the balances to the Register; to countersignwar-
rants drawn by the Secretary pursuant to law; to report to the Secretary
the official forms for use by collectors of the revenue, and the manner
and form of keeping their accounts;to provide for the regular and punc-
tual payment of all monies which might be collected, and to direct prose-
cution for all delinquenciesof officers of the revenue and for debts that
might be due the United States.

The Auditor was designated to receive all public accounts and after pre-
liminary examinationand adjustment, to certify the balances with
vouchersto the Comptroller for settlement. Any claimantdissatisfied
with a settlement made by the Auditor could appeal to the Comptroller
within six months.

The Register was instructed to keep all accounts of receipts and expen-
ditures, all debts due the United States and to preserve them, together
with all settled accounts, vouchers, certificates and warrants. In the
duties so minutely prescribed for early Treasury officialswill be noted
the basic similarity in certain respects to customs and practices which
have continued through the years in the Department and offices closely
associated with it.

Salaries of the above officials were fixed by legislation of September 11,
1789 (1 Stat. L. 67) as follows: Secretary, $3,500; Comptroller, $2,000;
Auditor, $1,500; Treasurer, $2,000;and Register, $1,250. As the first
Secretary of the Treasury President Washington appointed Alexander
Hamilton who continued in such administration until January 1795.
Functions proposed for the several officersof the new Treasury Depart-
ment, as above described, were productive of much discussion in Con-
gress, particularly those of the Comptroller, which office in the opinion
of some members appeared to partake of ajudicial as well as an execu-
tive quality. During debate, this apparent dual responsibilityto the
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Chapterl
Early Fiscal Developments

President and to Congress was the subject of remark by James Madison,
atthat time a representative from Virginia, who advocated a fixed term
of office for the Comptroller. No settlement of the matter was effected,
however, until the enactment of the Budget and Accounting Act of 1921,
in which was incorporated the suggestion of Mr. Madison.

Though the apparent purpose of the act of 1789 was to concentrate set-
tlement of accountsin the Treasury Department, need for a greater
degree of accuracy and expedition in accounts of the War and Navy
Departments brought about the authorization May 8,1792, of an
accountant specifically for the War Department, whose position was
entitled “Accountantto the Department of War” (1 Stat. L. 279). Similar
action with respect to Navy accountswas taken by Congressin the act
of July 16,1798 (1 Stat. L. 610), which provided for an “Accountantof
the Navy.” In 1816an additional accountant for the Navy was provided.
These accountants were required by law to submit their settlements to
the Comptroller of the Treasury for inspectionand review.

All three of the offices described were abolished in 1817,when Congress
passed “an act to provide for the prompt settlement of public accounts”
(3 Stat. L. 366), and authorized the employment of four additional audi-
tors and one additional comptroller. Under this legislationthe comptrol-
ler designated in the act of 1789became known as the First Comptroller,
and was required to examine accounts settled by the First Auditor (the
auditor created by the act of 1789) and the Fifth Auditor (an official to
whom the act of 1817 assigned the accounts of the Gcpartment of State,
the General Post Office, and those relating to Indian uffairs). Additional
dutiesof the First Comptrollerwere “tosuperintendthe recovery of all
debts to the United States, to direct suits and legal proceedings,and to
take all such measures as may be authorized by the laws to enforce
prompt payment of all debts to the United States.”

Duties of the Second Comptroller were “to examine all accounts settled
by the Second, Third, and Fourth Auditors and certify the balances aris-
ing thereon to the Secretary of the Department (of War or Navy) in
which the expenditure has been incurred; to countersign all warrants
drawn by the Secretaries of the War and Navy Departments which shall
be warranted by law; to report to the said Secretaries the official forms
to be issued in the different offices for disbursing the public money in
those departments, and the manner and form of keeping and stating the
accountsof the persons employed therein; and it shall also be his duty to
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Early Fiscal Developments

superintend the preservation of the public accounts subject to his revi-
sion.” Certain other functions of the First Comptroller were taken over
by the Second Comptroller, in addition to the duties above set forth.

Notwithstandingthe provision for four additional auditors contained in
the act of 1817, practically no new duties or responsibilities were added
to those already existing. Functionstheretofore performed by accoun-
tants for the War and Navy Departments (abolished by the act), and
miscellaneous duties were divided among the new auditors provided.

The act of July 2,1836 (5 Stat. L. 80) entitled “ Anact to changethe
organization of the Post Office Department and to provide more effectu-
ally for the settlement of the accountsthereof,” provided for that
department a separate auditor to be known as the Sixth Auditor, who
was authorizedto settle all accounts accruing therein, subject to an
appeal by either the Postmaster General or the claimant to the First
Comptroller,whose decision was to be final. A committee on retrench-
ment appointed by Congress in 1842was much impressed by the
promptness of settlements made by the Sixth Auditor, and in its report
expressed the opinion that dl claims coming before any particular
department could readily be adjusted by one auditor only. The commit-
tee stated further that such an arrangement would greatly facilitate
public business, and recommended its adoption. More than 50 years
elapsed, however, before the idea was put into practical use.

Although directing the Secretary of the Treasury to digest plans for
management of the public revenue and to prepare and report estimates
of the same with expenditures, the act of 1789 (1 Stat. L. 65, 67), gave
no indication of the time or manner in which such reports were to be
submitted. Additional directions set forth in subsequent legislation —act
of May 10,1800(2 Stat. L. 79, 80), and act of May 1,1820(3 Stat. L.
567, 568, 569)—dealt further with the preparation of estimates and
financial plans. Section 2 of the act of 1820required the Secretaries of
War and Navy to lay before Congress in February of each year a compi-
lation of such data as of December 31 of the preceding year. In this con-
nection it is of interest to note that the fiscal year, which theretofore
corresponded to the calendar year, was changed to run from July Luntil
the following June 30 by the act of August 26,1842 (5 Stat. L. 536).

Other notable steps in the development of the accounting system include
the establishment April 25, 1812, of a General Land Office (2 Stat. L.
716,717) headed by a Commissionerempowered to audit and settle
accountsrelating to public lands. The Commissioner was required to
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Early Fiscal Developments

transmit such accounts, with related vouchers and certificates, to the
Comptroller of the Treasury for review and decision, certifyingbalances
to the Register. These functions were transferred to the Department of
the Interior upon its establishment in 1849.

By the act of April 9,1816 (3 Stat. L. 261, 263) there was created the
office of Commissioner to pass upon claims for property lost, captured
or destroyed in the military service of the United States. The Commis-
sionerwas at first subjectto rules and regulations prescribed by the
President, but in the year 1818his duties were transferred to the Third
Auditor who for atime settled accounts without review by the Comp-
troller of the Treasury or other officer. As years passed, claims against
the United States increased in volume and complexity, constituting an
excessive burden on the various committees of Congress exercisingjuris-
diction over them. This condition was manifest particularly during the
period between 1794and 1838,when pursuant to a resolution of Febru-
ary 19of the latter year, inquiry was made into the expediency of estab-
lishing by law a board of commissioners to adjust and settle all private
claims against the Government. (25th Congress, 2d Session, House
Report 730, p. 9—Serial 335)* To this resolution report was made that
the great mass of claims “was already being settled and adjusted by the
accounting officers as a matter of routine, and that the chief difficulty
lay with the initial hearing and determination rather than with the
adjustment of the matters.” No conclusive actionwas immediately taken
with respect to the accumulationof private claims and a further report
was made April 26, 1848 (30th Congress, 1st Session, House Report 498,
Serial 526), together with a proposed bill to establish a board of three
commissioners to hear claims rejected by the accountingofficers.

For another period of years no action was taken until by the act of Feb-
ruary 24, 1855(10 Stat. L. 612) there was created a special tribunal to
be known as the Court of Claims, for the purpose of hearing and decid-
ing certain classesof such matters, reporting its findingsto the Congress
for appropriate action.

The act of July 31, 1789 (1 Stat. L. 39), which created the customs ser-
vice of the United States, provided that the service should be directed
by whatever official should be given the duty of superintending collec-
tion of the customs. Under the Treasury Act of September 2, 1789,
therefore, the Secretary of the Treasury was directed to superintend col-
lection of the revenue, while matters relating to customs receipts,

4D, T. Selke, Federal Financial System, p. 490.
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accounts of collectors and other customs officers were handled by the
Comptroller’soffice.5An act of March 3, 1849 (9 Stat. L. 395,396) cre-
ated the office of Commissioner of Customsto exercise all functions of
the Comptroller’soffice relating to collection of customs and accounts of
customs officers.

It is generally believed that early accountable officers were accustomed
to forward their accounts for examination by the administrative officer
concerned before submitting the sameto the proper auditor for settle-
ment. This practice, known as administrative examination of accounts,
was given legal sanction by a joint resolution of Congresson March 2,
1867 (14 Stat. L. 571, 572), and remains a feature of federal accounting
procedure to the present day. It has been stated that Navy accounts
were excepted from the required administrative examination,which
statement the writer has been unable to verify.

Although few changes of noteworthy significance were made in legisla-
tion enacted during the ensuing quarter century, a rising tide of criti-
cism culminating in several congressional investigationsdemonstrated
beyond question the general dissatisfaction with the existing fiscal sys-
tem. Accordingly, under the act of March 3, 1893 (27 Stat. L. 675, 681),
there was appointed ajoint commission, since known as the Dockery-
Cockrell Commission, which was given authority to inquire into and
examine the statusof laws governing the executive departments and
establishments, the methods and conduct of the same, the degree of effi-
ciency of employees, and to make recommendations as to changes which
might be desirable in the interest of efficiency and economy. In a series
of reports the Commission advised complete overhauling of the account-
ing system, embodying its recommendationsin abill introduced in the
House by Representative Dockery, chairman of the Commission. This
bill which received the endorsement and support of the Treasury
Department was reported favorably to the House but was recommended
for further consideration. Following extended debate the principal fea-
tures of the measure were incorporated in the legislative, executive and
judicial appropriation act of that year, which was approved July 31,
1894, and became effective October 1, 1894. This legislation, known as
the “Dockery Act” (28 Stat. L. 162,205) marked a notable change in the
fiscal history of our country.

Provisions of the Dockery Act abolished the offices of First and Second
Comptroller,provided in the act of 1817, also that of the Commissioner

5Mayo—A Synopsisof the Commercial and Revenue System of the United States, Volume One, p. 6.
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Early Fiscal Developments

of Customs, created in 1849,substituting therefore a Comptroller of the
Treasury and Assistant Comptroller, and changed the titles of the six
auditors to indicate the nature of the accountsover which they were
authorized to exercisejurisdiction as follows:

Auditor for Treasury Department
Auditor for War- Department

Auditor for Navy Department

Auditor for Interior Department

Auditor for State and Other Departmentss
Auditor for Post Office Department

Under the Dockery Act accounts and vouchers were forwarded through
administrative channels to the several auditors for examinationand cer-
tification of findings, such certificates to be conclusive upon executive
departments. They were subject, however, to appeals which might be
filed with the Comptroller of the Treasury by claimants or by the
departmental head within one year, or to reexamination of the account
upon direction of the Secretary of the Treasury, the decision of the
Comptroller to be final. Statement has been made that the system pre-
scribed by the Dockery Act, in general, followed lines comparable to
those of judicial procedure, the auditors resembling a court of general
jurisdiction in passing judgment on accounts and claims submitted to
them and the Comptroller being likened to.the appellate branch to which
settlements of the auditors might be presented for final decision.

Judicial functions of the Comptroller for the first time received specific
recognition and adequate legal sanction in the Dockery Act by the provi-
sion that upon application of a disbursing officer or head of an execu-
tive department, board or establishment, he, the Comptroller, was
required to give decision upon any question involving prospective pay-
ment of a claim or other expenditure, with construction of the statutes
involved. The law further provided that any of the above named offi-
cialsor any other person whose account had been settled by an auditor
might, if dissatisfied with the settlement, appeal to the Comptroller at
any time within one year. The Comptroller was also given authority to
revise any account of his own accord, within the same period. Also, all
decisionshy the auditors making an original construction or modifying
an existing construction of statutes were required to be submitted to the
Comptroller for approval, disapproval or modification. Many of the
decisions rendered by the Comptroller dealt with matters of general

‘State, Justice, Agriculture, Labor and all accounts not within jurisdiction of other auditors.
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Early Fiscal Developments

importance and interest and, in order that precedents therein estab-
lished might be readily available for settlementof accounts in the
future, arrangements were made for their publication at regular inter-
vals, the first volume appearing in 1895. It is of interest to know that
decisionsof the Second Comptroller’soffice, which had accumulated
from its establishmentin 1817 were compiled in 1852,and others, some
in digest form, of the several subsequentcomptrollers, have been pub-
lished during the intervening years.
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Chapter 11

Movement for Change i Fiscal Management

For a number of years following the passage of the act of July 31,1894,
no change in the audit and accounting system was apparent. However,
though the procedure therein laid down appeared adequate, various
instances of waste of public money and difficultiesarising in connection
with payments on government contracts continued to engage the atten-
tion of the Congressand people of the country. Undercurrents of desire
for more business-like conduct of financial matters developedinto insis-
tence for definite and vigorous action, and the Secretary of the Treasury
in 1903instituted an investigation into the scope and practices of the
accounting system, but without tangible results. Two years later the
President, upon his own initiative, appointed a group headed by C. H.
Keep, Assistant Secretary of the Treasury, to make a study of depart-
mental methods and practices, with recommendations for possible
improvement therein. The survey conducted by this group, known as
the Keep Commission, covered a wide range, and some changes sug-
gested as aresult of the findings, requiring no legislative action, were
later adopted.

In March 1911-there was organized the President’sCommission on Econ-
omy and Efficiency, whose reports served still further to stimulate the
interest in government administration, which had been manifested for
several years through the efforts of certain citizens and organizationsto
bring about the establishment of a national budget. One report: in par-
ticular, recommended consolidation of the offices of the six auditors of
the Treasury, thus returning the organization to the form originally
planned in 1789, and until the enactment of the act of 1817, with but
one Comptroller and one Auditor. Comparison of opinions advanced
from time to time by students of government finance and other progres-
sive thinkers gave clear indication of the country-widetrend toward
centralization of financial control under one designated authority. In the
meantime, the outbreak of war in Europe in 1914 and subsequent partic-
ipation by the United States greatly increased the work of the auditing
offices and emphasized their urgent need for coordinated control.

As the initial action toward that end the Secretary of the Treasury on
October 25, 1918, combined all the auditing offices under the adminis-
trative supervision and direction of the Comptroller of the Treasury,
pending enactment of legislation realigning the entire fiscal program.

Congressional activity concerning the budget movement began promptly
when the 66th Congress met in extraordinary session on May 19, 1919.

762d Congress, 2d Session, House Document 670, Appendix 4.
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ChapterII
Movement for Change i Fiscal Management

On the second day of the session, May 20,1919, Chairman Good of the
appropriations committee of the House introduced a bill “to provide a
national budget system and an independent audit of government
accounts and for other purposes,” while similar action was taken in the
Senate by Senator McCormick. The House bill called for an independent
bureau directly under the President, to act as his staff in preparation of
the budget, while the group of ten bills and resolutions comprising Sena-
tor McCormick's program provided that the Secretary of the Treasury
represent the President in preparing the budget. In each proposal provi-
sion was made that the audit of accounts be conducted by an indepen-
dent office or agency.

Extended hearings were held by select committees of.both Houses, the
opinionsdeveloped manifesting unanimity—on principles, at least—
with respect to the audit of public accounts. In the matter of a national
budget, however, divergent views were expressed. It was generally
agreed that the audit phase of the program should be transferred from
the Treasury Departmentto an agency independent of the executive
departments and responsible directly to the Congresswhose control
over expenditure of funds and means of compliance with conditions gov-
erning the same would thus be strengthened.

Hearings were concluded in January 1920 but not until the following
April was a bill reported out of committee, redrafted and revised in
many particulars, although theoretically in general agreement with the
House bill. Though passed by both House and Senate the bill was
returned without signature by President Wilson, who in_his veto
message expressed entire sympathy with its objectives and his willing-
ness to approve it but for the provision regarding the removal from
office of the Comptroller General and Assistant Comptroller General.

The President’s message said:

“l am in entire sympathy with the objects of this bill and would gladly approve it,
but for the fact that | regard one of the provisions contained in Section 303 as
unconstitutional. This is the provision to the effect that the Comptroller General
and the assistant comptroller general, who are to be appointed by the President
with the advice and consent of the Senatemay be removed at any time by a concur-
rent resolution of Congress after notice and hearing, when, in their judgment, the
comptroller general or assistant comptroller general is incapacitated or inefficient,
or has been guilty of neglect of duty, or of malfeasance in office, or of any felony or
conduct involving moral turpitude, and for no other cause and in no other manner
except by impeachment. The effect of this is to prevent the removal of these officers
for any cause except by impeachment or a concurrent resolution of Congress. It has,
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I think, always been the accepted construction of the Constitution that the power to
appoint officers of this kind carries with it, as an incident, the power to remove. |
am convinced that the Congress is without constitutional power to limit the
appointing power and its incident, the power of removal derived from the Constitu-
tion. The section referred to not only forbids the Executive to remove these officers
but undertakes to empower the Congress by a concurrent resolution to remove an
officer appointed by the President with the advice and consent of the Senate. | can
find in the Constitution no warrant for the exercise of this power by the Congress. *
** | am returning the bill at the earliest possible moment with the hope that the
Congress may find time before adjournmentto remedy this defect.”

Subsequenteffortsto pass the bill over the President’s veto failed of
accomplishmentand the matter of budget legislation remained inactive
until the next assembling of Congress in April 1921, when the bills were
re-introduced. In the measure as finally passed the only change of
importance was that the Comptroller General and the Assistant Comp-
troller General should be removable by ajoint resolution instead of a
concurrent resolution of the two Houses of the Congress, the essential
difference being that the former requires the approval of the President
and the latter does not. On June 10, 1921, the bill, Public No. 13, 67th
Congress, was approved by President Harding, and has since been
known as the “Budget and Accounting Act, 1921,” (42 Stat. L. 20).

Enactment of the Budget and Accounting Act brought to a close the long
period of effort leading toward establishment of a budget system and an
independent audit in the federal government. That the Congress realized
fully the inadequacy of former methods of financial administration and
control is evident not only from the act itself but from the very full
debates on the pending measure which was considered reconstruction
legislation of the greatest importance —the beginning of a new order.
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Chapter 111

Treasury Department Auditing Offices

The resume just given would be incomplete without some mention of
those officesof the Treasury Departmentwhich, under provisionsof the
Budget and Accounting Act of 1921were merged to form the General
Accounting Office, and of various well remembered personalities whose
names are inseparably linked with the older organization.

Notable among these appears the figure of Walter W. Warwick, last
Comptroller of the Treasury, incumbent of that office from 1915until
the creation of the General Accounting Officein 1921.Judge Warwick, a
native of Ohio, was a veteran employee of the office over which he pre-
sided, having served there as law clerk from 1893to 1898.His early
education was obtained in Cincinnati, where upon completion of a
course in the Cincinnati College Law School, he began the practice of
law. The degree of L.L.M. was later conferred upon him by George
Washington University in Washington, D.C. While practicing law in the
Ohio city, young Warwick served for some time as secretary to Honora-
ble William Howard Taft, then judge of the United States Circuit Court,
who became greatly interested in his development and progress, and the

friendship thus formed continued for many years, in fact, during the
lifetime of both men. -

Returningto Washington Judge Warwick entered the service of the Pan-
ama Canal as auditor, subsequentlyjourneyingto the Isthmus in the
capacity of Associate Judge, Supreme Court of the Canal Zone. In 1911
he was called back to Washington to become a member of President
Taft’s Commission on Economy and Efficiency, a group whose investiga-
tions and recommendations in regard to audit and accounting matters in
the federal governmentplayed no small part in the development of the
system prevailing today.

In 1913Judge Warwick became Assistant Comptroller of the Treasury
and in 1915was appointed Comptroller, which position he occupied
until the enactment of the Budget and Accounting Act of 1921replaced
the Comptroller’soffice by the new independent agency, the General
Accounting Office.

Following a period of serviceasthe assistantto the director of the
Bureau of the Budget, Judge Warwick spent about two years as fiscal
agent of the Republic of Panama, then accepted the position of chief
counsel to the United States Employees’ Compensation Commissionin
Washington, where he remained until his death in April 1932.
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As an outstanding official of the Treasury Department] progressivein
his attitude toward changing fiscal policies and a strong advocate of
independence for accounting offices of the government, Judge Warwick
earned the confidenceand respect, if not the actual support, of depart-
mental executives.® For these characteristics he will long be
remembered, as well as for the signal service rendered in each and every
phase of life, whether public or private, whence he heard and responded
to the call of duty.

Under Judge Warwick’s supervision as Comptroller were the six audi-
tors of the Treasury for the several departments, each because of lack of
proper space conducting the work of his clerks in quarters outside the
Treasury Building. The auditors, with the location of their respective
offices, were as follows:

Auditor for Treasury Department —Samuel Patterson — Graham Build-
ing, 14thand F Street NW.

Auditor for Interior Department—J. E. R. Ray — Auditors’ Building]
14thand B Streets SW.

Auditor for War Department —James L. Baity —Walker Johnson Build-
ing, 1734 New York Avenue NW.

Auditor for Navy Department—Edward L. Lucken—Winder Building]
17thand F StreetsNW.

Auditor for State and Other Departments —Edward D. Hearns—Audi-
tors’ Building, 14th and B Streets SW.

Auditor for Post Office Department—Charles A. Kram —Post Office
Department Building, 12th and Pennsylvania Avenue NW.

Employees of long service in the Treasury Department will recall Mr.
Charles Marshall Force, Assistant Comptroller of the Treasury from
1913to 1921, kindly, courteous Kentuckian, who was held in affection-
ate regard by all who knew him. Judge Force had rendered service in
the office of the Comptroller of the Treasury from 1893, and at the expi-
ration of his term as Assistant Comptrollerwas appointed an attorney in
the General Accounting Office. He died in April 1926.

8Selke—the Federal Financial System, p. 426 (Extract from 1919 Report of Secretary of the Treasury
Glass, p. 124).
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For many years the suite of officeson the second floor of the Treasury
Building overlooking Fifteenth Street was occupied by successive Comp-
trollers of the Treasury with their associates and employees. To these
spaciousquarters, pervaded by memories of long gone legal dignitaries
came the new Comptroller General of the United States on July 1,1921,
provided by the Congresswith greatly enlarged powers and duties, to
lead the forces of the newly created General Accounting Office in a cam-
paign against waste and extravagance of whatever sort might be found
in administration of government.
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General Accounting Office—Officials

Because of his interest in the establishment of independence for the
accounting offices of the government, as well as his participation in leg-
islationto that end, the name of Comptroller of the Treasury Warwick
was prominently mentioned as a possible selection for the new office of
the Comptroller General of the United States, created under the Budget
and Accounting Act of 1921. Choice fell, however, upon John Raymond
McCarl, a native of lowa, and educated in Nebraska, with which state
his name is associated in the public mind. He received the degree of
L.L.B. from the University of Nebraska, and for some years was a mem-
ber of a law firm in McCook, where he made his home. Mr. McCarl came
to Washington in 1914 as private secretary to Senator George W. Norris,
and in 1918became executive secretary of the National Republican Con-
gressional Committee. He assumed his duties as Comptroller General of
the United States July 1,1921,and from that hour endeavored with the
utmost seriousnessto uphold the responsibilitiesdevolvingupon him, as
he interpreted them. It may be-said with truth of Mr. McCarl that he
purposed to live up to the expectations of those who framed the Budget
and Accounting Act as expressed during debate by Chairman Good of
the House Committee, that the Comptroller General should be—

“Something more than a bookkeeper or accountant, that he should be a real critic,
and at all times should come to Congress, no matter what the political complexion of
Congress or the Executive might be, and point out inefficiency ** * and that he
should bring such facts to the notice of the committees havingjurisdiction of
appropriations.”®

The Budget and Accounting Act created the positions of Comptroller
General and Assistant Comptroller General of the United States, pre-
scribed their appointment by the President with confirmationby the
Senate, their tenure of office for a period of fifteen years, defined the
powers and duties of the General Accounting Office, to be under their
control and direction, their respective salary rates and the conditions
and method of their removal from office. Provision was also made for
the abolishment of the offices of the Comptroller of the Treasury and
Assistant Comptroller of the Treasury and for the transfer to the Gen-
eral Accounting Office of their personnel, together with all powers and
duties now conferred or imposed by law upon them. Exception was
made, however, with respect to the administrative accounting per-
formed by the auditor for the Post Office Department, which function
was transferred to a Bureau of Accounts newly established in the Post
Office Department in charge of a Comptroller who replaced the former

9Representative Good, Congressional Record, 67th Congress, 2d Session, Volume 61, Part 2, p. 1090.
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auditor for that department. Other functions as set forth in sections 305,
309, and 312 of the act furnish basis, in part, for the widespread activi-
ties of the General Accounting Office in later years, concerning which
more detailed informationwill appear in subsequent pages.

Appointed to the position of the Assistant Comptroller General of the
United Stateswas Mr. Lurtin R. Ginn, anative of Indiana, long employed
in the Treasury Department, office of the Auditor for the War Depart-
ment and office of the Comptroller of the Treasury. In October 1917 Mr.
GIm was appointed Assistant Comptroller of the Treasury under
authority of section 12 of the act of September24,1917 (40 Stat. 293)
and shortly thereafter was designated to have charge of the work of
that office abroad. With a group of especially chosen assistants he main-
tained an office in Paris until the latter part of 1919,and he remained
abroad in the capacity of Special Representative of the Treasury
Departmentuntil July 1920.

Upon reaching the statutory age for retirement, Assistant Comptroller
General Ginn received an extension of service in the position of Counsel
in the General Accounting Office, which continued until June 30,1932.
Endowed with great natural diplomacy and charm of manner, Mr. Ginn’s
contacts with the public as with the personnel of the office were invari-
ably in the interest of harmony. He died in December 1935.

A widely known personality in the auditing offices of the Treasury
Department and subsequently in the General Accounting Office was Mr.
James L. Baity, Auditor for the War Department and later Assistant to
the Comptroller General of the United States (Executive and Budget
Officer). As the War Auditor during the trying years of World War | Mr.
Baity had jurisdiction over a greatly augmented force of clerks engaged
in the audit of all accounts and claims arising by reason of military
activity, also those relating in any way to the Military Establishment.
Many of the personnel thus employed were transferred directly to the
General Accounting Office upon its creation. Born in Missouri Mr. Baity
served for a time as secretary to former Senator James A. Reed of that
state before entering the departmental service. He was twice continued
in service after reaching the age for automatic retirement but finally
retired October 31, 1943.

