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Foreword 

Today,  top  F e d e r a l  e x e c u t i v e s  and manage r s  c o n t i n u e  t o  
face an  o l d ,  b u t  ever-demanding,  c h a l l e n g e .  S c a r c e  r e s o u r c e s  
are becoming scarcer, and  t h e i r  d i s t r i b u t i o n  among p r o g r a m s ,  
f u n c t i o n s  and a c t i v i t i e s  must  be  made more wise ly ,  p r o p e r l y  
and t i m e l y .  With t i g h t  b u d g e t s ,  more work h a s  t o  be accom- 
p l i s h e d  w i t h  fewer people: t h e  top manager  must  a s s u r e  t h a t  
work is a c c o m p l i s h e d  more e f f i c i e n t l y  and e f f e c t i v e l y  w i t h  
t h e  a v a i l a b l e  r e s o u r c e s .  A l s o ,  t h e  top managers  must be 
c o n c e r n e d  w i t h  i n t e r n a l  c o n t r o l  systems t h a t  w i l l  d i s c o u r a g e  
and min imize  f r a u d ,  a b u s e ,  waste and mismanagement. To meet 
t h i s  c h a l l e n g e ,  t h e  t op  manage r s  need  t o  u n d e r s t a n d  and to  
t a k e  a d v a n t a g e  of t h e  s e r v i c e s  t h a t  can  be p r o v i d e d  by t h e i r  
f i n a n c i a l  management s t a f f s .  

T h i s  Handbook was p r e p a r e d  t o  h e l p  n o n f i n a n c i a l  managers  
u n d e r s t a n d  f i n a n c i a l  management and t o  e n c o u r a g e  a closer 
p a r t n e r s h i p  between f i n a n c i a l  and n o n f i n a n c i a l  managers  i n  
t h e  F e d e r a l  Government.  T h i s  Handbook attempts t o  i n t r o d u c e  
f i n a n c i a l  management t o  n o n f i n a n c i a l  e x e c u t i v e s  u s i n g  simple 
and n o n t e c h n i c a l  terms as much as p o s s i b l e .  

W e  b e l i e v e  t h a t  t h e  Handbook w i l l  be a u s e f u l  and 
i n f o r m a t i v e  r e f e r e n c e  for t h e  n o n f i n a n c i a l  e x e c u t i v e s  and  
managers .  We also b e l i e v e  t h a t  it w i l l  e n c o u r a g e  closer 
work ing  r e l a t i o n s h i p s  be tween f i n a n c i a l  and n o n f i n a n c i a l  
manage r s  . With f i n a n c i a l  and n o n f i n a n c i a l  managers  working  
t o g e t h e r ,  f i n a n c i a l  management s e r v i c e s  w i l l  become more 
r e s p o n s i v e  and e f f e c t i v e  i n  s e r v i n g  management. 

W e  t h a n k  t h e  many i n d i v i d u a l s  who assisted us  i n  t h e  
deve lopmen t  of t h i s  Handbook, p a r t i c u l a r l y :  

S h e l d o n  C h a z i n  - 
Dean Crowthe r  - 
Roger Feldman - 
Roger  Greene  - 
Andrew Kapf er - 
W i l l i a m  Kendig - 
Guy L i n z a  - 
J a c k  Nadol  - 
Marcus Pugh - 
M a r s h a l l  Ryan - 
Leonard  Sweeney - 

Depar tment  of A g r i c u l t u r e  
Depar tment  o f  A g r i c u l t u r e  
Depar tment  of S ta te  
O f f i c e  o f  Management and Budget  
Depar tment  o f  H e a l t h  and  Human S e r v i c e s  
Depar tmen t  o f  t h e  I n t e r i o r  
Depar tment  of H e a l t h  and  Human S e r v i c e s  
O f f i c e  o f  Management and Budget  
E n v i r o n m e n t a l  P r o t e c t i o n  Agency 
Depar tment  o f  Energy 
Department o f  Commerce 

T h i s  Handbook would n o t  have  been p o s s i b l e  w i t h o u t  t h e i r  
t h o u g h t f u l  and v a l u a b l e  i n p u t .  

Susumu Uyeda 
E x e c u t i v e  Director 
March 1981 
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CHAPTER I 

INTRODUCTION 

Financial Management is that part of management 
concerned primarily with the fiscal affairs of an organiza- 
tion and the translation of actions, both past and proposed, 
into meaningful and relevant information for use in the 
management process. Financial management covers a broad 
spectrum of management activities including budgeting, 
accounting, reporting, cash management , internal control , 
auditing, management analysis, productivity and performance 
measurement, and training. 

In recent years , Federal executives and managers 
have become more and more aware of the importance of good 
financial management systems and practices. They need a 
strong and capable financial management staff to enable 
them to better manage their operations. They realize that 
financial management staffs can assist greatly in overseeing 
and assuring that the mission of their organization is 
accomplished efficiently, effectively and timely. One of 
their goals is to be cost efficient and to save the taxpayers 
money. With Federal expenditures increasing each year, 
management should employ every practical means to cut costs 
within their organizations. A way to accomplish this goal 
and others is to improve the financial management practices 
within each organization and to take advantage of the full 
array of services financial managers can provide. 

To initiate improvements, top executives and managers 
need information on past and current operations so that 
they can control, coordinate and plan activities, and make 
decisions within their organizations. The Budget and 
Accounting Procedures Act of 1950  places the responsibility 
for establishing and maintaining adequate systems of 
accounting and internal control with the head of the agency. 
The Act also requires that such systems provide for: 

1.  Full disclosure of the financial results of the 
agency ' s activities ; 

2. Adequate financial information needed for agency's 
management purposes; 

3 .  Consistency in accounting and budget classifica- 
tions; 

4 .  Support of budget justifications with cost and 
performance data; 
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s. 

6. 

7 .  

I n  

E f f e c t i v e  c o n t r o l  o v e r  and '  a c c o u n t a b i l i t y  f o r  a l l  
f u n d s ,  p r o p e r t y  and other  assets f o r  which  t h e  
agency  is r e s p o n s i b l e ,  i n c l u d i n g  a p p r o p r i a t e  
i n t e r n a l  a u d i t ;  

Rel iable  a c c o u n t i n g  r e s u l t s  to  s e r v e  as t h e  basis  
for  p r e p a r a t i o n  and s u p p o r t  of t h e  a g e n c y ' s  budge t  
requests,  for c o n t r o l l i n g  t h e  e x e c u t i o n  o f  t h e  
b u d g e t ,  and f o r  p r o v i d i n g  f i n a n c i a l  i n f o r m a t i o n  
r e q u i r e d  by t h e  O f f i c e  o f  Management and Budget ;  
and 

S u i t a b l e  i n t e g r a t i o n  between agency  a c c o u n t i n g  of  
t r a n s a c t i o n s  w i t h  t h o s e  i n  t h e  c e n t r a l  a c c o u n t i n g  
sys t em m a i n t a i n e d  by t h e  T r e a s u r y  Depar tment .  

a d d i t i o n  to  t h e  r e q u i r e m e n t s  i n  t h i s  A c t ,  other 
l e g i s l a t i v e  r e q u i r e m e n t s  a;e found i n  a u t h o r i z a t i o n  and 
a p p r o p r i a t i o n  laws g o v e r n i n g  e a c h  Government agency .  These  
laws c o n t a i n  p r o v i s i o n s  r e l a t i n g  s p e c i f i c a l l y  to e x p e n d i t u r e  
l i m i t a t i o n s ,  c e i l i n g s  on t h e  ra te  of o b l i g a t i o n s ,  f i n a n c i a l  
r e p o r t i n g ,  a u d i t i n g  r e q u i r e m e n t s  and special  e v a l u a t i o n s .  
Each agency  head must i n c o r p o r a t e  t h e s e  r e q u i r e m e n t s  and 
f e a t u r e s  i n t o  i t s  a c c o u n t i n g  and c o n t r o l  sys t ems .  T h e s e  
s y s t e m s  m u s t  also comply w i t h  t h e  p o l i c y  g u i d e l i n e s  of t h e  
G e n e r a l  Accoun t ing  O f f i c e ,  t h e  O f f i c e  of Management and 
Budget ,  and t h e  Department  of t h e  T r e a s u r y .  

This Handbook w a s  prepared t o  he lp  n o n f i n a n c i a l  managers  
u n d e r s t a n d  f i n a n c i a l  management and to  encourage  a closer 
working  r e l a t i o n s h i p  between f i n a n c i a l  and n o n f i n a n c i a l  
managers .  Using simple and n o n t e c h n i c a l  terms as much as  
p o s s i b l e ,  it p r o v i d e s  background material  t o  enhance  t h e  
knowledge of f i n a n c i a l  management. The  Handbook can be 
used a lso by t h e  f i n a n c i a l  managers  as a simple c h e c k l i s t  
t o  r e v i e w  t h e i r  own o p e r a t i o n s .  

Chapter I1 p r o v i d e s  a b r i e f  summary of t h e  roles and 
r e s p o n s i b i l i t i e s  of  t h e  c e n t r a l  f i n a n c i a l  management 
a g e n c i e s - - t h e  O f f i c e  of Management and Budget ,  t h e  Depar tment  
of t h e  T r e a s u r y ,  t h e  G e n e r a l  Accoun t ing  O f f i c e ,  and t h e  
O f f i c e  of P e r s o n n e l  Management. I n  t h e  r ema in ing  c h a p t e r s ,  
t h e  Handbook c o v e r s  1 4  major areas of f i n a n c i a l  management 
i n c l u d i n g  budget  p r e p a r a t i o n ,  a d m i n i s t r a t i v e  c o n t r o l  of 
f u n d s ,  a c c o u n t i n g  s y s t e m s ,  f i n a n c i a l  r e p o r t i n g ,  c a s h  
management, i n t e r n a l  c o n t r o l s ,  etc. 

I n  each chapter,  a n a r r a t i v e  background of t h e  s u b j e c t  
matter is p r o v i d e d  f o l l o w e d  by a series of q u e s t i o n s  t o p  
e x e c u t i v e s  and managers  may a sk  i n  t h e i r  m e e t i n g s  w i t h  t h e  
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f i n a n c i a l  management s t a f f s .  These  q u e s t i o n s  are  d e s i g n e d  to  
e n a b l e  n o n f i n a n c i a l  managers  to: 

1 . F a m i l i a r i z e  t h e m s e l v e s  w i t h  t h e  s u b j e c t  a rea ,  

2. P i n p o i n t  p o t e n t i a l  p roblem areas,  
! 

3 .  E s t a b l i s h  p l a n s  t o  make f i n a n c i a l  management more 
u s e f u l  and r e s p o n s i v e  t o  management, and 

4 .  Emphasize t o p  management i n t e r e s t  and r e l i a n c e  on 
f i n a n c i a l  management . 

F i n a l l y ,  f o r  those who desire to  know more a b o u t  t h e  s u b j e c t  
area, s e v e r a l  s u g g e s t e d  r e f e r e n c e s  are p r o v i d e d  a t  t h e  end of 
each chapter. A d d i t i o n a l  i n f o r m a t i o n  can  be found i n  each 
a g e n c y ' s  i n t e r n a l  p o l i c y  and p r o c e d u r a l  manuals  t h a t  imple-  
ment c e n t r a l  a g e n c i e s '  g u i d a n c e  and set agency  o p e r a t i n g  
p r o c e d u r e s .  
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CHAPTER I1 

FUNCTIONS OF THE CENTRAL AGENCIES 

The cen t r a l  a g e n c i e s  t h a t  p r o v i d e  o v e r a l l  d i r e c t i o n  and 
g u i d a n c e  to  d e p a r t m e n t s  and a g e n c i e s  on f i n a n c i a l  management 
pol ic ies  and practices i n c l u d e :  t h e  O f f i c e  o f  Management and 
Budget ,  t h e  Department  of  t h e  T r e a s u r y ,  t h e  G e n e r a l  Account- 
i n g  O f f i c e  and t h e  O f f i c e  o f  P e r s o n n e l  Management. T h i s  
c h a p t e r  b r i e f l y  h i g h l i g h t s  t h e  p r i n c i p a l  f u n c t i o n s  o f  t h e s e  
a g e n c i e s .  I n  a d d i t i o n ,  t h e  major objectives and a c t i v i t i e s  
o f  t h e  J o i n t  F i n a n c i a l  Management Improvement Program are 
l i s t e d .  

The OFFICE OF MANAGEMENT AND BUDGET (OMB) assists t h e  
P r e s i d e n t  i n  t h e  development  and e f f e c t i v e  management of 
F e d e r a l  p rograms.  Its p r i m a r y  f u n c t i o n s  are to: 

- - A s s i s t  t h e  P r e s i d e n t  i n  t h e  p r e p a r a t i o n  of t h e  budge t  
and t h e  f o r m u l a t i o n  o f  t h e  f i s c a l  program f o r  t h e  
F e d e r a l  Government. 

- -Supe rv i se  and c o n t r o l  t h e  a d m i n i s t r a t i o n  of t h e  
budge t  . 

- - A s s i s t  t h e  P r e s i d e n t  i n  h i s  e f f o r t  t o  d e v e l o p  and 
m a i n t a i n  e f f e c t i v e  Government by r e v i e w i n g  t h e  
o r g a n i z a t i o n a l  s t r u c t u r e s  and management p r o c e d u r e s  
of  t h e  E x e c u t i v e  Branch t o  assure t h a t  t h e y  are 
capable o f  p r o d u c i n g  t h e  i n t e n d e d  r e s u l t s  . 

- -Eva lua te  t h e  pe r fo rmance  of  F e d e r a l  programs and s e r v e  
as  a c a t a l y s t  i n  t h e  e f f o r t  t o  improve i n t e r a g e n c y  and 
i n t e r g o v e r n m e n t a l  c o o p e r a t i o n  and c o o r d i n a t i o n .  

- - A s s i s t  t h e  P r e s i d e n t  by c l e a r i n g  and c o o r d i n a t i n g  
proposed  l e g i s l a t i o n  i n i t i a t e d  i n  t h e  E x e c u t i v e  Branch 
and make recommendat ions f o r  P r e s i d e n t i a l  a c t i o n  on 
b i l l s  passed by t h e  Congress .  

- - A s s i s t  i n  t h e  development  of r e g u l a t o r y  reform 
proposals and i n  programs f o r  paperwork r e d u c t  i o n ,  
e s p e c i a l l y  r e p o r t i n g  bu rdens  on t h e  p u b l i c .  

--Keep t h e  P r e s i d e n t  a d v i s e d  of t h e  p r o g r e s s  of a c t i v i -  
t i e s  by a g e n c i e s  w i t h  respect to  t h o s e  p roposed ,  
a c t u a l l y  i n i t i a t e d ,  and comple ted .  T h i s ,  t o g e t h e r  
w i t h  t h e  r e l a t i v e  t i m i n g  of i n t e r a g e n c y  ac t iv i t i e s ,  
is n e c e s s a r y  t o  a s s u r e  t h a t  p rograms are c o o r d i n a t e d  
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and t h a t  money a p p r o p r i a t e d  by t h e  C o n g r e s s  is s p e n t  
e f f e c t i v e l y  w i t h  t h e  l eas t  poss ib le  o v e r l a p p i n g  and  
d u p l i c a t i o n .  

I n  a d d i t i o n ,  t h e  O F F I C E  OF FEDERAL PROCUREMENT POLICY 
w i t h i n  OMB was c r e a t e d  t o  improve t h e  economy, e f f i c i e n c y  and 
e f f e c t i v e n e s s  of t h e  p rocuremen t  of p r o p e r t y  and s e r v i c e s  by 
a g e n c i e s .  One o f  i ts major f u n c t i o n s  is to  e s t a b l i s h  a 
system of u n i f o r m  and c o o r d i n a t e d  p rocuremen t  policies. 

The DEPARTMENT OF THE TREASURY p r o v i d e s  c e n t r a l i z e d  
f i s c a l  s e r v i c e s  f o r  t h e  Federal Government .  I t  estimates t h e  
Governmen t ' s  f i n a n c i a l  n e e d s ;  r e c e i v e s ,  k e e p s  and d i s b u r s e s  
F e d e r a l  f u n d s ;  and  r e c o r d s  and reports t h i s  f i n a n c i a l  
i n f o r m a t i o n .  Its major f u n c t i o n s  are to:  

- - A c t  as t h e  Government ' s  t r e a s u r e r  and be r e s p o n s i b l e  
for  t h e  Governmen t ' s  c a s h  management p o l i c y  and 
p r o c e d u r e s  . 

- -P rov ide  s e r v i c e s  i n  s u p p o r t  o f  t h e  management of t h e  
p u b l i c  d e b t .  

- -Ac t  as t h e  Governmen t ' s  b a n k e r  f o r  t h e  c o l l e c t i o n  and 
d i s b u r s e m e n t  o f  f u n d s .  

- -Main ta in  a s y s t e m  of c e n t r a l  a c c o u n t i n g  and r e p o r t i n g  
t o  p r o v i d e  a c o n s o l i d a t e d  r e c o r d  o f  t h e  Governmen t ' s  
f i n a n c i a l  t r a n s a c t i o n s .  

- - I s s u e  i n s t r u c t i o n s  on c e n t r a l  a c c o u n t i n g  and report-  
i n g ,  p a y r o l l ,  d i s b u r s i n g ,  and d e p o s i t  r e g u l a t i o n s .  

The GENERAL ACCOUNTING OFFICE is p r i m a r i l y  r e s p o n s i b l e  
for :  

- -Audi t ing .  A u d i t i n g  t h e  p rograms ,  a c t i v i t i e s ,  f i n a n -  
c i a l  t r a n s a c t i o n s ,  and a c c o u n t s  of t h e  F e d e r a l  
Government ,  and r e p o r t i n g  to  t h e  C o n g r e s s  and t h e  
a g e n c i e s  on t h e  r e s u l t s  of a u d i t  work. 

--Fraud P r e v e n t i o n .  P r o v i d i n g  r e s o u r c e s  to  make an 
o v e r a l l  a n a l y s i s  of i d e n t i f i e d  f r a u d u l e n t  or p o t e n -  
t i a l l y  f r a u d u l e n t  practices i n  o r d e r  t o  i d e n t i f y  
c o n t r o l s  and a u d i t  a p p r o a c h e s  d e s i g n e d  to  p r e v e n t  or 
m i n i m i z e  o p p o r t u n i t i e s  t o  commit f r a u d .  

- -Account ing and  F i n a n c i a l  Management. P r e s c r i b i n g  
p r i n c i p l e s ,  s t a n d a r d s ,  and r e l a t e d  r e q u i r e m e n t s  for 
a c c o u n t i n g ;  c o o p e r a t i n g  i n  t h e  deve lopment  and 
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I I 

improvement of agency accounting and financial 
management systems: approving agency accounting 
systems: and reviewing agency accounting systems in 
operation. 

The OFFICE OF PERSONNEL MANAGEMENT (OPM) is chiefly 
responsible for personnel policy for the Federal Government. 
In relationship to financial management, OPM has the follow- 
ing functions : 

--Improving Federal employee and organizational 
productivity. 

--Training of personnel in financial management areas. 

--Reviewing and developing position classification and 
qualification standards for financial jobs. 

The JOINT FINANCIAL MANAGEMENT IMPROVEMENT PROGRAM 
(JFMIP) is a cooperative and joint undertaking of the Office 
of Management and Budget, the General Accounting Office, the 
Department of the Treasury and the Office of Personnel 
Management, working with each other and in cooperation with 
all Government agencies to improve financial management 
practices Government-wide. 