The machinery of public business in the General Accounting Office
began to function without delay or interruption aside from a certain
amount of apprehension, perhaps not unnatural, prevalent on the part
of some of the personnel of the former auditing offices, regarding the

Page 17



- Chapter IV
General Accounting Office—Officials

continuance of their employment, which in many cases had begun only
during the World War period. In the interest of efficient administration,
some curtailment and adjustments among employeeswere necessary,
inasmuch as at that time there was available no one building in which
could be housed the entire working force of over 1,700 persons,.together
with essential office records. Activities of the several organization divi-
sions, however, for a time continued along lines similar to those previ-
ously established in the Treasury Department under the respective
auditors.

The group of employees engaged on legal and related duties in the office
of the Comptrollerof the Treasury formed a nucleus in the General
Accounting Office for what was later known as the Division of Law,
under immediate supervision of the Comptroller General. About 1926,
such work was centralized in charge of a Solicitor,whose official title
was changed to that of General Counsel in 1928. This position was held
for a number of years by Mr. Rudolph L. Golse, who retired in 1939 and
was succeeded by Mr. John C. McFarland. The wide diversity of legal
problems presented to the corps of attorneys comprising the staff of the
General Counsel for consideration and solution preclude description, or
even enumeration, in the limited space here available.

The compilationand publication of decisions of the accounting officers
of the Treasury Department which had been in progress for many years
was carried on after the creation of the General Accounting Office by a
group of employees within the office of the General Counsel, and there-
from has developed into a service of high efficiency and immeasurable
usefulness to government offices in general. In 1926 there was inaugu-
rated a card index-digest key system whereby decisions of the Comp-
troller General, both published and unpublished, are daily recorded on
cards in accordance with key headings and cross references, together
with citations of statutes, judicial opinions and decisions of prior
accounting officers, the whole forming a current index-digest, from
which such information on duplicate cards is supplied to various parts
of the General Accounting Office and other departments and establish-
ments as requested. Another helpful service of the Index-Digest Section
is found in the issuance of daily synopses of important decisionsin mim-
eograph form for use within the office and for limited outside
distribution.

Selected decisions of particular and general interest, with accompanying
index-digest, tables of statutesand cited prior decisions are published in
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pamphlet form and issued monthly for distribution throughout the gov-
ernment service. A compilation of twelve monthly pamphlets bound as
one volume is distributed annually in like manner.

In this connection it is of interest to note the publication in 1931 0f a
reference book entitled “Indexto the Published Decisions of the
Accounting Officers of the United States, 1894to 1929,”a compilation
of indexes previously issued. This volume was prepared under the direc-
tion of Mr. Stuart B. Tulloss and was followed by another, the “Index-
Digest to the Published Decisions of the Comptroller General of the
United States,” which coversthe period 1929to 1940,and was prepared
under the personal supervision of the Digest Attorney, Mr. Russel G.
Young.
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Theyears 1922 and 1923 brought to the General Accounting Office a
number of organizationchanges which came about as a result of better
understanding of its basic purpose and functions, and greater familiar-
ity with itswork, as it increased rapidly in scope and volume.

Reapportionment of duties in the Bureau of Accounts of the Post Office
Department made possible the return to the General Accounting Office
of several hundred employees formerly engaged in the audit of postal
accountsunder thejurisdiction of the Auditor for the Post Office
Department. This change, effective April 16,1922, by including the pos-
tal audit among the powers and duties already transferred by the
Budget and Accounting Act of 1921to the General Accounting Office
restored that organizationto the form existent at the time of its crea-
tion. The postal audit has ever occupied an important place in the fiscal
affairs of the Government and more details concerningit will be found
in succeeding pages.

Pursuant to the action of Congress approved March 20,1922, arrange-
ments were made for a complete audit of the financial transactions of
the United States Shipping Board, Emergency Fleet Corporation, under
rules and regulations prescribed by the Comptroller General. This work
was inaugurated by a small force of employees who were later absorbed
into a general inspection and investigation section organized in the
autumn of the same year. The purpose of this section, composed of care-
fully selected personnel of special qualification and training, was to con-
duct such investigations as might be directed by the Comptroller
General or Assistant Comptroller General under the authority conferred
by section 312 of the Budget and Accounting Act. Such investigations
might take place at the seat of Government or elsewhere, and concern
matters relating to the receipt, disbursement or application of public
funds, financial transactions or matters of business in the various
departments and establishments, and were conducted with the view of
effecting economies of administration wherever possible.

The group organized for the specificduty above referred to continued
its work along lines indicated by legislation covering such activities in
the General Accounting Office and is now known as the Office of Inves-
tigations. Employees assigned thereto are required to study accounting
problems of the Government; to make investigations concerning appro-
priation and fund accounting in the several departments and establish-
ments, with reports artd recommendations as to simplification of
methods, etc.; to conduct inspections of departmental disbursing offices,
and such other matters of similar character as may be designated. The
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Office of Investigationswas organized by Mr. Homer A. A. Smithwho
held the position of Chief of Investigationsuntil 1931when he was suc-
ceeded by Mr. Stuart B. Tulloss.

In accordancewith requirements of section 309 of the Budget and
Accounting Act, forms, systems and procedures for the functions above
named and others of like character as carried on in the various depart-
ments and offices are to be prescribed by the Comptroller General. Prep-
aration of appropriate forms is an important duty of the Office of
Investigations, whence General Regulations prescribing symbols and
other details for observancein their use are issued at frequent intervals.
All accounting forms are now in process of standardization.

Another step of far reaching importanceto the General Accounting
Office was the organizationJuly 1, 1922, of the Transportation Division
for the purpose of auditing and settling charges for freight and passen-
ger service rendered to all departments of the Government. This activity
had its origin in an organization unit known as the Transportation Rate
Board, for many years a notable phase of audit work in the Treasury
Department. Records show that the first Transportation Rate Board
existed in the office of the Auditor for the War Department as far back
as 1906, having been formed for the purpose of concentrating the audit
of transportation accounts in the hands of a group of specially trained
employees. At that time it was also planned to establish a complete file
of transportation tariffs’ an undertaking whose results have fullyjusti-
fied the labor involved. In fact, it is believed that the compilation of
tariffs, both freight and passenger, division sheets, land grant and other
transportation information, now available in the Genéral Accounting
Office, much of which data cannot be duplicated, is unequalled
anywhere.

As of April 1,1923,there was created a Civil Division in which were
incorporated the functions and personnel of three others, namely, the
Treasury Department Division, the Interior Department Division and the
State and Other Departments Division. The Civil Division, as implied by
its title, was charged with the examination and settlement of accounts
other than military, that is, those arising in the Treasury, Interior, State,
Justice, Commerce, Labor and Agriculture Departments, and the follow-
ing independent establishments: the White House, both houses of Con-
gress, Supreme Court, Government Printing Office, Interstate Commerce
Commission, Smithsonianand National Museums, District of Columbia,
Federal Trade Commission, Civil Service Commission, the General
Accounting Office itself, and all other independent establishments of the
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Governmentnot provided for under the administration of any specific -
department. At that time the Civil Division occupied a building at 1800
E Street, NW, the present site of the new Interior Department Building.

On the same date there was established a Check Accounting Division for
the purpose of handling matters pertaining to paid and cancelled checks
and warrants, other than those relating to the Post Office Department.
Subsequentorganization developments have necessitated changes in the
supervision and conduct of this important work, of which further
accountwill later be given.

The matter of consolidating the War and Navy Department Divisions
also received serious consideration,but due to the lack of available
office room action was deferred until May 16,1923,when they were
finally combined under the title of Military Division, and assigned
quarters at the Walker Johnson Building, 1734 New York Avenue, NW,
Washington, D.C. While the move proved advantageous in some
respects, it failed to relieve to any considerable extent the ever increas-
ing need for additional space in which to house the vast quantity of
records and files—pricelessbecause irreplaceable-of the fiscal system
of the United States Government from its beginning.

Many of these records even now are stored in non-fireproof buildings
throughout the District of Columbia and in nearby Alexandria, Virginia,
under constant risk of damage, if not actual destruction, by fire or
otherwise. Notwithstahding periodic effortsto secure adequate accom-
modations for its greatly increased personnel —to say nothing of the
records above mentioned —each passing year finds thé General Account-
ing Office still short of the goal for which it long has striven, namely, a
building of adequate size and suitable location to provide for its daily
needs and activities and their inevitable expansion.

Early in the nineteenth century the Congress made provision for an offi-
cial called the Commissioner of Claims whose duty was to examineand
settle claims against the United States on account of property lost or
destroyed in military service. (See Chapter 1) Successiveofficialsand
groups of employees in larger numbers have carried on the work then
begun which later was broadened to include cases of both military and
civilian character. Special sectionsin both Military and Civil Divisions of
the General Accounting Office performed such duties until combined,
effective December 1, 1923, to form a Claims Division which still func-
tions as one of the leading activities of the General Accounting Office,
and appears destined for even greater development and importance
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under the able leadership of Mr. David Neumann, who as Chief of Divi-
sion has administered its affairs since April 6, 1931.

To provide for greatly expanded wartime needs the Claims Division
presently (November, 1943) occupies a temporary building, recently
erected in connection with a war housing development, at Friendship,
the old McLean estate at Wisconsin Avenue and Newark Street, NW.

Bookkeeping as performed in the Treasury Department and in the Gen-
eral Accounting Office prior to 1923was pen-written by hand, a metho.
by no means adequate for the purposes of the latter organization,in
view of its responsibility for maintaining complete accounts of appropr
ated funds, expenditures, withdrawals, etc., in addition to the personal
accounts of disbursing officers. The installation of bookkeeping
machines greatly facilitated all phases of such work, which in July 192
were designated to be functions of a Bookkeeping Division under the
supervision of Mr. Frank H. Bogardus.

The act of September2, 1789, 1 Stat. 65, establishingthe Treasury
Department, wherein were created the offices of Comptroller and Audi
tor, directed the Comptroller “to provide for the regular and punctual
payment of all monies which may be collected”;also “to direct prosecu-
tions of all delinquencies of officers of the revenue and for debtsthat
will or shall be due the United States.” Under the Budget and Account-
ing Act of 1921, however, control over collections of amounts due the
United States, as exercised by the accounting officers in early days, wa
not restored in its entirety; that is to say, while the Comptroller Genera
isempowered by section4of the act of July 1,1894, 28 Stat. 206, as
amended by section 304 of the Budget and Accounting Act to superin-
tend recovery of all debts certified by the General Accounting Office-to
be due the United States, his responsibility does not extend, as formerl: .
to the direction and prosecution of suitsto recover erroneous, illegal or
other payments due the United States.

By the establishment in 19230f a Collections Unit, the General Accouni
ing Office took what has been proved to be a decided advance step in
Federal collection methods. Heads of departmentsand establishments
were requested to report to the Collections Unit any debts appearing of
record in their respective organizations. Records of indebtedness, thus
gathered from various sources, together with those found due by the’
General Accounting Office through its audit and settlement of disburs-
ing accounts, have been assembled in the form of a debtor’scard index
which provides a means of check against any allowancesor adjustment
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which might be made by the Governmentin favor of the debtor. The
Collections Unit which maintains the debt record index is a part of the
Claims Division.

Much of the controversy regarding the authority and jurisdiction of the
Comptroller General has arisen in connectionwith cases where liability
in the matter of collection is disputed by the debtor. In such cases, if
collection cannot be made by offset against amounts which may be due
the debtor from the Government, or otherwise, the matter usually is
reported to the Attorney General for institution of suit, or such other
action as may be deemed proper by the Department of Justice.
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Effective April 1, 1926, there was established a Division of Personnel in
which was absorbed the previously existing Division of Appointments,
which was in reality a survival of a similar organization in the former
office of the Auditor for the War Department. Duties of the new divi-
sion, performed under the supervision of the Comptroller General, com-
prised all matters relating to personnel in the General Accounting Office,
such as appointments, transfers, promotions, reductions, removals and
other changes,time and leave records, efficiency ratings and records,
welfare and working conditions of employees. At the time this division
was created the personnel of the entire office numbered slightly less
than 2,000 persons, a group small indeed when compared with the
numerical strength manifested in later years, particularly since 1935.

With Mr. David Neumann as its first chief, the Division of Personnel
began its work in restricted quarters in the Treasury Building. Additions
to the working force of the office were selected in conformity with Civil
Servicerules and regulations, with particular regard to the requirements
of the position to be filled and the potential fitness of each worker under
considerationto meet a specificneed in the organizationas a whole.

As the General Accounting Office through its widely varied functions
has vital contacts with every phase of governmental activity, there was
early engendered in its personnel an unusually broad knowledge and
understanding of the workings of the Federal service in general. It is
worthy of note, furthermore, that the consequent alertness and interest
was strongly reflected in enthusiasm for assigned duties and pride in
their satisfactory performance.

Organization of the Division of Personnel fully under way, its manage-
ment was taken over by Mr. Earl Taggart, theretofore Chief of the Civil
Division,who served as Chief of Personnel for about eight years and
was succeeded by Mr. W. W. Richardson, who has been Assistant Chief
of Audit Division since 1939.

Reassignment of certain duties brought about a partial reorganization of
the Division of Personnel which became effective July 1, 1939. All per-
sonnel matters were placed under the jurisdiction of a Director of Per-
sonnel,which position was first held by Mr. Thomas A. McNamara. The
present (November 1943) Director, Mr. E. E. Ballinger,took charge in
April 1942,and under his administration the General Accounting Office
has entered upon a period of great personnel expansion. To meet the
requirements of war created activity hundreds of new employees have
been secured for service in Washington and in the several field offices

Page 25




ChapterVI
Personnel Activities
Removal to Pension Building

opened in various sectionsof the country, notably in or near war pro-
duction centers. Records disclose that the total number of employees,
which as of June 30, 1939, was slightly less than 5,000, in 1943 has
risen beyond the 10,000mark, and is still increasing.

Early inthe year 1926 plans were laid for removal of the administrative
offices and as many of the General Accounting Office working force as
could be accommodated from the Treasury Department Building and
other quarters then occupied to the old Pension Building at Fifth and G
Streets, NW, in Judiciary Square.

This historic edifice adjacent to the Court House was designed by Gen-
eral Montgomery C. Meigs of the Corpsof Engineers, U.S. Army, well
known as the builder of the aqueduct conveying the city water supply
from Great Falls of the Potomac River, over the famous Cabin John
Bridge to Washington. Construction of the Pension Building was begun
inthe autumn of 1882 and was finished to such an extent asto permit
its use on the evening of March 4,1885, for the ball in honor of the
inauguration of President Cleveland and Vice President Hendricks. Then
known as the largest brick building in the world, the Pension Building
has been referred to, somewhat disrespectfully, as “Meigs’ Old Brick
Barn.” Nevertheless, the structure has a dignity all its own, and until
the removal of its first occupant, the Bureau of Pensions, to the Interior
Department Building in 1926, it had the responsibility of housing the
pension claims of millions of men who fought for their country from the
Revolutionto the first World War. In its great court, which now echoes
to the clickety-clack of typewriters and the busy hum of clerical work-
ers, thousands have danced to the music of the Marine Band at inaugu-
ral balls ushering in the administrations of Presidents-Cleveland,
Harrison, McKinley, Theodore Roosevelt and Taft. Days of inaugural
festivities are long past and well nigh forgotten, but the old Pension
Building remains a landmark, its great windows overlooking what is left
of aonce lovely park, while on the weather-beaten frieze above them,
shadowy forms of soldiers still seem to march beside their ancient can-
non, silent suggestions of a memorable past.

Far-reaching organization changes marked the actual removal of the
General Accounting Office to the Pension Building in the late summer of
1926. Some hope had been entertained that the move might be the fore-
runner of early union of scattered divisions and units of the office in one
building, possibly a new one, built for that express purpose. However,
developmentsthrough subsequent years have failed to bring about that
long desired consummation, which at this time appears more than ever
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remote. A site for such a building was secured, comprising the greater
part of the block bounded by Fourth, Fifth, G, and H Streets, NW, across
from the Pension Building. Houses and other buildingsin the area have
been razed, with the exception of St. Mary’s Church and its parish build-
ings. The church, one of the oldest in the District of Columbia, has been
located on Fifth Street for many years. Excavation for the General
Accounting Office building was begun but has been abandoned, as the
advent of war conditionswith accompanying scarcity and restriction of
building materials speedily put an end to all plans for construction. A
new home for the office, therefore, once more becomes an object of spec-
ulation, a vision of the future. Again, as prior to its creation in 1921,
office activities have been placed in buildings located in widely sepa-
rated sections of the city, to occupy whatever quarters are obtainable,
irrespective of association and coordination of the functions involved.

The consolidationof Claims and Transportation Divisions, effective July
1,1926, received and has since borne the title of Claims Division. Mr.
Stuart B. Tulloss was named Chief of that Division, which position he
held until 1931.

Functions and personnel of the Civil and Military Divisions as previ-
ously described,together with the group of employees handling matters
concerning veterans, were combined effective September 1, 1926,to
form the Audit Division. To these were added in November of the same
year all activities pertaining to the reconciliation of depository accounts,
which prior to that time had been handled by a unit of the Check
Accounting Division. Following his brief assignment as Chief of Person-
nel Mr. David Neumann’sability as an organizer was again requisitioned
to formulate and carry out plans for the Audit Division, of which he was
appointed chief, with Mr. E. W. Bell as assistant. The audit division was
originally located in the Pension Building, but subsequently, due to rap-
idly increasing work and personnel expansion, has been forced to
occupy space in various other buildings.

The great accumulation of General Accounting Office records, files and
miscellaneous papers, most of which must be readily accessible for
research purposes, has ever presented a problem in the matter of han-
dling and storage. Therefore, in the interest of greater efficiency there
was established a Records Division, effective September 1, 1926,
wherein were assembled under one supervision all such documents,
including settled accounts of disbursing officers of the various depart-
ments and establishments (other than those of the Post Office Depart-
ment). contracts, settled claims and paid checks. Mr. Reed F. Martin was
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made Chief of that Division. The Records Division was also responsible
for the furnishing of information and transcripts, including photostatic
copies of documents on file, to other agencies of the Government for use
as specified by regulations governing such work.

For many years, there was maintained in the Interior Department a
Returns Office wherein, in conformity with existing law, were filed con-
tracts made by the Secretaries of War, Navy and Interior for the stated
purpose of rendering such contracts availableto the public generally.
Pursuant to the act of February 4,1929 (45 Stat. 1147), the Returns
Office was transferred to the General Accounting Office and made a
part of the Records Division, where its functions were continued until
abolished by Office Order No. 31 of September 18,1942, pursuant to the
act of October 21, 1941 (55 Stat. 743).

In 1928, Mr. Martin was appointed Chief Clerk of the General Account-
ing Office, his duties as Chief, Records Division, being assumed by Mr.
W. W. Richardson who was succeeded by Mr. Russell H. Herrellwho in
turn was succeeded by Mr. Vernon R. Durst. Mr. Herrell subsequently
left the General Accounting Office and now holds the position of Admin-
istrative Assistant to the Public Printer.

Functions and personnel of the Check Sectionand that part of the
Receiving and Computing Section, also of the Audit Division, which had
to do with the receiving, recording, searching and checking of accounts,
vouchers and collateral papers for audit were made component parts of
the increased and enlarged Records Division, which on August 1,1940,
was renamed the Reconciliation and Clearance Division, and continued
in charge of Mr. Vernon R. Durst. -

As in other employee groups there arose among the personnel of the
General Accounting Office occasional cases of distress due to illness,
bereavement, or other misfortune, when through no fault of his own, an
employee was forced to seek financial assistance. To provide for such
persons with the minimum of formality and publicity there was created
in the autumn of 1928,through voluntary contribution of employees, a
general welfare fund, which was administered by a Board of Control
consisting of five persons appointed by the Comptroller General. The
original fund was augmented from time to time by individual gifts and
by proceeds of various benefit entertainments. Through the courtesy of
the Chamber of Commerce of the United States, several such affairs
were held in the beautiful auditorium of that organizationthereby real-
izing considerable sums for the welfare fund. Another source of revenue
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was found in donations made by the Welfare and Recreational Associa-
tion of Public Buildings and Grounds from the net proceeds of the lunch
counter located in the General Accounting Office Building.

Aside from the material aid rendered to employees temporarily in diffi-
culties, the spirit of friendlinessand mutual helpfulness manifested
through these early welfare activities, unpretentious though they were,
was not without beneficent effect upon the morale of the entire office
and will long be remembered by those privileged to participate in the
work. Upon the organization in 1940 of the present General Accounting
Office Athletic, Welfare and Recreational Association, dl activities,
funds, etc., of the former welfare set-up were absorbed therein.
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The ancient gray stone building on Pennsylvania Avenue, between 11th
and 12th Streets, surmounted by the clock whose gleaming face long has
been familiar to the wayfarer in downtown Washington, was occupied
for many years by the Post Office Department, now located in its hand-
some new building immediately west of 12th Street. For purposes of
convenience the old building also housed the office of the Auditor for
the Post Office Department and its successor,the Post Office Depart-
ment Division of the General Accounting Office, in which offices was
performed the audit work of the postal branch of the Governmentas
distinguished from claims and accounts originating in other branches
which are audited and settled in the Audit and Claims Divisions.

The Post Office Department Division whose designationwas changed
July 1,1939,to that of Postal Accounts Division (18 Comp. Gen. 1026) is
responsible for the audit and settlement of dl accounts of the great Post
Office Departmentand its widespread activities, including money order
and postal savings services, as well as matters having to do with
national and international transportation of the mails by land, sea and
air. The audit of money order accounts is carried on with the aid of elec-
trically operated office appliances of the most modern character, a sys-
tem which was inaugurated as early asJuly 1,1912.By this means data
appearing on postal money orders is reproduced by punching on spe-
cially prepared cards, which are then runthrough sorting and tabulat-
ing machines and the totals shown compared with those claimed by the
paying postmasters for verification. It is interesting here to note that the
General Accounting Office installation is claimed to be the largest in the
world using such equipment for purely auditing purposes.

The normal flow of postal business into the General Accounting Office
has been seriously affected by disturbed world conditions of recent
years, evidencinggeneral disruption and curtailment of the mail service,
particularly to and from foreign countries. Because of changes in admin-
istration brought about by such conditionsit was deemed expedient to
effect the transfer of the entire Postal Accounts Division to Asheville,
North Carolina,a move undertaken at the suggestion and with the assis-
tance of the Bureau of the Budget and the Public Buildings Administra-
tion, in cooperation with the Post Office Department. The change was
effected about the close of the calendar year 1942 and after the passage
of several months it may be said that removal of the postal audit from
the congested atmosphere of Washington to the North Carolina city has
been a decided success from all points of view. Under the direction of
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Mr. John C. Nevitt, Chief of Division,work has been expedited and con-
ditions in general manifest improvement. Those employees who, for var-
ious reasons, were unable to leave Washington with the Postal Accounts
Division have been placed in other parts of the General Accounting
Office.

Under authority originally conferred by the Dockery Act of 1894, the
Comptroller General is required, upon request of a disbursing officer or
the head of an executive department or other Governmentestablish-
ment to render advance decision upon questions involving paymentsto
be made by them, such decisions to be binding in the settlement of the
accounts concerned. (Under more recent legislation (act of December 29,
1941, 55 Stat. 875) certain certifying officers, also, are authorized to
request and receive decision of the Comptroller General on any question
of law involved in payment of vouchers presented for his certification.)

The right as above indicated was not exercised by disbursing officers at
all times, however, and amounts illegally paid, when later disclosed in
the audit, were for collection, insofar as possible, and return to the Trea-
sury. With the view of eliminatingneed for and consequent expense of
collecting such amounts, there was inaugurated in 1927 the procedure
known as preaudit, or audit before payment. This plan provided for
approval of expenditures by the Comptroller General after the obliga-
tions are incurred, but before actual payment should be made, and was
not an entirely new idea, as its value had been demonstrated through
applicationto certain postal expenditures by the Post Office Department
Division of the General Accounting Office and its predecessors, the
Auditor for the Post Office Department and the Sixth"Auditor over an
extended period of years.

General use of preaudit in the General Accounting Office began through
the audit of disbursement vouchers of the United States Veterans
Bureau covering payments under the World War Adjusted Compensa-
tion Act of May 19, 1924 (43 Stat. L. 121) and amendments. Soon there-
after requests were received for its extensionto vouchers-other than
those for personal services—of certain bureaus of the Department of
Agriculture. By successful operation the plan gained favor with admin-
istrative officials, particularly those directly concerned with disburse-
ment matters, bringing about its adoption, wholly or in part, in the audit
of vouchers of many departments and establishments.
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Preaudit service reached its highest level about the middle 1930’s, when
cotton pool payments under the Agricultural Adjustment Act were suc-
cessfully preaudited in regional field offices, physically adjacent to
sources of all necessary information. Because of the absolute accuracy
and extreme speed required, only carefully selected personnel of high
qualification and experience were assigned to preauditing duties. There-
fore, in view of the increasing need for such employees on various activ-
ities associated with preparation for and prosecution of the war effort,
it was found necessary to curtail and ultimately to discontinue the prac-
tice of preauditing vouchers with the exception of the limited number
received under certain farm programs. Such action was directed by the
Comptroller General in Office Order No. 32 dated September 16,1942.

For a number of years, there has been assigned to a select group of
employees the task of computing and preparing reports and financial
statements for presentation to the United States Court of Claims in con-
nection with suit filed by certain Indian tribes under jurisdictional acts
passed by Congress for recovery of moneys alleged to be due them in
fulfillment of treaty obligations, or to more adequately compensate the
tribes for land taken.

Extensive study and research is required in the preparation of these
reports, together with athorough knowledge and understanding of the
statutes, treaties, claims involved, records and other data of the Indian
Office and Bureau of Ethnology, and other material relative to the par-
ticular tribes concerned and their transactions with the Government.
Information concerningthese Indian matters is frequently requested by
Members and Committees of Congress, requiring detailed statements of
the facts of record, reports submitted, etc.

During the period 1925to 1936the volume of Indiantribal claims work
was comparatively large, but the considerablenumber of employees
then assigned thereon since has diminished. Though receiving little pub-
lic notice this work is nevertheless deserving of special mention here as
anotable function of the Claims Division of the General Accounting
Office.
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The close in 19310of the first decade followingestablishmentof the Gen-
eral Accounting Office revealed the completion of numerous changes
within the organization,and the adoption of improved procedures and
methods of work. Comparativelylittle unrest or turnover was apparent
among the personnel during that period; on the contrary, there was
noted the growing tendency of many employees to fit themselves for
more difficult and responsible duties through the study of law, account-
ancy or some other of the various courses available in local institutions
of learning. Quite a number of those who so qualified continued with the
office organization, and by reason of intimate knowledge of its functions
and practical experience in its work were able to render service of inesti-
mable value during the unsettled conditions of ensuing years.

Upon the retirement at the statutory age of Assistant Comptroller Gen-
eral Lurtin R. Ginn, President Hoover named as his successor Honorable
Richard Nash Elliott, former Member of Congress from Indiana, who
assumed his duties March 9, 1931. This was a recess appointmentwhich
was followed by a regular appointment confirmed by the Senate the fol-
lowing December.

Judge Elliott was born near Connersville, Indiana, April 25, 1873,
attended local schools and subsequently taught school in that vicinity.
He studied law, was admitted to the bar and engaged in practice in Con-
nersville, where he was made city attorney in 1905. Following service as
county attorney of Fayette County,and as a Member of the State Legis-
lature for several years, he was elected to the 65th Congress at a special
election held to fill the vacancy caused by the death of Representative
Daniel W. Comstock. He was reelected to the 66th, 67th, 68th, 69th, 70th
and 71st Congresses,which service of more than 13years beginning
July 3, 1917, covered the stormy period of the first world war and the
bitter contests over woman suffrage and prohibition.

Deeply interested in the modern development of the nation's capital,
Judge Elliott while in Congress served as Chairman of the Committee on
Public Buildings and Grounds, which directed the Federal Triangle
building program. He was also one of those chiefly responsible for the
erection of the magnificent Supreme Court Building, which in the opin-
ion of many is unsurpassed for classic beauty and dignity by any other
edifice in Washington.
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It so happened that Judge Elliott acted as Comptroller General for much
of his term in the General Accounting Office. Upon the statutory retire-
ment of Comptroller General McCarl after fifteen years of official ser-
vice, no successorwas appointed for approximately three years; and in
the interim Judge Elliott, as Acting Comptroller General, passed judg-
ment on expenditures contemplated and made, in amounts running far
into the millions, as well as many other important and frequently con-
troversial matters.

Necessity again required him to take over the helm of the General
Accounting Office when the tenure of office of Comptroller General Fred
H. Brown, appointed in April, 1939, to succeed Mr. McCarl, was short-
ened by illnessin December, 1939, and his resultant resignation, and he
continued as Acting Comptroller General until the accession to office of
the Honorable Lindsay C. Warren, appointed Comptroller General effec-
tive November 1,1940.

An exceedingly human individual, the place of Assistant Comptroller
General Elliott in hearts of the General Accounting Office people has
ever been secure. The warm friendlinesswhich endeared him to the
“folks back home in Indiana” met with ready response from officials
and employees alike. Devotees of the rod and reel found in him ,akin-
dred spirit and followed with interest his periodic excursionsto nearby
or distant sections of some fisherman’sparadise. Judge Elliott’s love of
poetry, particularly that of Burns, is well known; moreover, he fre-
quently expresses his own thoughts in bits of verse, more often than not
in praise of his favorite sport or of some particular spot by the water-
side which holds for him delightful memories. -

The term of office of the Assistant Comptroller General —15 years—
was curtailed in Judge Elliott’scase by reason of the intervention of the
statutory retirement age, and his service in the General Accounting
Office terminated April 30, 1943. He continuesto reside in Washington,
the scene of his life and work for many useful years.

In the selection of Mr. Frank L. Yates as successor to Assistant Comp-
troiler General Elliott, the General Accounting Office is exceedingly for-
tunate, Mr. Yates, a native. of West Virgiria, served in the office of the
Auditor for the War Department, Treasury Department,and subse-
quently in the General Accounting Office as an attorney, as a special
assistant to the Comptroller General, and most recently as attorney-con-
feree in the immediate office of the Comptroller General. His wide
knowledge and experience in matters coming before the General
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Accounting Office should be of incalculable value in the years that lie
ahead. He is personally known to many employees of longer service who
unite in gratification at his appointment.
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Widespread dissatisfaction with the confusion prevalent in the nation’s
fiscal affairs and continued agitation for more businesslike management
contributed in large measure to the enactment of the Budget and
Accounting Act of 1921, which, for a time, appeared to afford opportu-
nity for some improvement,even though opinions and judgment differed
as to the manner in which it should be brought about. Machinery of the
Government was already complex, due to the continued existence of
numerous commissions, boards, councils, and the like, created during
World War I, and maintaining limited activity after its close. Some of
these organizationswere consolidated, wholly or in part, with estab-
lished departments while others, their usefulness at an end, were abol-
ished within the decade following.

A few years later industrial depressionwith its attendant economic and
social problemsspread through many sectionsof the country, arousing
popular sentiment for immediate curtailment of Governmentexpendi-
tures, particularly costs of operation. AS a remedial measure, the 72nd
Congress enacted legislation which has become generally known asthe
“Economy Act of 1932” (47 Stat. 382) as a part of “an act making
appropriations for the Legislative Branch of the Government for the fis-
cal year 1933 and for other purposes.’” Under provisions of this act,
which was approved June 30,1932, the compensation of Government
employeesin general was reduced by 8-1/3 percent, the savings so
obtained to be impounded in the Treasury. The reduction in pay, though
at an increased rate of 15 percent, was continued during the fiscal year
1934 by the act of March 3,1933(47 Stat. 1515, section 4(d)). To effect
further savings existing vacancies were left unfilled and salaries thereof
also impounded. Other measures adopted in the interest of economy
included the withdrawal of annual leave privileges of employeesand the
substitution therefore of furlough —leave without pay. In addition, pur-
suant to section 204 of the Economy Act, certificates retaining employ-
ees in the service beyond the statutory retirement age, were terminated,
and such extensions could be effected only by action of the President.

Another provision which caused much discussion and general unrest
among those employees directly concerned was found in section 213 of
the Economy Act—to the effect that in any reduction of personnel, mar-
ried persons (living with husband or wife) employed in the class to be
reduced, should be dismissed before any other persons employed in such
class were dismissed. That ways and means of effecting retrenchment
held a prominent place in the congressional mind was again evidenced
the following year when in the Independent Offices Appropriations Act
for 1934, approved June 16, 1933 (48 Stat. 305), it was provided that
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any employee within the purview of the Civil Service Retirement Act of
May 29,1930, having a period of service aggregating 30 or more years,
if involuntarily separated from the servicefor reasons other than his
own misconduct, would be entitled to an annuity computed as provided
in section4 of said act, lessa sumequal to 3-1/2 percent of such annu-
ity, full annuity to be paid if and when the annuitant reached the statu-
tory age for retirement.

Although no general reduction in the working force of the General
Accounting Office took place at that particular time, numerous separa-
tions occurring in various parts of the organizationbrought about a net
drop in the number of personnel from 1,988as of June 30,1931, to
1,950as of the corresponding date in 1932,and to 1,943ayear later.

The early act establishingthe office of Treasurer of the United States
delegated to that official the duty of making disbursements of public
moneys “uponwarrants drawn by the Secretary of the Treasury, coun-
tersigned by the Comptrollerand recorded by the Register, and not
otherwise” (1 Stat. L. 65, 66). However, under the prior act of July 31,
1789 (1 Stat. L. 29) collectorsof customs had already been authorized t«
make disbursements from their collections, and it was soon evident that
other payments would have to be provided for in order that public busi-
ness might not be delayed. Provision was made in the act of February
20,1792 (1 Stat. L. 232) for employment of deputies (postmasters) in
the Post Office Department, whose accounts were to be adjusted and
settled in the same manner as other public accounts. The act of May 8,
1792 (1 Stat. L. 279,280) which established an “accountant to the
department of War” provided for a paymaster of-the Army “to reside
near the headquarters of the troops of the United States.”” Although
other persons designated by department heads continued to disburse
funds on their order, there was no general statute regulating such dis-
bursements until 1823when, by the act of January 31 (3 Stat. L. 723)
Congress specifically forbade advances of public moneys, except under
the special direction of the President of the United States. Several other
attempts were made to regulate the disbursingsystem, which, despite
certain recognized defects, continued without substantial change for
more than 140years.

As previously stated, disbursing officers were agents of the department
or establishmentsto which they were attached, and acted under orders
from the heads of such organizationsthough at the same time responsi-
ble to the accounting officers of the Government (in the Treasury
Departmentuntil 1921 and since that time in the General Accounting
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Office) for the custody and proper disposition of the funds they
received. In his annual report to Congress for 1926the Comptroller Gen-
eral suggested the advisability of removing disbursing officers from the
control of the spending agencies and advocated a comprehensivestudy
of the existing system with the view of effectingneeded changes and
economies. These recommendationswere repeated in successive annual
reports until 1932when Senator King of Utah introduced a bill “to
secure greater economy and efficiency in the disbursement of public
money and for other purposes.” The bill did not receive the support of
the Treasury Department and died with the Congress. However, on June
10,1933, President Roosevelt transferred and consolidated in the Trea-
sury Department the disbursing activities of the civilian executive agen-
cies by Executive Order No. 6166, section 4 of which reads as follows:

“The function of disbursement of moneys of the United Statesexercised by any
agency is transferred to the Treasury Department and, together with the Office of
Disbursing Clerk of that Department, is consolidated in a Division of Disbursement,
atthe head of which shall be a Chief Disbursing Officer.

“The Division of Disbursementof the Treasury Department is authorized to estab-
lish local offices, or to delegate the exercise of its functions locally to officers or
employeesof other agencies, according as the interests of efficiency and economy
may require.

“The Division of Disbursement shall disburse moneys only upon the certification of
persons by law duly authorized to incur obligationsupon behalf of the United
States. The function of accountability for improper certification shall be transferred
to such persons, and no disbursing officer shall be held accountable therefore.”

Disbursements in the General Accounting Office theretofore were han-
dled by Mr. Carl Collier with necessary clerical assistance. Mr. Collier
served in such capacity from the creation of the General Accounting
Office and was its only disbursingofficer. With the consolidation above
mentioned he was transferred to the office of the Chief Disbursing
Officer, Treasury Department, where he remained until his retirement in
1939.

1072nd Congress, 2nd Session, 8. 5021.
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Followingin the wake of the economicdepression of the early 1930’s
came unemployment, first manifested in industrial centers and later
spreading to practically every calling and occupation. To an unprece-
dented degree the multitudes of unemployed persons throughout the
nation became a leading object of concern, a problem whose solution
baffled resources and powers of both business and Government.

In Public Resolution No. 11,better known as the Emergency Relief
Appropriation Act of 1935,the 74th Congress made available funds
aggregating over $4,880,000,000,to be used in the discretionand under
the direction of the President, to provide relief, work relief and to
increase employment by creation of useful work projects. Of this huge
amountthe greater part was allocated for work projects, with lesser
allocations for other uses including the fund provided for the Federal
Emergency Relief Administration through whose organizationgrants
were made to the States for relief purposes pending development of the
works program. Other allocationswere made to various agencies for
administrative expenses in connection with said program, for rural
relief and the purchase of certain lands, also for loans made by the Farn
Credit Administration. In connection with allocations made to other
departments and agencies, the General Accounting Office received fund:
in an amount sufficientto employ labor, purchase supplies, equipment,
etc., for performance of the greatly increased activities developing in
connectionwith the works program.!!

With all possible expedition the working force of the General Account-
ing Office was increased to meet conditions arising as the new work-
relief program took shape. Large numbers of appeintments were made
for the service during the period of emergency, rolls of the office show-
ing an increase in numbers from 2,758 to 4,401in the years 1935-1936
alone. Many of the persons so hastily appointed, without regard to civil
service requirements, were wholly lacking in training and experience,
with backgrounds ill adapting them for performance of the technical
work of grave importancerequired.in the General Accounting Office.

At the same time the congestion of accumulating work and workers
filled the Pension Building to overflowing and emphasized afresh the olc
problem of inadequate space for changing office conditions and ever
expanding needs. A partial solution of the matter was arranged by

“For detailsof the various allocationsand explanationof their use see First Deficiency Appropria-
tion Bill for 1936, Hearing before the Subcommittee of House Coramittee on Appropriations in chargt
of Deficiency Appropriations (Part 11, pages 2, 10, 296 and 298) (Legislative File).
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removing the rapidly growing Audit Division, then under the supervi-
sion of Mr. E. W. Bell as Chief of Division,to the Moses Building at Elev-
enth and F Streets, NW, which took place during the summer of 1935.

Effects of the great increase in work were apparent in every part of the
office but particularly in the Audit Division, where the receipt of
accounts prepared and submitted by recently organized or expanded
agencies manned by inexperienced personnel presented difficulties and
inaccuraciestheretofore not encountered. Such conditions,due in large
measure to the vast expenditures resulting from emergency legislation
caused by the business depression, demanded exhaustive study with
mutual cooperation, in order to ensure prompt settlement, as well as
adequate protection for the interests of the Government.

The audit of adjusted service certificates issued to veterans under the
World War Adjusted Compensation Act of May 19,1924 (43 Stat. 121),
and declared immediately payable under the Adjusted Compensation
Payment Act, 1936, approved January 27,1936 (49 Stat. 1099)began in
August 1936,and was well on the way to completion by the close of the
fiscal year 1937.

Expansion in every phase of federal activity was of necessityreflected
in Government claims work. With the establishment of many new gov-
ernmental agencies, innumerable new contracts were required for pur-
chase of supplies and equipment, as well as for construction work of all
sorts to meet the needs of the vast relief organizations. In brief, such a
personnel expansion as that previously referred to was equally neces-
sary to provide for the increase in the claimswork o fthe General
Accounting Office.

During this same period another new division was added to the General
Accounting Office organization. This was the Accounting and Bookkeep-
ing Division, created September 1,1935,under General Regulations No.
82, dated August 20, 1935,by consolidation of the Bookkeeping Division
and certain parts of the Audit Division, namely, the Accounting Section,
which had to do with the settlement of the accounts of accountable
officers and the adjustment of appropriations and funds; those parts of
the Audit Review Section wherein were considered replies to postaudit
exceptionsreceived after completion of initial audit exceptions;the Dif-
ference SheetSection and the Supplemental Settlement Unit. The
Accounting and Bookkeeping Division also keeps control accounts of
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appropriations and limitationsthereof; keeps accounts of advances, dis-
bursements and collections of accountable officers; reviews and counter-
signs (or disapproves) for the Comptroller General certain classes of
warrants; prepares transfer settlements to settle interdepartmental
claims and adjust erroneous deposits; and settles the accounts of
accountable officers.

The functions of the Accounting and Bookkeeping Division have been
enumerated in detail as above for the reason, apparent to some observ-
ers, that many employees and friends of the General Accounting Office
have but a vague understanding of the importance of the work of the
division as compared with that performed in the longer established
organization units, with which they are perhaps better acquainted. Since
its creation the affairs of the Accounting and Bookkeeping Division have
been administeredby Mr. J. Darlington Denit, with a large corps of
assistants.

Pursuant to the requirements of section 309 of the Budget and Account-
ing Act some steps were taken looking toward the establishmentof a
uniform system of administrative accounting, though the variety of
operations and methods in use rendered such uniformity a difficult task.
However, as a result of investigationand study of the accounting needs
of various officesand establishments, administrative accounting sys-
tems were established in several bureaus. Thus was formed a nucleus to
which the departments and establishments might make additions and
adaptations best suited to their particular needs. To the Accounting and
Bookkeeping Division was delegated the duty of coordinating the
departmental systems and maintaining the control-accounts.

On June 30, 1936, there terminated the incumbency of the first Comp-
troller General of the United States, Mr. J. R. McCarl, who remained in
Washington, engaged in private law practice. He died very suddenly
August 2,1940.

As stated earlier in this chronicle, at the expiration of the term of Mr.
McCarl administration of the General Accounting Office was taken over
by Assistant Comptroller General Richard N. Elliott as Acting Comptrol-
ler General of the United States. No changes of note took place, although
the findings of the President’s Committee on Administrative Manage-
ment (popularly known as the Brownlow Committee) as set forth in the
report of the committee, submitted January 8,1937,gave rise to rather
general discussion of possible —or probable —reorganization of depart-
ments and agencies of the executive branch of the Government.
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On March 30,1939, President Roosevelt nominated to fillthe vacant
office of Comptroller General of the United Statesthe Honorable Fred H.
Brown, former Senator from New Hampshire, which nomination was
confirmed April 3,1939.

Comptroller General Brown, who took office April 11,1939, was born at
Ossippee, New Hampshire, April 12,1879. He became an attorney at law
and practiced in Somersworth, New Hampshire, where he served as
mayor from 1914to 1922, at the same time holding the office of United
States Attorney for the District of New Hampshire. From 1923to 1925
he served as Governor of the State and subsequently as a member of the
New Hampshire Public Service Commissionuntil his electionto the
United States Senate in 1932. Mr. Brown’sillness during the winter of
1939-1940compelled him to relinquish his duties as Comptroller General
inthe early summer of the latter year. He returned to his home in New
Hampshire and upon restoration to health served for a brief period es a
member of the United States Tariff Commission, eventually resuming
the practice of law.

August 1,1940,the President named as successorto Comptroller Gen-
eral Brown the Honorable Lindsay C. Warren, member of Congress from
North Carolina, whose First Congressional District he had represented
for 16years, the nomination being confirmed the same day.
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This document is a printed version of May Hunter Wilbur's brief history
of gao and its predecessor agenciesin the Treasury Department. pre-
pared in the months prior to her retirementin December 1943, Mrs. Wil-
bur worked for the Comptroller of the Treasury and was one of Gao's
original staff in 1921.

Mrs. Wilbur first traces the fiscal history of the United States from the
days of the Ainerican Revolution to the passage of the Budget and
Accounting Act of 1921. She then outlinesGac's history over its first 22
years, with emphasis on basic functions, organization, buildings housing
Gao personnel. and ieading officials, including the Comptrollers General,
Assistant Comptrollers General. and others. Perhaps the most important
contribution of this account is its emphasison the human characteristics
of Gao, its leaders, and its staff in the early years.

Mrs. Wilbur's original manuscript, prepared on a typewriter, has been
typeset to improve its readability, but otherwise appears as she wrote it.
Although Gao’s employee newspaper, The Watchdog, observed in
Xovember 1947 that it hoped Mrs. Wilbur's history "will be available
for distribution in printed form in the near future," it has taken 40
years to accomplish that task. The History Program,Officeof Policy, is
pleased to make it available now.

Roger R. Trask
Chief Historian

January 1988
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" Biograpnical Information
" May Hunter Wilbur

Mrs. Wilbur was born in Ohioon January 8,1876. and lived in Washing-
ton, D.C., since her early childhood. She began her career in 1893 as a
teacher in the Washington publicschools. In 1917, she accepted a posi-
tion with the Bureau of War~ RiSK Insurance (now the Veterans Adminis-
tration). In 1920, she transferred to the Office of the Comptroller of the
Treasury, and she remained with the General Accounting Office(ca0)
until her retirement in December 1943. She died in September 1947.

While at G0, Mrs, Wilbur served as Assistant Chief of the Employee
Relations Section of the Dvisian of Personnel and as Assistant Director
of Personnel. She was one of the organizers of what is now the ao
Employees Associationand was very active in welfare, charitable, and
employee relations matters.

Mrs. Wilbur’scommunity activitiesincluded membership in the Order of
the Eastern Star and prominence in musical circles. She served as pianist
for the Metropolitan Baptist Church from 1903to 1910 and then for
several years as organist for the Central Presbyterian Church.
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‘oreword

As the General Accounting Office has now entered upon the third dec-
ade of its existence as an independentestablishment of the federal gov-
ernment. the time seems appropriate forrecording some of the
conditions and events leading up to its creation: alsoto call to mind vari-
ous occurrences and developmentsof later years. which may or may not
be familiar to those who have served with the organization or who have
been otherwise identified with its life for varying periods of time.

What is here set down, however, doesnot presume to enter into any
technical discussion of the fiscal history of our country or of its latter
day development, the General Accounting Office. such atask having
been ably fulfilled by various writerseminently qualified for its per-
formance. On the contrary, the purpose here is to supplement such writ-
ings by preserving in simple form the story of the office as known to
employees and friends of today, its functionsand past achievements,
together with some of its idealsand purposes for the future.

May Hunter Wilbur
1943
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arly Fiscal Developments

Preliminary to such a chronicle it will be well to consider briefly the
beginning of our country's fiscal history. In fact. for the originsof the
system whose basic principles today are so widely but not always
understandingly discussed and criticized. one must go back to theearly
days of the Revolutionary War when .in the endeavor to bring about set-
tlement of differences between the American coloniesand Great Britain
the Second Continental Congress met in Philadelphia for the purpose of
raising revenue for possible military needs and to make provision for
the custody and disbursement of funds as obtained.

We learn that asearly as the middle of the year 1775 there existed in
the colonies some form of financial organization composed of temporary
committees, in course of whose management difficulties in settlement of
accounts soon became apparent. Thereupon. the Congress by resolution
of July 29, 1775. created the office of Treasurer. appointing not one but
two treasurers—Michael Hillegas and George Clymer, both residents of
Philadelphia. Shortly thereafter Mr. Clymer was appointed a delegateto
Congress by the convention of Pennsylvania and one treasurer only was
considered sufficient for future needs. Mr. Hillegas continued in such
capacity until 1789.' The Congress further established in September
1775 a committee of accounts "toexamine and report upon all claimsor
accounts against the government before payment should be made.” This .
appears to have been the first of such groups to perform duties which
have developed through the years into the auditing functions of the
present day.

Fragmentary records of that early time confirm the belief that the foun-
ders of our government were real statesmen. aswell as patriots. In their
estimation, monetary problems were matters for ample and serious dis-
cussion, to the end that funds might be wisely expended and all possible
extravagance avoided. The right of their legislative assemblies to direct
the financial affairs of the colonists was insisted upon. In February 1776
Congress representing the ""United Colonies'* appointed a **Standing
Committee for Superintendingthe Treasury.— Tais committee was com-
posed of five delegates and was instructed to examine the accounts of
the Treasurer and to employ and train proper persons inthe liquidation
of accounts. Power was also given to request for purpose of audit the
books and accounts of any person responsible for public funds. and to
report the state of such accounts to Congress. In April of the Sameyear
Congress instituted and established a Treasury Office of Accounts
headed by an auditor-general who had charz=2 of several assistants and

Ljournals of the Continental Congress—F. W' Powell. Control of Federal Expenditures. p. 3.
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clerks engaged in keeping and stating the public accounts. The entire
Office of Accounts, however. continued under the superintendence and
control of the Standing Committeeabove described, which about this
time wes given the designation of **Treasury Board."" By one authority’
it is stated that this same Standing Committee was the nucleus from
which the Treasury Department finally developed.

Successiveboards of treasury with varying degrees of success main-
tained control of fiscal affairs until 1789, interrupted only by the intro-
duction of aplan opera*ed from 1781until 1784 by Robert Morris in the
position of Superintenaent of Finance. ThiS plan permitted specializa-
tion of financial operations under several officers, each directly respon-
sible to Congress for the performance of his own particular function.
The system and its administration by Mr. Morris received high praise or
account of its efficient and direct operation, but met with bitter antago-
nism and charges of mismanagement from persons opposed to his
scrupulous care particularly in collecting all sumsowing the Govern-
ment. Mr. Morris apparently noted the gradual withdrawal of support
from his zdministration and tendered his resignation in January 1783
stating: *"To increase our debts while the prospect of paying them dimin-
ishes does not consort with my ideaof integrity. | must therefore quita
situation which becomes utterly unsupportable.”™ Nevertheless, he did
not actually relinquish his duties until the followingyear. It has been
said of Robert Morris that he was a momentous force in the administra-
tion of President Washington and fully earned the title of **Financier of
the Revolution.™

Major f-atures of the Morris plan were reflected in the establishment of
a real accounting system which came to pass through the enactment of
the act of September 2. 1789, creatinga Treasury Department and car-
rying forward from the Articles of Confederation, ..tified by the states
March 1, 1781, certain basic principles underlying early accounting
practices, some of which remained unchanged until comparatively
recent years.

The Treasury Act of 1789(1 Stat. L. 65), as finally passed, provided for
. aSecretary, a Comptroller. an Auditor. a Register and a Treasurer—
each to be appointed by the President with the advice andconsent of the

2Bullock. Finance of the United Slates from 1775 to 1789. p. 191.

3Bullock. Finances of the Unuted States from 1775 to 1789. p. 207.
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Senate. The Secretary of the Treasury was instructed to digest and pre-
pare plans for management o f the revenue and support of the public
credit: to prepare and report estimates of the public revenue and
expenditures: tu superintend collection of the revenue: to decideon
forms for keeping and rendering all. public accounts and making returns;
to issue warrants subject to limitations imposed by law; to make reports.
as requested, to Congress pertaining to the work of his office. and to
perform generally, such service relating to finances as might be directed.

The duty of the Comptroller was to superintend adjustments and preser-
vation of the public accounts: to examine all accountssettled by the
Auditor and to certify the balances to the Register; to countersign war-
rants drawn by the Secretary pursuant to law; to report to the Secretary
the official forms for use by collectors of the revenue, and the manner
and form of keeping their accounts; to provide forthe regular and punc-
tual payment of all monies which might be collected, and to direct prose-
cution for all delinquencies of officersof the reverue and for debts that
might be due the United Stares.

The Auditor was designated to receive all pubiic accountsand after pre-
liminary examination and adjustment, to certify the balances with
vouchers to the Comptroller for settlement. Any claimant dissatisfied
with a settlement made by the Auditor could appeal to the Comptroller
within six months.

The Register was instructed to keep all acconnts of receipts and expen-
ditures, all debts due the United States and to preserve them, together
with all settled accounts, vouchers, certificates and warrants. In the
duties so minutely prescribed forearly Treasury officialswill be noted
the basic similarity in certain respects to customsand practices which

have continued through the years in the Department and offices closely
associated with it.

Salaries of the above officials were fixed by legislation oF September 11,
1789 (1Stat. L. 67) as follows: Secretary, $3,500; Comptroller, 52,000;
Auditor, $1,500; Treasurer, $2.000; and Register, $1,250. AS the first -
Secretary of the Treasury President Washington appointed Alexander
Hamilton who continued in si:ch administrationuntil January 1795.
Functions proposed for the several officersof the new Treasury Depart-
ment, as above described, were productive of much discussion in Con-
gress, particularly those of the Comptroller, which office in the opinion
of some members appeared to partake of a judicial aswell as an execu-
tive quality. Duringdebate, thisapparent dual responsibility to the
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President and to Congress was the subject of remark by JameSMadisor
at that time a representative from Virginia, who advocated a fixed terr
of office for the Comptroller. No settlement of the matter was effected.
however, until the enactment of the Budget and Accounting Act of 192
in which was incorporated the suggestionof Mr. Madison.