I t s  activities include: 

--Reviewing and coordinating central agencies' 
activities and policy promulgations to avoid possible 
conflict, inconsistency, duplication and confusion. 

--Reviewing the financial management efforts of the 
operating agencies and serving as a catalyst for 
further improvements. 

--Undertaking special projects of a Government-wide 
nature to resolve specific financial problems. 

--Acting as a clearinghouse for sharing and disserninat- 
ing financial management information about good 
financial management techniques and technologies. 

--Providing advisory services in dealing with specific 
financial management problems. 

Suggested Reference: 

Financial Management Functions in the Federal Govern- - ment, Joint Financial Management Improvement Program, 
August 1979.  
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'CHAPTER I11 

BUDGET PREPARATION 

The  budge t  system of t h e  U .  S. Government p r o v i d e s  
t h e  framework w i t h i n  which d e c i s i o n s  on r e s o u r c e  a l l o c a t i o n  
and program management are made i n  r e l a t i o n  to  t h e  r e q u i r e -  
m e n t s  of  t h e  N a t i o n ,  a v a i l a b i l i t y  of F e d e r a l  r e s o u r c e s ,  
e f f e c t i v e  f i n a n c i a l  c o n t r o l  and a c c o u n t a b i l i t y  for  u s e  of  t h e  
r e s o u r c e s .  The b u d g e t  process h a s  f o u r  i n t e r r e l a t e d  p h a s e s :  
( 1 )  E x e c u t i v e  f o r m u l a t i o n  and t r a n s m i t t a l :  ( 2 )  C o n g r e s s i o n a l  
a c t i o n :  ( 3 )  b u d g e t  e x e c u t i o n  and c o n t r o l ;  and ( 4 )  r e v i e w  and 
a u d i t .  The f i r s t  two p h a s e s  w i l l  be d i s c u s s e d  i n  t h i s  
C h a p t e r ,  w h i l e  t h e  o t h e r  p h a s e s  w i l l  be c o v e r e d  i n  l a t e r  
c h a p t e r s  . 

The budge t  sets f o r t h  t h e  P r e s i d e n t ' s  f i n a n c i a l  p l a n  
of o p e r a t i o n  and i n d i c a t e s  h i s  p r i o r i t i e s  f o r  t h e  F e d e r a l  
Government d u r i n g  t h e  coming y e a r .  The P r e s i d e n t ' s  
t r a n s m i t t a l  of h i s  b u d g e t  to  t h e  Congres s  ea r ly  i n  e a c h  
c a l e n d a r  year is t h e  c l i m a x  o f  many months of p l a n n i n g  and 
a n a l y s i s  t h r o u g h o u t  t h e  E x e c u t i v e  Branch.  F o r m u l a t i o n  o f  
t h e  b u d g e t  f o r  a f i s c a l  year b e g i n s  a b o u t  18 months  prior 
t o  t h e  b e g i n n i n g  of t h e  f i s c a l  y e a r  to  which t h e  b u d g e t  
w i l l  p e r t a i n ,  a l t h o u g h  g e n e r a l  g o a l s  are set  ear l ie r .  

E x e c u t i v e  F o r m u l a t i o n  

Dur ing  t h e  period when a b u d g e t  is b e i n g  f o r m u l a t e d  i n  
t h e  E x e c u t i v e  Branch ,  t h e r e  is a c o n t i n u o u s  exchange  of 
i n f o r m a t i o n ,  proposals, e v a l u a t i o n s ,  and p o l i c y  d e c i s i o n s  
among t h e  P r e s i d e n t ,  t h e  O f f i c e  of Management and Budge t  
(OMB) , and t h e  v a r i o u s  Government a g e n c i e s .  I n  t h e  s p r i n g ,  
agency  p rograms  are e v a l u a t e d ,  p o l i c y  i s s u e s  are i d e n t i f i e d ,  
and b u d g e t a r y  p r o j e c t i o n s  are made, g i v i n g  a t t e n t i o n  b o t h  to  
i m p o r t a n t  m o d i f i c a t i o n s  and i n n o v a t i o n s  i n  p rograms  and to  
a l t e r n a t i v e  long- range  program p l a n s .  These b u d g e t a r y  
p r o j e c t i o n s ,  i n c l u d i n g  p r o j e c t i o n s  of e s t i m a t e d  receipts 
p r e p a r e d  by t h e  Depar tmen t  of t h e  T r e a s u r y ,  are t h e n  
p r e s e n t e d  t o  t h e  P r e s i d e n t  fo r  h i s  c o n s i d e r a t i o n ,  and t h e  
major i s s u e s  are d i s c u s s e d .  

A t  a b o u t  t h e  same t i m e ,  t h e  P r e s i d e n t  r e c e i v e s  
p r o j e c t i o n s  o f  t h e  economic  o u t l o o k  t h a t  are p r e p a r e d  
j o i n t l y  by t h e  C o u n c i l  of Economic A d v i s o r s ,  t h e  O f f i c e  
of Management and  Budget  and  t h e  Depar tmen t s  o f  Commerce, 
Labor  and T r e a s u r y .  F o l l o w i n g  a r e v i e w  of t h e s e  projec- 
t i o n s ,  t h e  P r e s i d e n t  e s t a b l i s h e s  g e n e r a l  b u d g e t  and f i s c a l  
po l icy  g u i d e l i n e s  for t h e  f i s c a l  year t h a t  w i l l  b e g i n  a b o u t  
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15 months l a t e r  and f o r  t h e  t w o  y e a r s  beyond. G e n e r a l  p o l i c y  
d i r e c t i o n s  and p l a n n i n g  c e i l i n g s  are t h e n  g i v e n  t o  t h e  
a g e n c i e s  t o  gove rn  t h e  p r e p a r a t i o n  o f  t h e i r  budget  requests. 

I n  t h e  s u m m e r ,  a g e n c i e s  prepare t h e i r  budget  requests  
i n  accor i iance  w i t h  t h e  P r e s i d e n t i a l  p o l i c y  d i r e c t i o n s  and 
p l a n n i n g  c e i l i n g s .  D e t a i l e d  i n s t r u c t i o n s  f o r  a g e n c i e s '  
budge t  r e q u e s t s  are p u b l i s h e d  i n  OMB C i rcu la r  A-11. I n  t h e  
f a l l ,  t h e  O f f i c e  of  Management and Budget r e v i e w s  t h e  budget  
r e q u e s t s  and presents them t o  t h e  P r e s i d e n t  i n  t h e  context of 
o v e r a l l  f i s c a l  p o l i c y  i s s u e s .  The budge t  t h u s  r e f l e c t s  t h e  
P r e s i d e n t ' s  recommendat ions f o r  e x i s t i n g  and proposed  pro- 
grams,  as w e l l  as t o t a l  o u t l a y  and receipt l e v e l s  a p p r o p r i a t e  
t o  t h e  s t a t e  of  t h e  economy. Supp lemen ta l  budget  r e q u e s t s  
and amendments may be s u b m i t t e d  l a t e r  to  c o v e r  u n a n t i c i p a t e d  
needs .  

By law, t h e  P r e s i d e n t  t r a n s m i t s  h i s  budget  t o  t h e  
Congres s  w i t h i n  15 d a y s  a f t e r  t h e  s t a r t  of each  new 
C o n g r e s s i o n a l  s e s s i o n  i n  J a n u a r y .  A l s o ,  t h e  P r e s i d e n t  m u s t  
u p d a t e  t h e  budget  on or b e f o r e  A p r i l  1 0  and a g a i n  by J u l y  15,  
t a k i n g  i n t o  a c c o u n t  newly e n a c t e d  l e g i s l a t i o n ,  t h e  adminis -  
t r a t i o n ' s  l a t e s t  economic a s s u m p t i o n s ,  new recommendat ions 
and r e v i s e d  estimates. The law a lso  requires him to  t r a n s m i t  
c u r r e n t  s e r v i c e s  es t imates  a n n u a l l y .  These estimates r e p r e -  
s e n t  t h e  budget  a u t h o r i t y  and o u t l a y s  r e q u i r e d  to  c o n t i n u e  
e x i s t i n g  programs i n  t h e  f o r t h c o m i n g  f i s c a l  y e a r  w i t h o u t  any  
p o l i c y  changes ,  t h e r e b y  p r o v i d i n g  a base t o  compare program 
i n i t i a t i v e s  a g a i n s t  c u r r e n t  s p e n d i n g  l e v e l s .  

C o n g r e s s i o n a l  A c t i o n  

The Congres s  can  act  to  approve ,  modi fy ,  or d i s a p p r o v e  
t h e  P r e s i d e n t ' s  budget  p r o p o s a l s .  I t  can change f u n d i n g  
l e v e l s ,  e l i m i n a t e  proposals, or add programs n o t  r e q u e s t e d  by 
t h e  P r e s i d e n t .  I t  may a l so  a c t  upon l e g i s l a t i o n  d e t e r m i n i n g  
t a x e s  and o t h e r  means o f  i n c r e a s i n g  or d e c r e a s i n g  receipts. 

The Congres s  f i r s t  e n a c t s  l e g i s l a t i o n  t h a t  a u t h o r i z e s  a n  
agency  to  c a r r y  o u t  a pa r t i cu la r  program and,  i n  some cases, 
i n c l u d e s  g u i d a n c e  on t h e  amount t h a t  s u b s e q u e n t l y  shou ld  be 
a p p r o p r i a t e d  f o r  t h e  program. Many programs are a u t h o r i z e d  
f o r  a s p e c i f i e d  number o f  y e a r s  or i n d e f i n i t e l y ,  w h i l e  o t h e r  
programs r e q u i r e  a n n u a l  a u t h o r i z i n g  l e g i s l a t i o n .  

Budget a u t h o r i t y  is u s u a l l y  p r o v i d e d  i n  a s e p a r a t e ,  
s u b s e q u e n t  a c t i o n .  G e n e r a l l y ,  budget  a u t h o r i t y  becomes 
a v a i l a b l e  e a c h  y e a r  o n l y  as v o t e d  by t h e  Congress .  However, 
i n  a s i g n i f i c a n t  number of  cases, t h e  Congress  h a s  p r o v i d e d  
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permanent  budget  a u t h o r i t y ,  unde r  wh ich  f u n d s  become a v a i l -  
able  a n n u a l l y  w i t h o u t  f u r t h e r  C o n g r e s s i o n a l  a c t i o n .  Most 
t r u s t  fund  a p p r o p r i a t i o n s  are permanent ,  as are a number of 
F e d e r a l  fund  a p p r o p r i a t i o n s ,  s u c h  as t h e  a p p r o p r i a t i o n  to  pay 
i n t e r e s t  on t h e  p u b l i c  debt .  

C o n g r e s s i o n a l  r e v i e w  of  t h e  budget  b e g i n s  when t h e  
P r e s i d e n t  t r a n s m i t s  h i s  budge t  estimates t o  t h e  Congres s .  
Under t h e  procedures e s t a b l i s h e d  by t h e  C o n g r e s s i o n a l  Budget 
A c t ,  t h e  Congress  c o n s i d e r s  budget  t o t a l s  b e f o r e  c o m p l e t i n g  
a c t i o n  on i n d i v i d u a l  a p p r o p r i a t i o n s .  T h e  A c t  requires t h a t  
each s t a n d i n g  committee of  t h e  Congres s  submi t  reports on 
budge t  estimates t o  t h e  House and S e n a t e  Budget Committees by 
March 15;  and t h a t  t h e  C o n g r e s s i o n a l  Budget  O f f i c e  s u b m i t  a 
f i s c a l  report t o  t h e  two Budget  C o m m i t t e e s  by A p r i l  1 .  T h i s  
is f o l l o w e d ,  no l a t e r  t h a n  May 15,  by t h e  a d o p t i o n  of  t h e  
f i r s t  c o n c u r r e n t  budge t  r e s o l u t i o n ,  c o n t a i n i n g  Government- 
wide budge t  t a r g e t s  of  receipts,  budge t  a u t h o r i t y ,  and 
o u t l a y s  i n  t o t a l  and by f u n c t i o n a l  c a t e g o r y .  The budget  
r e s o l u t i o n  g u i d e s  t h e  Congres s  i n  i t s  s u b s e q u e n t  c o n s i d e r a -  
t i o n  o f  a p p r o p r i a t i o n s  and r e v e n u e  measures. 

C o n g r e s s i o n a l  c o n s i d e r a t i o n  of requests for appropria- 
t i o n s  and f o r  changes  i n  r evenue  laws occurs f i r s t  i n  t h e  
House of R e p r e s e n t a t i v e s .  The A p p r o p r i a t i o n s  Committee, 
t h r o u g h  i t s  subcommittees, s t u d i e s  t h e  p r o p o s a l s  for 
a p p r o p r i a t i o n s  and examines  i n  d e t a i l  each a g e n c y ' s  perfor- 
mance. T h e  Ways and Means C o m m i t t e e  r e v i e w s  proposed revenue  
measu res .  Each committee t h e n  recommends t h e  a c t i o n  to  be 
t a k e n  by t h e  House of R e p r e s e n t a t i v e s .  

As t h e  a p p r o p r i a t i o n  and t a x  b i l l s  are approved  by t h e  
House,  t h e y  are fo rwarded  to t h e  S e n a t e ,  where a similar 
r e v i e w  process is followed. I n  case of d i s a g r e e m e n t  between 
t h e  t w o  Houses of  t h e  C o n g r e s s ,  a c o n f e r e n c e  committee 
( c o n s i s t i n g  o f  Members of b o t h  bodies) meets t o  r e s o l v e  t h e  
d i f f e r e n c e s .  The  report  o f  t h e  c o n f e r e n c e  committee is 
r e t u r n e d  to  both Houses fo r  a p p r o v a l .  When t h e  measure  is 
a g r e e d  to ,  f i r s t  i n  t h e  House and t h e n  i n  t h e  S e n a t e ,  it is 
r e a d y  to  be t r a n s m i t t e d  t o  t h e  P r e s i d e n t  i n  t h e  form of an  
e n r o l l e d  b i l l ,  f o r  h i s  a p p r o v a l  or v e t o .  

A f t e r  a c t i o n  has  been completed on a l l  money b i l l s ,  t h e  
Congres s  adopts, by September 15 ,  a second c o n c u r r e n t  
r e s o l u t i o n  c o n t a i n i n g  budge t  c e i l i n g s  c lass i f ied by f u n c t i o n  
f o r  budget  a u t h o r i t y  and o u t l a y s ,  and a floor f o r  budget  
receipts. T h i s  r e s o l u t i o n  may r e t a i n  or r e v i s e  t h e  l e v e l s  
se t  ear l ier  i n  t h e  f irst  c o n c u r r e n t  r e s o l u t i o n  and may 
i n c l u d e  d i r e c t i v e s  t o  t h e  a p p r o p r i a t i o n s  committee and t o  
o t h e r  committees to  recommend changes  i n  new or c a r r y o v e r  
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a u t h o r i t y  or e n t i t l e m e n t s .  S i m i l a r l y ,  t h e  second  r e s o l u t i o n  
may d i rec t  t h e  appropriate committees to  recommend changes  i n  
b u d g e t  receipts  or i n  t h e  s t a t u t o r y  l i m i t  on t h e  p u b l i c  deb t .  
Changes recommended by v a r i o u s  committees p u r s u a n t  to t h e  
s e c o n d  budge t  r e s o l u t i o n  are to  be reported i n  a r e c o n c i l i a -  
t i o n  b i l l  (o r  r e s o l u t i o n ,  i n  some cases) on which t h e  
C o n g r e s s  must complete a c t i o n  by September 25 ,  a f e w  d a y s  
before t h e  new f i s c a l  y e a r  commences on  October 1. 

A f t e r  t h e  C o n g r e s s  completes a c t i o n  on t h e  r e c o n c i l i a -  
t i o n  b i l l  or r e s o l u t i o n ,  it may n o t  c o n s i d e r  any  s p e n d i n g  or 
r e v e n u e  l e g i s l a t i o n  t h a t  would breach any  of  t h e  l e v e l s  
s p e c i f i e d  i n  t h e  second  r e s o l u t i o n .  The C o n g r e s s  c a n n o t  
pass a s u p p l e m e n t a l  a p p r o p r i a t i o n  t h a t  would c a u s e  budge t  
a u t h o r i t y  or s p e n d i n g  t o  rise above ,  or r e d u c e  receipts 
below, t h e  s e c o n d  r e s o l u t i o n ' s  t o t a l s  w i t h o u t  a d o p t i n g  a new 
b u d g e t  r e s o l u t i o n  c h a n g i n g  t h e  l e v e l s  se t  by t h e  s e c o n d  
r e s o l u t i o n .  Once p a s s e d  by t h e  Congress and s i g n e d  by t h e  
P r e s i d e n t ,  t h e  b u d g e t  becomes t h e  f i n a n c i a l  p l a n  for t h e  
o p e r a t i o n s  of each agency  d u r i n g  t h e  f i sca l  year. 

I f  a c t i o n  on a p p r o p r i a t i o n s  is n o t  completed by t h e  
b e g i n n i n g  o f  t h e  f i s c a l  y e a r ,  t h e  C o n g r e s s  may e n a c t  a "con- 
t i n u i n g  r e s o l u t i o n "  t o  p r o v i d e  a u t h o r i t y  for t h e  a f f e c t e d  
a g e n c i e s  to  c o n t i n u e  o p e r a t i o n s  u s u a l l y  u n t i l  t h e i r  r e g u l a r  
a p p r o p r i a t i o n s  are e n a c t e d .  

A d d i t i o n a l  Agency C o n s i , d e r a t i o n s  

T h e  c o n f i d e n t i a l  n a t u r e  o f  a g e n c i e s '  budge t  s u b m i s s i o n s ,  
r e q u e s t s ,  recommendat ions ,  s u p p o r t i n g  materials and s i m i l a r  
communica t ions  s h o u l d  be m a i n t a i n e d .  T h e s e  documents  are an 
i n t e g r a l  p a r t  of t h e  d e c i s i o n m a k i n g  process by which t h e  
P r e s i d e n t  r e s o l v e s  budge t  i s s u e s  and develops recommendat ions  
t o  t h e  Congres s .  T h e r e f o r e ,  b u d g e t a r y  material  s h o u l d  n o t  be 
disclosed i n  any  form prior t o  t r a n s m i t t a l  of the  budge t  by 
t h e  P r e s i d e n t  t o  t h e  Congres s .  The head of each agency  is 
r e s p o n s i b l e  for  p r e v e n t i n g  p r e m a t u r e  d i s c l o s u r e s  of t h i s  
b u d g e t a r y  i n f o r m a t i o n .  

Whi le  t h e  C o n g r e s s i o n a l  committees are d e l i b e r a t i n g  on 
b u d g e t  and related matters, agency  r e p r e s e n t a t i v e s  w i l l  be 
asked t o  t e s t i f y  or o t h e r w i s e  p r o v i d e  b u d g e t a r y  i n f o r m a t i o n .  
Agency r e p r e s e n t a t i v e s  s h o u l d  be f u l l y  aware of  t h e  restric- 
t i o n s  upon communica t ions  t o  i n f l u e n c e  l e g i s l a t i o n  t h a t  are 
n o t  c o n d u c t e d  t h r o u g h  proper c h a n n e l s .  When t e s t i f y i n g  
before any  C o n g r e s s i o n a l  committee or communicat ing w i t h  
members of t h e  Congres s ,  t h e  f o l l o w i n g  policies a p p l y :  
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1 .  W i t n e s s e s  w i l l  g i v e  f r a n k  and complete answers  t o  
a l l  q u e s t i o n s .  

2.  W i t n e s s e s  w i l l  a v o i d  v o l u n t e e r i n g  p e r s o n a l  o p i n i o n s  
t h a t  r e f l e c t  p o s i t i o n s  i n c o n s i s t e n t  w i t h  t h e  program 
o r  a p p r o p r i a t i o n  requests t h e  P r e s i d e n t  h a s  t r a n s -  
m i t t e d  to  t h e  Congres s .  

3 .  I f  s t a t u t o r y  p r o v i s i o n s  e x i s t  f o r  t h e  d i r e c t  sub- 
m i s s i o n  o f  agency  budge t  estimates t o  t h e  Congres s ,  
w i t n e s s e s  w i l l  be p r e p a r e d  t o  e x p l a i n  bo th  t h e  
agency  s u b m i s s i o n  and t h e  request i n  t h e  P r e s i d e n t ' s  
budge t .  

4 .  I n  r e s p o n d i n g  t o  s p e c i f i c  q u e s t i o n s  on program and 
a p p r o p r i a t i o n  r e q u e s t s ,  w i t n e s s e s  w i l l  make clear 
t h e  e x t e n t  to  which t e s t i m o n y  r e f l e c t s  p e r s o n a l  
o p i n i o n ,  and t h a t  such  o p i n i o n  d o e s  n o t  c o n s t i t u t e  a 
P r e s i d e n t i a l  request f o r  i n c r e a s e d  or d e c r e a s e d  
f u n d s .  W i t n e s s e s ,  t y p i c a l l y ,  b e a r  r e s p o n s i b i l i t y  
f o r  t h e  conduc t  of one or a few programs;  whereas ,  
t h e  P r e s i d e n t  must  weigh c a r e f u l l y  a l l  of t h e  needs  
of t h e  Federal  Government,  compare them a g a i n s t  each 
o t h e r  and a g a i n s t  t h e  r e v e n u e s  a v a i l a b l e  to  meet 
s u c h  needs .  Where appropriate,  w i t n e s s e s  s h o u l d  
c a l l  a t t e n t i o n  t o  t h i s  d i f f e r e n c e  i n  scope o f  
r e s p o n s i b i l i t y  between them and t h e  P r e s i d e n t  . 

5 .  Where t h e r e  is a request f o r  a w r i t t e n  s u b m i s s i o n  
t h a t  w i l l  i n v o l v e  a s t a t e m e n t  o f  o p i n i o n  r e l a t i n g  to 
program and a p p r o p r i a t i o n  r e q u e s t s ,  w i t n e s s e s  w i l l  
a r r a n g e  f o r  r e p l y  t o  be p r o v i d e d  t h r o u g h  t h e  head of  
t h e  agency.  

6. Agency r e p r e s e n t a t i v e s  s h o u l d  be c a r e f u l  t h a t  t h e i r  
communicat ions are n o t  p e r c e i v e d  to  be an estimate 
or r e q u e s t  f o r  an a p p r o p r i a t i o n ,  or an i n c r e a s e  
t h e r e o f .  Agency r e p r e s e n t a t i v e s  are e x p e c t e d  t o  
s u p p o r t  t h e  P r e s i d e n t ' s  b u d g e t a r y  d e c i s i o n s  and seek 
a d j u s t m e n t s  t o  t h o s e  d e c i s i o n s  t h r o u g h  e s t a b l i s h e d  
p r o c e d u r e s  f o r  budget  amendments or s u p p l e m e n t a l  
a p p r o p r i a t i o n  requests, i f  t h e  agency  head d e t e r -  
mines  such  a c t i o n  to  be n e c e s s a r y .  The p r o h i b i t i o n  
a g a i n s t  s u b m i s s i o n s  by a g e n c i e s  t o  t h e  Congres s  o f  
estimates or r e q u e s t s  f o r  a p p r o p r i a t i o n s  w i t h o u t  t h e  
a p p r o v a l  of  t h e  P r e s i d e n t  or request of  e i t h e r  House  
o f  t h e  Congres s  appl ies  t o  changes  i n  a p p r o p r i a t i o n  
l anguage  and t o  changes  i n  t h e  l i m i t a t i o n s  recom- 
mended i n  t h e  budget .  When an agency  desires t o  
propose such  changes ,  w r i t t e n  r e q u e s t s  w i l l  be 
p r e s e n t e d  to  t h e  O f f i c e  of  Management and Budget .  
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The f o l l o w i n g  q u e s t i o n s  may be  u s e f u l  i n  r e v i e w i n g  t h e  
b u d g e t  p r e p a r a t i o n  process i n  your  agency.  

1 .  

2 .  

3 .  

4 .  

5. 

6. 

7 .  

8 .  

9. 

10.  

1 1 .  

12 .  

D o  w e  have f o r m a l i z e d  i n t e r n a l  p r o c e d u r e s  to  prepare 
our budge t  s u b m i s s i o n  t o  t h e  O f f i c e  of Management 
and Budget c o n s i s t e n t  w i t h  P r e s i d e n t i a l  policies and 
OMB g u i d e l i e s ?  

What are t h e  key  e v e n t s  i n  o u r  i n t e r n a l  budget  
process and when do  t h e y  occur? Do w e  have a d e q u a t e  
c o n t r o l s  to  a s s u r e  t h a t  t h e s e  e v e n t s  occur t i m e l y ?  

What is my role  and r e s p o n s i b i l i t y  i n  t h e  budge t  
process? H o w  much of my personal time w i l l  be 
r e q u i r e d ?  

H o w  do w e  e s t a b l i s h  t h e  o v e r a l l  budget  s t r a t e g y  i n  
term of g o a l s  and o b j e c t i v e s ?  How do w e  s u r f a c e  
programs t h a t  s h o u l d  be c u r t a i l e d  or e l i m i n a t e d ?  

Who h a s  t h e  f i n a l  word f o r  t h e  budget  d e c i s i o n  i n  
t h i s  d e p a r t m e n t  ( a g e n c y ) ?  H o w  do w e  i n c l u d e  t h e  
S e c r e t a r y ' s  ( A d m i n i s t r a t o r ' s )  policies i n t o  t h e  
b u d g e t ?  D o  w e  have a budget  p o l i c y  committee? 

H o w  f a r  down t h e  o r g a n i z a t i o n  do  w e  p e n e t r a t e  t o  
f l u s h  o u t  budget  c o n s i d e r a t i o n s ?  Is t h i s  l e v e l  
r ea l i s t ic?  

A r e  t h e  p r e s e n t  a c c o u n t i n g  s y s t e m s  a d e q u a t e  t o  meet 
t h e  needs  of  budge t  f o r m u l a t i o n ?  I f  n o t ,  what 
improvements  are n e c e s s a r y ?  

D o  w e  make u s e  of  a v a i l a b l e  computers  to  make "what- 
i f "  a n a l y s e s  i n  d e t e r m i n i n g  f i n a n c i a l  consequences  
when a number of a l t e r n a t i v e s  are b e i n g  c o n s i d e r e d ?  

A r e  w e  a d e q u a t e l y  s t a f f e d  t o  meet OMB's day-to-day 
demands i n  t h e  f i n a l  p h a s e  of  t h e  budge t  p r e p a r a -  
t i o n ?  

What is t h e  budget  appeal process to t h e  Director of 
OMB? To t h e  P r e s i d e n t ?  

What major k i n d s  of  problems i n  t h e  i n t e r n a l  budget  
process d i d  w e  e x p e r i e n c e  i n  t h e  pas t?  Have t h e y  
been  r e s o l v e d ?  I f  n o t ,  what can w e  do? 

What a u t h o r i z i n g  and a p p r o p r i a t i o n  commit tees and 
subcommi t t ees  i n  t h e  Congres s  are r e s p o n s i b l e  f o r  
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13 .  

our programs and appropriations? Who prepares 
and who presents the testimonies before the 
Congressional committees? H o w  do we insure that 
testimonies are consistent with Presidential 
policies? 

What kind of legislative restrictions do we normally 
have on the appropriations? How much, if any, 
flexibility do we have in transferring funds among 
programs within an appropriation (reprogramming)? 
How much, if any, flexibility do we have in trans- 
ferring funds among appropriations (appropriation 
transfer)? 

Suggested References: 

Budget of the United States Government, Fiscal Year 

"Preparation and Submission of Budget Estimates, 

- 1982, Office of Management and Budget. 

Circular A-11, OMB, June 3, 1980. 

"Responsibilities for Disclosure with Respect to the 
Budget", Circular A-10, OMB, November 12, 1976. 
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CHAPTER IV. 

ADMINISTRATIVE CONTROL OF FUNDS 

As discussed in the previous chapter, the President, 
with input from the operating departments and agencies, 
submits a budget to the Congress each year. The Congress, 
in turn, passes legislation so that each agency will have 
fund authorizations (appropriations, contract authority, 
etc.) to "spend" to accomplish its mission. Once the 
President signs the legislation, the Treasury Department 
prepares an appropriations warrant authorizing the amounts 
to be charged to each fund account (appropriation symbol ) 

However, the total amount of funds is not made available 
for the agency's use until the Director of the Office of 
Management and Budget apportions the funds to that agency. 
Apportionment action consists of dividing the total available 
funds into specific amounts for portions of the fiscal year 
(usually quarters) or for particular projects or activities. 
After the apportionments are received from OMB, agencies have 
internal procedures through which funds are controlled and 
distributed among agency components. 

Section 3679 of the Revised Statutes, as amended (31  
U . S . C .  665), known as the Antideficiency Act, prohibits any 
officer or employee of the United States from making or 
authorizing obligations or expenditures under any appropria- 
tion or fund in excess of the amount available. Obligations 
are formal reservations of funds for orders placed, contracts 
awarded or services to be rendered. 

Any Government employee who violates this law will be 
subject to appropriate administrative discipline, including, 
when circumstances warrant, suspension from duty without pay 
or removal from office. Penalties for those who knowingly 
and willfully violate the law include, upon conviction, fines 
up to $5000 or imprisonment for not more than two years, or 
both, 

The Antidef iciency Act also requires each agency head 
to prescribe by regulation a system for administratively 
controlling funds to: 

--Restrict obligations or disbursements for each 
appropriation to the amount available. 

--Enable the agency head to fix responsibility for the 
creation of any obligation or the making of any 
disbursement in excess of the amount available. 
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- -Provide  for  t h e  immediate r e p o r t i n g  of v i o l a t i o n s  
t h r o u g h  t h e  Director o f  t h e  O f f i c e  of Management and 
Budget  t o  t h e  P r e s i d e n t  and t h e  Congres s .  

A g e n c i e s '  a d m i n i s t r a t i v e  fund  c o n t r o l  r e g u l a t i o n s  m u s t  be 
approved  by OMB 

T h e  Impoundment C o n t r o l  A c t  o f  1974  p r o v i d e s  t h a t  t h e  
E x e c u t i v e  Branch ,  i n  r e g u l a t i n g  t h e  rate of s p e n d i n g ,  mus t  
report t o  t h e  C o n g r e s s  any  defer ra l s  or proposed r e s c i s s i o n s  
o f  b u d g e t  a u t h o r i t y - - t h a t  is, any  e f f o r t  t h r o u g h  a d m i n i s t r a -  
t i v e  a c t i o n  to  p o s t p o n e  or e l i m i n a t e  s p e n d i n g  a u t h o r i z e d  by 
l a w .  Deferrals,  which  are  t e m p o r a r y  w i t h h o l d i n g s  of b u d g e t  
a u t h o r i t y ,  c a n n o t  e x t e n d  beyond t h e  end o f  t h e  f i s c a l  year ,  
and may be o v e r t u r n e d  by e i t h e r  House of t h e  Congres s  a t  any  
t i m e .  R e s c i s s i o n s ,  which  p e r m a n e n t l y  c a n c e l  e x i s t i n g  budge t  
a u t h o r i t y ,  must  be e n a c t e d  by t h e  f u l l  Congres s .  I f  t h e  
C o n g r e s s  does n o t  a p p r o v e  a proposed r e s c i s s i o n  by t h e  
P r e s i d e n t  w i t h i n  4 5  c a l e n d a r  d a y s  o f  c o n t i n u o u s  s e s s i o n ,  t h e  
f u n d s  must  be made a v a i l a b l e  f o r  o b l i g a t i o n .  A g e n c i e s  s h o u l d  
h a v e  i n t e r n a l  p r o c e d u r e s  for  r e p o r t i n g  de fe r r a l s  and proposed 
r e s c i s s i o n s  to t h e  O f f i c e  of Management and Budget  i n  
a c c o r d a n c e  w i t h  OMB g u i d e l i n e s .  

Also, i f  t h e  C o n g r e s s  f a i l s  to  e n a c t  budge t  a u t h o r i t y  or 
c o n t i n u i n g  r e s o l u t i o n s  i n  time, pol icy  g u i d a n c e  i s s u e d  by t h e  
Off ice  of Management and Budget  s h o u l d  be followed. T h i s  
i n c l u d e s  t h e  f o l l o w i n g  policies: 

--In t h e  a b s e n c e  of new a p p r o p r i a t i o n s ,  Federal  o f f icers  
may i n c u r  no o b l i g a t i o n s  t h a t  c a n n o t  l a w f u l l y  be 
funded  from prior a p p r o p r i a t i o n s  u n l e s s  s u c h  
o b l i g a t i o n s  are otherwise a u t h o r i z e d  by law; 

--Under a u t h o r i t y  of t h e  A n t i d e f i c i e n c y  A c t ,  Federal 
o f f i c e r s  may i n c u r  o b l i g a t i o n s  as n e c e s s a r y  for  
o rde r ly  t e r m i n a t i o n  of an a g e n c y ' s  f u n c t i o n s ,  b u t  no 
f u n d s  may be d i s b u r s e d .  

S p e c i f i c  g u i d a n c e  on r e a l l o c a t i o n  of f u n d s  prior t o  shutdown,  
o r d e r l y  shutdown a c t i v i t i e s ,  and r e q u i r e m e n t s  for  a g e n c y  
p l a n s  for shutdown were p r o v i d e d  i n  OMB B u l l e t i n  80-14.  

The f o l l o w i n g  q u e s t i o n s  may be u s e f u l  i n  d e t e r m i n i n g  t h e  
q u a l i t y  of t h e  fund  c o n t r o l  s y s t e m  i n  y o u r  o r g a n i z a t i o n  and 
whe the r  t h i s  system has been  approved  by OMB. 

1. Has t h e  a g e n c y ' s  fund  c o n t r o l  r e g u l a t i o n  been 
approved  r e c e n t l y  by OMB? I f  n o t ,  what is t h e  
s t a t u s ,  and what are w e  d o i n g  to  e x p e d i t e  O M B ' s  
r e v i e w  and a p p r o v a l ?  
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2. 

3. 

4. 

5. 

6. 

7. 

a. 

9.  

D o  w e  have  any major problems i n  o b t a i n i n g  a p p r o v a l  
f rom OMB? I f  so, what c a n  I do t o  assist? 

D o  w e  have p l a n s  to  r e v i e w  and u p d a t e  r e g u l a r l y  t h e  
fund c o n t r o l  r e g u l a t i o n ?  If  so, are t h e  p l a n s  
adequate? I f  n o t ,  what are w e  do ing  t o  r e c t i f y  t h e  
s i t u a t i o n ?  

Have w e  r e p o r t e d  any  v i o l a t i o n  o f  S e c t i o n  3679 of 
t h e  Rev i sed  S t a t u t e s  ( o v e r o b l i g a t i o n s  or o v e r -  
e x p e n d i t u r e s )  i n  t h e  past  two y e a r s ?  If so, what 
were t h e y  and why d i d  t h e y  happen? What c o r r e c t i v e  
a c t i o n s  have been t a k e n  t o  a s s u r e  t h a t  t h i s  d o e s  no t  
reoccur? 

Is our fund c o n t r o l  system f u l l y  i n t e g r a t e d  w i t h  t h e  
a c c o u n t i n g  s y s t e m s  t o  p r o v i d e  complete, a c c u r a t e  and 
t i m e l y  i n f o r m a t i o n  on fund s t a t u s ?  

A r e  t h e  a d m i n i s t r a t i v e  c o n t r o l s  o v e r  f u n d s  e s t a b -  
l i s h e d  a t  t h e  h i g h e s t  p rac t ica l  l e v e l ?  D o  w e  need 
to  d e l e g a t e  t h e  r e s p o n s i b i l i t y  f o r  c o n t r o l  to a 
lower o p e r a t i n g  l e v e l  i n  order make t h e  c o n t r o l  
f u n c t i o n  more m e a n i n g f u l ?  

A r e  a l l  managers ,  f i n a n c i a l  as w e l l  as program and 
l i n e  managers ,  aware of  t h e  fund  c o n t r o l  r e g u l a t i o n s  
and do t h e y  know t h e i r  r e s p o n s i b i l i t i e s ?  

D o  w e  have a s y s t e m a t i c  way t o  report d e f e r r a l s  or 
proposed r e s c i s s i o n s  t o  t h e  O f f  ice of Management and 
Budget i n  a c c o r d a n c e  w i t h  OMB g u i d e l i n e s ?  

D o  w e  have  i n t e r n a l  p l a n s  and procedures t o  f o l l o w  
when t h e  Congres s  f a i l s  t o  e n a c t  budget  a u t h o r i t y  o r  
c o n t i n u i n g  r e s o l u t i o n  on time? 

S u g g e s t e d  R e f e r e n c e s :  

"Impoundment C o n t r o l  A c t  o f  1974,"  B u l l e t i n  75-15, OMB, 
May 1 6 ,  1975. 

" I n s t r u c t i o n s  on Budget Execu t ion , "  C i r c u l a r  A-34, OMB, 
1976. 

"OMB G u i d e l i n e s  For A d m i n i s t r a t i v e  C o n t r o l  of Funds 
R e g u l a t i o n , "  A C h e c k l i s t  f o r  N e w  Agenc ie s  D e s i g n i n g  and 
Implement ing  F i n a n c i a l  Management Sys tems,  J o i n t  F i n a n c i a l  
Management Improvement Program, F e b r u a r y  1979. 
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"Preparation and Submiss'ion of Budget Estimates ,I1 Circular 
A-11, OMB, June 3, 1980. 

"Shutdown of Agency Operations upon Failure by the Congress 
to Enact Appropriations," Bulletin 80-14, OMB, August-28, 
1980. 
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CHAPTER V 

ACCOUNTING SYSTEMS 

The Comptroller General of the United States, in 
consultation with the Director of the Office of Management 
and Budget, is required by the Budget and Accounting Pro- 
cedures Act of 1950 to prescribe the principles and standards 
and related requirements for accounting to be observed by 
each executive agency. The head of each executive agency 
is responsible for establishing and maintaining systems of 
accounting and internal control, which conform to the 
principles, standards and related requirements prescribed by 
the Comptroller General. The Act also requires that these 
systems be approved by the Comptroller General. 

Accordingly, in designing accounting systems, agency 
heads should comply fully with the Comptroller General’s 
principles, standards, and related requirements and other 
legislative requirements. In addition, the accounting 
systems should be designed to meet all internal (agency) and 
external (Treasury, OMB, Congress, etc.) needs for cost and 
other financial data. This data will be used for planning, 
programming, budgeting, controlling, reporting of agency 
operations, and auditing. The accounting systems should 
provide not only a basis for control over funds, property, 
and other assets, but also an accurate and reliable basis for 
developing and reporting cost and performance data by major 
organizational segment, budget activity, and program 
structure. 