Though the apparent purpose of the act of 1789was to concentrate set
tlement of accounts in the Treasury Department, need for a greater
degree of accuracy and expedition in accounts of the War and Navy
Departments brought about the authorization May 8.1792, of an
accountant specifically for the War Department. whose position was
entitled ""Accountantto the Department of War” (1 Stat.L 279). Simila
action with respect to Navy accounts was taken by Congress inthe act
of July 16,1798(1 Stat. L. 610), which provided for an "*Accountant oF
the Navy.” In 1816 an additional accountant for the Navy was providec
These accountants were required by law to submit their settlements to
the Comptroller of the Treasury for inspection and review.

All three of the offices described were abolished in $817, when Congres
passed ""anact to provide for the prompt settlement of public accounts’
(3Stat. L. 386), and authorized the employment of four additional audi-
tors and one additional comptroller. Under this legislation the comptrol-
ler designated in the act of 1789became known asthe First Comptrolle:
and was required to examine accounts settled by the First Auditor (the
auditor created by the act of 1789) and the Fifth Auditor (@nofficial to
whom the act of 1817 assigned the accountsof the Department of State,
the General Post Office,and those relating to Indian affairs). Additional
duties of the First Comptrollerwere **tosuperintend the recovery of all
debts to the United States, to direct suitsand legal proceedings, and to
take all such measures a may be authorized by the laws to enforce
prompt payment of all debts to the United States."*

Duties of the Second Comptrollerwere *‘toexamine all accounts settled
by the Second, Third, and Fourth Auditors and certify the balances aris
ing thereon to the Secretary of the Department (of War or Navy) in
which the expenditure has been incurred; to countersign all warrants
drawn by the Secretariesof the War and Navy Departments which shall
be warranted by law; to report to the said Secretariesthe official forms
to be issued in the differentoffices fordisbursing the publicmoney in
those departments, and the manner and form of keeping and stating the
accounts of the persons employed therein; and it shall also be his duty tc
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superintend the preservation of the public accounts subject to his revi-
sion." Certain other functionsof the First Comptrollerwere taken over
by the Second Comptroller. in addition to the duties above set forth.

Notwithstanding the provision for four additional auditors contained in
the act of 1817, practically no new duties or responsibilities were added
o those already existing. Functions theretofore performed by accoun-
tants for the War and Navy Departments (abolished by the act), and
miscellaneous duties were divided among the new auditors provided.

The act of July 2, 1836 (5 Stat. L. 80) entitled “An act to change the
organizationof the Post Office Departmentand to provide more effectu-
ally for the settlement of the accountsthereof,"* provided for that
department a separate auditor to be knownas the Sixth Auditor, who
wes authorized to settle all accountsaccruing therein, subject to an
appeal by either the Postmaster General or the claimant to the First
Comptroller, whose decision was to be final. A committee on retrench-
ment appointed by Congress in 1842 was much impressed by the
promptness of settlements made by the Sixth Auditor, and in its report
expressed the opinion that all claims coming before any particular
departnient could readily be adjusted by one auditor only. The commit-
tee stated further that such an arrangemeritwould greatly facilitate
public business, and recommended its adoption. More than 50 years
elapsed, however, before the idea was put into practical Use.

Although directing the Secretary of the Treasury to digest plans for
management of the public revenue and to prepare and report estimates
of the same with expendituves, the act of 1789 (1 Stat. L 65, 67), gave
no indication of the time or manner in which such reports were to be
submitted. Additional directions-set forth in subsequent legislation —act
of May 10, 1800 (2 Stat. L. 79. 80), and act of May 1,1820 (3 Stat. L.
567, 568, 569)—dealt further with the preparation of estimates and
financial plans. Section 2 of the act of 1820required the Secretariesof
War and Navy to lay before Congressin February of each year a compi-
lation of such data as of December 31 of the preceding year. In this con-
nection it is of interest to note that the fiscal year, which theretofore
correspondedto the calendar year, was changed to run from July 1until
the following June 30 by the act of August 26, 1842 (5 Stat. L. 536).

Other notable steps in the developmentof the accounting system include
the establishment April 25,1812. of a General Land Office (2 Stat. L.
$16, 717) headed by a Commissionerempowered to audit and settle
accountsrelating to public lands. The Commissioner was required to
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transmit such accounts, with related vouchers and certificates. to the
Comptrollerof the Treasury for review and decision. certifying balances
to the Register. These functions were transferred to the Department of
the Interior upon itsestablishmentin 1849.

By the act of April 9.1816 (3Stat. L. 261, 263) there was created the
office of Commissionerto pass upon claims for property lost, captured
or destroyed I the military serviceof the United Stares. The Commis-
sioner was at firs: subject to rulesand regulations prescribed by the
President. bur in the year 1818 his duties were transferred to the Third
Auditor who foratime settled accountswithout review by the Comp-
troller of the Treasury or other officer. AS years passed, claimsagainst
the United States increased in volume and complexity. constituting an
excessive burden onthe various committees of Congress exercisingjuris-
diction over them. This conditionwes manifest particularly during the
period between 1794 and 1838,when pursuant to a resolution of Febru-
ary 19of the latter year, inquiry was made into the expediency of estab-
lishing by law a board of commissionersto adjust and settle all private
claimsagainst the Government. (25th Congress, 2d Session, House
Report 730. p. 9—Serial 335)* To this resolution report was made that
the great mass of claims "was already being settled and adjusted by the
accountingofficersas a matter of routine, and that the chief difficulty
lay with the initial hearing and determination rather than with the
adjustment of the matters.” No conclusive action was immediately taken
with respect to theaccumulationof private claimsand a further report
was made April 26,1848 (30th Congress. 1stSession. douse Report 498,
Serial 526), together with a proposed bill to establish a board of three
commissionersto hear claims rejected by the accounting officers.

For another period of years no action was taken until by the act of Feb-
‘ruary 24, 1855 (10 Stat. L. 612) there was created a special tribunal to
be known as the Court of Claims. for the purpose of hearing and decid-
ing certain classes of such matters. reportingits findingsto the Congress
forappropriate action.

The act of July 31,1789 (1 Stat. L. 39), which created the customs ser-
vice of the United States, provided that the service should be directed
by whatever officialshould be given the duty of superintending collec-
tion of the customs. Under the Treasury Act of September 2. 1789.
therefore. the Secretary of the Treasury was directed to superintend ¢ol-
lection of the revenue, while matters relating to customs receipts.

iD T. Selke. Federal Financial System. p. 490
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accounts of collectorsand other customs officers were handled by the
Comptroller's office.” An act of March 3, 1849 (9 Stat. L 395,396) cre-
ated the office of Commissionerof Customsto exercise all functions of
the Comptroller's office relating to coliection of custom and accounts of
customs officers.

Itis generally believed that early accountable officerswere accustomed
to forward their accounts forexamination by the administrative officer
concerned before submitting the same to the proper auditor for settle-
ment. This practice, known as administrative examination of accounts,
was given legal sanction by ajoint resolution of Congresson March 2,
1867 (14 Stat. L. 571, 572), and remains a feature offederal accounting
procedure to the present day. It has been stated that Navy accounts
were excepted from the required administrativeexamination, which
statement the writer has been unable to verify.

Although few changes of noteworthy significance were made in legisla-
tion enacted during the ensuing quarter century, a rising tide of criti-
cism culminating in several congressionalinvestigations demonstrated
beyond question the general dissatisfaction with the existing fiscal sys-
tem. Accordingly, under the act of March 3,1893(27 Stat. L. 675, 681),
there was appointed ajoint commission,since known as the Dockery-
Cockrell Commission, which was «iven authority to inquire into and
examine the status of laws governing the executive departments and
establishments, the methods and conduct of the same, the degree of effi-
ciency of employees, and to make recommendations as to changes which
might be desirable in the interest of efficiencyand economy. In a series
of reports the Commission advised completeoverhauling of the account-
ing system. embodying its recommendations in a bill introduced in the .
House by Representative Dockery, chairman of the Commission. This
bill which received the endorsementand support of the Treasury
Department wes reported favorably to the House but was recommended
for further consideration. Following extended debate the principal fea-
tures of the measure were incorporated in the legislative,executive and
judicial appropriation act of that year. which wes approved July 31,
1894,and became effective October 1.1894. This legislation, known as
the ""Dockery Act™ (28 Stat. L. 162,205) marked a notable change in the
fiscal history of our country.

Provisions of the Dockery Act abolished the offices of First and Second
Comptroller, provided in the act of 1817, alsothat of the Commissioner

*Mayo—A Synopsisof the Commercialard RevenueSystem of the United States, \Volume One. p. 6.
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of Customs, created in 1848, substituting therefore a Comptrollerof the
Treasury and Assistant Comptroller. and changed the titles of the six
auditors to indicate the nature of the accounts over which they were
authorized to exercisejurisdiction as follows:

Auditor for Treasury Department
Auditor for War Department

Auditor for Navy Department

Auditor for Interior Department

Auditor for State and Other Departments"
Auditor for Post Office Department

Under the Dockery Act accounts and vouchers were forwarded through
administrative channelsto the several auditors for examination and cer-
tification of findings, such certificates to be conclusive upon executive
departments. They were subject, however, to appeals which might be
filed with the Comptroller of the Treasury by claimants or by the
departmental head within one year, or to reexamination of the account
upon direction of the Secretary of the Treasury, the decision of the
Comptroller to be final. Statementhas been made that the system pre-
scribed by the Dockery Act, in general, followed lines comparable to
those of judicial procedure, the auditors resembling a court of general
jurisdiction in passing judgment on accounts and claims-submitted to
them and the Comptroller being likened to the appellate branch to which
settlements of the auditors might be presented for final decision.

Judicial functions of the Comptrollerfor the first time received specific
recognition and adequate legal sanction in the Dockery Act by the provi-
sion that upon application of a disbursing officer or head of an execu-
tive department, board or establishment?e, the Comptroller, wes
required to give decision upon any question involving prospective pay-
ment of a claim or other expenditure. with constructionof the statutes
involved. The law further provided that any of the above named offi-
cialsor any other person whose accounthad been settled by an auditor
might, if dissatisfied with the settlement?appeal to the Comptroller at
any time within ore year. The Comptroller was also given authority to
revise any account of his own accord. within the same period. Also, all
decisions by the auditors making an original construction or modifying
an existing construction of statuteswere required to be submitted to the
Comptroller for approval. disapproval or modification. Many of the
decisions rendered by the Comptroller dealt with matters of general

“State. Justice. Agricrlture, Labor and all accounts not within jurisdietion of other auditors.
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importance and interest and, in order that precedents therein estab-
lished might be readily available for settlement of accounts in the
future. arrangements were made for their publication at regular inter-
vals, the first volume appearingin 1895. it isof interest to know that
decisions of the Second Comptroller's office, which had accumulated
from its establishment in 1817 were compiled in 1852. and others. some
in digest form, of the several subsequent comptrollers. have been pub-
lished during the intervening years.
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Movement for Change nFiscal Management

For a number of years following the passage of the act of July 31.1894.
no change ir: the audit and accounting system Wes apparent. However,
though the proceduretherein laid down appeared adequate, various
instances of waste of public money and difficulties arising in connection
with payments on government contracts continued to engage the atten-
tion of the Congress and people of the country. Undercurrents of desire
for more business-like conduct of financial matters developed into insis-
tence for definite and vigorous action, and the Secretary of the Treasury
in 1903instituted an investigation into the scope and practices of the
accounting system, but without tangible results. Two years later the
President, upon his own initiative, appointed a group headed by C. H.
Keep, Assistant Secretaryof the Treasury, to make a study of depart-
mental methods and practices, with recommendationsfor vossible
iniprovement therein. The survey conducted by this group, known as
the Keep Commission, covered a wide range, and some changessug-
gested as a result of the findings, requiring no legislative action, were
later adopted.

In March 1911 there was organized the President’s Commission on Econ-
omy and Efficiency,whose reports served still further to stimulate the
interest in governmentadministration, which had been manifested for
several years through the efforts of certain citizens and organizationsto
bring about the establishmentof a national budget. One report,” in par-
ticular, recomumended consolidation of the offices of the six auditors of

\ the Treasury, thus returning the organizationto the form originally
planned in 1789, and until the enactment of the act of 1817, with but
one Comptroller and one Auditor, Comparison of opinionsadvanced
from time to time by students of government finance and other progres-
sive thinkers gave clear indication of the country-wide trend toward
centralization of financial control under one designated authority. In the
meantime, the outbreak of war in Europe in 1914 and subsequent partic-
ipation by the United States greatly increased the work of the auditing
offices and emphasized their urgent need for coordinated control.

As the initial action toward that end the Secretary of the Treasury on
October 25,1918, combined all the auditing offices under the adminis-
trative supervision and direction of the Comptroller of the Treasury.
pending enactment of legislation realigningthe entire fisal p: <ram

Congressional activity concerningthe budget movement began promptly
when the 66th Congress met in extraordinary sessionon May 19.1919.

‘62d Congress, 2d Session. House Document 670. Appendix 4.
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Chapter IT
Movement for Change in Fiscal Management

On the second day of the session, Slay 20,1919, Chairman Good of the
appropriations committee of the House introduced a bill *to provide a
national budget system and an independentaudit of government
accounts and for ocher purposes,” while similar action was taken in the
Senate by Senator McCormick. The House bill called for an independent
bureau directly under the President, to act as his staff in preparation of
the budget, while the group of ten bilk and resolutions comprising Sena-
tor McCormick’s program provided that the Secretary of the Treasury
represent the President in preparing the budget. In each proposal provi-
sion wes made that the audit of accounts be conducted by an indepen-
dent office or agency.

Extended hearings were held by select committees of both Houses, the
opinions developed manifesting unanimity—on principles, at least—
with respect to the audit of public accounts. In the matter of a national
budget, however, divergent views were expressed. It was generally
agreed that the audit phase of the program should be transferred from
the Treasury Department to an agency independent of the executive
departments and responsible directly to the Congress, whose control
overexpenditure of funds and means of compliance with conditions gov-
erning the same would thus be strengthened.

Hearings were concluded in January 1920 but not until the following
April was a bill reported out of committee, redrafted and revised in
‘manyparticulars, aitkough theoretically in general agreement with the
House bill. Though passed by both House and Senate the bill was
returned without signature by President Wilson, who in his veto
message expressed entire sympathy with its objectives and his willing-
ness to approve it but for the provision regarding the removal from
office of the Comptroller General and Assistant Comptroller General.

The President’s message said

“Iam in entire sympathy with the objects of this bill and would gladly approve it.
but for the fact that I regard one of the provisionscontaiaed in Section303as
unconstitutional. Thisisthe provision to the effect that the Comptroller General
and the assistant comptroller general, who areto be appointed by the President
with the advice and consent of the Senate may be removed at any time by a concur-
rent resolution of Congressafter notice and hearing, when, in theirjudgment. the
comptroller general or assistant comptroller general is incapacitated or inefficient,
or has been guilty of neglect of duty, or of malfeasance in office, or of any felony or
conduct involving moral turpitude. and for no othercause and in no other manner
except by impeachment. The effect of this isto prevent the removal of these officers
for any cause except by impeachmentor a concurrent resolution of Congress. It has,
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Movement for Change in Fiscal Management

I think, always been the accepted construction of the Constitution that the power to
appoint officers of this kind carries with it, asan incident. the power to remove. |
am convinced that the Congress is without constitutional power to limit the
appointing power and its incident, the power of removal derived from the Constitu-
tion. The section referred to not only forbids the Executive to removethese officers
but undertakes to empowerthe Congressby a concurrent resolution to remove an
officer appointed by the President with the advice and consent of the Senate. 1 can.
find in the Constitution no warrant forthe exercise of this power by the Congress. *
** | am returning the bill at the earliest possible moment with the hope that the
Congress may find time before adjournment to remedy this defect.”

Subsequent effortsto passthe bill over the President’sveto failed of
accomplishmentand the matter of budget legislation remained inactive
until the next assemblingof Congressin April 1921. when the bills were
re-introduced. Inthe measure as finally passed the only change of
importancewss that the Comptroller General and the Assistant Comp
troller General should be removable by ajoint resolutioninstead of a
concurrent resolution of the two Houses of the Congress,the essential
difference being that the former requires the approval of the President
and the latter doesnot. OnJune 10, 1921, the bill, PublicNo. 13, 67th
Congress, was approved by President Harding, and has since been
imown as the “Budgetand Accounting Act, 1921,” (42 Stat. L. 20).

Enactment of the Budget and Accounting Act brought to a close the long
period of effort leading toward establishment of a budget system and an
independent audit in the federal government. That the Congress realized
fully the inadequacy of former methods of financial administration and
control isevident not only from the act itself but from the very full
debates on the pending measure which was considered reconstruction
legislation of the greatest importance — the beginning of a new order.
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“reasury Department Auditing Offices

The resumejust given would be incomplete without some mention of
those offices of the Treasury Department which, under provisions of the
Budget and Accounting Act of 1921 were merged to form the General
Accounting Office, and of various weil remembered personalities whose
names are inseparably linked with the older organization.

Notable among these appears the figure of Waktexr W. Warwick, last
Comptrollerof the Treasury, incumbent of that office from 1915 until
the creation of the General Accounting Office in 1921. Judge Warwick, a
native of Ohio, wes a veteran employee of the officeover which he pre-
sided, having served there as law clerk from 1893 to01898. His early
education was obtained in Cincinnati, where upon completionof a
course in the Cincinnati College Law School, he beganthe practice of
law. The degree of L.L.M.was later conferred upon him by George
Washington University in Washington, D.C. While practicing law in the
Ohio city, young Warwick served for some time as secretary to Honora-
ble William Howard Taft, then judge of the United States Circuit Court,
who became greatly interested in his developmentand progress. and the
friendship thus formed continued for many years, in fact, during the
lifetime of both men.

Returning to Washington Judge Warwick entered the service of the Pan-
ama Canal as auditor, subsequently journeying to the Isthmus in the
capacity of Associate Judge, Supreme Court of the CanalZone. In 191 1
he wes called back to Washington to become a member of President
Taft's Commission on Economy and Efficiency, a group whose investiga-
tions and recommendations in regard to audit and accounting matters in
the federal government played no srall part in the development of the
system prevailing today.

In 1913Judge Warwick became Assistant Comptrollerof the Treasury
and in 1915 wes appointed Comptroller, which position he occupied
until the enactment of the Budget and Accounting Act of 1921 replaced
the Comptroller's office by the new independent agency, the General
Accounting Office.

Following a period of serviceas the assistantto the director of the
Bureau of the Budget, Judge Warwick spentabout two years as fiscal
agent of the Republic of Panama, then accepted the position of chief
counsel to the United States Employees’ CompensationCommission in
Washington, where he remained until hisdeath in April 1932.
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As an outstanding official of the Treasury Department, progressive in
his attitude toward changing fiscal policies and a strong advocate of
independence for accountingoffices of the government, Judge Warwick
earned the confidence and respect, if not the actual support. of depart-
mental executives.* For these characteristics he will long be
remembered. aswell as for the signal servicerendered in each and every
phase of life. whether public or private. whence he heard and responded
to the call of duty.

Under Judge Warwick’s supervision as Comptrollerwere the six audi-
tors of the Treasury for theseveral departments. each because of lack f
proper space conducting the work of his clerksin quartersoutsidethe
Treasury Building. The auditors. with the location of their respective
offices, were as follows:

Auditor for Treasury Department—Samuel Patterson—Graham Build
ing, 14thand F Street NW.

Auditor for Interior Department—.J. E. R. Ray —Auditors' Building.
14th and B StreetsSW.

Auditor for War Department — James L. Baity—Walker Johnson Build-
ing. 1734 New York Avenue NW,

Auditor for Navy Department — Edward L. Lucken—Winder Building.
17th and F Streets NW.

Auditor for State and Other Departments-—Edward D. Hearns— Audi-
tors' Building, 14thand B Streets SW.

Auditor for Post Office Department—Charles A Kram —Post Office
Department Building, 12th and Pennsylvania Avenue IvW.

Employees of long service in the Treasury Department will recall Mr.
Charles Marshall Force, Assistant Comptrollerof the Treasury from.
1913 to 1921, kindly. courteous Kentuckian. who was held in affection-
ate regard by all who knew him. Judge Force had rendered service in
the office of the Comptroller of the Treasury fran 1893,and at the expi
ration of his term as Assistant Comptroller was appointed an attorney in
the General Accounting Office. He died in April 1926.

Selke—the Federal Financial Sxstem, p. 426 1 Extract from 1919 Report of Secretary of the Treasmry
Glass. p 129 .
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For many years the suite of officeson the second floor of the Treasury
Building overlooking Fifteenth Street was occupied by successive Comp
trollers of the Treasury with their associatesand employees. To these
spacious quarters, pervaded by memories of long gone legal dignitaries
came the new Comptroller General of the United Statesor July 1,1921,
provided by the Congress with greatly entarged powers and duties, to
lead the forces of the newly created General Accounting Office in acam-
paign against waste and extravagance of whatever sort might be found
in administration of government.
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ieheral Accounting Office—Officials

Because of his interest in the establishmentof independencefor the
accountingoffices of the government, aswell as his participation in leg-
islation to that end, the name of Comptroller of the Treasury Warwick
was prominently mentioned asa possible selection for the new office of
the Comptroller General of the United States, created under the Budget
and Accounting Act of 1921. Choice fell. however. upon John Raymond
McCarl, a native of lowa, and educated in Nebraska. with which state
his name is associated in the public mind. He received the degree of
L.L.B. from the University of Nebraska, and for some years was a mem-
ber of alaw firm in McCook, where he made his home. Mr. McCarl came
to Washington in 1914 as private secretary to Senator GeorgeW. Norris,
and in 1918 became executive secretary of the National Republican Con-
gressional Committee. He assumed his duties as Comptroller General of
the United StatesJuly 1, 1921, arid from that hour endeavored with the
utmost seriousness to uphold the responsibilitiesdevolving upon him, as
he interpreted them. It may be said with truth of Mr. McCarl that he
purposed to live up to the expectations of those who framed the Budget
and Accounting Act as expressed during debate by Chaiirman Good of
the House Committee, that the Comptroller General should be—

"*'Something more than a bookkeeper or accountant, that he should be a real critic.
and at all times should come to Congress. no matter what the political complexion of
Congressor the Executive might be, and point-out inefficiency ** * and that he .
should bring such facts to the notice of the committeeshavingjurisdiction of
appropriations."!"

The Budget and Accounting Act created the positions of Comptroller
General and Assistant Comptroller General of the United States, pre-
scribed their appointment by the President with confirmation by the
Senate, their tenure of office fora period of fifteen years, defined the
powers and duties of the General Accounting Office, to be under their
control and direction, their respective salary rates and the conditions
and method of their removal from office. Provision wes also made for
the abolishment of the offices of the Comptrollerof the Treasury and
Assistant Comptrollerof the Treasury and for the transfer to the Gen-
eral Accounting Office of their personnel. together with all powers and -
duties now conferred or imposed by 1aw upon them. Exception was
made. however, with respect to the administrativeaccounting per-
formed by the auditor for the Post Office Department, which function
was transferred to a Bureau of Accounts newly established in the Post
Office Department in charge of a Comptroller who replaced the former

YRepresentative Good. Congressional Record. 67th Congress, 2d Session. Volume 61. Part 2. p. 1090 '
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auditor for that department. Other functionsas set forth in sections 3.5,
309, and 312 of the act furrish basis. inpart. for the widespread activi-
ties of the General Accounting Office in later years, concerning which
more detailed information will appear in subsequent pages.

Appointed to the position of the Assistant Comptroller General of the
United States was Mr. Lurtin R. GIna a native of Indiana, long employed
in the Treesury Department, office of the Auditor for the War Depart-
ment and office of the Comptroller oF the Treasury, in October 1917 Mr.,
Ginn wes appointed Assistant Comptroller of the Treasury under
authority of section 120of the act of September 24, 1917 (40 Stat. 293)
and shortly thereafter wes designated tohave charge of thework of

that office abroad. With a group of especially chosen assistants he main-
tained an office in Paris until the latter part of 1919, and heremained
abroad in the capacity of Special Representative ofthe Treasury
Department uritil July 1920.

Upon reaching the statutory age for retirement, Assistant Comptroller
General Ginn received an extension ef service in the position of Counsel
in the General Accounting Office, which continued until June 30.1932.
Endowed with great natural diplomacy and charm of manner, Mr. Ginn's
contacts with the public as with the persennel of the office were invari-
ably in the interest of harmony. He died in December 1935.

A widely known personality in the assditing officesof the Treegsry
Department and subsequently in the General Accounting Office was Mr.
James L Baity, Auditor for the ‘Wwar Department and later Assistant to
the Comptroller General of the United States (Executive and Budget
Officer). As the Wex~ Auditor during the trying years of World War | Mr.
Baity had jurisdiction over a greatly augmented force of clerks engaged
in the audit of all accountsand claims arising by reason 9f military,
activity, also those relating in any way to the Military Establishment.
Many of the personnel thus employed weretransferred directly to the
General Accounting Office upon its Creation. Born in Missouri Mr. Baity
served for atime as secretary to former SenatorJames A. Reed of that
state before entering the departmental service. He wes twicecontinued
in service after reaching the age for antomatic retirement but finally
retired October 31.1943.

The machinery of publicbusiness in the General Amounting Office
began to function without delay or interruption aside from a certain
amount of apprehension, perhaps not unnatural, prevalent on the part
of some of the personnel of the former auditing offices,regarding the
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continuance of their employment, which in many cases had begun o
during the World War periad. In the interest of efficient administrat
some curtailment and adjustments among employees were necessary
inasmuch asat that tirmee there was available no one building in whi«
could be housed the entire working force of over 1,700persons, toge
with essential office records. Activitiesof the several organizationd
sions, however, for a time continued along lines similar B those pres

ously established in the Treasury Department under the respective
auditors.

The group of employees engaged on legal and related duties in the of
of the Comptrollerof the Treasury formed anucleus in the General
Accounting Office for what was later known as the Division of Law.
under immediatesupervision of the Comptroller General. About 192
such work was centralized in charge of a Solicitor, whose official titl
was changed to that of General Counsel in 1928. This position was h
for anumber of years by Mr. Rudolph L Golse, who retired in 1939 :
was succeeded by Mr. John C. McFarland. The wide diversity of lega
problems presented to the corps of attorneys comprisingthe staff of
General Counsel for consideration and solution preclude description,
even enumeration, inthe limited space here available.

" Tie compilation and publication of decisions of the accountingoffice
of the Treasury Department which had been in progress for many ye
was carried on after the creation of the General Accounting Office b3
group of employeeswithin the office of the General Counsel, and the
from has developed irto a service of high efficiency and immeasurat
usefulness to government offices in general. In 1926 there was inaug
rated a card index-digest key system whereby decisionsof the Comp
troller General. both published and unpublished, are daily recorded ¢
cards in accordance with key headings and cross references, togethes
with citations of statutes. judicial opinionsand decisionsof prior
accounting officers, the whole forming a current index-digest, from
which such information on duplicatecards is supplied to various par
of the General Accounting Office and other departments and establis
ments as requested. Another helpful service of the Index-Digest Secti
is found in the issuance of daily symopses of important decisions in nz

eograph form for use within the office and for limited outside
distribution.

Selected decisions of particular and general interest, with accompany
indexdigest, tables of statutes and cited prior decisionsare publishec
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"General Accounting Office—OfTicials

pamphlet form and issued monthly for distribution throughout the gov-
ernment service. A compilation of twelve monthly pamphlets bound as
one volume is distributed annually in like manner.

In this connectionit is of interest to note the publication in 19310f a
reference book entitled **Index to the Published Decisions of the
Accounting Officersofthe United States, 1894to 1929," a compilation
of indexes previously issued. Thisvolume was prepared under the direc-
tion of Mr. Stuart B. Tulloss and was followed by another. the **Index-
Digest to the Published Decisions of the Comptroller General of the
United States,"* which coversthe period 1929to 1940, and Wes prepared
under the personal supervision of the Digest Attorney, Mr. Russel G.
Young.
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The years 1922and 1923brought to the General Accounting Office a
number of organization changes which came about as a result of better
understanding of its basic purpose and functions, and greater familiar-
ity with its work, asit increased rapidly in scope and volume.

Reapportionment of duties in the Bureau of Accounts of the Post Offic
Department made possible the return to the General Accounting Office
of several hundred employees formerly engaged in the audit of postal
accounts under the jurisdictionof the Auditsr for the Post Office
Department. This change, effective April 16,1922 by including the po:
tal audit amongthe powers and duties already transferred by the
Budget and AccountingAct of 1921to the General Accounting Office
restored that organizationto the form existent at the time of its crea-
tion. The postal audit has ever occupied an important place inthe fisca
affairs of the Government and more details concerning it will be found
in succeeding pages.

Pursuant to the action of Congressapproved March 20,1922 arrange-
ments were made for a complete audit of the financial transactions of
the United States ShippingBoard, Emergency Fleet Corporation, under
rules and regulations prescribed by the Comptroller General. This work
was inaugurated by a small. force of employeeswho were later absorbe:
into a general inspection and investigation section organized in the
autumn of the same year. The purpose of this section, composed of care
fully selected personnel of special qualification and training, was to con
duct such investigationsas might be directed by the Comptroller
General or Assistant Comptroller General under the authority eonferrec
by section 312 of the Budget and Accounting Act. Such investigations
might take place at the seat of Government or elsewhere, and concern
matters relating to the receipt. disbursement or application of public
funds, financial transactions or matters of business in the various
departments and establishments, and were conducted with the view of
effecting economies of administration wherever possible.

The group organized for the specific duty above referred to continued
its work along lines indicated by legislationcovering such activitiesin
the General Accounting Office and is now known as the Office of Inves-
tigations. Employees assigned thereto are required to study accounting
problems of the Govern:nent; to make investigations concerningappro-
priation and fund accountingin the several departments and establish-
ments, with reports and recommendations as to simplificationof
methods, etc.; to conduct inspections of departmental disbursing offices,
and such other matters of similar character as may be designated. The
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Office of Investigationswas organized by Mr. Homer A. A. Smithwho
held the position of Chief of Investigationsuntil 1931 when he was suc-
ceeded by Mr. Stuart B. Tulloss.

In accordance with requirementsof section309 of the Budget and
Accounting Act, forms, systems and procedures for the functions above
named and others of like character as carried on in the various depart-
ments and officesare to be prescribed by the Comptroller General. Prep-
aration of appropriate formsis an important duty of the Office of
Investigations, whence General Regulations prescribing symbolsand
other details for observance in their use areissued at frequent intervals.
All accounting forms are now in process of standardization.

Another step of farreaching importance to the General Accounting
Office was the organization July 1,1922, of the Transportation Dirision
for the purpose of auditing and settling charges for freightand passen-
ger service rendered to all departments of the Government. This activity
had its origin in an organization unit known as the Transportation Rate
Board, for many years a notable phase of audit work in the Treasury
Department. Records show that the first Transportation Rate Board
existed in the office of the Auditor for the War Department as far back
as 1906, having been formed forthe purpose of concentrating the audit
of transportation accountsin the hands of a group of specially traix:2d
employees. At that time it was also planned to establish a complete file
of transportation tariffs, an undertaking whose results have fully justi-
fied the labor involved. Infact, it is believed that the compilation of
tariffs, both freight and passenger, division sheets, land grant and other

. transportation information, mow available in the General Accounting
Office, much of which data cannot be duplicated, is unequalled
anywhere.

As of April 1,1923, there wes created a Civil Division in which were
incorporated the functionsand personnel of three others, namely, the
Treasury Department Division, the Interior Department Division and the
State and Other Departments Division. The Civil Division, as implied by
itstitle, was charged with the examination and settlement st accounts
other than military, that is, those arising in the Treasury, Interior, State,
Justice, Commerce, Labor and Agriculture Departments, and the follow-
ing independent establishments the White House, both houses of Con-
gress, Supreme Court, Government Printing Office. Interstate Commerce
Commission, Smithsonian and National Museuns, District of Columbia,
Federal Trade Commission, Civil Service Commission, the General
Accounting Officeitself,and all other independent establishments of the
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Government not provided €orunder the administration of any specific
department. At that time the Civil Division occupied a building at 1800
E Street, NW, the present site of the new Interior Department Building.

On the same date there was established a Check Accounting Division for
the purpose of handling matters pertaining to paid and cancelled checks
and warrants, other than those relating to the Post Office Department.
Subsequent organization developmentshave necessitated changes in the
supervision and conduct of this important work. of which further
account will later be given.

The matter of consolidatingthe War~ and Navy Department Divisions
also received serious consideration, but due to the lack of available
office room action was deferred until May 16,1923, when they were
finally combined under the title of Military Division, and assigned
quarters at the Walker .Johnson Building, 1734 New York Avenue. NW’,
Washington. D.C. While the move proved advantageous in some
respects, it failed to relieve to any considerableextent the ever increas-
ing need for additional space in which to house the vast quantity of
records and files—priceless because irreplaceable—of the fiscal system
of the United States Government from its beginning.

Many of these records even now arestored in non-fireproof buildings
throughout the District of Columbiaand in nearby Alexandria, Virginia.
under constant risk of damage, if not actual destruction, by fire or
otherwise. Notwithstanding periadic efforts to secure adequate accom-
modations for its greatly increased personnel—to say nothing of the
records above mentioned-each passing year findsthe General Account-
ing Office still short of the goal forwhich it long has striven, namely. a
building of adequate size and suitable location to provide for its d-.ily
needs and activities and their inevitable expansion.

Early in the nineteenth century the Congress made provision for an offi-
cial’calledthe Commissioner of Claims whose duty was to examine and
settle claimsagainst the United.Stateson account of property lost or
destroyed in military service. (See Chapter 1) Successiveofficials and
groups of employees in larger numbers have carried on the work then
begun which later was broadened to include cases of both military and
civilian character. Special sections in both Military and Civil Divisions of
the General Accounting Office performed such duties until combined.
effective December 1, 1923,to form a Claims Division which still func-
tions asone ofthe leading activities of the General Accounting Office,
and appears destined for even greater developmentand importance
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under the able leadership of Mr. David Neumann, who as Chief of Divi-
sion has administered its affairssince April 6,1931

To provide for greatly expanded wartime needs the Claims Division
presently (November, 1843) occupies a temporary building, recently
erected in connectionwith a war housing development, at Friendship,
the old McLean estate at Wisconsin Avenue and Newark Street, NW,

Bookkeeping as performed inthe Treasury Departmentand in the Gen-
eral Accounting OFficeprior to 1923 was pen-written by hand. a method
by no means adequate for the purposes of the latter organization. in
view of its responsibility for maintaining complete accountsof appropri-
ated funds, expenditures, withdrawals, etc., in addition to the personal
accounts of disbursing officers. The installation of bookkeeping
machines greatly facilitated all phases of such work, which inJuly 1925
were designated to be functions of a BookkeepingDivision under the
supervision of Mr. Frank H. Bogardus.

The act of September 2, 1789, 1 Stat. 65,establishing the Treasury
Department, wherein were created the officesof Comptroller and Audi-
tor, directed the Comptroller“toprovide for the regular and punctual
payment of all monies which may be collected”; also *‘to direct prosecu-
tions of all delinquenciesof officersof the revenue and for debts that
will or shall be due the United States.” Under the Budget and Account-
ing Act of 1921, however, control over collectionsof amountsdue the
United States, as exercised by the accounting officers in early days, wes
‘notrestored in its entirety; that is to say, while the Comptroller General
isempowered by section4 of the act of July 1, 1894, 28 Stat. 206,as
amended by section 304 of the Budget and Accounting Act to superin-
tend recovery of all debts certified by the General Accounting Office to
be due the United States, his responsibility does not extend, as formerly,
to the direction and prosecution of suits to recover erroneous, illegal or
other payments due the United States.

By the establishment in 1923 of a Collections Unit, the General Accourit-
ing Office took what has been proved to be a decided advance stepin
Federal collection methods. Heads dF departments and establishments
were requested to report to the CollectionsUnit any debts appearing of
record in their respective organizatians.Records of indebtedness, thus

- gathered from various sources, together with those found due by the

General AccountingOffice through itsaudit and settlement of disburs-

; Ing accounts, have been assembled in the form of a debtor’seard index
which provides a means of check against any allowancesoradjustments
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which might be made by the Government in favor of the debtor. The

Collections Unit which maintains the debt record index & a part of the
Claims Division.

Much of the controversy regardingthe authority and jurisdiction of the
Comptroller General has arisen in connection with cases where liability
in the matter of collectionisdisputed by the debtor. In Such cases, if
oollection cannot be made by offset against amounts which may be due
the debtor from the Government, or otherwise, the matter usually is
reported to the Attorney General for instituiion of suit, or such other
action as may be deemed proper by the Departmentof Justice.




ChaoterVI

Personnel Activities
Removal 10 Pension Building

R T i

Effective April 1, 1926, there was established a Division of Personnel in
which was absorbed the previously existing Division of Appointments,
which was in reality a survival of a similarorganization in the former
office of the Auditor for the War Department. Duties of the new divi-
sion, performed under the supervision of the Comptroller General, com-
prised all matters relating to personnel in the General Accounting Office,
such as appointments, transfers, promotions, reductions, removals and
other changes, time and leave records, efficiency ratings and records, -
welfare and working conditionsof employees. At the time this division
wes created the personnel of the entire office numbered slightly less
than 2,000 persons, a group small indeed when compared with the
numerical strength manifested in later years, particularly since 1935.

With Mr, David Neumann as its first chief, the Division of Personnel
began its work in restricted quarters in the Treasury Building. Additions
to the working force of the office were selected in conformity with Civil
Service rules and regulations, with particular regard to the requirements
ofthe position to be filled and the potential fitness of each worker under
consideration to meet a specific need in the organization as a whole.

As the General Accounting Office through its widely varied functions
has vital contacts with every phase of governmental activity, there was,
eaiiy engendered in its personnel an unusualtly broad knowledge and
understanding of the workings of the Federal service in general. It is
worthy of note, furthermore, that the consequentalertness and interest
was strongly reflected in enthusiasm for assigned duties and pride in
their satisfactory performance.

Organization of the Division of Personnel fully under way, its manage-
ment was taken over by Mr. Earl Taggart, theretofore Chief of the Civil
Division, who served as Chief of Personnel for about eight years and
was succeeded by Mr. W _W. Richardson,who has been Assistant Chief
of Audit Division since 1939.

Reassignment of certain duties brought about apartial reorganization of
the Division of Personnel which became effective July 1, 1939_All per-
sonnel matters were placed under thejurisdictionof a Director of Per-
sonnel, which position was first held by Mr. Thomas A. McNamara. The
present (November 1943)Director, Mr. E_E. Ballinger, took charge in
April 1942, and under his administration the General Accounting Office
has entered upon a period of great personnel expansion. To meet the
requirements of war created activity hundreds of new employeeshave
been secured for service in Washington and in the several field offices
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opened in various sections of the country. notably in or near war pro-
duction centers. Records disclosethat the total number of employees.
which as of June 30,1939. was slightly lessthan 5.000, in 1943 has
risen beyond the 10,000 mark. and is stilt increasing.

Early in the year 1926 plans were laid for removal of the administrative
offices and as many of the General Accounting Office working force as
could be accommodated from the Treasury Department Building and
other quarters then occupied to the old Pension Building at Fifth and G
Streets, NW, in Judiciary Square.

This historic edifice adjacent to the Court House was designed by Gen-
eral Montgomery C. Meigs of the Corps of Engineers, U.S. Army , well
known as the builder of the aqueduct conveyingthe city water supply
from Great Falls of the Potomac River, over the famous Cabin John
Bridge to Washington. Constructionof the Pension Building was begun
in the autumn of 1882 and was finishedto such an extent as to permit
its use on the evening of March 4,1885, forthe ball in honor of the
inauguration of President Cleveland and Vice President Hendricks. Then
known asthe largest brick building in the world, the Pension Building
has been referred to, somewhat disrespectfully, as “Meigs’ Old Brick
Barn.” Nevertheless, the structure has adignity all its ewn, and until
the removal of its first occupant, the Bureau of Pensions, to the Interior
Department Building in 1926, it had the responsibility of housing the
pension claims of milliuns of men who fought for their country from the
Revolution to the first World War. In its great court, which now echoes
to the clickety-clack of typewriters and the busy hum of clerical work-
ers, thousands have danced to the music of the Marine Band at inaugu-
ral balls ushering in the administrations f Presidents Cleveland,
Harrison, McKinley, Theodore Roosevelt and Taft. Days of inaugural
festivities are long past and well nigh forgotten, but the old Pension
Building remains a landmark, its great windows overlooking what is left
of a once lovely park, while on the weather-beaten frieze above them.
shadowy forms of soldiersstill seem to march beside their ancient can-
non, silent suggestions of a memorable past.

Far-reaching organization changes marked the actuai removal of the
General Accounting Office to the Pension Building in the late summer of
1926. Some hope had been entertained that the move might be the fore-
runner of early union of scattered divisionsand units of the office in one
building, possibly a new one, built for that express purpose. However,

- .- developments through subsequent years have failed to bring about that
-- long desired consummation, which at this time appears more than ever
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remote. A site for such a building was secured, comprising the greater
pan of the block bounde« by Fourth, Fifth. G. and H Streets, NW, across
from the Pension Building, Houses and other buildings in the area have
been razed. with the exception of St. Mary's Church and its parish build-
ings. The church, one of the oldest in the District of Columbia. has been
located on Fifth Street for many years. Excavation for the General
AccountingOffice building was begun but has been abandoned, asthe
advent of war conditions with accompanyingscarcity and restriction of
building materials speedily put an end to all plans for construction, A
new home for the office, therefore, once more becomes an object of spec-
ulation. a vision of the future. Again, as prior to its creation in 1921.
office activities have been placed in buildings located in widely sepa-
rated sections of the city. to nccupy whatever quarters are obtainable.
irrespective of association and coordinationof the functionsinvolved.

The consolidation of Claims and Transportation Divisions, effective July
1, 1926, received and has since borne the title of Claims Division. Mr.,
Stuart B. Tulloss was named Chief of that Division, which position he
held until 1931.

Functions and personnel of the Civil and Military Divisionsas previ-
ously described. together with the group of employees handling matters
concerning veterans, were combined effective September 1, 1926, to
form the Audit Division. To these were added in November of the same
year all activities pertaining to the reconciliation of depository account..,
which prior to that time had been handled by a unit of the Check
AccountingDivision. Following his brief assignmentas Chief of Person-
nel Mr. David Neumann's ability asan organizer was again requisitioned
to formulate and carry out plans for the Audit Division, of which he wes
appointed chief, with Mr. E. W. Bell asassistant. The audit division wes
originally located in the Pension Building, but subsequently, due to rap-
idly increasing work and personnel expansion, has been forced to
occupy space in various ather buildings.

The great acenmulation of General Accounting Officerecords, filesand
miscellaneous papers, most of which must be readily accessible for
research purposes, has ever presented a problem in the matter of han-
dling and storage. Therefore, in the interest of greater efficiency there
was established a Reenrds Division, effective September 1, 1926,
wherein were assembled under one supervisionall such documents,
including settled aceounts of disbursingefficers of the various depart-
ments and establishments fother than those of the Post Office Depart-
merit). cortracts, settled ¢laims and paid checks. Mr. Reed F. Martin was
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made Chief of that Division. The Records Division was also responsible
for the furnishing of informationand transcripts, including photostatic
copiesof documents on file, to other agenciesof the Government for use
as specified by regulations governingsuch work.

For many years, there was maintained in the Interior Department a
Returns Office wherein, in conformity with existing law, were filed con-
tracts made by the Secretariesof\\ar, Navy and Interior for the stated
purpose of rendering such contractsavailable to the public generally.
Pursuant to the act of February 4,1929 (45 Stat. 1147), the Returns
Office was transferred to the General Accounting Office and made a
part of the Records Division, where its functions were continued until
abolished by Office Order No. 31 0fSeptember 18,1942. pursuant to the
act of October 21,1941 (55 Stat. 743).

In 1928, Mr. Martin was appointed Chief Clerk of the General Account-
ing Office, his duties as Chief,Records Division, being assumed by Mr.
W. W. Richardson who was succeeded by Mr. Russell H. Herrell Who in
turn was succeeded by Mr. Vernon R. Durst. Mr. Herrell subsequently
left the General Accounting Office and now holds the position of Admin-
istrative Assistant to the Public Printer.

Functions and personnel of the Check Section and that part of the
Receiving and Computing Section, also of the Audit Division, which had
to do with the receiving, recording, searching and checking of accounts,
vouchers and collateral papers for audit were made component parts of
the increased and enlarged Records Division, which on August 1,1940,
wes renamed the Reconciliation and Clearance Division, and continued
in charge of Mr. Vernon R. Durst.

As in other employee groups there arose among the personnel of the
General Accounting Officeoccasional cases of distress due to illness,
bereavement, or other misfortune, when through no fault of his own, an
employee was forced to seek financial assistance. To provide for such
persons with the minimum of formality and publicity there was created
in the autumn of 1928, through voluntary contribution of employees, a
general welfare fund, which was administered by a Board of Control
consisting of five persons appointed by the Comptroller General. The
original fund was augmented from time totime by individual gifts and
by proceeds of various benefit entertainments. Through the courtesy of
the Chamber of Commerce of the United States, several such affairs
were held in the beautiful auditoriumof that organization thereby real-
izing considerable sums forthe welfare fund. Another source of revenue
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was found in donationsmade by the Welfare and Recreational Associa-
tion of Public Buildingsand Grounds from the net proceeds of the lunch
counter located in the Generat AccountingOffice Building.

Aside from the material aid rendered t©employeestemporarily in diffi-
culties, the spirit of friendlinessand mutual helpfulness manifested
through these early welfareactivities, unpretentious though they were,
wes not without beneficent effect upon the morale of the entireoffice
and will long be remembered by those privileged to participate in the
work. Upon the organization in 1940 of the present General Accounting
Office Athletic, Welfare and Recreational Association, all activities,
funds, etc.. of the former welfare set-up were absorbedtherein
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The ancient gray stone building on Pennsylvania Avenue, between 11th
and 12th Streets, surmounted by the clock whose gleaming face long has
been familiar to the wayfarer in downtown Washington, was occupied
for many years by the Post Office Department, now located in its hand-
some new building immediately west of 12th Street. For purposes of
conveniencethe old building also housed the office of the Auditor for
the Post Office Department and its successor,the Post Office Depart-
ment Division of the General Aceounting Office, in which offices wes
performed the audit work of the postal branch of the Government as
distinguished from claimsand aecounts originating in otker branches
which are audited and settled nthe Audit and Claims Divisions.

The Post Office Department Division whose designationwes changed
July 1,1939.to that of Postal Accounts Division (18 Comp. Gen. 1026) is
responsible for the audit and settlement ofall accounts ofthe great Post
Office Department and its widespread activities. including money order
and postal savings services, as well zs matters having to dowith
national and international transportation of the mails by land, sea and
air. The audit of money order accountsis carried on with the aid of elec-
trically operated officeappliances ofthe most modem character, a sys-
tem which wes inaugurated asearly asJuly 1, 1912. By thismeans data
appearing on postal money orders is reproduced by punchingon spe-
cially prepared cards, which are then run through sorting and tabulat-
ing machines and the totals shown compared with those claimed by the
paying postmasters for verification. It isinteresting here to note that the
General Accounting Office installation is claimed to be tlie largest in the
world using such equipment for purely auditing purposes.

The normal flow of postal businessinto the General Accounting Office
has been seriously affected by disturbed world conditions of recent
years, evidencing general disruption and curtailment of the mail service,
particularly to and from foreigncountries. Because of changes in admin-
istration brought about by such conditions it was deemed expedient to
effect the transfer of the entire Postal Accounts Divisio:. to Asheville,
North Carolina, a move undertaken &k the suggestion and with the assis-
tance of the Bureau of the Budget and the Public Buildings Administra-
tion, in cooperation with the Post Office Department. The changewes
effected about the closeof the calendar year 1942and after the passage
of several months it may be said that removal of the postal audit from
the congested atmosphere of Washingtonto the North Carolinacity has
been a decided success from alt points of view. Under the direction of
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Mr. John C. Nevitt, Chief of Division, work has been expedited and con-
ditions in general manifest improvement. Those employees who, for vat
ious reasons. were unable to leave Washington with the Postal Account:

Division have been placed in other parts of the General Accounting
Office.

Under authority originally conferred by the Dockery Act of 1834, the
Comptroller General is required, upon request ofa disbursingofficer or
the head of an executivedepartment or other Government establish-
ment to render advancedacision UPON questions involving payments to
be made by them, such decisions t 0 be binding in the settlementof the
accounts concerned.(Under more recent legislation (act of December 29.
1941, 55 Stat. 875) certain certifying officers, also, are authorized to
request and receive decision of the Comptroller General on any question
of law involved in payment of vouchers presented for his certification.)

Theright asabove indicated was not exercised by disbursingofficers at
all times, however, and amounts illegally paid, when later disclescd N
the audit, were for collection, insofar as possible, and return to the Trea-
sury. With the view of eliminating need for and consequentexpense of
collectingsuch amounts, therewas inaugurated in 1927 the procedure
known as preaudit, oraudit before payment. This plan provided for
approval of expendituresby the Comptroller General after the obliga-
tions are incurred, but beforeactual payment should be made, andwas
not an entirely new idea, as its value had been demonstratedthrough
application to certain postal expenditures by the Post Office Department
Division of the General Accounting Office and its predecessors. the
Auditor for the Post OfficeDepartment and the S i h Auditorover an
extended period of years.

General use of preaudit inthe General Accounting Office began through
the audit of disbursementvouchers of the United States Veterans
Bureau covering payments under the World War Adjusted Compensa-
tion Act of May 19,1924 (43Stat. L. 121)and amendments. Soon there-
after requests were received fcr itsextension to vouchers—other than
those for personal services—of cartain bureaus of the Department of
Agriculture. By successful operation the plan gained favor with admin-
istrative officials, particularly those directly concerned with disburse-
ment matters, bringing about itsadoption, wholly or in part, in the audit
of vouchers of many departmentsand establishments.
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Preaudit service reached its highest level about the middle 1930’s, whe
cotton pool payments under the Agricultural Adjustment ACt were suc
cessfully preaudited in regional field offices, physically adjacent to
sources of all necessary information. Because of the absolute accuracy
and extreme speed required. only carefully selected personnel of high
qualification and experience were assigned to preauditing duties. Ther
fore, in view of the increasing need €orsuch employeeson various acti
ities associated with preparation for and prosecution of the war effort.
it was found necessary to curtail and ultimately to discontinue the pras
tice of preauditing vouchers with the exception of the limited number
received under certain farm programs. Such action was directed by the
Comptroller General in Office Order NO.32 dated September 16, 1942.

For a number of years, there has beenassignedto a selectgroup of
employees the task of computing and preparing reports and financial
statements for presentation to the United States Court of Clains in con
nection with suit filed by certain Indian tribes under jurisdictional acts
passed by Congress for recovery of moneys alleged to be due them in

fulfillment of treaty obligations, or tomore adequately compensate the
tribes for land taken.

Extensive study and research is required in the preparation of these
reports, together with a thorough knowledge and understanding of the
statutes, treaties, claims involved, records and oth<r data of the Indian
Office and Bureau of Ethnology, and other materialrelative to the par-
ticular tribes concerned and their transactions with the Government,
Information concerning these Indian matters is frequently requested by
Members and Committeesof Congress, requiring detailed statements of
the facts of record, reports submitted, etc.

During the period 1925 to 1936 the volume of Indian tribal claimswork
was comparatively large, but the considerable number of employees

then assigned thereon since has diminished. Though receiving little pub-
lic notice this work is nevertheless deserving of special mention here as

a notable function of the Claims Division of the General Accounting
Office.
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The close in 1931 of the first decade following establishment of the Gen-
eral Accounting Office revealed the completion of numerous changes
within the organization. and the adoption of improved procedures and
methods of work. Comparatively little unrest or turnover was apparent
among the personnel during that period: on the contrary. there was
noted the growing tendency of many employeesto fit themselves for
more difficult and responsible duties through the study of law, account-
ancy or some other of the various courses available in local institutions
of learning. Quite a number of those who so qualified continued with the
office organization. and by reason of intimate knowledge of its functions
and practical experience in its work were able to render service of inesti-
mable value during the unsettled conditions of ensuing years.

Upon the retirement at the statutory age of Assistant Comptroller Gen-
eral Lurtin R. Ginn. President Hoover named as his successor Honorable
Richard Sash Elliott. former Member of Congress from Indiana. who
assumed his duties March 9. 1931.This was a recess appointment which
was followed by a regular appointment confirmed by the Senate the fol-
lowing December.