Before embarking on major systems developmental work, 
each agency should develop an overall plan for a financial 
management system which will satisfy the requirements of its 
management, applicable laws and regulations, and the account- 
ing principles and standards prescribed by the  Comptroller 
General. Such a plan serves as the framework to insure 
adherence to established objectives and compatibility of 
results, and prevent extensive revision to policies and 
procedures . 

As systems developmental work progresses, each agency 
should request approval of the accounting systems from the 
Comptroller General in two stages: 

--Agency statements of principles and standards estab- 
lished to govern agency accounting systems, and 

--The accounting systems designs. 
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T h e  Genera l  Accounting O ' f f ice  is also r e s p o n s i b l e  f o r  t h e  
rev iewing  of accoun t ing  sys tems i n  o p e r a t i o n .  

The head of each e x e c u t i v e  agency is r e s p o n s i b l e  f o r  
c o n t i n u o u s l y  b r i n g i n g  about  n e c e s s a r y  improvements i n  t h e  
accoun t ing  sys tems w i t h i n  t h e  agency. The fo l lowing  
q u e s t i o n s  may be u s e f u l  i n  de t e rmin ing  t h e  s t a t u s  and t h e  
g e n e r a l  

1 .  

2.  

. 3 .  

4. 

5. 

6. 

7 .  

q u a l i t y  of t h e  agency ' s  accoun t ing  systems.  

How many accoun t ing  sys tems does t h i s  agency have 
t h a t  are subjec t  to  t h e  General Accounting Off ice 
rev iew and approva l?  

Have t h e  p r i n c i p l e s  and s t a n d a r d s  f o r  t h e s e  
accoun t ing  sys tems been approved by GAO? For  those 
a c c o u n t i n g  sys tems t h a t  GAO h a s  n o t  approved,  what 
is t h e  s t a t u s  and what are w e  doing to  e x p e d i t e  
GAO's  rev iew and approva l?  D o  w e  have any major 
problems i n  o b t a i n i n g  GAO approva l?  I f  so, what  can 
I do t o  assist? 

H o w  many accoun t ing  system d e s i g n s  have been 
approved by GAO? F o r  those accoun t ing  sys t ems  
t h a t  GAO approved,  what are t h e  s t a t u s  and t h e  p l a n s  
towards o b t a i n i n g  G A O ' s  app rova l?  A r e  adequa te  
resources a v a i l a b l e  to  meet t h e  planned s c h e d u l e s ?  
D o  w e  have any major problems i n  o b t a i n i n g  GAO 
approva l?  I f  so, what can I do t o  assist? 

A r e  t h e  p r e s e n t  accoun t ing  sys tems f u l l y  r e s p o n s i v e  
t o  t h e  r e p o r t i n g  requirements of t h e  Treasury, OMB, 
and t h e  Congress? I f  no t ,  what are w e  doing to make 
t h e  sys tems more r e s p o n s i v e ?  

D o  t h e  p r e s e n t  accoun t ing  sys tems f u l l y  meet t h e  
needs  of i n t e r n a l  management as i d e n t i f i e d  i n  o u r  
o v e r a l l  p l a n  f o r  f i n a n c i a l  management sys tems?  I f  
n o t ,  what  are w e  do ing  to  meet them? 

D o  w e  have adequa te  ADP resources t o  perform t h e  
n e c e s s a r y  automated accoun t ing  and f i n a n c i a l  manage- 
ment  f u n c t i o n s ?  

A r e  there any r e c e n t  a u d i t  or o t h e r  r e p o r t s  t h a t  
recommended improvements to o u r  accoun t ing  sys tems?  
What a r e  our p l a n s  and t i m e  s c h e d u l e s  f o r  implement- 
i ng  them? 
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,CHAPTER VI 

FINANCIAL REPORTING 

Today's top Federal executives and managers are more 
dependent than ever on complete, accurate and timely 
financial data to manage their operations efficiently and 
effectively. With the present data processing technology, an 
inordinate volume of data is processed each day. Financial 
reports must be prepared for top executives and managers when 
they are needed and in a format that is readily understand- 
able and useful. 

Financial reports are prepared and used as follows: 

1. 

2. 

3 .  

The 

For control--to show that the agency is staying 
within Congressional and other spending limits , to 
show that receivables and payables are periodically 
aged for proper disposition, to assure financial 
control over inventory and other property, etc. 

For review of operations--to analyze cost and 
performance data for evaluating efficiency (and 
effectiveness) of operating activities, to assure 
that operations are meeting the established . 
objectives, to insure continued improvements in 
productivity, etc. 

For meeting external requirements--to submit reports 
required by the Congress, the President and the 
central financial management agencies. Frequently 
these reports are also useful for agency control and 
review purposes as well. 

financial reports should be tailored to the specific 
needs and use of executives and managers at different- levels. 
For top executives, a summary or aggregate report may suf- 
fice, while operating managers may require detailed reports 
by program, function, activity and subactivity. Frequency 
of the reports must also be given due consideration. Many 
agencies are obtaining systems with the capability to 
automatically query the computer data bank by using remote 
terminals. This enables managers to obtain the information 
when they need it, rather than having to wait for the weekly, 
monthly, or quarterly reports. 

The following questions should stimulate improvements in 
financial reporting. 
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Assur ing  p r o p e r  c o n t r o l s  

1 .  D o  managers r e c e i v e  accurate, complete ,  and t i m e l y  
r e p o r t s  on funds  a u t h o r i z e d ,  funds  s p e n t ,  and funds  
s t i l l  a v a i l a b l e ?  A r e  r e p o r t s  p repa red  on aging of 
accoun t s  r e c e i v a b l e  and payab le  and on s i g n i f i c a n t  
f l u c t u a t i o n s  of i n v e n t o r i e s  and other c a t e g o r i e s  of 
p r o p e r t y ?  

I -  

2.  D o  these r e p o r t s  p r o p e r l y  and a d e q u a t e l y  p rov ide  f o r  
n a r r a t i v e  a n a l y s e s  and sugges ted  ac t ions  or d e c i -  
s i o n s  t o  be made by managers? 

3 .  Are r e p o r t s  w i th  d i f f e r e n t  d e g r e e s  of d e t a i l s  
p repa red  to  meet t h e  needs  of d i f f e r e n t  l e v e l s  of 
management h e i r a r c h y ?  Is t h e  f requency  of r e p o r t i n g  
t a i l o r e d  t o  t h e  r equ i r emen t s  of t h e s e  d i f f e r e n t  
l e v e l s ?  

Reviewing O p e r a t i o n s  

1 .  D o  t h e  r e p o r t s  p r o v i d e  f o r  a c c u r a t e ,  complete  and 
t i m e l y  cost and performance in fo rma t ion  by programs, 
f u n c t i o n s ,  a c t i v i t i e s  and s u b a c t i v i t i e s ?  A r e  a c t u a l  
costs and performance compared w i t h  budgeted cost 
and performance d a t a ?  Where a p p r o p r i a t e ,  are u n i t  
costs computed and compared w i t h  budgeted u n i t  
c o s t s ?  I f  n o t ,  wha t  a r e  o u r  p l a n s  to  do so i n  t h e  
f u t u r e ?  

2.  D o  these reports p r o p e r l y  and a d e q u a t e l y  h i g h l i g h t  
good and poor  performance and p r o v i d e  for n a r r a t i v e  
a n a l y s e s  and sugges t ed  act ions or d e c i s i o n s  to  be 
made by managers? 

3 .  A r e  r e p o r t s  w i th  d i f f e r e n t  d e g r e e s  of d e t a i l s  pre-  
pared  to  meet t h e  needs of d i f f e r e n t  l e v e l s  of 
management h i e r a r c h y ?  Is t h e  f requency  of r e p o r t i n g  
t a i l o r e d  t o  t h e  r equ i r emen t s  of d i f f e r e n t  l e v e l s ?  

4 .  D o  w e  have a sys tem t h a t  h o l d s  managers accoun tab le  
f o r  a v o i d a b l e  e x c e s s i v e  costs and i n e f f i c i e n c y ?  
A r e  managers rewarded f o r  t h e i r  cost s a v i n g s  and 
e f f i c i e n c y ?  

5. What t y p e  of i n c e n t i v e s  are used to  c o n t r o l  costs and 
improve e f f i c i e n c y ?  Can w e  do more i n  t h i s  a r e a ?  
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E x t e r n a l  R e p o r t i n g  

1. 

2. 

3 .  

4 .  

General 

1.  

2. 

D o  w e  h a v e  proper c o n t r o l s  t o  a s s u r e  t h a t  e x t e r n a l  
reports are s u b m i t t e d  on t i m e ?  

Is t h e  i n f o r m a t i o n  on e x t e r n a l  reports i n  ag reemen t  
w i t h  and c o m p a t i b l e  w i t h  t h e  i n t e r n a l  reports? I f  
n o t ,  d o  w e  r e c o n c i l e  t h e  d i f f e r e n c e s  i n  a t i m e l y  
manner and correct any  d i s c r e p a n c i e s ?  

Have w e  r e c e i v e d ,  from t h e  r e c i p i e n t s  o f  o u r  
reports, any  c o m p l a i n t s  or r e p e t i t i v e  i n q u i r i e s  
c o n c e r n i n g  o u r  reports? What are t h e y  and what are 
w e  d o i n g  t o  a v o i d  them i n  t h e  f u t u r e ?  

S i n c e  w e  use c o n s i d e r a b l e  r e s o u r c e s  to prepare 
e x t e r n a l  reports,  do w e  u s e  them, as appropriate ,  t o  
r e v i e w  and e v a l u a t e  o u r  own o p e r a t i o n s ?  

A r e  w e  l o o k i n g  i n t o  t h e  f e a s i b i l i t y  of i n s t a l l i n g  
remote t e r m i n a l s  so manage r s  can  access d a t a  when 
and i n  t h e  form t h e y  want them? What t y p e s  and how 
many of  t h e  r e c u r r i n g  hard-copy reports can be 
e l i m i n a t e d  by t h e  u s e  of s u c h  t e r m i n a l s ?  

D o  w e  p e r i o d i c a l l y  a u d i t  or r e v i e w  t h e  d i f f e r e n t  
types  of reports or da t a  t h a t  a r e  available? Have 
w e  made t h e  n e c e s s a r y  c h a n g e s  t o  t h e  reports and t h e  
da ta  t o  better s e r v e  t h e  managers?  Are w e  p l a n n i n g  
to  r e v i e w  c u r r e n t  reports and e l i m i n a t e  t h o s e  which  
are n o t  needed?  

S u g g e s t e d  R e f e r e n c e s :  

F e d e r a l  F , i n a n c i a l  T r a n s a c t i o n s ,  Depar tment  of t h e  T r e a s u r y ,  
J u n e  1980. 

Managers:  A r e  You Looking  F o r  More Mean ingfu l  F i n a n c i a l  
Reports?, J o i n t  F i n a n c i a l  Management Improvement P rogram,  
Augus t  1980. 

Managers ,  Your A c c o u n t i n g  Sys t em Can D o  a L o t  f o r  You, 
G e n e r a l  A c c o u n t i n g  O f f i c e ,  1979. 

P o l i c y  and P r o c e d u r e s  Manual for Guidance  of F e d e r a l  
A g e n c i e s ,  T i t l e  2 ,  G e n e r a l  A c c o u n t i n g  O f f i c e ,  1978. 
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Treasury Fiscal Requirements Manual for Guidance of Depart- 
ments and Agencies, Volume I, Part 2, Department of the 
Treasury. 
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CHAPTER V I 1  

INTERNAL CONTROL 

I n t e r n a l  c o n t r o l  c o n s i s t s  of i n t e r n a l  a c c o u n t i n g  
c o n t r o l s  and i n t e r n a l  a d m i n i s t r a t i v e  c o n t r o l s .  I n t e r n a l  
a c c o u n t i n g  c o n t r o l s  e s t a b l i s h  a framework which is i n t e n d e d  
t o  p r o v i d e  a s s u r a n c e s  to  managers  t h a t  assets are r e a s o n a b l y  
s a f e g u a r d e d ,  and f i n a n c i a l  t r a n s a c t i o n s  are e x e c u t e d  as 
a u t h o r i z e d  and p r o p e r l y  recorded. I n t e r n a l  a d m i n i s t r a t i v e  
c o n t r o l s  are  d e s i g n e d  to p r o v i d e  a c o n t r o l  s t r u c t u r e  to  carry 
o u t  o t h e r  o r g a n i z a t i o n a l  objectives such  as p l a n n i n g ,  pro- 
d u c t i v i t y ,  p rogrammat ic  q u a l i t y ,  economy, e f f i c i e n c y  and 
e f f e c t i v e n e s s .  

The G e n e r a l  Accoun t ing  O f f i c e  d e f i n e s  i n t e r n a l  c o n t r o l  
as: "The p l a n  of o r g a n i z a t i o n  and a l l  t h e  c o o r d i n a t e  methods 
and measu res  adopted to  s a f e g u a r d  assets ,  check t h e  a c c u r a c y  
and r e l i a b i l i t y  o f  a c c o u n t i n g  d a t a ,  ( a c c o u n t i n g  c o n t r o l s ) ,  
p romote  o p e r a t i o n a l  e f f i c i e n c y ,  and e n c o u r a g e  a d h e r e n c e  to  
prescribed m a n a g e r i a l  po l i c i e s  ( a d m i n i s t r a t i v e  c o n t r o l s ) . "  

What c o n s t i t u t e s  an e f fec t ive  c o n t r o l  system may v a r y  
w i t h  c i r c u m s t a n c e s .  Top Government managers  are r e s p o n s i b l e  
f o r  a d e q u a t e  i n t e r n a l  c o n t r o l s  i n  t h e i r  a g e n c i e s .  They 
s h o u l d  e s t a b l i s h  an env i ronmen t  t h a t  creates t h e  appropriate  
c o n t r o l  awareness ,  a t t i t u d e  and d i s c i p l i n e .  Each c o n t r o l  
sys t em s h o u l d  be d e s i g n e d  t o  f i t  t h e  o r g a n i z a t i o n  and i t s  
o p e r a t i n g  p h i l o s o p h y ,  to  f o c u s  on areas of i n h e r e n t  r i s k  and 
t o  a c h i e v e  a t h o u g h t f u l  b a l a n c e  between c o n t r o l  costs and 
b e n e f i t s .  An e f f e c t i v e  c o n t r o l  sys t em should:  

--Promote e f f i c i e n c y  and economy of o p e r a t i o n s ;  

- -Restr ic t  o b l i g a t i o n s  and costs w i t h i n  t h e  l i m i t s  of 
C o n g r e s s i o n a l  a p p r o p r  i a t  i o n s  and other  a u t h o r  i z a t  ions 
and r e s t r i c t i o n s ;  

- -Safeguard assets a g a i n s t  f r a u d ,  waste and abuse:  

- - I n s u r e  t h a t  a l l  r e v e n u e s  appl icable  to  agency  assets 
or o p e r a t i o n s  are collected and accoun ted  f o r ;  and 

--Assure t h e  a c c u r a c y  and r e l i a b i l i t y  of f i n a n c i a l  and 
o ther  reports. 

The  f o l l o w i n g  q u e s t i o n s  s h o u l d  i n f o r m  t h e  manager as to 
t h e  c o n d i t i o n  of i n t e r n a l  c o n t r o l s  i n  an agency .  
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I -  

1 .  

2. 

3 .  

4. 

5. 

6. 

D o  w e  have  an overa l l  agency  p l a n  f o r  i n t e r n a l  
c o n t r o l  t h a t  creates t h e  appropriate c o n t r o l  aware- 
n e s s ,  a t t i t u d e  and d i s c i p l i n e  and t h a t  e s t a b l i s h e s  
i n t e r n a l  c o n t r o l  po l ic ies  and p r o c e d u r e s ?  I f  n o t ,  
what are w e  d o i n g  to  d e v e l o p  one?  

H o w  do w e  a s s u r e  o u r s e l v e s  t h a t  managers  a t  a l l  
l e v e l s  are aware of t h e i r  r e s p o n s i b i l i t y  for 
implemen t ing  and employing  a d e q u a t e  i n t e r n a l  
c o n t r o l s ?  

D o  w e  s y s t e m a t i c a l l y  r e v i e w  and e v a l u a t e  o u r  
i n t e r n a l  c o n t r o l s  on a r e g u l a r  basis,  especial ly  i n  
t h e  " h i g h  r i s k "  areas? Is t h e  f r e q u e n c y  of t h e  
r e v i e w  a d e q u a t e ?  

A r e  t h e r e  any  r e c e n t  a u d i t  or review reports t h a t  
d i s c l o s e d  w e a k n e s s e s  i n  i n t e r n a l  c o n t r o l s ?  What a re  
o u r  p l a n s  and time s c h e d u l e s  for c o r r e c t i n g  them? 

D o  w e  have a d e q u a t e  r e s o u r c e s  t o  implement  d e s i r a b l e  
i n t e r n a l  c o n t r o l  p r o c e d u r e s ,  espec ia l ly  i n  t h e  " h i g h  
r i s k "  areas? 

What are t h e  p rob lem areas i n  i n t e r n a l  c o n t r o l s  t h a t  
r e q u i r e  h i g h  l e v e l  a t t e n t i o n  or d e c i s i o n ?  

S u g g e s t e d  R e f e r e n c e s :  

A u d i t  Gu ide  f o r  R e l i a b i l i t y  Assessmen t  o f  C o n t r o l s  i n  
Compute r i zed  Sys t ems ,  G e n e r a l  Accoun t ing  O f f i c e ,  1978'. 

E x e c u t i v e  R e p o r t i n g  on  I n t e r n a l  C o n t r o l s  i n  Government ,  
G e n e r a l  A c c o u n t i n g  O f f i c e ,  1980. 

I n t e r n a l  A ,ud i t ing  i n  F e d e r a l  A q e n c i e s :  Basic P r i n c i p l e s ,  
S t a n d a r d  and C o n c e p t s ,  G e n e r a l  A c c o u n t i n g  O f f i c e ,  1974. 

I n t e r n a l  C o n t r o l  -- A D i a g n o s t i c  C h e c k l i s t ,  Off ice  of 
P e r s o n n e l  Management, 1980. 

P o l i c y  and P r o c e d u r e s  Manual for Guidance  of F e d e r a l  Agen- 
cies,  T i t l e  2 ,  GAO, 1978. -- 
" S e c u r i t y  of F e d e r a l  Automated I n f o r m a t i o n  Sys t ems , "  C i r c u l a r  
A-7 1 ,  Off ice of Management Budget .  
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CHAPTER V I 1 1  

CASH MANAGEMENT 

Top managers  are r e s p o n s i b l e  f o r  e s t a b l i s h i n g  c a s h  
management p o l i c y  and p r o c e d u r e s  i n  t h e i r  a g e n c i e s  and f o r  
e n s u r i n g  t h a t  t h e y  are adhe red  to. I n  an O c t o b e r  1980,  
O f f i c e  o f  Management and  Budget  report ,  cash management was 
d e f i n e d  as " g e t t i n g  t h e  most o u t  o f  t h e  time v a l u e  of  t h e  
money w e  co l lec t ,  h o l d  and d i s b u r s e . "  Thus,  e f f e c t i v e  cash 
management means b i l l i n g ,  c o l l e c t i n g  and p r o c e s s i n g  r e c e i p t s  
on a t i m e l y  b a s i s  and e f f i c i e n t l y ,  so t h a t  f u n d s  can be p u t  
t o  work r a t h e r  t h a n  be t i e d  up i n  paperwork. I n  a d d i t i o n ,  
e f f e c t i v e  c a s h  management means e n s u r i n g  t h a t  w e  pay o u r  
b i l l s  and make o t h e r  d i s b u r s e m e n t s  on t ime--not e a r l y  or 
la te .  

A good c a s h  management practice must e n s u r e  t h a t  money 
which is on hand between receipt and d i s b u r s e m e n t  is p u t  
t o  work e i t h e r  by e a r n i n g  i n t e r e s t  or r e p a y i n g  s h o r t  term 
d e b t ,  t h e r e b y  e l i m i n a t i n g  i n t e r e s t  w e  might  o t h e r w i s e  pay .  
E f f e c t i v e  c a s h  management p o l i c y  and prac t ices  c a n n o t  be 
overemphas ized  when t h e  a n n u a l  cost of  bor rowing  by t h e  
U .  S. T r e a s u r y  i n  terms of  i n t e r e s t  is over $50 b i l l i o n .  

The Government-wide p o l i c y  f o r  c a s h  management is s t a t e d  
i n  T r e a s u r y  Department  C i r c u l a r  1084 .  R e g u l a t i o n s  f o r  
b i l l i n g s  and c o l l e c t i o n s ,  d e p o s i t s ,  d i s b u r s e m e n t s ,  c a s h  
a d v a n c e s ,  c a s h  h e l d  o u t s i d e  T r e a s u r y  and f o r e i g n  c u r r e n c y  
are p r e s c r i b e d  i n  C h a p t e r  8000 o f  Par t  6 ,  Volume I of t h e  
T r e a s u r y  Fiscal Requ i remen t s  Manual. Each agency  m u s t  f o l l o w  
t h e s e  g u i d e l i n e s  e s t a b l i s h e d  by t h e  T r e a s u r y  Department .  

The management of  c a s h  i n c l u d e s  t h e  areas o f  a c c o u n t s  
receivable and a c c o u n t s  p a y a b l e ,  t h e  cus todia l  r e s p o n s i b i l i -  
t i e s  and c o n t r o l  s y s t e m s  over c a s h  and t h e  u s e  of  l e t te rs  of  
c r e d i t  f o r  cash advances .  The l e t t e r s - o f - c r e d i t  s y s t e m  
p r o v i d e s  a f l e x i b l e  and t i m e l y  method by which r e c i p i e n t  
o r g a n i z a t i o n s  can  o b t a i n  c a s h  as needed t o  make d i s b u r s e m e n t s  
unde r  g r a n t  programs and other projects which a u t h o r i z e  
advance  f i n a n c i n g .  The o b j e c t i v e  is t o  f a c i l i t a t e  c a s h  
a v a i l a b i l i t y  to  meet program r e q u i r e m e n t s  w h i l e  s i m u l t a n e -  
o u s l y  c o n t r o l l i n g  t h e  t i m i n g  o f  c a s h  w i t h d r a w a l s  by 
r e c i p i e n t s ,  so as t o  minimize  t h e  impact of  t h e s e  w i t h d r a w a l s  
on t h e  p u b l i c  d e b t  l e v e l  and r e l a t e d  f i n a n c i n g  costs. The 
T r e a s u r y  Depar tment  is r e s p o n s i b l e  f o r  a p p r o v i n g  agency  
p r o c e d u r e s  c o v e r i n g  advance  f i n a n c i n g .  

Some of t h e  q u e s t i o n s  on cash management t h a t  you may 
a s k  y o u r  f i n a n c i a l  managers  are as f o l l o w s :  
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G e n e r a l  Cash Management 

I 

1 .  

2. 

3 .  

4 .  

5. 

6. 

7. 

8. 

Does o u r  agency have an o v e r a l l  p o l i c y  and proce- 
d u r e s  s t a t e m e n t  on c a s h  management which is i n  f u l l  
compl i ance  w i t h  T r e a s u r y  g u i d e l i n e s ?  I f  so, have we 
rev iewed it r e c e n t l y  to  make s u r e  t h a t  it is f u l l y  
e f f e c t i v e ?  I f  n o t ,  what  are t h e  s t a t u s  and t a r g e t  
dates  f o r  e s t a b l i s h i n g  it? 

What e x t e r n a l  factors (e.9. , l e g i s l a t i o n ,  program 
d e f i n i t i o n ,  t r a d i t i o n s ,  etc. ) c o n s t r a i n  good cash 
management? What a c t i o n  s h o u l d  be t a k e n  to  
a l l e v i a t e  them? 

Have w e  d e s i g n a t e d  an i n d i v i d u a l  to  be r e s p o n s i b l e  
f o r  o p e r a t i n g  p o l i c y  and p r o c e d u r e s  of cash manage- 
ment i n  t h e  agency? 

How do w e  a s s u r e  o u r s e l v e s  t h a t  managers  a t  a l l  
l e v e l s  are aware o f  t h e i r  r e s p o n s i b i l i t i e s  f o r  
implement ing  good c a s h  management p r a c t i c e s ?  

What r e c e n t  c a s h  management i n i t i a t i v e s  have been 
u n d e r t a k e n  and what h a s  been t h e  e f f e c t ?  What cash 
management i n i t i a t i v e s  are con templa t ed  f o r  t h e  n e a r  
f u t u r e ?  

A r e  there  any r e c e n t  a u d i t  or r e v i e w  reports t h a t  
disclose weaknesses  i n  t h e  c a s h  management area? 
What are w e  do ing  a b o u t  these weaknesses?  What are 
o u r  p l a n s  and timeframes for c o r r e c t i n g  them? 

What are other major problems i n  implement ing  
good cash management i n i t i a t i v e s  t h a t  r e q u i r e  my 
a t t e n t i o n ?  What do you s u g g e s t  t h a t  I do t o  r e s o l v e  
them q u i c k l y ?  

How e f f e c t i v e  and a c c u r a t e  have o u r  cash flow 
forecasts been i n  t h e  past?  What can w e  do t o  
improve cash f o r e c a s t i n g ?  

Receivables and Pas t  Due Accoun t s  

1 .  What is t h e  t o t a l  amount o f  a c c o u n t s  and l o a n s  
r e c e i v a b l e  f o r  t h e  agency?  

2.  D o  w e  have  an a g i n g  s c h e d u l e  f o r  r e c e i v a b l e s  t h a t  
l e t s  u s  know numbers and amounts of c u r r e n t  
r e c e i v a b l e  a c c o u n t s  ( u n d e r  30 d a y s )  and of past  
due  a c c o u n t s  ( o v e r  30 d a y s ) ?  
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3 .  

4 .  

5. 

6. 

7.  

8 .  

9. 

D o  w e  keep t r a c k  of  d e l i n q u e n t  a c c o u n t s  on a 
s y s t e m a t i c  b a s i s ,  and do w e  p e r i o d i c a l l y  n o t i f y  
t h e  d e b t o r s  of t h e  consequences f o r  overdue d e b t s ?  
D o  w e  cha rge  in te res t  on l a t e  payments? D o  w e  f l a g  
t h e  names of  i n d i v i d u a l s  or companies wi th  d e l i n -  
quen t  accoun t s ,  so t h a t  r e c u r r e n c e s  do n o t  happen? 

H o w  do w e  assure t h a t  c o l l e c t i o n s  are d e p o s i t e d  
promptly i n  d e s i g n a t e d  d e p o s i t o r i e s ?  

D o  w e  have problems i n  c o l l e c t i n g  o u r  d e b t s ?  I f  so, 
what  are t h e  major o b s t a c l e s  i n  c o l l e c t i n g  them? 

D o  w e  have enough resources to  f o l l o w  up on p a s t  due 
accoun t s?  

D o  w e  have w r i t t e n  p rocedures  f o r  program managers 
to follow on t h e  collection of p a s t  due a c c o u n t s ?  

What can I do  to  ass i s t  i n  reso lu t ion  of d e b t  
co 11 e c t ion  p rob  1 ems ? 

What is our  p o l i c y  for  w r i t i n g  o f f  bad d e b t s ?  Is it 
c o n s i s t e n t  w i th  t h e  c e n t r a l  a g e n c i e s '  p romulga t ions?  
I f  n o t ,  what a r e  we doing to  c o r r e c t  t h i s  problem? 

Accounts  Payab le  

1 .  

2. 

3 .  

4 .  

Is t h e r e  a sys tem f o r  s c h e d u l i n g  payments on 
accoun t s  payab le s  as they  become due so t h a t  pay- 
ments are n o t  made t o o  e a r l y  or l a t e ?  ( G e n e r a l l y ,  
when b i l l i n g  documents do n o t  c o n t a i n  payment due  
d a t e s ,  30 days  is a reasonable t i m e ) .  

D o  w e  have a system to  i d e n t i f y  d i s c o u n t s  l o s t ?  I f  
so, what  was t h e  amount of  d i s c o u n t s  los t  i n  t h e  
l a s t  6 months?  Why were t h e y  l o s t  and what is be ing  
done t o  p r e v e n t  t h i s  i n  t h e  f u t u r e ?  

What is t h e  agency ' s  p o l i c y  i n  t a k i n g  d i s c o u n t s  
o f f e r e d ?  D o  w e  know t h e  break-even p o i n t  when 
t h e  amount of d i s c o u n t  would be o f f s e t  by t h e  cost 
invo lved  i n  t h e  s p e c i a l  hand l ing  t o  t a k e  t h e  
d i s c o u n t ?  D o  w e  u s e  t h e  break-even p o i n t  i n  
d e c i d i n g  when d i s c o u n t s  w i l l  n o t  be t aken  because 
it would be more c o s t l y  to  do so? 

How do c e r t i f y i n g  o f f i c e r s  assure themselves  t h a t  
t h e  payments t h e y  are a u t h o r i z i n g  are l e g a l ,  accur- 
a t e ,  and p rope r?  
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5. D o  w e  u s e  e l e c t r o n i c  fund  t r a n s f e r s  for l a r g e  d o l l a r  
payments  whenever feas ib le  and proper? 

C a s h  C o l l e c t i o n  and C o n t r o l  

1 .  

2 .  

3 .  

4. 

5. 

6. 

A r e  receipts deposited i n  a t i m e l y  manner? 

A r e  w e  u s i n g  t h e  most optimal procedures for t i m e l y  
deposi t  o f  c o l l e c t i o n s ?  O p t i o n s  i n c l u d e  c e n t r a l i z a -  
t i o n ,  d e c e n t r a l i z a t i o n ,  l o c k  boxes ,  e l e c t r o n i c  fund  
t r a n s f e r s  and other banking  s e r v i c e s .  

D o  w e  u s e  e l e c t r o n i c  fund  t r a n s f e r s  f o r  l a r g e  d o l l a r  
receipts? 

Are t h e  d u t i e s  of r e c e i v i n g ,  p r o c e s s i n g ,  r e c o r d i n g  
and r e c o n c i l i n g  cash receipts s e g r e g a t e d ?  

A r e  there  c o n t r o l s  on cash to  e n s u r e  t h a t  it is 
prompt ly  r e c e i v e d  and deposited,  and p r o p e r l y  
r e c o r d e d  and r e c o n c i l e d ?  

A r e  p h y s i c a l  s a f e g u a r d s  ( i . e . ,  f i r e - r e s i s t a n t  boxes,  
v a u l t s  and o v e r n i g h t  deposi tor ies)  o v e r  cash and 
other receipts m a i n t a i n e d ?  

Letters o f  C r e d i t  

1 .  

2 .  

3 .  

4.  

5. 

A r e  w e  u t i l i z i n g  l e t te rs  of  credit to  t h e  f u l l e s t  
e x t e n t  for those programs t h a t  q u a l i f y  for t h i s  
method of f i n a n c i n g ?  I f  n o t ,  what  are t h e  p l a n s  fo r  
do ing  t h i s ?  

Have w e  been m o n i t o r i n g  t h e  r e c i p i e n t s  u s e  of 
f e d e r a l  a s s i s t a n c e  f u n d s  t o  make sure t h a t  t h e y  are 
n o t  w i thd rawing  f u n d s  ear l ie r  t h a n  n e c e s s a r y ?  I f  
n o t ,  what are o u r  p l a n s  for s c h e d u l i n g  r e v i e w s  or  
a u d i t s  i n  t h i s  area? 

D o  w e  have  a s y s t e m  t h a t  keeg- t r ack  of o u r  l e t t e r  
of c red i t  a c t i v i t i e s ?  A r e  program managers  
r e c e i v i n g  t i m e l y  i n f o r m a t i o n  from t h e  sys tem? 

A r e  there any a u d i t  reports t h a t  disclose weaknesses  
i n  t h i s  area? I f  so, how are w e  c o r r e c t i n g  t h e  
problem areas? 

D o  w e  have procedures t o  c o n v e r t  from letter-of- 
c r e d i t  "advance" payment p r o c e d u r e s  t o  re imbursement  
procedures when a r e c i p i e n t  h a b i t u a l l y  abuses t h e  
letter-of -credit  procedures? 
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CHAPTER I X  

ASSURING PROPER PAYMENTS 

U s u a l l y ,  payments  f o r  t h e  Government are made by T r e a s u r y  
d i s b u r s i n g  o f f i c e r s  based  on v o u c h e r s  c e r t i f i e d  as to  t h e i r  
l e g a l i t y ,  a c c u r a c y  and p r o p r i e t y  by d e s i g n a t e d  C e r t i f y i n g  
o f f i c e r s  i n  t h e  a g e n c i e s .  The C e r t i f y i n g  O f f i c e r s  A c t  
( P L  3 8 9 ,  December 29 ,  1 9 4 1 )  d e f i n e d  t h e  roles of  d i s b u r s i n g  
and c e r t i f y i n g  o f f i c e r s .  The A c t  p r o v i d e d  t h a t  d i s b u r s i n g  
o f f i c e r s  d i s b u r s e  on t h e  b a s i s  of v o u c h e r s  c e r t i f i e d  by o n l y  
a u t h o r i z e d  c e r t i f y i n g  o f f i c e r s .  The A c t  makes c e r t i f y i n g  
o f f i c e r s  a c c o u n t a b l e  and l i a b l e  f o r  any i l l e g a l ,  improper, or 
i n c o r r e c t  payments  r e s u l t i n g  from any f a l s e ,  i n a c c u r a t e  or  
m i s l e a d i n g  c e r t i f i c a t i o n s  made by them. 

F e d e r a l  a g e n c i e s  can  a d m i n i s t r a t i v e l y  r e s o l v e  improper 
payments  of less t h a n  $500 by c e r t i f y i n g  o f f i c e r s .  I f  t h e  
amount is o v e r  $500,  t h e n  t h e  a g e n c i e s  m u s t  r e q u e s t  r e l i e f  from 
l i a b i l i t y  f o r  c e r t i f y i n g  o f f i c e r s  f rom t h e  Comptroller 
G e n e r a l .  

D i s b u r s i n g  o f f i c e r s  i n  t h e  m i l i t a r y  d e p a r t m e n t s  and i n  
other  special  s i t u a t i o n s  i n  e f f e c t  pe r fo rm bo th  c e r t i f i c a t i o n  
and d i s b u r s e m e n t  f u n c t i o n s .  M i l i t a r y  d i s b u r s i n g  o f f i c e r s  are 
h e l d  a c c o u n t a b l e  and p r i m a r y  l i a b l e  f o r  t h e  l e g a l i t y ,  p r o p r i e t y  
and c o r r e c t n e s s  of  a l l  payments.  

With t h e  u s e  of s o p h i s t i c a t e d  computers  and n a t i o n w i d e  
t e l e c o m m u n i c a t i o n  ne tworks ,  much of t h e  p r e p a r a t i o n  and 
p r o c e s s i n g  o f  payment v o u c h e r s  is automated  wi th  payment 
i n f o r m a t i o n  be ing  fed from a m u l t i t u d e  of l o c a t i o n s .  A l a r g e  
number o f  payment v o u c h e r s  are encoded on magne t i c  tapes and 
fo rwarded  t o  c e r t i f y i n g  o f f i c e r s  f o r  c e r t i f i c a t i o n .  I n  t h e s e  
l a r g e  s y s t e m s ,  c e r t i f y i n g  o f f i c e r s  are no l o n g e r  i n  a p o s i t i o n  
t o  p e r s o n a l l y  assure  t h a t  each payment is l e g a l ,  proper and 
correct. R a t h e r  t h a n  b e i n g  ab le  to  p e r s o n a l l y  check  each  
vouche r ,  c e r t i f y i n g  o f f i c e r s  need t o  be a b l e  to  r e l y  on t h e  
o v e r a l l  "payment" sys t em and t h e  p e o p l e  who operate t h e  sys t em 
f o r  l e g a l ,  proper and correct payments .  

Agency t o p  management, t h e r e f o r e ,  must  create an env i ron -  
ment and process t o  a s s u r e  t h a t  c e r t i f y i n g  o f f i c e r s  and o t h e r  
managers  i n  t h e  payment process are f u l f i l l i n g  r e s p o n s i b i l i t i e s  
so t h a t  o n l y  l e g a l ,  proper, and correct payments  are made. The 
f o l l o w i n g  q u e s t i o n s  may be u s e f u l  i n  e s t a b l i s h i n g  such  an 
envi ronment  and process: 

1 .  Does t h e  agency  have an o v e r a l l  p l a n  and procedures 
t h a t  w i l l  p r o v i d e  a s s u r a n c e  to c e r t i f y i n g  o f f i c e r s  
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2.  

3 .  

4 .  

5. 

6. 

t h a t  t h e  o v e r a l l  payment sys t em ( a )  is p r o p e r l y  
d e s i g n e d ,  implemented and m o d i f i e d ,  ( b )  is operated 
p r o p e r l y  and i n  a c c o r d a n c e  w i t h  t h e  approved  d e s i g n ,  
and ( 3 )  can  be r e l i e d  on t o  process l e g a l ,  proper and 
correct payments? D o  w e  have someone d e s i g n a t e d  i n  
t h e  agency  whose d u t i e s  i n c l u d e  a s s u r i n g  t h e  above?  

Have w e  d e s i g n a t e d  key o f f i c i a l s  i n  t h e  payment 
process and placed t h e  r e s p o n s i b i l i t y  on them for 
a s s u r i n g  t h a t  t h e i r  r e s p o n s i b l e  p o r t i o n s  of t h e  
payment sys t em are o p e r a t i n g  to  p roduce  l e g a l ,  p r o p e r  
and correct payments? Have w e  deve loped  a conf i rma-  
t i o n  p r o c e s s  t o  a s s u r e  t h a t  t h e s e  p o r t i o n s  a re  
o p e r a t i n g  s a t i s f a c t o r i l y ?  

D o  w e  have a q u i c k  r e s o l u t i o n  process when t h e r e  is 
an i n d i c a t i o n  t h a t  c e r t a i n  p o r t i o n s  o f  t h e  payment 
process are n o t  f u n c t i o n i n g  p r o p e r l y ?  

D o  w e  have  a w e l l  a r t i c u l a t e d  d i s c i p l i n a r y  and 
s a n c t i o n  p o l i c y ,  when i n d i v i d u a l s  are found to  be 
r e s p o n s i b l e  f o r  c a u s i n g  i l l e g a l ,  improper  and 
i n c o r r e c t  payments? 

H o w  f r e q u e n t l y  i n  t h e  l a s t  t w o  y e a r s  have w e  e x p e r i -  
enced  i n c o r r e c t ,  improper and i l l e g a l  payments  o v e r  
$500? Under $500?  What were t h e  root causes f o r  
t h e s e  e r r o n e o u s  payments ,  and how have w e  overcome 
them to  a v o i d  them i n  t h e  f u t u r e ?  