.Judge Elliott was born near Connersville, Indiana, April 2.5. 1873.
attended local schools and subsequently taught school in that vicinity.
He studied law, was admitted to the bar and engaged in practice i Con-
nersville. where he was made city attorney in 1805, Following service &
county attorney of Fayette County, and as a Member of the State Legis-
lature for several years, he was elected to the 65th Congress at a special
election held to fill the vacancy caused by the death of Representative
Daniel W. Comstock. He wes reelected to the 66th, 67th, 68th, 69th. 70th
and 7 1st Congresses, which service of more than 13years beginning
July 3, 1917, covered the stormy period of the first world war and the
bitter contests over woman suffrage and prohibition.

Deeply intarested in the modern development of the nation’s capital.
Judge Elli- © while in Congress served as Chairman of the Committee on
Public Buildings and Grounds, which directed the Federal Triangle
building program. He was also one of those chiefly resp: ..sible for the
erection of the magnificent Supreme Court Building, which in the opin-
ion of many is unsurpassed for classic beauty and dignity by any other
edifice in Washington.
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It so happened that .Judge Elliott acted as Comptroller General for mucl
of his term in the General Accounting Office. Upon the statutory retire-
ment of Cornptroiler General McCari after fifteen years of official ser-
vice, N0 successor was appointed for approximately three years; and in
the interim Judge Elliott, as Acting Comptroller General. passed judg-
ment on expenditures contemplated and made, in amounts running far
into the millions. as well as many other important and frequently con-
troversial matters.

Secessity again required him to take over the helm of the General
Accounting Office when the tenure of office of Comptroller General Freac
H. Brown. appointed in April, 1939. to succeed Mr, McCarl, wes short-
ened by illn~ss in December. 1939, and his resultant resignation. and he
continued a~ Acting Comptroller General until the accession to office of
the Honorable Lindsay C. Warren. appointed Comptroller General effec-
tive November 1, 1940.

An exceedingly human individual. the place of Assistant Comptroller
General Elliott in hearts of the General Accounting Office people has
ever been secure. The warm friendliness which endeared him to the
"folks back home in Indiana’* met with ready response from officials
and employees alike. Devotees of the rod and reel found in him akin-
dred spirit and followed with interest his periodic excursions to nearby
or distant sections of some fisherman's paradise. Judge Elliott's love of
poetry;.particularly that of Burns. is well known; moreover, he fre-
quently expresses his own thoughts in bits of verse, more often than not
in praise of his favorite sport or of some particular spot by the water-
side which holds for him delightful memories.

The term of office of the Assistant Comptroller General —] 5 years—
was curtailed in Judge Elliott's case by reason of the intervention of the
statutory retirement age. and his service in the General Accounting
Office terminated Ap..l 30. 1943. He continues to reside in Washington,
the scene of his life and work for many- useful years.

In the selection of Mr. Frank L. Yates as successor to Assistant Comp-
troiler General Elliott. the General Accounting (Ytice is excecdingty for-
tunate. Mr. Yates. a native of West Virginia, served in the office of the
Auditor forthe War Department, Treasury Department. and subse-
quently in the General Accounting Office asan attorney. as a special
assistant to the Comptroller General..and most recently as attorney-con-
feree in the immediate office of the Comptroller General. HiS wide
knowledge and experience in matters coming before the General
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Accounting Office should be of incalculablevalue in the years that lie

ahead. He is personally known to many employees of longer service who
unite in gratificarion at his appointment.
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Widespread dissatisfaction with the confusion prevalent in the nation's
fiscal affairsand continued agitation for more businesslike management
contributed in large measure t o the enactment of the Budget and
Accounting Act of 1921.which. fora time, appeared to afford opportu-
nity for some improvement. even though opinions and judgment differed
as to the manner in which it should be brought about. Machinery of the
Government was already comples. due to the eontinued existence of
numerous commissions. boards. councils. and the like. created during
World War |. and maintaining iimited activity after its close. Some of
these organizations were consolidated. wholly or in part. with estab-
lished departments while others, their usefulness at an end. were abol-
ished within the decade following.

A few years later industrial depression with its attendant economic and
social problems spread through many sections of the country. arousing
popular sentiment for immediare curtailment of Government expendi-
tures, particularly costs of operation. As a remedial measure. the 72nd
Congress enacted legislation which has become generally known as the
"Economy Act of 1932"'(47 Stat. 382) as a part of ""an act making
appropriations for the Legislative Branch of the Government for the fis-
cal year 1933 and for other purposes.’ Under provisions of this act.
which was approved .June 30,1932.the compensation of Government
employees in general was reduced by 8-1/3 percent. the savings SO
obtained to be impounded in the Treesury-Thereduction in pay. though
at anincreased rate of 15 percent, was continued duringthe fiscal year
1934 by the act of March 3. 1933 (47 Stat. 1515, section 4(d)). To effect
further savings existing vacancies were left unfilled and salaries thereof
also impounded. Other measures adopted in the interest of economy
included the withdrawal of annual leave privileges of employees and the
substitution therefore of furlough— leave without pay. In addition, pur-
suant to section 204 of the Economy Act. certificates retaining employ-
ees in the service beyond the statutory retirement age, were terminated.
and such extensions could be effected enly by action of the President.

Another provision which caused much discussion and general unrest
among those employees directly concerned was found in section 213 of
the Economy Act—to the effect that in any reduction of personnel, mar-
ried persons (living with husband or wife : employed in the class to be
reduced, should be dismissed before any other persons employed in such
class were dismissed. That ways and means of effecting retrenchment
held a prominent place in the congressional mind was again evidenced
the following year when in the Independent Offices Appropriations Act
for 1934, approved June 16.1933(48 Stat. 305). it was provided that
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any employee within the purview- of the Civil Service Retirement Act of
May 29. 1930. having a period of service aggregating 30 or more years,
if involuntarily separated from the service for reasons other than his
own misconduct. would be entitled to an annuity computed as provided
in section 4 of said act. less a sum equal to 3-1/2 percent of such annu-
ity. full annuity to be paid if and when the annuitant reached the statu-
tory age for retirement.

Although no general reduction in the working force of the General
Accounting Office took place at that particular time, numerous separa-
tions occurring in various parts of the organization brought about a net
drop in the number of personnel from 1,988 as of .June 30, 1931.t0
1.950 as of the corresponding date in 1932, and to 1,943a year later.

The early act establishing the office of Treasurer of the United States
delegated to that official the duty of making disbursements of public
moneys "*upon warrants drawn by the Secretary of the Treasury, coun-
tersigned by the Comptroller and recorded by the Register, and not
otherwise™ (1 Stat. L. 85, 66). However, under the prior act of .July 31,
1789 (1 Stat. L. 29) collectors of customs had already been authorized to
make disbursements from their collections, and it was scon evident that
other payments would have to be provided for in order that public busi-
ness might not be delayed. Provision was made in the act of February
20, 1792 (1 Stat. L. 232) foremployment of deputies (postmasters) in
the Post Office Department, whose accountswere to be adjusted and
settled in the same manner as other public accounts. The act of May 8,
1792 (1 Stat. L. 279,280) which established an "accountant to the
department of War"* provided for a paymaster of tne Army *'toreside
near the headquarters of the troops of the United States."* Although
other persons designated by department heads continued to disburse
funds on their order, there was no general statute regulating such dis-
bursements until 1823when, by the act of January 31 (3 Stat. L. 723)
Congress specifically forbade advancesof public moneys, except under
the special direction of the Resident of the United States. Several other
attempts were made to regulate the disbursingsystem, which, despite
certain recognized defects, continued without substantial change for
more than 140 years.

As previously stated, disbursing officers were agents of the departments
or establishmentsto which they were attached, and acted under orders
from the heads of such organizations though at the same time responsi-
ble to the accounting officers of the Government (in the Treasury
Department until 1921and sincethat time in the General Accounting
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Office) for the custody and proper disposition of the funds they
received. In his annual report to Congress for 1926the Comptroller Gen-
eral suggested the advisability of removing disbursing officers from the
control of the spending agencies and advocated a comprehensive study
of the existing system with the view of effecting needed changes and
economies. These recommendations were repeated in successiveannual
reports until 1932 when Senator King of "Jtah introduced a bill *'to
secure greater economy and efficiency in the disbursement of public
money and for other purposes.*™ The bill did not receive the support of
the Treasury Department and died with the Congress. However, on June
10, 1933, President Roosevelt transferred and consolidated in the Trea-
sury Department the disbursing activities of the civilian executive agen-
cies by Executive Order No. 6166, section 4 of which reads as follows:

""The function of disbursement of moneysof the United States exercised by any
agency is transferred to the Treasury Department and. together with the Office of
Disbursing Clerk of that Department. is consolidated in a Division of Disbursement,
at the head of which shall be a Chief Disbursing Officer.

"*TheDivision of Disbursement of the Treasury Department is authorized to estab-
lish local offices, or to delegate the exerciseof its functions locally to officers or
employees of other agencies. according asthe interests of efficiency and economy
may require.

"*The Division of Disbursement shall disburse moneys only upon the certification of
persons by law duly authorized to incur obligations upon behalf of the United
States. The function of accountability for improper certification shall be transferred
to such persons, and no disbursing officer shall be held accountable therefore."

Disbursements in the General Accounting Office theretofore were han-
dled by Mr. Carl Collier with necessary clerical assistance. Mr. Collier
served in such capacity from the creation af the General Accounting
Office and was its only disbursing officer. With the consolidationabove
mentioned he was transferred to the office of the Chief Disbursing
Officer, Treasury Department, where he remained until his retirement in
1939.

10790 Congress. 2nd Session, . 5021.
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Following in the wake of the economic depression of the early 19307
came unemployment. first manifested in industrial centers and later

spreading to practically every calling and occupation. To an unprece-
dented degree the multitudes of unemployed persons throughout the
nation became a leading object of concern. a problem whose soiution

baffled resources and powers of both business and Government.

In Public Resolution So. 11. better known zs the Emergency Relief
Appropriation Act of 1935, the 74th Congress made available funds
aggregating over $4.880.000.000). to be used in the discretion and under
the direction of the President. to provide relicf, work relief and to
increase employment by creation of useful work projects. Of this huge
amount the greater part was allocated for work projects. with lesser
allocations for other uses includingthe fund provided for the Federal
Emergency Relief Administration through whose organization grants
were made to the States for relief purposes pending development of the
works program. Other allocations were made to various agencies for
administrative expenses in connection with said program. for rural
reiief and the purchase of certain lands, also for loans made by the Farm
Credit Administration. In connectionwith allocations made to other
departments and agencies, the General Accounting Office received funds
in an amount sufficient to employ labor, purchase supplies, equipment.
etc.. for performance of the greatly increased activities developing in
connection with the works program.*

With all possible expedition the working force of the General Account-
ing Office was increased to meet conditions arising as the new work-
relief program took shape. Large numbers of appointments were made
forthe service during the period of emergency. rolls of the office show-
ing an increase in numbers from 2,758 to 4.401 in the years 1935-1936
alone. Many of the persons so hastily appointed, without regard to civil
service requirements. were wholly lacking in training and experience.
with backgrounds ill adapting them for performance of the technical
work of grave importance required in the General Accounting Office.

At the same time the congestionof accumulating work and workers
filled the Pension Building to overflowing and emphasized afresh the old
problem of inadequate space for changing office conditions and ever
espanding needs. A partial solution of the matter was arranged by

UEgr details of the various allocatior:.: and explanation of thear use see First Deficiency Appropna-
tton Bill for 1936. Hearing before the Subcommittee of House Comnuttee ON Approprations i charge
of Deficiency Appropriations ¢ Pan II. pages 2. 10. 296 and 2983) (Legislative File).
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removing the rapidly growing Audit Division, then under the supervi-
sion of Mr. E. W_Bell as Chief of Division, to the Moses Buildingat Elev-
enth and F Streets, NW, which took place during the summer of 1935.

Effects of the great increase in work were apparent in every part of the
office but particularly in the Audit Division. where the receipt of
accounts prepared and submitted by recently organized or expanded
agencies manned by inexperienced personnel presented difficultiesand
inaccuracies theretofore not encountered. Such conditions, due in large
measure to the vast expendituresresulting froin emergency legislation
caused by the business depression. demanded exhaustive study with
mutual cooperation, in order to ensure prompt settlement. as well as
adequate protection forthe interests of the Government.

The audit of adjusted service certificates issued to veterans under the
World War Adjusted Compensation Act of May 19. 1924(43 Stat. 121).
and declared immediately payable under the Adjusted Cornpensation
Payment Act, 1936, approved January 27. 1936 (49 Stat. 1099)began in
August 1936, and was weli on the way to completion by the close of the
fiscal year 1937.

Expansion in every phase of federal activity was of necessity reflected
in Government claimswork. With the establishment of many new gov-
ernmental agencies, innumerable new contracts were required for pur-
chase of supplies and equipment, as well as for construction work of all
sortsto meet the needs of the vast relief organizations. In brief, such a
personnel expansion asthat previously referred to was equally neces-
sary to provide for the increase in the claims work of the General
Accounting Office.

During this same period another new divisionwas added to the General
Accounting Office organization. Thiswes the Accounting and Bookkeep-
ing Division. created September 1, 1935.under General Regulations No.
82, dated August 20, 1935, by consolidation of the Bookkeeping Division
arid certain parts of the Audit Division, namely, the AccountingSection.
which had to do with the settlement of the accounts of accountable
officers and the adjustment of appropriations and funds; those parts of
the Audit Review Section wherein were considered replies to postaudit
exceptions received after completion of initial audit exceptions; the Dif-
ference Sheet Section and the Supplemental Settlement Unit. The
Accounting and Bookkeeping Division also keeps cor.trol accountsof
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appropriationsand limitationsthereof; keeps accounts of advances. dis-
bursements and collections of accountableofficers; reviews and counter-
signs (or disapproves) for the Comptroller General certain classes of
warrants; prepares transfer settlements to settle interdepartmental
claims and adjust erroneousdeposits: and settles the accounts of
accountable officers.

The functions of the Accounting and Bookkeeping Division have been
enumerated in detail as above £nr the reason, apparent to some observ-
ers, that many employees and friends of the General Accounting Office
have but a vague understanding of the importance of the work of the
division as compared with that performed in the longer established
organization units, with which they are perhaps better acquainted. Since
its creation the affairs of the Accountingand Bookkeeping Division have
been administered by Mr. J. Darlington Denit, with a large corps of
assistants.

Pursuant to the requirementsof section 309 of the Budget and Account-
ing Act some steps were taken looking toward the establishmentof a
uniform system of administrative accounting, though the variety of
operations and methods in use rendered such uniformity a difficult task.
However, & a result of investigation and study of the accounting needs
of various offices and establishments. administrative accountingsys-

t e m were established in several bureaus. Thus wes formed a nucleus to
which the departments and establishments might make additionsand
adaptations best suited to their particular needs. To the Accounting and
Bookkeeping Division was delegated the duty of coordinatingthe
departmental systems and maintaining the control accounts.

On June 30,1936, there terminated the incumbency of the first Comp-
troller General of the United States, Mr. J. R. McCarl, who remained in
Washington, engaged in private law practice. He died very suddenly
August 2, 1940.

As stated earlier in this chronicle. at the expiration of the term of Mr.
McCarl administration of the General Accounting Office was taken over
by Assistant Comptroller General RichardN. Elliott as Acting Comptrol-
ler General of the United States. No changesof note took place, although
the findings of the President's Committee on Administrative Manage-
ment (popularly known as the Brownlow Committee) as set forth in the
report of the committee, submitted January 8,1937 gave nieeto rather
general discussion of possible—or probable — reorganizationof depart-
ments and agencies of the executive branch of the Government.
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On March 30, 1939, President Roosevelt nominated to fill the vacant
office of Comptroller General of the United States the Honorable Fred H.
Brown. former Senator from New Hampshire. which nomination was
confirmed April 3,1939.

Comptroller General Brown, who took office April 11.1939. was born at
Ossippee, New Hampshire, April 12,1879. He became an attorney at law
and practiced in Somersworth, New Hampshire. where he served as
mayor from 1914 to 1922, at the same time holding the office of United
States Attorney for the District of New Hampshire. From 1923to 1925
he served as Governor ofthe State and subsequently as a member of the
New Hampshire Public Service Commission until his election to the
United States Senate in 1932. Mr. Brown's illness during the winter of
1939-1940compelled him to relinquish his duties as Comptroller General
in the early summer of the latter year. He returned to his home in New
Hampshire and upon restoration to health served for a brief period as a
member of the United States Tariff Commission. eventually resuming
the practice of law.

August 1,1940,the President named as successor to Comptroller Gen-
eral Brown the Honorable Lindsay C. Warren. member of Congress from
North Carolina. whose First Congressional District he had represented
for 16years, the nomination being confirmed the sameday.
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Amid mounting evidence of costly breakdowns in thefederal
government'sinternal control and financial management
systems, cao has targetedfor special scrutiny 14 heavily-funded

areas that are especially vulnerable O waste, fraud, and abuse.
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Farm Loans

A c40 audit of the Farmers Home Administration reveals that
multibillion dollar delinguencies and losses continue to grow in
mraa lending program despite animproving agricultural
economy. Pages 3and 11.

Food Assistance

A 1986 Department of Agriculture evaluation of a $1.9 billion
nutrition programfor needy women, infants, and children was
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Reports and Testimony: January 1990

Agriculture and Food

Food Assistance:
The National wic Evaluation: Reporting and Follow-Up Issues

GAO/RCED-90-3, Dec. 14.

At an annual cost of about $1.93billion, the Special Supplemental Food
Program for Women, Infants, and Children (wic) provides nutritional
supplementsand education to needy pregnant women, breast feeding
mothers, and childrenup to age 5 . In 1986the U.S. Department of Agri-
culture published a study entitled The National wic Evaluation, which
discussed the effects of the program on participants’ nutrition and
health. Almost immediately questions surfaced about how the study was
reviewed and reported. uspa said it deleted the original chapter and
executive summariesand replaced them with a compendium of results
because the data did not justify the research team’s favorable conclu-
sionsabout the wic program. However, cao found that usbA’scompen-
dium of results (1)contained errors and misleading statements about
some of the data and (2) deleted the study team’s overall conclusions
about wic's impact on participants. In contrast, the original executive
summary used appropriate methodology, was accurately presented, and
reported the study’smain conclusions: that wic improves the diet of
pregnant women and children, adds to maternal weight gain, increases
the use of prenatal care, and reduces preterm deliveries. In 1984, argu-
ing that the response rate would be too low, uspa withdrew a proposal
to assess wic's impact on the physical and mental development of chil-
dren born to mothers who had participated in the National wic Evalua-
tion. Sincethe response rate probably would have been higher than uspa
reported, Gao believes uspa acted prematurely in canceling this follow-
up study. uspa is now deciding whether to pursue a study of wic'’s
impact on a different group of children. Gao summarizedthis report in
testimony before Congress; see:

GAO's Review of uspa’s National wic Evaluation Report and Follow-up
Issues, by Keith O.N t z, Director of Planning and Reporting, before the
House Select Committee on Hunger, the Senate Committee on Agricul-
ture, Nutrition, and Forestry, and the Subcommittee on Nutrition and
Investigations, Senate Committee on Agriculture, Nutrition, and For-
estry. GAO/T-RCED-90-21, Jan. 24.
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Federal Agricultural Mortgage Corporation:
Gao Actions to Meet Requirements in the Agricultural Credit Act of
1987

GAO/RCED-90-90, Jan. b.

The Agricultural Credit Act of 1987 requires gao to complete certain
studies by January 6,1990, on a new secondary market for agricultural
real estate and rural housing loans created by the Act. However,
because the new market—to be administered by the Federal Agricul-
tural Mortgage Corporation (known as Farmer Mac)—was not yet fully
operational, Gao was unable to complete the required studies and other
periodic reviews. Farmer Mac officials said the secondary market should
be fully operational in early 1990. This report provides information on
(1) Farmer Mac’s developmentand current status, (2) Gao’s past work
on agricultural real estate secondary market issues and Farmer Mac, (3)
the studies and reviews of Farmer Mac that the Act required Gao to do,
and (4) cao’s planned work relating to the statutory requirements.

Testimony

Issues Surroundingthe Role and Mission of the Farmers Home Adminis-
tration’s Farm Loan Programs, by John W. Harman, Director of Food
and Agriculture Issues, before the Subcommittee on Conservation,
Credit, and Rural Development, House Committee on Agriculture.
GAO/T-RCED-90-22, Jan. 25.

Despite a general improvementin the overall agricultural economy,
FmHA’s financial condition continuesto deteriorate as the agency tries to
achieve its difficult statutory objective of keeping farmers in business
for extended periods regardless of their financial condition. As long as
FmHA has to balance its role as both an assistance provider and a loan-
making institution for distressed farmers, the likely outcome will be fur-
ther multibilliondollar financial losses. FmHA is also still plagued by
weaknesses in its internal accounting controls, although progress is
being made in improving the financial managementof its operations. See
Ga0’s audit of FmHA’s financial statements for fiscal year 1988on

page 11.
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Budget Issues:
Earmarking in the Federal Government

GAO/AFMD-90-8FS, Jan. 19.

Federal revenues are earmarked when authorizing legislation designates
them for particular uses. GAO”s study of this practice showed that the
percentage of budget revenues that were earmarked grew from fiscal
years 1974through 1988. Almost half of that growth came from
increases in earmarked Social Security payroll tax revenues. Gao also
found that earmarking practices vary. While earmarking provides a rel-
atively predictable financing procedure that can help achieve budget
policy or programmaticgoals, it also lessens congressional flexibility to
adjust program funding levels and priorities.

Deficit Reductions for Fiscal Year 1990
Compliance With the Omnibus Budget Reconciliation Act of 1989

GAO/AFMD-9049, Jan. 26.

The Omnibus Budget Reconciliation Act of 1989 rescinded the Presi-
dent’ssequester order in October 1989 and required himto issue a new
final order complying with the Act. Under the Act, the Office of Man-
agement and Budget must issue a revised sequester report. GAO is
required to submit a report to Congress and the President on whether
the President’sorders and oMB’s report have complied with the Act. In
GAO”sopinion, oMB’s revised final sequester report and the President’s
order complied with the Act’s requirements. GAO reiterates, however,
that compliance does not necessarily result in meaningful deficit reduc-
tion. cao continuesto believe that a fundamentally different approach
to reducing the deficit is needed.

Testimony

Fiscal Year 1991 Budget Estimates for the General Accounting Office, by
Charles A. Bowsher, Comptroller General of the United States, before
the Subcommittee on Legislative, House Committee on Appropriations.
GAO/T-0CG-90-1, Jan. 31.

The quickly changing global political landscape is affecting many

issues —trade, defense,and international competitiveness among them.
World events are also challenging cao in the work it does for Congress.
At the same time, congressionaldemand for cao work has increased dra-
matically. In discussing Gao’s fiscal year 1991 budget request, which
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Civil Rights

encompassessalaries, training, equipment, travel, building renovation,
and other expenses, the Comptroller General pledged his support for
GAO’s continuing effortsto address the tough issues facing Congress and
the Nation; cao remains committed to providing quality products in a
timely fashion. The Comptroller General believes Gaos record of accom-
plishment speaks to the return on investment, both monetary and non-
monetary, that it is capable of delivering. Yet such areturn requires
continued investment. GAO’s most important asset is its people, and that,
in the Comptroller General’sview, is where continued investment is
paramount.

Persons With Disabilities:
Reports on Costs of Accommodations

GAO/HRD-90-44BR, Jan. 4,

The proposed Americans With Disabilities Act of 1989 (S. 933 and H.R.
2273) would prohibit discrimination based on disability against any
qualified person in employment and in programs and activities run by
state governments. The Act would also prohibit discrimination based on
disability in public accommodations and services, public transportation,
and telecommunicationsrelay service. Examining the Act’spotential
costs, particularly to the private sector, cao reviewed 12 published
reports on the costs of removing or avoiding architectural, transporta-
tion, employment,and communication barriers to persons with disabili-
ties. However, Gao found these reports only marginally useful in
evaluating the costs of implementing the Act. In addition to being out-
dated, the reports applied only to the cost of avoiding or removing
selected barriers to accessibility by persons with disabilities in selected
situations. In some cases, the studies used questionable or unexplained
methodologies.

Equal Employment Opportunity:
Representation of Minorities and White Women at Fort Lee Army
Post, Virginia

GAO/GGD-80-27, Jan. 17
GAO reviewed the equal employmentopportunity program for civilians
assignedto the U.S. Army Post at Fort Lee, Virginia, and found that

blacks, overall, were underrepresented in the work force there, but that
other minorities and women were not. Essentially, all pay grades 13
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through 16 are in the professional and administrative occupational cate-
gories at Fort Lee. gao found that black men, black women, and white
women were underrepresented in both categories. Fort Lee has taken
several actions since 1987to reduce underrepresentation. For example,
it has started an eeo affirmative action employment plan for fiscal years
1988to 1992to eliminate underrepresentation, particularly at grades 13
through 15. Between December 1986and June 1989, the representation
of black men, black women, and white women in grades 13through 15
professional and administrative occupations generally improved. Fort
Lee has also started issuing written policies and proceduresto govern
the ggo program and has started clarifyingthe EEo performance stan-
dards that apply to managers and supervisors. Gao endorses completion
of these actions and believes Fort Lee should also look at ways to reduce
the time taken to resolve formal discrimination complaints.

Early Chilldhood Education:
Whet Are the Costs of High-Qual ity Programs?

GAO/HRD-90-43BR, Jan. 24.

To assist Congress in its consideration of legislation that would fund
educationprograms for childrentoo young for kindergarten (mainly 4-
year-olds), gao looked at the costs of high-quality early childhood edu-
cation programs. In this briefing report, Gao (1) estimates the average
annual cost per child, (2) compares the average annual salaries of early
childhood educationteachers with those of public elementary school
teachers, and (3) determinesthe extent to which the costs of a typical
early childhood education center change when factors like the teacher/
student ratio change.

Job Training Partnership Act:
Information on Set-Aside Funding for Assistance to Older Workers

GAO/HRD-90-59FS, Jan. 22.

Under TitleIIA of the Job Training Partnership Act, funding has been
set aside to help train and employ older workers. Seventy-eight percent
of this annual funding to states is devoted to job training eligible people,
includingolder workers, at the local level. In addition, 3 percent of the
state allocation is set aside specifically to help economically disadvan-
taged older workers. This fact sheet provides informationon the extent
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to which states have been able to spend their 3 percent set-aside funds.
Information s also provided on the expenditure rate of other Job Train-
ing Partnership Act programs, for comparison, and the extent to which
the Act is serving older workers.