A r e  periodic and i n d e p e n d e n t  r e v i e w s  or a u d i t s  
per formed o f  t h e  payment s y s t e m s ?  A r e  t h e y  a d e q u a t e ?  
D o  w e  f o l l o w u p  to  e n s u r e  t h a t  recommendat ions are  
implemented, as appropriate? 

S u g g e s t e d  R e f e r e n c e s :  

A s s u r i n g  A c c u r a t e  and L e g a l  Payments  - The Role of C e r t i f y i n g  
O f f i c e r s  i n  F e d e r a l  Government,  J o i n t  F i n a n c i a l  Management 
Improvement Program, J u n e  1980. 

N e w  Methods Needed f o r  Checking  Payments  Made by Computers ,  
G e n e r a l  Accoun t ing  O f f i c e ,  FGMSD 76-82, November 7 ,  1977. 
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CHAPTER X 

PRODUCTIVITY AND PERFORMANCE MEASUREMENT 

I -  

Productivity is broadly defined as the measure of 
individual or organizational performance. It means 
increasing efficiency, increasing the usefulness and 
effectiveness of governmental services or products, 
increasing the responsiveness of services to the public, 
decreasing the cost of services and the time required to 
provide the services . 

Top executives and managers must constantly encourage 
productivity improvements within their organizations. In 
order to initiate and maintain a good productivity program, 
they must: 

--Identify and define the goals and objectives of the 
mission( s ) ,  services and products being provided and 
the expected results. 

--Collect and analyze information on how effectively and 
efficiently these results are being achieved. 

--Introduce and adopt innovative technological and 
procedural changes to improve the productivity of the 
operations. 

--Reevaluate productivity measurement systems period- 
ically and make the necessary changes. 

--Monitor productivity improvements. 

--Hold subordinates, line managers and individuals 
accountable for implementing productivity improve- 
ments; and 

--Provide incentives to employees to improve 
productivity. 

With tighter budget constraints and increasing workload, 
it is now more important to get the most efficient perfor- 
mance from staff resources. Some of the following questions 
may be useful in determining whether or not a productivity 
program has been successfully implemented in accounting and 
finance operations. 

1 .  Does the agency's accounting system provide adequate 
cost and performance information to line and 
operating officials for evaluating efficiency and 
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2. 

3 .  

4 .  

5. 

6. 

7. 

8 .  

p r o d u c t i v i t y  improvements? I f  n o t ,  do we have  a 
p l a n  t o  improve  o u r  a c c o u n t i n g  system to  p r o v i d e  
t h i s  s e r v i c e ?  I f  yes ,  do  w e  c o n t i n u e  t o  r e v i e w  it 
for f u r t h e r  improvement? 

Is there a p r o d u c t i v i t y  improvement program w i t h i n  
o u r  a c c o u n t i n g  and f i n a n c e  o p e r a t i o n s ?  I f  n o t ,  are 
t h e r e  p l a n s  f o r  i n i t i a t i n g  a program? 

Is enough t i m e  and e f for t  d e v o t e d  to r e v i e w i n g  
o p e r a t i o n a l  p e r f o r m a n c e s ?  To r e v i e w i n g  o t h e r  
p r o d u c t i v i t y  i s s u e s ?  

A r e  p r o d u c t i v i t y  improvement r e s p o n s i b i l i t i e s  
c l e a r l y  i d e n t i f i e d  for e a c h  l e v e l  of management? 
A r e  o u r  manage r s  h e l d  a c c o u n t a b l e  for p r o d u c t i v i t y  
improvements?  

How are v a r i o u s  p r o d u c t i v i t y  e f f o r t s  c o o r d i n a t e d ?  
D o  w e  exchange  i n f o r m a t i o n  w i t h  d i f f e r e n t  a g e n c i e s  
and  o t h e r s  to  f i n d  o u t  what t h e y  have  done i n  t h i s  
area? 

A r e  t h e r e  a d e q u a t e  s t a f f  r e s o u r c e s  t o  s u p p o r t  
p r o d u c t i v i t y  improvements?  

D o  w e  have  t r a i n i n g  p rograms  t o  t e a c h  o u r  managers  
and employees  p r o d u c t i v i t y  improvement s k i l l s  and  
a t t i t u d e s ?  A r e  i n c e n t i v e s  ( e .g . ,  m o n e t a r y  awards, 
and c e r t i f i c a t e s )  u sed  t o  s t i m u l a t e  p r o d u c t i v i t y  
improvement ? 

D o  w e  measure  p r o d u c t i v i t y  i n  o u r  a c c o u n t i n g  and 
f i n a n c e  o p e r a t i o n s ?  I f  so, is p e r f o r m a n c e  as w e l l  
as q u a l i t y  measured?  

S u g g e s t e d  R e f e r e n c e s :  

E v a l u a t i n g  a Performance',Measurement System - A Guide  for  t h e  
C o n g r e s s  and  F e d e r a l  A g e n c i e s ,  G e n e r a l  A c c o u n t i n g  O f f i c e ,  
FGMSD 80-57, May 12 ,  1980. 

Implemen t ing  A P r o d u c t i v i t y  Program: P o i n t s  t o  C o n s i d e r ,  
J o i n t  F i n a n c i a l  Management Improvement program,  March 1977.  

Improv ing  P r o d u c t i v i t y :  A Se l f  A u d i t  and Gu ide  for F e d e r a l  
E .xecu t ives  and Managers ,  N a t i o n a l  C e n t e r  f o r  P r o d u c t i v i t y  and  
Q u a l i t y  of Work L i f e ,  1978. 
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Improving the Productivity of Federal Payment Centers Could  
Save Millions, General Accounting Office, FGMSD-80-13, 
February 12 ,  1980. 

Increasing Federal Work Force Productivity, Office of 
Personnel Management, January 1980. 

Managers Guide for Improving Productivity, Office of 
Personnel Management, May 1980. 

Proceedings of the Workshop on Improving Productivity in 
Accounting and Finance Operations, Joint Financial Management 
Improvement Program, September 1980.  
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CHAPTER XI 

SPECIAL COST STUDIES 

C i r c u l a r  N o .  A-76, i s s u e d  by t h e  O f f i c e  o f  Management 
and Budge t ,  e s t a b l i s h e s  policies and p r o c e d u r e s  t o  d e t e r m i n e  
w h e t h e r  needed  commercial or i n d u s t r i a l  t y p e  work s h o u l d  be 
pe r fo rmed  by c o n t r a c t  w i t h  p r i v a t e  s o u r c e s  or " i n - h o u s e "  
u s i n g  Government f a c i l i t i e s  and p e r s o n n e l .  The C i r c u l a r  was 
based  on t h r e e  e q u a l l y  v a l i d  po l icy  precepts: 

Handbook p r o v i d e  s p e c i f i c  and d e t a i l e d  g u i d a n c e  f o r  perform- 
i n g  c o m p a r a t i v e  cost a n a l y s e s .  T h i s  C i r c u l a r  s h o u l d  n o t  be 
used  t o  c o n t r a c t  o u t  work solely t o  s t a y  w i t h i n  an agency  

1. 

2.  

3 .  

I n  

Where p r i v a t e  s o u r c e s  are a v a i l a b l e ,  t h e y  s h o u l d  be 
l o o k e d  t o  f irst  to  p r o v i d e  t h e  commercial or i n d u s -  
t r i a l  goods  and s e r v i c e s  needed  by t h e  Government:  

C e r t a i n  f u n c t i o n s ,  however ,  are  i n h e r e n t l y  gove rn -  
m e n t a l  i n  n a t u r e ,  b e i n g  so i n t i m a t e l y  r e l a t e d  t o  
t h e  p u b l i c  i n t e r e s t  as t o  manda te  p e r f o r m a n c e  by  
Government employees ;  and  

When p r i v a t e  p e r f o r m a n c e  is f e a s i b l e  w i t h  no over- 
r i d i n g  fac tors  r e q u i r i n g  in -house  p e r f o r m a n c e ,  
r i g o r o u s  compar i son  of c o n t r a c t  costs and in -house  
cost s h o u l d  be used  t o  d e c i d e ,  when appropriate,  how 
t h e  work w i l l  be  pe r fo rmed .  

a c c o r d a n c e  w i t h  t h e  C i r c u l a r ,  each agency  must :  

- - I d e n t i f y  t h o s e  a c t i v i t i e s  which it operates to  p r o v i d e  
p r o d u c t s  or s e r v i c e s  t h a t  c o u l d  be o b t a i n e d  from pr i -  
v a t e  s o u r c e s :  

- - I d e n t i f y  a l l  c u r r e n t  c o n t r a c t s  for  p r o d u c t s  or s e r v -  
ices t h a t  c o u l d  be r e a s o n a b l y  pe r fo rmed  in -house ;  

--Prepare and p u b l i s h  a s c h e d u l e  f o r  r e v i e w i n g  t h o s e  
a c t i v i t i e s  and c o n t r a c t s  to  d e t e r m i n e  w h e t h e r  c o n t r a c t  
or in -house  p e r f o r m a n c e  is more e c o n o m i c a l ,  and 

--Convert  t o  t h e  more e c o n o m i c a l  method, when a change  
i n  mode o f  p e r f o r m a n c e  would r e s u l t  i n  s u f f i c i e n t  
s a v i n g s  c o n s i d e r i n g  a l l  costs i n c l u d i n g  t r a n s i t i o n  
costs. 
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P a s t  e x p e r i e n c e s  have  shown t h a t  c o m p a r a t i v e  cost 
a n a l y s e s  r e s u l t e d  i n  s u b s t a n t i a l  cost s a v i n g s  and p r o d u c t i v -  
i t y  i n c r e a s e s .  F i r s t ,  i n  some i n s t a n c e s ,  t h e  r e e x a m i n a t i o n  
o f  Government r e q u i r e m e n t s  r e s u l t e d  i n  t h e  i d e n t i f i c a t i o n  and 
e l imina t ion  of u n n e c e s s a r y  f u n c t i o n s  and f e a t u r e s .  Second,  
t h e  s e a r c h  f o r  t h e  most e f f i c i e n t  way to  perform an a c t i v i t y  
w i t h i n  Government unde r  t h e  t h r e a t  o f  competition h a s  l e d  to  
r e d u c t i o n  i n  s t a f f i n g  i n  some cases. F i n a l l y ,  compar ing  
Government costs  w i t h  c o m p e t i t i v e  c o n t r a c t  costs and c h o o s i n g  
t h e  less c o s t l y  a l t e r n a t i v e  have  l e d  t o  f u r t h e r  cost  s a v i n g s .  

The f o l l o w i n g  q u e s t i o n s  s h o u l d  e n a b l e  top managers  t o  
q u i c k l y  d e t e r m i n e  t h e  d e g r e e  of  i m p l e m e n t a t i o n  o f  t h e  OMB 
C i r c u l a r  A-76 policies  and p r o c e d u r e s :  

1 .  

2. 

3 .  

4 .  

5. 

6 .  

7 .  

Have w e  i d e n t i f i e d  a l l  a c t i v i t i e s  i n  t h i s  agency  
p r o v i d i n g  a p r o d u c t  or s e r v i c e  t h a t  can be o b t a i n e d  
from p r i v a t e  s o u r c e s ?  Have w e  i d e n t i f i e d  a l l  
c u r r e n t  c o n t r a c t s  awarded by t h i s  agency  f o r  
p r o d u c t s  and s e r v i c e s  t h a t  c o u l d  be p roduced  
in -house?  

I f  answer  to  1 is "no,"  what is t h e  s t a t u s  and when 
w i l l  w e  have s u c h  a s c h e d u l e ?  

If answer  to  1 i s  "yes ,"  have  w e  p r e p a r e d  and pub- 
l i s h e d  a s c h e d u l e  t o  r e v i e w  t h o s e  a c t i v i t i e s  and 
c o n t r a c t s  t o  d e t e r m i n e  whe the r  c o n t r a c t u a l  or in -  
house  p e r f o r m a n c e  is more economica l?  

A r e  w e  p e r f o r m i n g  t h e  r e v i e w  as s c h e d u l e d ?  I f  
n o t ,  why n o t  and what are w e  d o i n g  to  g e t  back on 
s c h e d u l e ?  

I n  p e r f o r m i n g  t h e  cost compar ison  a n a l y s e s ,  how do 
w e  a s s u r e  o u r s e l v e s  t h a t  t h e  OMB g u i d e l i n e s  are 
f o l l o w e d  and used? 

Where appropriate and appl icable ,  d o e s  o u r  a c c o u n t -  
i n g  s y s t e m  p r o v i d e  n e c e s s a r y  and t ime ly  i n f o r m a t i o n  
for  t h e  cost c o m p a r i s i o n  r e v i e w s ?  What changes ,  i f  
any ,  are needed  t o  accommodate s u c h  n e e d s ?  

D o  w e  r e v i e w  p r o c e d u r e s  s p e c i f i c a l l y  and sys tem-  
a t i c a l l y  t o  d e t e c t  u n n e c e s s a r y  and o v e r l a p p i n g  
a c t i v i t i e s ,  as w e l l  as to  s e e k  more e f f i c i e n t  and 
p r o d u c t i v e  ways of p e r f o r m a n c e ?  
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8. What c o n t r o l s  do  w e  e x e r c i s e  to  assure t h a t  
c o n t r a c t s  are - n o t  awarded s o l e l y  to  s t a y  w i t h i n  
o u r  agency  p e r s o n n e l  c e i l i n g ?  

9. D o  w e  have o r d e r l y  and s y s t e m a t i c  p r o c e d u r e s  t o  
change  t h e  mode o f  pe r fo rmance  i n  a t i m e l y  manner 
when a change  is d i c t a t e d  by t h e  cost compar i son  
reviews? I f  n o t ,  when w i l l  t h e y  be a v a i l a b l e ?  

S u g g e s t e d  R e f e r e n c e :  

" P o l i c i e s  f o r  A c q u i r i n g  Commercial or I n d u s t r i a l  P r o d u c t s  and 
S e r v i c e s  Needed by t h e  Government," C i r c u l a r  A-76, O f f i c e  o f  
Management and Budget ,  March 29 ,  1979. 

I -  
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CHAPTER X I 1  

PROPERTY AND INVENTORY 

B i l l i o n s  of  d o l l a r s  i n  p u b l i c  f u n d s  are i n v e s t e d  i n  
Government p r o p e r t y .  Managers are r e s p o n s i b l e  f o r  a s s u r i n g  
t h a t  p r o p e r t y  h e l d  by F e d e r a l  a g e n c i e s  is p r o c u r e d ,  used and 
managed p r o p e r l y ,  e f f i c i e n t l y  and e f f e c t i v e l y .  Managers are 
a l so  r e s p o n s i b l e  f o r  d e s i g n i n g  and o p e r a t i n g  f i n a n c i a l  
management sys t ems  t h a t  p r o v i d e  accurate, r e l i a b l e  f i n a n c i a l  
and q u a n t i t a t i v e  i n f o r m a t i o n  on p r o p e r t y  r e s o u r c e s  f o r  u se  
by i n t e r n a l  management and f o r  p r e p a r i n g  f i n a n c i a l  reports 
f o r  t h e  Congress  and o t h e r s .  

The Congress  h a s  e n a c t e d  s e v e r a l  laws s p e c i f i c a l l y  
a d d r e s s i n g  t h e  a c c o u n t i n g  f o r  p r o p e r t y ;  t h e y  i n c l u d e :  

1. 

2. 

3. 

N a t i o n a l  S e c u r i t y  A c t  o f  1947, as amended, r e q u i r e s  
t h e  S e c r e t a r y  o f  Defense to  have p r o p e r t y  r e c o r d s  
m a i n t a i n e d  i n  t h e  m i l i t a r y  depa r tmen t s  on bo th  
a q u a n t i t a t i v e  and monetary b a s i s ,  so f a r  as 
p r a c t i c a b l e  (10  U.S.C. 2701) .  

Federal P r o p e r t y  and A d m i n i s t r a t i v e  S e r v i c e s  A c t  o f  
1949, S e c t i o n  2 0 2 ( b ) ,  r e q u i r e s  each E x e c u t i v e  agency 
t o  m a i n t a i n  a d e q u a t e  i n v e n t o r y  c o n t r o l s  and account -  
a b i l i t y  sys t ems  f o r  t h e  p r o p e r t y  under its c o n t r o l  
(40 U.S.C. 483) .  

P u b l i c  Law 84-863, pas sed  i n  1956, S e c t i o n  2 ,  
imposes t h e  r equ i r emen t  t h a t  t h e  a c c o u n t i n g  sys t em 
o f  each  agency i n c l u d e  a d e q u a t e  monetary p r o p e r t y  
a c c o u n t i n g  r e c o r d s  (31 U.S.C. 6 6 A ( c ) ) .  

Thus,  agency management is r e s p o n s i b l e  f o r  m a i n t a i n i n g  a 
r e l i a b l e  a c c o u n t i n g  sys tem i n  which r e c o r d s  are s y s t e m a t i -  
c a l l y  ma in ta ined  f o r  p r o p e r t y .  Such r e c o r d s  shou ld  p r o v i d e  
f o r  r e c o r d i n g  of  a l l  t r a n s a c t i o n s  as appropriate a f f e c t i n g  
p r o p e r t y  such  as a c q u i s i t i o n ,  u s e ,  d e p r e c i a t i o n ,  d i s p o s a l ,  
and loss o f  p r o p e r t y .  

Adequate r e c o r d s  and p r o c e d u r e s  must be ma in ta ined  to 
have proper c o n t r o l  o v e r  p r o p e r t y .  A g e n e r a l  l e d g e r  a c c o u n t  
w i t h  t h e  t o t a l  amounts f o r  p r o p e r t y  and i n v e n t o r y  should  be 
s u p p o r t e d  by d e t a i l e d  p r o p e r t y  r e c o r d s .  I n d i v i d u a l  p r o p e r t y  
r e c o r d s  shou ld  be m a i n t a i n e d  showing t h e  d e s c r i p t i o n ,  
q u a n t i t y ,  l o c a t i o n ,  and a c q u i s i t i o n  costs of each  i t e m .  The 
r e c o r d s  shou ld  be u s a b l e  f o r  c a l c u l a t i n g  d e p r e c i a t i o n  and 
r ep lacemen t  v a l u e s .  
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P e r i o d i c a l l y ,  p h y s i c a l  i n v e n t o r i e s  s h o u l d  be t a k e n  to 
r e c o n c i l e  t h e  i n d i v i d u a l  p r o p e r t y  r e c o r d s  w i t h  e n t r i e s  
i n  t h e  g e n e r a l  l e d g e r .  

The  i n v e n t o r y  c o u n t  s h o u l d  be used  as  an i n t e r n a l  
c o n t r o l  check  on p r o p e r t y  w i t h i n  t h e  agency .  I f  d i f f e r -  
e n c e s  e x i s t  between t h e  q u a n t i t i e s  d e t e r m i n e d  by p h y s i c a l  
i n s p e c t i o n  and t h o s e  shown i n  t h e  a c c o u n t i n g  r e c o r d s ,  a n  
i n v e s t i g a t i o n  s h o u l d  be i n i t i a t e d  t o  d e t e r m i n e  t h e  c a u s e  
of t h e  d i f f e r e n c e  and to  i d e n t i f y  t h e  improvements  needed  
t o  p r e v e n t  any  f r a u d ,  waste or a b u s e .  Accoun t ing  r e c o r d s  
s h o u l d  be a d j u s t e d  t o  a g r e e  w i t h  t h e  r e s u l t s  o f  t h e  p h y s i c a l  
i n v e n t o r y .  

Q u e s t i o n s  t h a t  you s h o u l d  a s k  a b o u t  t h e  p r o p e r t y  a c c o u n t  
i n  y o u r  

1. 

2. 

3 .  

4 .  

5. 

agency  are as f o l l o w s :  

Where appropriate,  d o  w e  have  o v e r a l l  c o n t r o l  of 
p r o p e r t y  i n  t h e  g e n e r a l  l e d g e r  a c c o u n t s ?  I f  n o t ,  
what  are o u r  p l a n s  to  do so? I f  so, are t h e  
a c c o u n t s  c l a s s i f i e d  a d e q u a t e l y  to  show t h e  d i f f e r e n t  
t y p e s  of p r o p e r t y  w e  have  (e .g . ,  l a n d ,  b u i l d i n g ,  
equ ipmen t ,  s u p p l i e s ,  e tc .  ) ?  

Where appropriate ,  d o  w e  have  p r o c e d u r e s  to  c h a r g e  
t h e  u s e ,  a p p l i c a t i o n  or consumpt ion  o f  p r o p e r t y  t o  
proper o p e r a t i o n s ,  a c t i v i t i e s  or goods  p r o d u c e d ?  
n o t ,  what are w e  p l a n n i n g  to do  to  c h a r g e  for  
p r o p e r t y  costs? 

I f  

I n  a d d i t i o n  t o  t h e  o v e r a l l  f i n a n c i a l  c o n t r o l s ,  do  
w e  have  separate p r o p e r t y  records t h a t  show t h e  
d e s c r i p t i o n ,  q u a n t i t y ,  l o c a t i o n ,  c o n d i t i o n ,  a c q u i s i -  
t i o n  costs and o t h e r  p e r t i n e n t  i n f o r m a t i o n ?  If n o t ,  
when d o  w e  e x p e c t  t o  have  them? 

D o  w e  c o n d u c t  p h y s i c a l  i n v e n t o r i e s  p e r i o d i c a l l y  t o  
c h e c k  t h e  a c c u r a c y  of t h e  p r o p e r t y  records? D o  w e  
c o n d u c t  i n v e s t i g a t i o n s  when l a r g e  d i s c r e p a n c i e s  are 
d i s c l o s e d ?  Have w e  c o r r e c t e d  t h e  s y s t e m  when s u c h  
i n v e s t i g a t i o n s  have  shown p r o c e d u r a l  or c o n t r o l  
weaknesses?  

D o  w e  p e r i o d i c a l l y  compare t h e  t o t a l  do l l a r  v a l u e  
of  t h e  p r o p e r t y  r e c o r d s  w i t h  t h e  amounts  shown i n  
t h e  g e n e r a l  l e d g e r  a c c o u n t s ?  Have w e  i n v e s t i g a t e d  
any  s i g n i f i c a n t  d i f f e r e n c e s  for  t a k i n g  c o r r e c t i v e  
act  i o n s ?  
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60 

7. 

8. 

9. 

A r e  t h e  property records d e s i g n e d  and used to  
a s s u r e  proper procurement  and maximum u t i l i z a t i o n  
of p r o p e r t y ?  A r e  t h e  p r o p e r t y  records reviewed 
p e r i o d i c a l l y  to  i d e n t i f y  and dispose of e x c e s s  
p r o p e r t y ?  

D o  w e  p r o v i d e  proper and a d e q u a t e  s a f e g u a r d s  and 
main tenance  for p r o p e r t y ?  

D o  w e  m a i n t a i n  a d e q u a t e  c o n t r o l s  ove r  Government 
p r o p e r t y  i n  t h e  hands of o t h e r s  (e.g.8 c o n t r a c t o r s  
and g r a n t e e s ) ?  

Have any a u d i t  f i n d i n g s  recommended improvements i n  
t h i s  area? I f  so, what have w e  done to  implement 
t h e s e  improvements? 

Sugges ted  Refe rences :  

Account ing  P r i n c i p l e s  and S t a n d a r d s  for  Federal Agencies ,  
G e n e r a l  Accoun t ins  O f f i c e ,  1978 ( T i t l e  2 of GAO’S P o l i c v  and 
Procedures Manual-for  Guidance of Federal Agenc ie s )  . - 

Federal Property Management R e g u l a t i o n s ,  G e n e r a l  S e r v i c e s  
A d m i n i s t r a t i o n .  
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CHAPTER X I 1 1  

FEDERAL ASSISTANCE PROGRAMS 

T h e r e  are o v e r  600 F e d e r a l  f i n a n c i a l  a s s i s t a n c e  programs 
p r o v i d i n g  a p p r o x i m a t e l y  $85 b i l l i o n  a n n u a l l y  t o  S t a t e  and 
local  gove rnmen t s ,  u n i v e r s i t i e s  and o t h e r  n o n p r o f i t  i n s t i t u -  
t i o n s .  F e d e r a l  a s s i s t a n c e  t o  S t a t e  and local gove rnmen t s  
c o n s i s t s  of a b o u t  22  p e r c e n t  of t h e i r  combined b u d g e t s .  

T h e r e  is g rowing  c o n c e r n ,  b o t h  i n  t h e  p r i v a t e  and p u b l i c  
sector,  a b o u t  t h e  e f f e c t i v e n e s s  o f  t h e s e  p rograms  and a b o u t  
t h e  i n c r e a s e  i n  f r a u d ,  a b u s e  and mismanagement i n  t h e s e  pro- 
grams.  Both  t h e  L e g i s l a t i v e  and E x e c u t i v e  Branches  c o n t i n u e  
t o  s t r o n g l y  emphas ize  t h e  need  for e f f i c i e n t  and e f f e c t i v e  
p rograms  f r e e  of f r a u d ,  waste and abuse .  R e c o g n i z i n g  t h e  
need  t o  c o n t r o l  t h e s e  programs, t h e  F e d e r a l  Government 
e s t a b l i s h e d  s p e c i f i c  r e q u i r e m e n t s  a f f e c t i n g  t h e  u s e  of  t h e  
f u n d s .  

The C o n g r e s s  passes l e g i s l a t i o n  to  create e a c h  F e d e r a l  
a s s i s t a n c e  program--some l e g i s l a t i o n  i n c l u d e s  specific 
r e q u i r e m e n t s  for r e c i p i e n t s  w h i l e  o t h e r  l e g i s l a t i o n  p r o v i d e s  
more g e n e r a l  r e q u i r e m e n t s .  The r a p i d  g rowth  i n  t h e  s i z e  and 
d i v e r s i t y  of F e d e r a l  a s s i s t a n c e  p rograms  i n  t h e  1 9 6 0 ' s  and 

s t a n d a r d i z a t i o n  o f  t h e  f i n a n c i a l  and other a d m i n i s t r a t i v e  
r e q u i r e m e n t s  imposed by F e d e r a l  a g e n c i e s  on t h e  r e c i p i e n t s .  

. 1 9 7 0 ' s  b r o u g h t  i n c r e a s i n g  demands fo r  s i m p l i f i c a t i o n  and 

To meet t h i s  problem t h e  Off  ice of Management and 
Budge t ,  i n  c o n s u l t a t i o n  w i t h  o t h e r  E x e c u t i v e  a g e n c i e s ,  t h e  
G e n e r a l  A c c o u n t i n g  O f f i c e ,  and r e p r e s e n t a t i v e s  of recipients,  
d e v e l o p e d  a series o f  f i n a n c i a l  c i r c u l a r s  t h a t  e s t a b l i s h  
u n i f o r m  pol ic ies  and r u l e s  t o  be o b s e r v e d  by a l l  F e d e r a l  
a g e n c i e s .  These  c i r c u l a r s  c o v e r  s t a n d a r d  a d m i n i s t r a t i v e  
r e q u i r e m e n t s ,  u n i f o r m  f i n a n c i a l  reports,  a p p l i c a t i o n  forms, 
cost p r inc ip l e s ,  and a u d i t  a p p r o a c h e s .  

S t a n d a r d i z a t i o n  and s i m p l i f i c a t i o n  of F e d e r a l  r e q u i r e -  
men t s  e n a b l e s  t h e  r e c i p i e n t s  of g r a n t s  to  f o c u s  more 
a t t e n t i o n  on t h e  e f f e c t i v e  a d m i n i s t r a t i o n  of p rograms  i n s t e a d  
of d i v e r t i n g  a t t e n t i o n  t o  c o m p l i a n c e  w i t h  a d i f f e r e n t  set o f  
F e d e r a l  r u l e s  and r e q u i r e m e n t s  for e a c h  i n d i v i d u a l  g r a n t .  
F u r t h e r ,  g r a n t  r e c i p i e n t s  are able t o  f o l d  new programs i n t o  
t h e i r  ongo ing  o p e r a t i o n s  w i t h o u t  major impact. Maximum u s e  
is made of e x i s t i n g  r e c o r d s  and reports, e l i m i n a t i n g  t h e  need  
for costly d u p l i c a t i v e  systems. 

To i n s u r e  t h a t  F e d e r a l  a s s i s t a n c e  programs are admin- 
istered and m o n i t o r e d  p r o p e r l y ,  t h e  f o l l o w i n g  q u e s t i o n s  may 
be u s e f u l  to  t h e  top managers .  

I -  
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I 

1. 

2. 

3 .  

4 .  

5. 

6. 

D o  w e  have  we l l -deve loped  and 
a s s i s t a n c e  po l i cy  r e g u l a t i o n s  
o f f i c i a l s  and r e c i p i e n t s ?  I f  
clear g u i d a n c e  t o  F e d e r a l  and 
p a n t s  as to: 

- - E l i g i b i l i t y  r e q u i r e m e n t s ,  

comprehens ive  Feder  a 1 
and manua l s  f o r  agency  
so, do t h e y  p r o v i d e  
non-Fede ra l  pa r t i c i -  

specif ic  program 
r e q u i r e m e n t s  and s t a t u t o r y  r e q u i r e m e n t s ?  

- -S tandard  admin is t r a t  i v e  r e q u i r e m e n t s  p romulga ted  
by t h e  Off ice  of Management and  Budget  and o ther  
ay  e n c  i e  s ? 

--Use of s t a n d a r d  forms? 

--Allowable and u n a l l o w a b l e  costs and i n d i r e c t  
cost compu t a t  i o n s ?  

- - R e c i p i e n t ' s  r e s p o n s i b i l i t y  for sound f i n a n c i a l  
management s y s t e m s ?  

I f  n o t ,  what is t h e  s t a t u s  and t h e  t a r g e t  d a t e  f o r  
t h e i r  i s s u a n c e ?  

D o  o u r  a p p l i c a t i o n  r e v i e w  p r o c e d u r e s  p r o v i d e  ade- 
q u a t e  and t ime ly  r e v i e w ?  How do  we  a s s u r e  r e c i p i e n t  
e l i g i b i l i t y ?  D o  w e  p r o v i d e  preaward  s u r v e y s  when 
appropriate? How do w e  a s s u r e  o b j e c t i v e  s e l e c t i o n  
of r e c i p i e n t s ?  

H o w  do  w e  m o n i t o r  and a n a l y z e  post award p e r f o r m a n c e  
by t h e  r e c i p i e n t s ?  What k i n d s  o f  a c t i o n  can  w e  take 
or have  w e  t a k e n  when w e  f i n d  s u b s t a n d a r d  perfor- 
mance? 

What k i n d s  o f  i n f o r m a t i o n  and reports are a v a i l a b l e  
to  program managers  f rom t h e  f i n a n c i a l  management 
sys t em?  Have w e  checked  w i t h  t h e  program managers  
r e c e n t l y  t o  see i f  t h e  i n f o r m a t i o n  is a d e q u a t e  or i f  
improvements  can  be made? 

How d o  w e  d e t e r m i n e  t h a t  t h e  r e c i p i e n t s  are main- 
t a i n i n g  proper a c c o u n t a b i l i t y  o v e r  property a c q u i r e d  
w i t h  F e d e r a l  a s s i s t a n c e ?  

D o  w e  have  p r o v i s i o n a l  or n e g o t i a t e d  i n d i r e c t  cost 
r a t e s  f o r  a l l  of o u r  major r e c i p i e n t s ?  Which 
F e d e r a l  agency  is t h e  c o g n i z a n t  agency  r e s p o n s i b l e  
for a u d i t  and n e g o t i a t i o n  of i n d i r e c t  cost rates? 
D o  w e  have  any  problems or d i s a g r e e m e n t s  w i t h  t h e  
e s t a b l i s h e d  rates? I f  so, what c a n  I do to  a s s i s t ?  
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7. H o w  do w e  c o n t r o l  t h e  payments  t o  r e c i p i e n t s  to  
i n s u r e  t h a t  t h e y  are correct, proper, and l e g a l  and 
t o  a v o i d  e x c e s s  a d v a n c e s ?  

8 .  D o  w e  have  prompt and a d e q u a t e  c l o s e o u t  p r o c e d u r e s  
for  comple t ed  g r a n t s  to  a s s u r e  proper p e r f o r m a n c e  
and e x p e n d i t u r e  of f u n d s ?  D o  o u r  p r o c e d u r e s  e n a b l e  
t i m e l y  r e c o v e r y  of e x c e s s  Government f u n d s  or 
property? 

9. D o  w e  p r o v i d e  f o r  systematic r e v i e w  and a c t i o n  on 
recommendat ions  c o n t a i n e d  i n  a u d i t  or o t h e r  r e v i e w  
reports? D o  w e  s u f f i c i e n t l y  t r ack  costs q u e s t i o n e d  
by a u d i t o r s  t o  a s s u r e  t i m e l y  and s a t i s f a c t o r y  
r e s o l u t i o n s ?  

10. Have any  r e c e n t  a u d i t s  been pe r fo rmed?  A r e  t h e r e  
any  areas i n  which we  need  t h e  a s s i s t a n c e  of 

1 auditors/inspectors/investigators t o  follow up on 
a l l e g e d  w e a k n e s s e s ,  f r a u d ,  a b u s e  or mismanagement? 

S u g g e s t e d  R e f e r e n c e s :  

C a t a l o g  of F e d e r a l  Domestic A s s i s t a n c e ,  Off ice  o f  Management 
a n d  Budget .  

" E v a l u a t i o n ,  Review and C o o r d i n a t i o n  of F e d e r a l l y  A s s i s t e d  
Programs and  Projects," C i r c u l a r  A-95, OMB, J a n u a r y  13, 
1976.  

F i n a n c i a l  Management of F e d e r a l  A s s i s t a n c e  Programs, O f f i c e  
of Management and  Budget .  

" J o i n t  Funded A s s i s t a n c e  t o  S t a t e  and Local Governments  and 
N o n - p r o f i t  O r g a n i z a t i o n s , "  C i r c u l a r  A-111, OMB, J u l y  30, 
1976.  

"Uniform A d m i n i s t r a t i o n  R e q u i r e m e n t s  for Grants - In-Aid  to  
S ta t e  and Local Governments , "  C i r c u l a r  A-102, OMB, Sep tember  
12 ,  1977 and o t h e r  related C i r c u l a r s .  
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CHAPTER X I V  

PROCUREMENT 

t h e i r  r e s p e c t i v e  m i s s i o n  
and s e r v i c e s  from t h e  

A s  a p a r t  o f  t h e  p e r f o r m a n c e  o f  
and p rograms ,  a g e n c i e s  p r o c u r e  goods  
p r i v a t e  sector. A p p r o x i m a t e l y  $100 b i l l i o n  is s p e n t  a n n u a l l y  
f o r  o b t a i n i n g  goods  and s e r v i c e s .  With such  a s i g n i f i c a n t  
p e r c e n t a g e  of F e d e r a l  f u n d s  s p e n t  on p r o c u r e m e n t s ,  managers  
a t  a l l  l e v e l s  s h o u l d  be r e s p o n s i b l e  for a s s u r i n g  t h a t  o n l y  
n e c e s s a r y  goods  and s e r v i c e s  are p r o c u r e d  properly a t  t h e  
l eas t  cost. 

The p rocuremen t  c y c l e  is gove rned  by many r e g u l a t i o n s .  
The p rocuremen t  cycle i n c l u d e s :  

1.  

2. 

3 .  

4 .  

J u s t i f i c a t i o n  o f  t h e  procurement - -Agencies  s h o u l d  
p l a n  for  p rocuremen t  i n  advance  o f  p u r c h a s e  and 
d e t e r m i n e  t h e  need f o r  goods  and s e r v i c e s .  A l l  
efforts s h o u l d  be made to  a v o i d  u n n e c e s s a r y  and 
d u p l i c a t e  p u r c h a s e s .  An a n a l y s i s  of t h e  p o t e n t i a l  
u s e  s h o u l d  be made t o  h e l p  managers  d e t e r m i n e  t h e  
a p p r o p r i a t e n e s s  o f  t h e  p rocuremen t  before t h e  
p rocuremen t  is approved .  

S e l e c t i o n  of t h e  c o n t r a c t o r  or vendor--This  is part  
o f  t h e  c y c l e  i n  which a g e n c i e s  must  o p e n l y  and 
f a i r l y  s o l i c i t  b i d s ,  e v a l u a t e  them and make t h e  
f i n a l  award i n  an impar t ia l  manner t o  t h e  r e spon-  
s i b l e  and r e s p o n s i v e  b i d d e r  w i t h  t h e  lowest bid.  

C o n t r a c t  a d m i n i s t r a t  i o n - - C o n t r a c t o r s  and t h e i r  work 
s h o u l d  be c o n t i n u o u s l y  m o n i t o r e d  to  d e t e r m i n e  
w h e t h e r  t h e y  are p e r f o r m i n g  i n  an e f f i c i e n t ,  
e f f e c t i v e  and economica l  manner and c o n s i s t e n t  w i t h  
t h e  c o n t r a c t u a l  p r o v i s i o n s .  If t h e  c o n t r a c t o r  is 
n o t  s a t i s f a c t o r i l y  f u l f i l l i n g  h i s  commitments,  t h e  
agency  s h o u l d  i n i t i a t e  t h e  appropriate a c t i o n s ,  
i n c l u d i n g  t e r m i n a t i o n  of t h e  c o n t r a c t  . 
P o s t  rev iew--Audi t s  and r e v i e w s  s h o u l d  be c o n d u c t e d ,  
when appropriate ,  t o  a s s u r e  t h a t  costs i n c u r r e d  by 
t h e  c o n t r a c t o r s  are v a l i d  and t o  a s s u r e  t h a t  t h e  
c o n t r a c t o r s  pe r fo rmed  f u l l y  i n  a c c o r d a n c e  w i t h  
c o n t r a c t u a l  a g r e e m e n t s .  Where d i s c r e p a n c i e s  or 
s h o r t c o m i n g s  are d i s c l o s e d ,  p r o c e d u r e s  s h o u l d  be 
e s t a b l i s h e d  and fol,?wed to t a k e  proper a c t i o n  
a g a i n s t  t h e  c o n t r a c t o r .  
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Bas ica l ly ,  Government p o l i c y  s ta tes  t h a t  most p u r c h a s e s  
and c o n t r a c t s  are made on a c o m p e t i t i v e  b a s i s ,  w h e t h e r  by 
formal a d v e r t i s i n g  or by n e g o t i a t i o n .  Formal a d v e r t i s i n g  
is used  whenever  it is f e a s i b l e  and prac t ica l ,  otherwise 
n e g o t i a t i o n  may be used .  