Job Training Partnership Act:
Youth Participant Characteristics, Services, and Outcomes

GAO/HRD-90-46BR, Jan. 24.

The Job Training Partnership Act offers training to economically disad-
vantaged youth, many of whom lack basic work skills and remain unem-
ployed despite economic expansion and a shortage of qualified workers.
This briefing report provides information on the characteristics of youth
(age 14to 21) enrolled under Title 1A of the Act, the servicesthey
received, and the outcomesthey attained.

Nuclear Waste:
Storage Issues at DOE”s Waste Isolation Pilot Plant i New Mexico

GAO/RCED-90-1, Dec. 8.

At a cost of $700 million, the Department of Energy has built a mined
geologic depository —the Waste Isolation Pilot Plant—near Carlsbad,
New Mexico, to dispose of nuclear waste produced and stored at its
defensefacilitiesin 10 states. DOE is seeking legislationthat would with-
draw the land from public use and allow waste storage to begin. The
discovery of saltwater seepage, however, has raised serious questions
about the site’ssuitability as a nuclear waste depository. By storing
waste in the plant years before determining compliance with disposal
standards that are as yet uncertain, boe might either have to abandon
the plant if it does not comply with the new standards or to remove
and/or rehandle wastes in order to comply with the standards. cao rec-
ommends that DOE give Congress (1) technicaljustification for storing
waste in the plant before determining if the facility can be used as a
repository, (2) contingency plans for disposing of wastes stored in the
plant in case DOE finds that the facility does not comply with disposal
standards, and (3) options for continued waste storage at other Doe
facilitieswhile poE is finishing its assessment of the plant’s compliance
with the standards.
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Uranium Enrichment:
U.S. Imports of Soviet Enriched Uranium

GAO/RCED-90-70BR, Dec. 8.

This briefing report looks at the following issues: How much Soviet ura-
nium ore and enriched uranium are imported into the United States and
what is the extent to which utilities “flag swap” to disguise these
purchases? What are the U.S.S.R.’s enriched uranium trading practices?
Towhat extent are utilities required to return used fuel to the Soviet
Union as part of the enriched uranium sales agreement? Why have U.S.
utilities ended their contracts to buy enrichmentservices from poge?

Naval Petroleum Reserve No.1:
Work Sl Needed to Improve Accuracy of Reserve Estimates

GAO/RCED-90-16, Dec. 13.

For several years, the administration has proposed selling the govern-
ment’s ownership interest in the Naval Petroleum Reserves, arguing that
it would help reduce the federal budget deficit. The administration’slat-
est proposal calls for the sale of reserves in fiscal year 1990. DOE esti-
mates that if the reserves are sold in 1990, proceeds would amount to
about $3.4billion. The Naval Petroleum Reserve at Bk Hills, California,
isthe largest of the reserves and isjointly owned with Chevron, U.S.A.,
Inc. gao reviewed and analyzed the new reserve data in DOE’s July 1988
reserve study and found that Doe's reserve estimates for Elk Hills are
still neither accurate nor up-to-date. While the 6-month contract time
frame allowed the contractor to organize a large amount of existing Elk
Hills data into a single reserve report, the contractor did not have
enough time to prepare new technical analyses needed to address uncer-
tainties in the data. DOE recognizes that more work is needed and told
Gao that work now underway Will address most of the uncertainties. boe
is also consideringtwo other factors —deep well testing and enhanced
oil recovery methods —that could substantially increase the estimated
proved reserves at Elk Hills. However, until DoE completes these studies,
it will be impossible to accurately assessthe reserve estimates and, ulti-
mately, the value of the Elk Hills reserve.
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AIr Pollution:
Improved Atmospheric Model Should Help Focus Acid Rain Debate

GAO/RCED-90-14, Nov. 3.

Acid rain continuesto be one of the most hotly debated environmental
issues facing the Nation. Much of the disagreement centers on the level
of controlsto be imposed on emissions of sulfur dioxide and nitrogen
oxides. In 1980 Congress authorized an interagency research effort —
the National Acid Precipitation Assessment Program —to help provide
better information on the causes and effects of acid rain. An important
element of this research effort is the Regional Acid Deposition Model,
which is designed to (1) simulatethe process in which acid rain is cre-
ated and (2) estimate changes in the amount of acid rain due to emission
coritrols. Thisreport discussesthe Program’sprogress in researching the
effects of acid rain on man-made and natural resources. The report also
closely examines the Program’sprogress in developing, applying, and
evaluating the Regional Acid Deposition Model.

Superfund
A More Vigorous and Better Managed Enforcement Program Is
Needed

GAO/RCED-90-22, Dec. 14.

Although the federal government has an important financial stake in the
successof Superfund enforcement, cao found that erA’s enforcement
efforts have been hampered by (1)delayed and incomplete attempts to
find responsible parties, (2) insufficientuse of section 106 orders to
compel recalcitrant parties to begin cleanup operations, (3) growing
backlogs of cases where a recovery of federal cleanup costs should be
sought, and (®narrow interpretations of what federal costs are recov-
erable. A June 1989 comprehensive managementreview of Superfund
recognized many of the problems discussed in this report and proposed
corrective action. However, ErA has not yet acted in two areas that cao
believes are critical to improving enforcement: establishinglong-term,
measurable goals and determining the resources required to reach these
goals.

Page9



Reports and Testimony:January 1990

Financial Institutions

Testimony

Thrift Crisis: Strategic Plan for Resolution Trust Corporation and Man-

agement of FsLIC Deals, by Richard L. Fogel, Assistant Comptroller Gen-

eral for General Government Programs, before the House Committee on
Banking, Finance and Urban Affairs. GAo/T-GGD-90-14, Jan. 25.

This testimony focuses on the Resolution Trust Corporation’sstrategic
plan for resolution of thrifts for which a conservator or receiver had
beenappointed between January 1,1989,and August 8,1992.GA0
believes the strategic plan presents the rtc Oversight Board’s policies in
areasonably comprehensive and understandable manner and that, with
the issuance of implementing procedures and certain additions, it can
serve as a roadmap for RTC operations. However, the plan needs to dis-
cuss more fully several key policy and procedure issues. Gao's prelimi-
nary work on rsLiC’s efforts to resolve insolvent institution cases has
borne out cao’s earlier concerns about the extreme difficulty of manag-
ing transaction agreements. And, Gao’sgeneral impression is that FDIC,
which was given responsibility for managing the assistance agreements,
has not given its new responsibility enough priority. Gao found several
problems relating to assistance agreement management that need to be
corrected.

—
Financial Management

GovernmentFinancial Vulnerability:
Fourteen Areas Needing Special Review

GAO/0CG-90-1, Jan. 23.

The magnitude of the problems at the Department of Housing and Urban
Development has fueled speculationabout whether similar problems
exist at other federal departments and agencies. It is Gao's belief that
unless something is done to stop the breakdowns plaguing the govern-
ment’sinternal control and financial management systems, major losses
of federal funds due to fraud and abuse will continue. Yet no mechanism
now exists to ensure that agencies take corrective action. Gao is begin-
ning a special audit effort to identify areas likely to result in material
losses and to ensure that corrective action is taken to stem or minimize
the losses. GAOhascompiled an initial list of 14areas it intends to target.
These areas include the following:the Resolution Trust Corporation, IRS
receivables, management of seized and forfeited assets, questionable
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Medicare claims, erisa/Pension Benefit Guaranty Corporation, guaran-
teed student loans, State Department real property management over-
seas, DOD inventory management systems, bob major systems
acquisition,Nasa contract management, Farmers Home Administration
loan programs, Superfund enforcement and contractor oversight, Urban
Mass Transportation Administrationgrants, and Department of Energy
contractor oversight.

Financial Audit:
Farmers Home Administration’s Financial Statements for 1988 and
1987

GAQ/AFMD-90-37, Jan, 25.

While the U.S. agricultural economy has shown signs of improvement
over the last two years, the Farmers Home Administration’s losses con-
tinue to mount. FmHA lost $13.8 billion in fiscal year 1988,and its accu-
mulated deficit is now $42.6 billion. Delinquent farm loan balances were
$12.5billion--almost half of the farm loan portfolio. After examining
FmHA’s financial statements for fiscal year 1988,ca0 was unable to sat-
isfy itself that FmHA’s acquired property accounts were presented fairly.
Gao found the following material internal control weaknesses relating to
acquired property: (1)FmHA’s loan classification system used to estimate
losses on individual farm loans is unreliable, (2) FmHA's tracking system
for acquired property contained inaccurate and incomplete information,
(3) FmHA has not finished changesto its tracking system that would
allow it to record acquired property at fair market value or to record the
associated gain or loss at the time of acquisition, and (4) FmHaA has not
come up with a way to determine property holding and disposition costs
- for estimating loan losses and for computing the acquired property bal-
ance. See Ga0’s testimony on the role and mission of Fmta’s farm loan
programs on page 3.

Financial Audit:
Pennsylvania Avenue Development Corporation’s 1988 Financial
Statements

GAO/AFMD-90-22, Jan. 11.
Ingao’s opinion, the Pennsylvania Avenue Development Corporation’s
financial statements for fiscal year 1988present fairly, in all material

respects, its financial position and the results of its operations and cash
flows for the year then ended, in conformity with generally accepted
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accounting principles. Because the 1987 financial statements, which are
presented for comparative purposes, have not been audited, cao did not
express an opinionon them.

Lease Refiincing:
Observationson sa’s Proposed Master Leasing and Army’s Lease
Programs

GAO/AFMD-90-7, Nov. 24.

Inthis report on the Master Installment Purchasing System (MIPS) pro-
gram proposed by the General Services Administrationand the lease
refinancing program that the Army now has underway, Ao looked at
whether separating lease financing from equipment procurement could
significantlyreduce costs to the government. The report discusses (1)
current federal government equipment lease requirements, procedures,
and practices; (2) Gsa’s proposed miPs program to reduce future equip-
ment lease costs; and (3) the Army’s ongoing lease refinancing program
to reduce current equipment lease costs.

ForeignMilitary Sales:
Defense Efforts Are Improving Program Accounting

GAO/AFMD-90-18, Jan. 17

The Department of Defense has made several proposals to correct long-
standing accounting problems in foreign military sales (¥MS). These pro-
posals included the creation of a new central FMs accounting and billing
system and the establishmentof a second Fus trust fund. cao found that
pob’s changes to the central FMs accounting system should ensure that
central mas records are accurate and that discrepanciesbetween dis-
bursement and billing records are promptly identified and corrected. pop
has also made progress in reconciling the differencesbetween disburse-
ment and billing records. These efforts have reduced the net differences
from $229 million in December 1987to $67 million as of August 1989.
aao believes pop’s decision in June 1989to postpone the implementation
of the second trust fund was appropriate because this measure would
not have segregated activity associated with newly initiated FMs cases
from cumulative balances associated with cases in the existing trust
fund. In November 1989,the Air Force submitted its plan for establish-
ing a second trust fund independent of the existingtrust fund. The Air
Force Audit Agency is now evaluating bob’s enhancementsto the Fms
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accounting system, and the Air Force will need to correct any system
weaknesses identified by this testing.

1990 Census:
Change in Minicomputer Acquisition Strategy

GAO/GGD-90-10, Dec. 6.

In response to concernsraised during the 1988 Censusdress rehearsal,
the Bureau of the Census decided to use a higher capacity minicomputer
in its district offices than it had originally planned. The Bureau, in order
to avoid cost increases in acquiring and maintaining the equipment,
elected to lease most rather than buy all of the minicomputers. This
action has not delayed the delivery of the minicomputers, and no soft-
ware modificationswere required. gao calculated that the Bureau will
spend about $165,000more for the later model computers. While cao
found it difficult to accurately estimate the future market value of this
type of used equipment,cao believes the minicomputers would have a
residual value to other federal, state, or local government agencies or on
the open market.

Federal Real Property:
Conflicting Appraisals of Land Near Columbia Hospital for Women

GAO/GGD-90-15, Dec. 11.

Congress is considering legislationthat would direct the General Ser-
vices Administrationto sell government-owned property in the District
of Columbiato the Columbia Hospital for Women. Under this arrange-
ment, the Hospital would pay $7 million initially and another $3 million
in 15years. GAO examined the differences between two appraisals of the
property. The first appraisal, done by cao's contractor, was for $20 mil-
lion. The second appraisal, which was obtained by the Hospital, was for
$9 million. cao found that the main difference between the two apprais-
als was that the first was prepared in accordance with federal appraisal
standards. The first appraisal based the fair market value on the highest
and best use of the land, while the second appraisal based the market
value of the land on the development now being proposed by the Hospi-
tal. cao believesthe fair market value of the property should reflect the
highest and best use and the fact that unused developmentrights could
be used at a late date. Consequently,Gao believes that the first appraisal
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represent a reasonable and appropriate estimate of the property’s fair
market value.

Wastepaper Recycling:
Programs of Civil Agencies Waned Duringthe 1980s

GAO/GGD-90-3, Dec. 15.

The federal government spends millions of dollars on paper each year,
uses it once or twice, and then spends millions to get rid of it. The
Resource Recovery Act of 1970 requires federal agenciesto (1) separate
their wastepaper so that it can be sold for recycling and (2) procure
recycled paper. Yet cao found that today most federal civilian agencies
lack the wastepaper recovery programs envisioned by the legislation.
Further, where wastepaper is being sold, the governmentis not getting
what it should for the paper because of poor contract administration.
The inability of agencies to retain the proceeds from the sale of waste-
paper and ageneral perception that wastepaper recycling is not cost
effective are strong deterrents to increased recycling. In addition, due to
delays in issuing paper procurement guidelines, the government has not
been stimulating demand for recyclable wastepaper through its own
buying practices.

Federal Construction:
Use of Construction Management Services

GAO/GGD-90-12, Jan. 18.

The federal government has selectively used the concept of construction
management to some degree for two decades. Under the traditional
sequential approach to construction, a client hires an architect/engineer
to design a building and then hires a general contractor to build it. The
construction management concept rearranges traditional construction
responsibilities by adding a constructionmanager who represents the
owner through the various stages of project designand construction.
GA0’s work at eight agencies showed that six civilian agencies had used
some type of constructionmanagement; the two defense agencies had
not used outside constructionmanagers because they relied on in-house
staff. While the experience at agencies has shown that private sector
constructionmanagement techniques can be adapted to federal projects,
agenciestend to use constructionmanagers in an advisory role because
the government has less flexibility than do private firms. In addition,
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factors like competition and conflict of interest rules discourage federal
entities from using contractor construction management.

Federal Employees:
Commerce Department’s Reclassification of Three Managerial
Positions

GAO/GGD-90-41, Jan. 18.

Ga0 looked into allegations about improper classification of three top
management positions at the Department of Commerce’sOffice of
Finance and Federal Assistance. In 1984 and 1985 the Cormmerce
Department moved the three positions from the Accounting and Budget
group to the administrative and clerical grouping. It was alleged that the
positions had been improperly classified, at least in part, to put unquali-
fied persons in accounting positions. It was further alleged that the mis-
classification relegated the top accounting position at the departmental
level to too low a level relative the importance of the accounting func-
tions. cao asked the Office of Personnel Management’sopinion on the
situation. opm concluded that two positions —the Director of the Office
of Financial Managementand the Chief of the Financial Management
Division—were more appropriately categorized in the Accounting and
Budget Group. While opm preferred that the third position —the Director
of the Office of Financial Management—also be classified in the
Accounting and Budget Group, it accepted Commerce’sclassification
because of the authority agencies have in classifying senior executive
service positions. Commerce, saying it had misinterpreted the classifica-
tion guidelines, reclassified the two positions in the Accounting and
Budget Group in July 1989.G4o0 is concerned that Commerce, when fill-
ing the position of Director of the Office of Financial Management, may
have given an employee unfair promotion advantage, thereby violating
merit principles regarding fair and open competition. Because the Office
of Finance and Federal Assistance provides technical supervisionover
Commerce’sseven accounting systemsthat control over $2 billion annu-
ally, gao believesthe Director of the Office of Financial Management—
now a grade 14 —should be at a higher management level and should be
qualified to do technical supervision. Commerce said it is working on
creating a new chief financial officer position.
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Corporationfor Public Broadcasting:
Congressional Guidance Needed on Administrative Expenses

GAO/HRD-90-5, Jan. 22.

In 1988legislation, Congress limited the Corporation for Public Broad-
casting’s(ceB) administrative expenses for fiscal year 1989to $10.2 mil-
lion, or less than five percent of the appropriation; for 1990and beyond,
administrative expenses could grow by four percent of the previous
year’s allowanceor by the increase in the consumer price index, which-
ever is greater. Discussions on the Senate floor suggest that these
changes were intended to make funds more available for program pro-
duction.Gao found that cps’s 1988administrative expenses fell within
the limits set by the legislation and that the cpB practice of considering
certain expenditures as administrative expenditures in some cases and
as program services expensesin others was not at odds with the law. It
is unclear, however,whether this practice is consistent with the discus-
sion of administrative expenses found in the Senate report accompany-
ing the 1988legislation. If Congress finds cpB’s recording of
administrative expensesto be inappropriate, GAO suggest Congress con-
sider providing cps with further guidance.

Testimony

Critical Issues for Census Adjustment: Completing Post Enumeration
Survey on Time While Protecting Data Quality, by L. Nye Stevens, Direc-
tor of Government Business OperationsIssues, before the Subcommittee
on Census and Population, House Committee on Post Office and Civil
Service. GAO/T-GGD-90-15, Jan. 30.

Inthe 1988dress rehearsal for the 1990 census, the post enumeration
survey confirmed, once again, a disproportionate undercount of blacks,
particularly black men. If an adjustment to the 1990 census counts is to
be made, it will be based largely on the results of the post enumeration
survey. In an attempt to meet its July 1991 deadline for publishing
adjusted counts, the Census Bureau has accelerated its 1990timetable
for post enumeration survey operations. However, despite the acceler-
ated time schedules,cao doubts that the Census Bureau will be able to
meet the 1991deadlineusing the 1990timetable for post enumeration
survey results. For instance, the 1988dress rehearsal post enumeration
survey was finished six months later than planned, and the 1990post
enumeration survey will be much larger and administratively more com-
plicated. Moreover, if the 1990 census is anything like 1980, many dis-
trict offices may again be late in completingbasic census operations,
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running a risk that the census and the post enumeration survey will
overlap in some key field operations. gao is also concerned that schedule
compressionsand the changes made in basic 1990 census procedures to
achieve operational economies could impair data quality.

Drug Testing:
Management Problems and Legal ChallengesFacing por’s Industry
Programs

GAO/RCED-90-31, Nov. 27

Concerned about drug use in the transportation industry, in 1989the
Department of Transportation began requiring over 200,000 employers
to test 4 million private-sector transportation workers in safety-sensi-
tive and security-related positions. In this report, cao (1) determinedthe
status of M ’sprivate-sector drug-testingprograms; (2) evaluated por’s
program implementation; (3) described the present legal challengesto

m ’ sregulations; and (@)analyzed proposed congressional legislation
that would impose drug testing for certain private-sector transportation
industry workers, comparingthe bills’ provisions with m” sdrug-testing
regulations.

Screening Mammography:
Low-Cost Services Do Not Compromise Quality

GAO/HRD-90-32, Jan. 10.

Breast cancer kills over 40,000 Americans every year, mostly women.
The best tool availabletoday for early detection is mammography, an
x-ray that can find cancerstoo small to feel. While the Medicare Cata-
strophic Coverage Act of 1988 made screening mammography for symp-
tom-free women a new Medicare benefit, it limited the charge for
Medicare-funded screening to $50. Gao, in looking at whether this limit
could compromise womens’ ability to obtain quality services, found that
many providers lack adequate quality assurance programs. This may
contribute to the wide range of image quality and patient radiation dose
that occursin mammography practice.-Gao found no relationship
between the price charged for screening mammography and adherence
to quality standards. Providers with higher mammography volume,
however, were more likely to comply with quality standards than were
those with lower volume. There is evidence that high volume permits
economies of scale and does not compromise quality. cao found that the
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absence of legally binding quality standards has limited federal and
state oversight programs. In September 1989,the Department of Health
and Human Services published proposed regulations for Medicare-
funded screening mammography that parallel professionalquality stan-
dards. However, because Congress repealed the Medicare Catastrophic
Coverage Act of 1988, 1us will withdraw its proposed regulations.

Aging Issues:
Related cao Reports and Activities in Fiscal Year 1989

GAO/HRD-90-56, Jan. 12.

This report is a compilation of GAO”sfiscal year 1989work concerning
older Americans. gao looked at awide range of issues—income security,
health care, housing, nutrition, community and legal services, employ-
ment, and age discrimination among them. Appendixes in the report list
the following types of gao efforts: issued reports on policies and pro-
grams directed mainly at older Americans; issued reports on policies and
programs in which the elderly were one of several target groups; testi-
mony; ongoing activities; and other activities by cao officials, like
speaking engagementsand publications. The report also notes that cao
policies prohibit age discrimination and that as of September 30, 1989,
54 percent of GAO~swork force was 40 years of age or older.

Medicare:
Increased Denials of Home Health Claims During 1986 and 1987

GAO/HRD-90-14BR, Jan. 24.

Medicare provides a home health care benefit for beneficiaries who are
confinedto their home, under a physician’s care, and in need of part-
time intermittent skilled nursing care or physical or speech therapy.
Congressional concern over increased denials of Medicare home health
care claims during 1986and 1987 prompted Ao to look into the situa-
tion. This briefing report addresses the reasons for the increased deni-
als, the extent and causes of variation in denial rates among regions of
the country, the number of home health agenciesthat lost their waiver
of liability during this period, and the effects of the increased denialson
the appeals process.
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Housing

Medigap Insurance: Expected 1990 Premiums After Repeal of the Medi-
care Catastrophic Coverage Act, by Janet Shikles, Director of Health

Financing and Policy Issues, before the Senate Special Committee on
Aging. GAO/T-HRD-90-9, Jan. 8.

Congress repealed the Medicare Catastrophic Coverage Act in November
1989. As a result, private insurance —known as Medigap policies —must
now provide benefits that insurers did not expect to provide in 1990.
Gao surveyed 29 commercial Medigap insurers, each with at least $10
million in earned premiums for Medigap policies in 1987. Twenty insur-
ers responded and said they expected to raise their 1990 Medigap insur-
ance premiums by an average of 19.5percent. The companies attributed
about half of this increaseto increased benefits and administrative costs
necessitated by repeal of the Act. The rest of the increase was attributed
to inflation, increased use of medical services,prior years’ claim experi-
ence, and other factors. The Blue Cross and Blue Shield Association also
surveyed its member organizations and found that the median increase
in 1990 non-group Medigap insurance premiums would be about 29
percent.

Homelessness:
Homeless and Runaway Youth Receiving Services at Federally
Funded Shelters

GAO/HRD-90-45, Dec. 19.

This report analyzesthe characteristics of youths who were served by
shelters funded under the Runaway and Homeless Youth Act. cao found
that while there have been reports of a growing population of homeless
youth, little information is available on the size or characteristics of
either the total homeless youth population or the subgroupseeking
assistance from runaway and homeless shelters. As the result of its
analysis, however, cao does make the following observations: (1) Home-
less youth seem to be a diverse group of people facing many problems.
(2) The shelter network may not be able to meet some needs of homeless
and runaway youth. (3) Many youth may not be receiving needed ser-
vices after they leave the shelters. (4d)Many homeless youth who do not
return to their families after leaving a shelter move on to unstable living
arrangements. (5) Very few of the homeless youth appear to leave shel-
ters for independentliving programs. Because troubled youth and those
who are younger than 16 years old may not be suitable for independent
living programs, more information is needed on alternative programs.
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Social Security:
Many Administrative Law Judges Oppose Productivity Initiatives

GAO/HRD-90-15, Dec. 7.

Individuals whose applications for Social Security disability or Medicare
benefits have been denied may challenge such decisions before an
administrative lawjudge (ALJ). The number of appeals to ALls has risen
substantially over the years. The Social Security Administration’s Office
of Hearings and Appeals (Om)manages the ALis. Over the years, many
ALJs have opposed various management practices on the grounds that
they interfere with decisional independence. This report examines (1)
the causes of recent conflicts between the OM and the ALJs and (2)
whether reductions in staff, especially in judges, adversely affected the
adjudicative process.

Automated Systems:
Treasury’s Efforts to Improve Its Payroll and Personnel Systems

GAO/IMTEC-90-4, Dec. 15.

gao foundthat the Department of the Treasury is on schedulewith a
plan approved in February 1989to convert its payroll and personnel
processing systems into a single, integrated system. However, during
GAO's review, Treasury and Irs experienced problemsin three areas that
threatened the successful completion of the 3-year effort. First, Trea-
sury and mrs faced potential funding shortfallsin fiscal year 1990. Sec-
ond, ms’ portion of the conversioneffort was understaffed. Finally, rs
had not selected a system for transmitting time and attendance data to
the Department of Agriculture’s National Finance Center. Treasury and
rs officials said they are taking actions, including reprogramming funds .
and making staff available for the conversion,to address these prob-
lems. However, Gao believesit istoo early to predict the effect these
measures will have on the conversion process.

AIr Force ADP:
Systems Funded Without Adequate Cost,/Benefit Analyses

GAO/IMTEC-90-6, Dec. 28.
Gao looked at the cost/benefit analyses the Air Force Logistics Com-

mand did when justifying and planning the following four management
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information programs: (1) Air Force Equipment Management System,
(2) Air Force Technical Order Management System, (3) Automated Tech-
nical Order System, and (4)Reliability and Maintainability Information
System. The four systems, estimated to cost $435.6 million, will replace
38 outdated automated and manual systems. In three of the four
projects, the Command did inadequate cost/benefit analysesthat cao
characterized as “no more than paper exercises.” The cost/benefit anal-
ysis for the fourth project has not been finished. The inadequacies
included incomplete analysis of alternatives, overstatement of benefits,
and understatement of costs. Department of Defense and Air Force offi-
cials acknowledge that more complete analyses could have been done,
but believe the analyses performed met the minimum requirements
needed to approve the projects. Requirements are not met, however,
when the analyses present misleading information. The Air Force has
consistently allowed systemsto proceed into development without ade-
quate cost/benefit analyses, and these systems have been plagued by
significant cost increases and schedule slippages.cao recommends
strengthening controls so that adequate cost/benefit analyses are done
before projects begin development.

ADP Budget:
Potential Reductions to the Department of Defense’s Budget
Request

GAO/IMTEC-90-12, Jan, 10.

This report contains information on budget requests from the Depart-
ments of the Air Force, Army, and Navy and from the Defense Commu-
nications Agency that relate to the World Wide Military Command and
Control System. It also contains informationon four automation projects
managed by the Air Force. This information provides background and
budget data and, where appropriate, identifies funds requested for fis-
cal year 1990that could be eliminated from the Air Force’sbudget
request.

IBs Automation:
Procurement Practices Need Strengthening

GAO/IMTEC-90-24, Jan. 12.

Gao reviewed several procurements under Irs’ automated data process-
ing acquisition program. cao found that the procedures used by 1rs to
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award a contract noncompetitivelyto VVanguard Technologies Corpora-
tion were inappropriate. In this estimated $L.7million contract for Aop
support services for the Electronic Filing System, rs circumvented laws
designed to maximize competitionin government contracting. In July
1989,1rs agreed to pay Vanguard Corporation $15,00G0 withdraw its
bid protest before the General Services Board of Contract Appeals. The
protest centered on a $500 million award for ADP support services. In
GAO’s view, the agreement was inappropriate because 1rs had no reason
to believe it had violated any laws or regulations in eliminating VVan-
guard from the competition.cao found that the services provided by
Vanguard under a prior ADP support services contract were within the
contractor’sscope. Gao’s review also showedthat the requests for pro-
posals for the Treasury Multiuser Acquisition Contract and Integrated
Collection System procurements permitted full and open competition.

Aviation:
FAA’'s Use and Management of CommunicationsResources

GAO/IMTEC-90-8, Jan. 24.

Communications resources, which include transmission systems and the
equipment connecting informationsenders and receivers, are vital to
FaA’spromotion of the safe, orderly, and expeditious flow of air traffic.
With increasing FAA ownership of communications—FAA estimates that
it will need $2.7billion through the 1990sto develop and purchase com-
munications —it s critical that Faa carefully manage and control these
resources. Although Faa established an organizationin 1987 to central-
2 its management of communications, this entity lacks control over
many key communicationsfunctions; systems engineering, procurement
and deployment of owned resources, and real-time operations and main-
tenance are dl the responsibility of other Faa components. Without
greater consolidationof communicationsresponsibilitiesor enough coor-
dination, Gro foreseesthe potential for significantequipment compati-
bility, system integration, and network monitoring and control problems.
FAA recognizes the negative consequencesof these problems and is con-
sidering improving its communications management as part of a new
strategictelecommunicationsplan. ao believesthat timely completion
of this plan should help Faa to effectively control these critical
resources.
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Am-Financed Procurement:
Allegations of Irregularities n the Procurement of an Oil Drilling
Chemical

GAOQ/NSIAD-90-41, Dec. 15.

GAO reviewed allegations that the sodium carboxymethyl cellulose (cmc)
involved in two contracts awarded to Messina, Inc., by the governments
of Jordan and Pakistan failed to meet contract specifications and AlD’s
“source of origin” regulations.cmc is a semisynthetic, water soluble pol-
ymer used for oil drilling. cao found that the cmc shipped by Messina
under the two contracts met the specifications established by the Oil
Companies Materials Association for low-viscosity cmc. Although the
allegations of noncompliance with Association specificationsand with
AID source and origin requirements proved to be generally incorrect, GAO .
noted that AID lacks written procedures for investigating allegations of
noncompliance with technical specifications or source and origin
requirements. AID’s policy in these cases is to inform the host country of
the allegations and to rely on the host country to investigate the matter.

State Department:
Proposed Overseas Housing Standards Not Justified

GAOQ/NSIAD-90-17, Dec. 18.

GAO reviewed the State Department’s proposed revision of the housing
space standards for U.S. employees assigned overseas. In summary, GAO
found that State lacked sufficientevidenceto support its proposed
change —namely using an employee’sgrade as a significantfactor in the
authorized size of housing. State did not use an adequate methodology
or current data on the housing employees have in the Washington,D.C.,
area to ensure that the proposed increases are appropriate. Moreover.
GAo found that the data State used was old, incomplete,and inappropri-
ate for the analysis. The federal government may have to pay millions
of dollars more to house personnel abroad under the proposed standards
than if current standards were appropriately applied. For State Depart-
ment employeesalone, the proposed standards would authorize an addi-
tional 1.3million square feet and cost almost $11million more. cao
concludesthat rather than implementing the proposed revision, State
should enforcethe current standards until it canjustify revising them.
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International Trade:
Foreign Market Development for High VValue Agricultural Products

GAO/NSIAD-90-47, Jan. 17.

Highly developed marketing networks have expanded some foreign com-
petitors’ share of the lucrative high value agricultural product market.
This is particularly true of the European Community. In this report, Gao
seeksto fill the informationvoid on foreign competitors’ market devel-
opment programs. Although most of the foreign competitorscao
reviewed spend less on high value market developmentthan doesthe
United States, some spend their money in a highly targeted way. In an
integrated marketing approach, market research is coordinated with
production and distribution capacity to meet consumer demand. Foreign
competitorsthen work with producers to develop or adapt products to
meet those needs. While the Department of Agriculture has invested
heavily in foreign market developmentin recent years, the main respon-
sibility for conducting foreign market developmentactivities remains
with the private sector. Most countries Gao reviewed have either cen-
tralized marketing organizations or independent marketing boards; some
are managed by public officials while others have a combination of pub-
lic and private management. Some competitor marketing organizations
promote virtually all agricultural products in both domestic and foreign
markets while other promote products of a specific sector. The relation-
ship between the public and private sectors is more distant in the United
States. Generally, foreign governments play a larger role both in manag-
ing and funding market development organizations.

Foreign Economic Assistance:
Better Controls Needed Over Property Accountability and Contract
Close Outs

GAO/NSIAD-90-67, Jan. 22.

In reviewing ways to streamline and revise the Agency for International
Development’scontracting and procurement system, Gao found that (1)
A does not exercise adequate accountability for project-funded
nonexpendable property in the possession of contractors and (2) AD's
current policy and reporting requirements do not ensure systematic
close out and final audit of completed contracts at the two overseas mis-
sions GAo visited. AID internal audits and evaluations have found similar
weaknesses, but the audit recommendationshave not been acted upon
satisfactorily. These continuing weaknesses make the agency vulnerable
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to contractor misuse of AlD-financed property and can lead to delays in
the deobligation or decommitment of funds, unfulfilled contractual com-
mitments, and uncertainty over whether only allowable contract costs
have been paid.

Central America:
Humanitarian Assistance to the Nicaraguan Democratic Resistance

GAO/NSIAD-90-62, Jan. 23.

Hes the assistance given the Nicaraguan Resistance in Central America
been spent as intended? Concerns about this prompted GAo to examine
$27.1 million in humanitarian aid administered by the Agency for Inter-
national Development.Gao found that, in accordance with the law, AiD
provided only authorized assistance to the Resistance and suspended
family assistance payments for four Resistance members convicted or
accused of human rights abuses. Gao also found that AID applied ade-
quate controls in administering the procurement and delivery of goods
and services. After monthly ceilings on spending were lifted, AID was
able to procure larger quantities of clothing and medical supplies at one
time, thus reducing the frequency of deliveries from the United States.
Albimproved medical assistance and provided training through the use
of contractors and other support and increased the number of recipients
of cash payments.

Justice and Law
Enforcement

U.S. Customs Service:
Unresolved Audit Issues Between Customs and the Virgin Islands

GAO/GGD-90-21, Dec. 8.

This report responds to congressional concerns about disputes between
the U.S. Customs Service and an auditor employed by the Virgin Islands.
In June 1987, the auditor hired by the Virgin Islands Governor gave
Customs a draft of his findings and recommendationsconcerning money
collected by Customs for the Virgin Islands. cao was asked to render an
opinion on some of the issues in dispute. cao concluded that the United
States is the rightful recipient of preclearance duty collections, the Vir-
gin Islands is not entitled to interest on Virgin Island funds kept in an
account maintained by the U.S. Treasury, and the Virgin Islands is not
entitled to any portion of U.S. customs duties collected in the United
States when the cargo on which the duty is based is ultimately shipped
to the Islands. The Virgin Islands auditor claims Customs collected $5
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million but did not credit it to the Virgin Islands account. Because of
insufficient Customs records, gao was unable to reconstruct the finan-
cial history of Customs’ collections and disbursementsthat Gao needed
to decide whether the Virgin Islands was owed the money. This report
also provides informationon (1) the amount charged to the Customs
user fee account to pay for certain costs of collecting duties in the Virgin
Islands, (2) the calculation and allocation of Customs” administrative
support costs for collecting the Virgin Islands’ import duties, and (3) the
recovery of erroneous payments made to former Customs employees
who have worked in the Virgin Islands.

Battlefield Automation:

Army’s Air Defense Command and Control System Status and
Program Issues

GAO/NSIAD-90-12BR, Dec. 20.

This briefing report provides information on the technical performance,
delivery schedules, and cost of the Army’s Forward Area Air Defense
Command, Control, and Intelligence system. The Army is acquiring this
system to automate command and control of the short-range air defense
weapons it plans to deploy in fiscal year 1993. The systemis intended to
automatically detect and identify incoming aircraft and provide target-
ing and tracking informationto air defense units operating in forward
combat zones. This interim report addresses the current status of four
system components: (1) computersand software for system automation
of command and control functions, (2) a ground-based sensor to detect
and track aircraft, (3) an aerial sensor to spot helicopters and other low-
flying aircraft hidden from the ground-based sensor’sview, and (4)
devicesto distinguish between friendly and threat aircraft.

Army Procurement:
Costs and Benefits of Electronic and Mechanical Time Fuzes

GAO/NSIAD-90-38, Dec, 22.

Gao found that the m762 electronic time fuze and the M577 mechanical
time fuze are both capable of satisfyingthe Army’scurrent-requirement
for artillery time fuzes. The electronictime fuze has two operational
advantages over the mechanical time fuze: (1) it can be set both manu-
ally and automatically and (2) it can be set manually without the use of
atool. During its first three years of production, however, the m762 fuze
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will cost more than the ms77 mechanical fuze. Also, its most important
advantage, the autoset capability, cannot be utilized now because
existing systems are not designed to use a fuze that can be set automati-
cally from a remote location. The ms77 mechanical time fuze, on the
other hand, fully meets the requirements of current and near-future
artillery weapon systems. It is economical to procure, has a safe and
reliable record, and can be made by the current manufacturer in higher
quantities than the Army’sstated annual requirements. Gao believes the
Army’srequest for $54.9 million for electronic fuzes in fiscal year 1990
was not fully justified. cao estimatesthat the requirement could have
been met with the $23.2million already appropriated for procuring elec-
tronic time fuzes in fiscal year 1989.

Navy Shipbuilding:
Cost and Schedule Problems onthe ppe-51 AEGISDestroyer Program

GAO/NSIAD-90-84, Jan. 17.

Faced with aging battle-force destroyers, the Navy plans to acquire, at a
total cost of about $27 billion, at least 33 guided missile destroyers
(ppa-51 class) equipped with the aeGis combat system. In April 1985,the
Navy awarded Bath Iron Works a fixed-price incentive contract for the
lead ship of the ppg-51 class destroyers. Bath Iron Works has since
encountered design and constructionproblems. As a result of these
problems and Navy changes in the contract requirements, costs have
risen substantially over original estimates and the ship’sexpected deliv-
ery has been delayed by 17 months. While Bath Iron Works estimates
that more than 50 percent of the lead ship is complete, most of the ship’s
outfitting needs to be done;the combat system and other technical com-
ponents have yet to be installed and integrated within the ship. cao
believes pob should ensure that there is sufficient informationon pro-
gram development and affordability before awarding future contracts
for follow ships. cao summarizedthis report in testimony before Con-
gress; see:

Navy Shipbuilding: Cost and Schedule Problems on the DDG-51 AEGIS
Destroyer Program, by Martin M. Ferber, Director of Navy Issues, before
the Subcommittee on Seapower and Strategic and Critical Materials,
House Committee on Armed Services. GAO/T-NSIAD-90-14, Jan. 24.
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Air Force Procurement:
Accuracy of Commercial Activity Study for Niagara Falls Air Force
Reserve Base

GAO/NSIAD-90-92, Jan. 25.

Governmentagenciesmust review their commercial activities once
every five years to determinewhether it is more economicalto retain
work in-house or to contract it out. In 1989, after reviewing base sup-
port servicesat the Niagara Falls Air Force Reserve Base, the Air Force
concluded it would be more economical to contract out services.Gao
examined the accuracy of the commercial activity study done at Niagara
Falls and found that it complied with omg’s Circular A-76 and with Air
Force implementing regulations. cao found no discrepanciesin the way
the AIr Force did the study or in the Alr Force’s results. There was no
support for the contention that the contractor underestimated the
number of personnel needed to perform base support servicesor that
estimated unemployment costs for displaced federal workers should be
considered as a specific addition to the contractor’s costs. In comparing
the Niagara Falls study with a commercial activity study for a similar
installation, cao found no significantdifferenceseither in the way the
two studies were done or in the cost factors considered.

Government Contracting:
Compensationof Defense Contractors’Working Capital Financing
Costs

GAO/NSIAD-90-33, Jan. 31.

GAO reviewed pop’s profit policy and found that it generally takes into
account the important factors that affect a contractor’sworking capital
costs. cao’s analysis of a sample of contracts showed that in the aggre-
gate the policy resulted in about the right amount of these financing
costs being included in the profit objective. That is, the costs likely to be
incurred during the life of the contract were close to the amounts esti-
mated by Dob. In most of the individual contracts, however, there were
differencesof 10 percent or more between pop’s and GAo’s estimates of
working capital costs. Therefore, if contracting officersdo not adjust for
the specific circumstancesof an individual contract, too much or too lit-
tle profit could be included in the contract price. While these adjust-
ments for working capital financing costs generally would not be large
relative to the total contract price, in some cases Gao’s analysis showed
differencesof close to $1 million between pop and gao estimates. cao
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believes pob contracting officers need to carefully consider whether
adjustments are needed in working capital financing costs to more
closely approximate cost actually incurred.

High-Definition Television:
Applicationsfor This New Technology

GAO/IMTEC-90-9FS, Dec. 11.

High-definition television is the next generation in video technology. By
increasing the number of scanning lines from 525 to over 1,000, high-
definition television transmits an image that is wider than and twice as
sharp as current television. This fact sheet contains information on 14
applications of high-definitiontelevision. Defense, medical, space explo-
ration, and other uses are discussed. The report also presents the opin-
ions of key industry officials on the effect that a high-definition
television standard would have on potential applications of this
technology.

Standardsand Technology:
Update of Information About Fee Increases for Measurement
Services

GAO/RCED-90-63BR, Jan. 12.

This report discusses the impact of proposed price increases on sales of
standard reference materials and calibration services by the National
Institute of Standards and Technology, which is part of the Department
of Commerce.cao examined (1)fiscal year 1989sales and revenue data
for NIST measurement services, (2) information about NiST’s efforts to
monitor the effects of price increases for measurement services on small
and medium-sized firms, and (3) nisT’s process for evaluating proposals
for new measurement services. nisT's data showed that between fiscal
years 1987 and 1989,the number of standard reference materials sold
increased by about 11percent, while the real average price remained
constant. NET data also showed that the number of calibration tests per-
formed decreased by 2 percent, while the real average price increased
by 9 percent. gao could not determine how much impact price alone had
on the demand for measurement services; however, NET sales and reve-
nue figures do not suggest a substantial effect on demand. kiST has
begun to track sales to samples of consumers, including small- and
medium-sized businesses.
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NasA Project Status Reports:
Congressional Requirements Can Be Met, But Reliability Must Be
Ensured

GAOQ/NSIAD-90-40, Jan. 23.

If proposals like a lunar outpost or an expeditionto Mars become real-
ity, Nasa’sfunding needs could rise dramatically in the 1990sand even
triple by the year 2000. The current federal budget deficit adds to the
challenge facing Congress in deciding what space projects will be under-
taken and at what pace they will be funded. Because sound information
on the cost and progress of NASA’sSmajor projects is important in making
budget allocation decisions, Gao was asked to assess NAsA’s ability to
produce reliable status reports on major projects. Congress and NASA’s
Comptroller’sOffice have jointly established new criteria for the selec-
tion of projects for reporting, the timing and duration of reports, and the
report format and structure. These criteria combine NasA’s reporting
capabilitieswith Congress’need for cost, schedule, and reporting infor-
mation. While NAsA is able to produce the reports using the new criteria,
Gao believes additional controlsover the process are needed to ensure
the reliability of the reports.

Tax Administration:
Need for More Management Attention to rs’ College Recruitment
Program

GAO/GGD-90-32, Dec. 22.

Faced with a mounting budget deficit, the Nation’s leaders have looked
to 1rs. Providing the agency with additional enforcement staff was
expected to result in more vigorous enforcement of existing tax laws,
thereby increasingrevenue. Concerns have been raised, however, about
whether 1rs’ college recruitment program can attract the talent needed
to fill these positions. Despite starting salaries that are considerably
below those offered by competitors,rs field managers spoke positively
about the quality of their enforcement recruits. Yet Irs lacks agencywide
quantitative data to support this positive outlook;in fact, existing infor-
mation seemsto raise questions about quality. In Gao’s view, the
absence of strong National Office directionand oversight over the
recruitment program has impeded Izs in obtaining better data on quality
and in improving the recruitment program. More active National Office
involvement might help 1rs to use its limited recruitment resources more
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effectively. It might also help Irs to determine whether enough is being
done at the local level to forge effective relationships with targeted
schools.

Tax Administration:
Monitoring the Accuracy and Administration of rs’ 1989 Test Call
Survey

GAO/GGD-90-36, GAO/GGD-90-37, Jan. 4.

The Internal Revenue Service’sintegrated Test Call Survey System
(ITCSS)measures the quality of serviceirs providesthrough itstoll-free
telephone system —a nationwide telephone system in which 1rs assistors
answer taxpayers’ telephone inquiries.cao evaluated 1rs’ administration
of the ITCSSduring the 1989tax filing season. rtcss results for the season
showed that 1rs telephone assistors correctly answered the survey’stax
law questions about 63 percent of the time. gao agrees with this overall
accuracy rate and found that 1rs administered its test call survey fairly.
The test question scoring criteria for correct assistor responsesthat Gao
used in its assessment are those that cao and 1rs agreed upon. During
the filing season, however, Irs reported a much higher accuracy rate
that was based on a more liberal scoring criteria that cao did not agree
with. Irs said that for the 1990season it would only report accuracy
rates that were based on scoring criteria that IRs and Gao agreed upon.

Tax Administration:
RS Needs to Improve Distribution of Tax Materials to the Public

GAO/GGD-90-34, Jan. 10.

Forms, schedules, instructions, and publications are all needed by tax-
payers when filing their federal tax returns. Because IRS encourages tax-
payers to file early, it is important that these materials be available
early. gao found that while Irs tried to make tax materials more availa-
ble, taxpayers may still have had problems obtainingmaterials in 1989.
Early in the filing season, cao checked walk-in sites and found that, on
average, about 15percent of the required items and 22 percent of the
sampled optional itemswere missing. Although availability improved
later, the lack of availability early in the season may have hampered
taxpayer efforts to file early. Taxpayers who tried to order items from
the distribution centers also may have encountered problems. As of
May 31,1989, cao had not received about 20 percent of the ordered
items and in many cases Irs did not explain why an item was not sent.
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Without an explanation, a requester does not know whether to look for
the item elsewhere, to wait for 1&s to ship it, or to reorder it. Even when
explanations were given, they were not always correct.

Mass Transit Grants:
umTa Needs to Increase Safety Focus at Local Transit Authority

GAO/RCED-90-41, Dec. 1.

GAo reviewed the Urban Mass Transportation Administration’s(umta)
oversight of the Southeastern Pennsylvania Transportation Authority
(SEPTA). SEPTA provides public transportation for the Philadelphiaarea.
Since 1984 uMTA has awarded septa $738million in grants for its transit
system. Studies of septa’scommuter rail and rapid rail lines disclosed
safety problems in 1983 and 1984.¢a0’s review showed that while com-
muter rail and rapid rail safety conditions have improved, accident and
injury rates for motor bus, trolleys, and streetcars have risen. cao’s
review also showed that umTa’s oversight has not been adequate to
assess SEPTA”ssafety conditions. Further, Gao found that umta did not
consider safety in approving SEPTA*sannual programs or projects and
that septa only recently developed a formal process for assessing the
safety importance of proposed projects. Consequently, umta has little
assurance that its formulaand discretionary grant awards are being
used to improve safety conditions. Written documentationjustifying
award decisionswas not maintained. As a result, ao was unable to
determinethe specific factors the umta Administrator considered in
awarding discretionary grants to septa. Because GAO believes written
documentation would help ensure that the discretionary grant award
process is open and fair, it views the lack of such documentation as a
serious flaw.

Aviation Safety:
FAA Is ConsideringChanges to Aviation Medical Standards

GAO/RCED-90-68FS, Jan. 9.

The safety of millions of aircraft passengers depends, in part, on the
skills and medical fitness of an aircraft’s crew. Faa requires pilots, flight
navigators, and flight engineers to have a medical certificate indicating
they have passed a medical evaluation by an raa-approved physician.
This fact sheet describes the nature and status of revisions FAA is con-
sidering for aviation medical standards in the following categories:
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visual acuity; ear, nose, throat, and equilibrium; mental and neurologi-
cal; cardiovascular; and general medical conditions.

Housing Programs:
Increased Use of Alternatives to Foreclosure Could Reduce va’s
Losses

GAO/RCED-90-4, Dec. 20.

The Department of Veterans Affairs helps eligible veterans buy homes
by guaranteeingthe lender that va will repay part of the loan amount if
the homebuyer defaults. Concern about the drain on the program’s
resources — foreclosures on va-guaranteed loans rose from about 12,490
to 40,336 between fiscal years 1981 and 1989 —prompted GAo to review
vA’s loan termination practices and see whether the number and cost of
foreclosuresand program losses could be reduced. gao found that fore-
closure, generally the most expensive way to terminate a defaulted loan,
was used in about 97 percent of the cases it reviewed; alternatives to
foreclosure were seldomused. In deciding whether to allow a lender to
foreclosure on defaulted loans or to use alternatives to foreclosure,va
does not consider all of the costs involved in foreclosure. Gao estimates
that va could have saved between $42 and $94 million in fiscal year
1987 if va regional offices had used foreclosure alternatives more often.
Private mortgage insurers said they are more aggressive than va in find-
ing alternatives to foreclosure and believe their efforts save millions of
dollars each year. gao recommends that va do a cost analyses of loan
termination alternatives and then pursue the least costly alternative.

va Health Care:
Nursing Issues at the Albuquerque Medical Center Need Attention

GAO/HRD-90-65, Jan. 30.

Gao looked at several concerns —ranging from inadequate staffing and
pay inequitiesto waste and loss of supplies and equipment —raised by
nurses at the va’s Medical Center in Albuquerque, New Mexico. cao
found that management at the Medical Center has resolved many of
these issues. Nurse vacancies and overtime have been reduced, pay
issues have been addressed, the number of promotions and awards has
increased, disciplinary actions have been reduced, the nursing home
care unit is being renovated, and the number of beds operated in the
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facility has been reduced. In addition,va has submitted a legislative pro-
posal to OMB that would address pay issues that cannot be handled at
Center level. While progress has been made in many areas, staff injuries,
support services, paperwork, and acuity determinations need to be
addressed more fully during the monthly meetings between management
and the registered nurses' union. Gao believes an independent human
resources specialistshould be brought in to enhance the dialogue
between the two groups. The Medical Center director also needs actively
participate in the meetings. In additionto the labor-managementissues,
Center management must improve its internal controlsover property.
To eliminate any inconsistencies, management also needs to reexamine
the physical requirements it places on nursing hires and nurses
returning to work after an injury.

Infection Control:
va Programs Are Comparable to Nonfederal Programsbut Can Be
Enhanced

GAO/HRD-90-27, Jan. 31.

The Centers for Disease Control estimate that 5 percent of all patients
who enter a hospital contract an infection during their stay. This means
that about 60,000 veterans could get infections each year while being
treated at\a hospitals. The 159 medical centers that va operates
throughout the United States are required to have an infection control
program to identify existing infectionsand to prevent future ones. In
the course of its work, gao found that the program guidance that va
issuesto its medical centers was too broad to be helpful in assessing the
infection control programs. gao also discovered that no other U.S. health
care organization had up-to-date and specific guidance. Working with an
infection control expert and with representatives of nine organizations,
includingthe Centersfor Disease Control, cao put together a list of 56
basic elements of an effective infection control program. gao found that
both va and nonfederal infection control programs are using most of
these elements. Several of cao’s infection control elements, however,
should be used by more practitioners in both the public and private sec-
tor. These elements—such as coursework in hospital infection control
programs and reporting of surgicalwound infection rates to practicing
surgeons —are generally more labor intensive than those in widespread
use. To be most effective, va programs also need management attention.
va infection programs are generally understaffed, not coordinated at the
central office, and inadequately monitored by regional offices.
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Call Survey

GAQ/GGD-90-36, GAO/GGD-
90-37, Jan. 4.

[ Tax Administration:

IRS Needs to Improve Distribu-
tion of Tax Materialsto the
Public

GAO/GGD-90-34, Jan. 10.

TRANSPORTATION

{1 Mass Transit Grants:

UMTA Needs to Increase Safety
Focus at Local Transit Authority
GAQ/RCED-90-41, Dec. 1.

O Aviation Safety:

FAA Is ConsideringChanges to
Aviation Medical Standards
GAO/RCED-90-68FS, Jan. 9.

VETERANS' AFFAIRS

O Housing Programs:
Increased Use of Alternatives to
Foreclosure Could Reduce VA's
Losses

GAO/RCED-90-4, Dec. 20.

O VA Health Care:

Nursing Issues at the Albuquer-
que Medical Center Need
Attention

GAO/HRD-90-65, Jan. 30.

0O Infection Control:

VA Programs Are Comparable
to Nonfederal Programs but Can
Be Enhanced

GAQ/HRD-30-27, Jan. 31.



Requests for copies of ¢a0 reports and testimony should be sent to:
U.S. General Accounting Office

Post Office Box 6015

Gaithersburg, Maryland 20877

Telephone 202-275-6241

The first five copies of each report are free. Additional copies are
$2.00 each.

There is a 25%discount on orders for 100 or more copies mailed to a
single address.

Orders must be prepaid by cash or by check or money order made
out to the Superintendent of Documents.
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