The o v e r a l l  Government p r o c u r e m e n t  po l ic ies  are i s s u e d  
by t h e  O f f i c e  of Federa l  P r o c u r e m e n t  P o l i c y  and s p e c i f i c  
r e g u l a t i o n s  on p rocuremen t  can  be found i n  t h e  Federal 
P r o c u r e m e n t  R e g u l a t i o n s  i s s u e d  by t h e  G e n e r a l  S e r v i c e s  Admin- 
i s t r a t i o n .  Each agency  s h o u l d  have  an a d e q u a t e  p rocuremen t  
s y s t e m  w i t h  proper i n t e r n a l  c o n t r o l s .  The p r o c u r e m e n t  
systems are gove rned  by e i t h e r  t h e  Armed S e r v i c e s  P r o c u r e m e n t  
A c t  of 1947 or t h e  F e d e r a l  and  A d m i n i s t r a t i v e  S e r v i c e s  A c t  o f  
1949.  

Some of t h e  f o l l o w i n g  q u e s t i o n s  may be u s e f u l  i n  
d e t e r m i n i n g  whe the r  or n o t  y o u r  p r o c u r e m e n t  s y s t e m  and 
p r o c e d u r e s  are a d e q u a t e .  

1 .  What p r o c e d u r e s  do w e  follow t o  a s s u r e  t h a t  d u p l i c a -  
t i v e  or u n n e c e s s a r y  s e r v i c e s  or p r o d u c t s  are n o t  
p u r c h a s e d ?  

2.  H o w  do w e  d e t e r m i n e  i n  advance  t h a t  p o t e n t i a l  
c o n t r a c t o r s :  

--Have t h e  n e c e s s a r y  f i n a n c i a l  and t e c h n i c a l  
capabi l i t i es?  

--Have t h e  n e c e s s a r y  f a c i l i t i e s  to  perform? 

--Performed s a t i s f a c t o r i l y  i n  t h e  past?  

- -Are  otherwise q u a l i f i e d ?  

3 .  Do o u r  p rocuremen t  p r o c e d u r e s  p r o v i d e  for maximum 
c o m p e t i t i o n  among p o t e n t i a l  c o n t r a c t o r s ?  D o  t h e y  
p r o v i d e  f o r  f a i r  and open  s e l e c t i o n  of s u c c e s s f u l  
c o n t r a c t o r s ?  

4 . D o  o u r  c o n t r a c t u a l  p r o v i s i o n s  provide s u f f i c i e n t  
p r o t e c t i o n  of Government i n t e r e s t ?  

5. D o  w e  have  an a d e q u a t e  s y s t e m  of c o n t r a c t  admin- 
i s t r a t i o n  to  a s s u r e  t h a t  t h e  c o n t r a c t o r s  are 
p e r f o r m i n g  and d e l i v e r i n g  t h e  specified s e r v i c e s  
and /o r  goods i n  t h e  s p e c i f i e d  q u a n t i t y  w i t h i n  t h e  
spec i f ied  t i m e ?  
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6. 

7. 

8. 

H o w  do  w e  a s s u r e  t h a t  payments  t o  c o n t r a c t o r s  are 
l e g a l ,  proper and a c c u r a t e  b e f o r e  t h e y  are c e r t i f i e d  
and fo rwarded  to  t h e  d i s b u r s i n g  o f f i c e r s ?  

D o  w e  have  t i m e l y  and a d e q u a t e  c l o s e o u t  p r o c e d u r e s  
t o  a s s u r e  t h a t  e a c h  p a r t y  to  t h e  c o n t r a c t  h a s  
f u l f i l l e d  i ts commitment? Where appl icable ,  are 
a u d i t s  of c o n t r a c t  costs pe r fo rmed  t i m e l y  and 
p r o p e r l y ?  

A r e  t h e r e  any  "open" a u d i t  reports t h a t  have  
i n d i c a t e d  w e a k n e s s e s  i n  o u r  p r o c u r e m e n t  p r o c e d u r e s  
or q u e s t i o n e d  costs i n c u r r e d  by t h e  c o n t r a c t o r s ?  
What are w e  d o i n g  a b o u t  t h e s e ?  

S u g g e s t e d  R e f e r e n c e s :  

F e d e r a l  P r o c u r e q e n t  R e g u l a t i o n s ,  G e n e r a l  S e r v i c e s  A d m i n i s t r a -  
t i o n  

"Policies for  A c q u i r i n g  Commercial or I n d u s t r i a l  P r o d u c t s  and 
S e r v i c e s  Needed by t h e  Government ,"  C i r c u l a r  A-76, O f f i c e  o f  
Management and Budge t ,  March 29 ,  1979. 

"Use of Management and  O p e r a t i n g  C o n t r a c t s , "  C i r c u l a r  A-49, 
OMB, F e b r u a r y  25, 1959. 
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CHAPTER XV 

AUDITING 

The audit function is an extremely important management 
tool and can provide a valuable service to management by 
reviewing, appraising and reporting on the extent and nature 
of compliance with management's policies, plans and proce- 
dures as well as with legal and external requirements. With 
qualified staff, it can also make evaluations of operations 
as to their efficiency and effectiveness. 

Audit is a systematic review of an organization to 
determine whether: 

1.  Financial operations are properly conducted and 
financial reports are presented fairly (financial 
audit) : 

2. Applicable laws and regulations have been complied 
with (compliance audit); 

3. Resources are managed and used in an economical and 
efficient manner (economy or efficiency audit): and 

4. Desired results and objectives are being achieved in 
an effective manner (program results or effective- 
ness audit). 

In accordance with OMB Circular No. A-73, "Audit of 
Federal Operations and Programs," agencies are responsible 
for providing adequate audit coverage of their programs as 
an aid in determining whether funds have been applied effi- 
ciently, economically, effectively, and in a manner that is 
consistent with related laws, program objectives and 
underlying agreements. Furthermore, legislation establishing 
Inspectors General requires all audits to be performed in 
accordance with the Standards for Audit of Gobernmental 
Organizations, Programs, Activities and Functions, which were 
issued by the Comptroller General of the United States. 

I -  
Audit services in Government should be an integral part 

of the management process. Audit services and reports must 
be responsive to management needs. In order to obtain the 
maximum benefit from audit services, agency audit organiza- 
tions should have a sufficient degree of independence in 
carrying out their responsibilities. The Congress has 
established Offices of Inspector General in 75  departments 
and agencies to perform audits among other things. Other 
agencies should have internal audit staffs that report to a 
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h i g h  management l e v e l  to  e n s u r e  p r o p e r  c o n s i d e r a t i o n  o f  a u d i t  
r e s u l t s .  Some a u d i t  o r g a n i z a t i o n s  pe r fo rm a u d i t s  of  con- 
t r ac t s  and g r a n t s  f o r  o t h e r  d e p a r t m e n t s  and a g e n c i e s  based  on 
i n t e r a g e n c y  a g r e e m e n t s .  O t h e r  a u d i t  o r g a n i z a t i o n s  p r o c u r e  
t h e  s e r v i c e s  o f  p u b l i c  a c c o u n t i n g  f i r m s .  I n  a d d i t i o n ,  t h e  
G e n e r a l  A c c o u n t i n g  O f f i c e  a u d i t s  programs,  a c t i v i t i e s ,  f i n a n -  
c i a l  t r a n s a c t i o n s  and a c c o u n t s  of t h e  F e d e r a l  Government and 
reports t h e  r e s u l t s  of a u d i t  work to  t h e  Congress  and t h e  
F e d e r a l  a g e n c i e s .  

R e c e n t l y ,  t h e  O f f i c e  o f  Management and Budget ,  i n  
c o o p e r a t i o n  w i t h  t h e  G e n e r a l  Account ing  O f f i c e ,  i s s u e d  new 
g u i d a n c e  on a u d i t s  o f  f e d e r a l l y  a s s i s t e d  programs. I t  
r e q u i r e s  t h e  " s i n g l e  a u d i t  app roach"  to  these programs.  The 
s i n g l e  a u d i t  a p p r o a c h  p r o v i d e s  f o r  i ndependen t  a u d i t s  o f  
f i n a n c i a l  o p e r a t i o n s ,  i n c l u d i n g  compl iance  w i t h  c e r t a i n  pro- 
v i s i o n s  o f  F e d e r a l  l a w  and r e g u l a t i o n s ,  t o  be per formed by 
t h e  r e c i p i e n t s  o f  F e d e r a l l y  a s s i s t e d  programs.  The r e q u i r e -  
men t s  are e s t a b l i s h e d  t o  e n s u r e  t h a t  a u d i t s  are made on an  
o r g a n i z a t i o n - w i d e  b a s i s ,  r a t h e r  t h a n  on a g ran t -by -g ran t  
basis.  Such a u d i t s  are to  d e t e r m i n e  whether  ( a )  f i n a n c i a l  
o p e r a t i o n s  are c o n d u c t e d  p r o p e r l y ,  ( b )  t h e  f i n a n c i a l  s ta te-  
men t s  are p r e s e n t e d  f a i r l y ,  ( c )  t h e  o r g a n i z a t i o n  h a s  compl i ed  
w i t h  laws and  r e g u l a t i o n s  a f f e c t i n g  t h e  e x p e n d i t u r e  o f  
F e d e r a l  f u n d s ,  ( d )  i n t e r n a l  p r o c e d u r e s  have been e s t a b l i s h e d  
to  meet t h e  o b j e c t i v e s  o f  f e d e r a l l y  a s s i s t e d  programs,  and 
( e )  f i n a n c i a l  reports to t h e  F e d e r a l  Government c o n t a i n  
a c c u r a t e  and  re l iab le  i n f o r m a t i o n .  

F e d e r a l  c o g n i z a n t  a u d i t  o r g a n i z a t i o n s ,  d e s i g n a t e d  by 
OMB, are to review t h e  a u d i t s  per formed by t h e  r e c i p i e n t s .  
When a u d i t s  are deemed a d e q u a t e ,  o t h e r  F e d e r a l  a g e n c i e s  w i l l  
be so notified. I f  a u d i t s  are i n a d e q u a t e ,  t h e  c o g n i z a n t  
a g e n c i e s  are to  t a k e  c e r t a i n  a c t i o n s  t h a t  would  overcome t h e  
associated problems. 

Al though  a u d i t s  are per formed by independen t  a u d i t  
o r g a n i z a t i o n s ,  f o l l o w u p  on a u d i t  recommendations and t h e i r  
i m p l e m e n t a t i o n  are t h e  r e s p o n s i b i l i t y  of management, - n o t  of 
a u d i t o r s .  T h e r e f o r e ,  e a c h  agency  s h o u l d  e s t a b l i s h  po l ic ies  
and p r o c e d u r e s  f o r  prompt and p r o p e r  r e s o l u t i o n  of  a u d i t  
recommendat ions.  

The f o l l o w i n g  are p e r t i n e n t  q u e s t i o n s  c o n c e r n i n g  
aud it i n g  : 

1 .  Has t h e  a u d i t  s t a f f  been r e s p o n s i v e  to t h e  n e e d s  of  
management? 

- 50 - 



2. Have a u d i t s  c o v e r e d  t h e  most c r i t i c a l  areas where 
l a r g e  d o l l a r  amounts  are i n v o l v e d  or where f r a u d ,  
a b u s e  or mismanagement is l i k e l y ?  

3 .  A r e  t h e  a u d i t  reports t i m e l y ,  a c c u r a t e ,  r e l e v a n t  and 
u s e f u l ?  

4 .  A r e  there s u f f i c i e n t  o p p o r t u n i t i e s  for management to  
e x p r e s s  its pr ior i ty  and n e e d s  t o  t h e  a u d i t  staff 
w i t h o u t  i n t e r f e r i n g  w i t h  a u d i t o r ' s  i ndependence?  

5 .  Does t h e  a u d i t  s t a f f  have  s u f f i c i e n t  r e s o u r c e s  t o  
f u l f i l l  i ts  r e s p o n s i b i l i t i e s ?  With t h e  p r e s e n t  
r e s o u r c e s ,  how l o n g  w i l l  it take t h e  a u d i t  s t a f f  t o  
make a complete a u d i t  of o u r  a g e n c y ' s  f u n c t i o n s ,  
p rograms and a c t i v i t i e s ?  What is t h e  des i rab le  
c y c l e  for a u d i t s  (some f u n c t i o n s ,  p rog rams  and 
a c t i v i t i e s  may r e q u i r e  more f r e q u e n t  a u d i t  t h a n  
o thers )?  What a d d i t i o n a l  r e s o u r c e s  are r e q u i r e d  to  
a c c o m p l i s h  t h i s ?  

6. ' D o  w e  have  a management r e v i e w  team or i n t e r n a l  
r e v i e w  team d u p l i c a t i n g  or o v e r l a p p i n g  t h e  e f f o r t s  
of t h e  a u d i t  s t a f f ?  I f  so, why? 

7 .  D o  w e  have  formal policies and p r o c e d u r e s  f o r  prompt 
and proper r e s o l u t i o n  of a u d i t  recommendat ions?  D o  
t h e y  i n c l u d e :  

- - D e s i g n a t i o n  of r e s p o n s i b l e  o f f i c i a l ( s )  fo r  a u d i t  
f 01 lowup? 

- -Tracking  system for  a u d i t  recommendat ions  u n t i l  
f i n a l  r e s o l u t i o n ?  

- -Requirements  for a d e c i s i o n  w i t h i n  s i x  months as 
to  d i s p o s i t i o n  of each a u d i t  recommendat ion?  

- - E l e v a t i o n  t o  a g e n c y  head for d e c i s i o n  when 
a u d i t o r s  and o p e r a t i n g  o f f i c i a l s  c a n n o t  a g r e e  on  
d i s p o s i t i o n  of a u d i t  recommendat ions  w i t h i n  s i x  
months? 

- - P r e p a r a t i o n  of s e m i a n n u a l  reports to  t h e  agency  
head on s t a t u s  of a u d i t  recommendat ions?  

- - E v a l u a t i o n  of t h e  f o l l o w u p  system for a u d i t  
re commend a t  i o n s ?  
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8. Are there any audit recommendations where auditors 
and operating officials disagree presently? What 
can I do to help resolve the disagreement? 

9. Are there any problems in carrying out the resolu- 
tions agreed upon? What are they and how can I help 
in carrying them out? 

10. For Federal assistance programs, has our agency 
issued or revised our audit policy and regulations 
to implement the "single audit approach?" Are we 
making satisfactory progress in implementing the 
approach? If not, what are the problems, and what 
are we doing to overcome them? 

Suggested References: 

"Audit of Federal Operations and Programs," Circular A-73, 
Office of Management and Budget, 1979. 
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Auditing Computer Based Systems, General Accounting Office, 
March 1979. 

Guidelines for Financial and Compliance Audits of Federally 
Assisted Programs, General Accounting Office, 1980. 

Internal Auditing In Federal Agencies, General Accounting 
Office, 1974 

Supplement to Guidelines for Financial and Compliance Audits 
of Federally Assisted Programs, Office of Management and 
Budget, August 18, 1980. 

"Uniform Administrative Requirements for Grants-in-Aid to 
State and Local Governments," Circular A-102, Attachment P, 
Office of Management and Budget, 1980. 
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CHAPTER XVI  

T R A I N I N G  AND DEVELOPMENT OF F I N A N C I A L  STAFF 

A key e l emen t  to  an e f f e c t i v e  f i n a n c i a l  o r g a n i z a t i o n  
is a c a p a b l e  and m o t i v a t e d  s t a f f .  F i n a n c i a l  managers  and 
s u p e r v i s o r s  g e t  work done t h r o u g h  o the r s  P r o v i d i n g  r e l e v a n t  
t r a i n i n g  can  improve t h e  work p r o d u c t  as well as managers '  
own pe r fo rmance  and ach ievemen t s .  T r a i n i n g  can  be used f o r  
t h r e e  g e n e r a l  p u r p o s e s :  

--To improve s t a f f  p r o d u c t i v i t y  on c u r r e n t  a s s i g n m e n t s ,  

--To d e v e l o p  s t a f f  f o r  new a s s i g n m e n t s ,  and 

--To b r i n g  a b o u t  changes  i n  t h e  a c t i v i t i e s  t o  which 
s t a f f  members are a s s i g n e d .  

Formal  t r a i n i n g  is n o t  a lways  n e c e s s a r y ;  t h e r e  are less 
e x p e n s i v e  a l t e r n a t i v e s .  D e s i r e d  pe r fo rmance  may be a c h i e v e d  
s i m p l y  by t e l l i n g  people what is e x p e c t e d  of  them, p r o v i d i n g  
f eedback  i n  t h e i r  a c t u a l  pe r fo rmance ,  and r eward ing  t h o s e  who 
p e r f o r m  w e l l  and d i s c i p l i n i n g  t h o s e  who do n o t  do  what is 
e x p e c t e d  . 

Another  a l t e r n a t i v e  is on- the- job  t r a i n i n g  which can be 
improved by pe r fo rming  t h e  f o l l o w i n g  t a s k s :  

--Analyze t h e  job. L i s t  t h e  t a s k s  t h a t  make up t h e  j o b  
and d e c i d e  which t a sks  r e q u i r e  t r a i n i n g .  

--Set t r a i n i n g  o b j e c t i v e s .  S p e c i f y  what p e o p l e  s h o u l d  
be able  t o  do i f  t h e  t r a i n i n g  is s u c c e s s f u l .  

- -Tra in  p e o p l e  c a r e f u l l y .  T e l l  p e o p l e  what t h e y  are 
supposed  to  do, show them how to  do it, and have them 
show you t h a t  t h e y  can do it. 

- -Evalua te  t h e  t r a i n i n g .  A l l o w  time f o r  people t o  
pract ice  what you have t a u g h t .  Fo l low up to  see t h a t  
t h e  d e s i r e d  r e s u l t s  are b e i n g  a c h i e v e d .  

Formal  classroom t r a i n i n g  may be needed to  p r o v i d e  t h e  
n e c e s s a r y  s k i l l s  r e q u i r e d  f o r  t h e  job .  T r a i n i n g  is a v a i l a b l e  
f rom v a r i o u s  s o u r c e s .  

Agency Conducted T r a i n i n g  

Most t r a i n i n g  accompl i shed  by t h e  F e d e r a l  Government is 
per formed by i n d i v i d c l a l  d e p a r t m e n t s  and a g e n c i e s  f o r  t h e i r  
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own s t a f f s .  "In-house" t r a i n i n g  o f f e r s  t h e  a d v a n t a g e s  of  
t r a i n i n g  c o n v e n i e n t l y  located a t  t h e  employees  I work s i t e  
d u r i n g  normal  working h o u r s  and t r a i n i n g  which is c u s t o m  
t a i l o r e d  t o  an a g e n c y ' s  s p e c i f i c  needs ,  p r o c e d u r e s  and 
o p e r a t i o n s .  

I n t e r a g e n c y  T r a i n i n g  

S e v e r a l  o r g a n i z a t i o n s  i n  t h e  F e d e r a l  Government p r o v i d e  
i n t e r a g e n c y  f i n a n c i a l  management t r a i n i n g .  Numerous c o u r s e s  
i n  f i n a n c i a l  management are o f f e r e d  on an i n t e r a g e n c y  b a s i s  
by t h e  Management S c i e n c e s  T r a i n i n g  C e n t e r  i n  t h e  O f f i c e  of 
P e r s o n n e l  Management. OPM may a l so  t a i l o r  t h e s e  courses t o  
t h e  un ique  needs  of i n d i v i d u a l  a g e n c i e s .  I n  a d d i t i o n ,  i f  
a g e n c i e s  d e s i r e  to  do  t h e i r  own t r a i n i n g ,  OPM w i l l  p r o v i d e  
t h e  mater ia l s ,  t r a i n  t h e  agency  i n s t r u c t o r s ,  and h e l p  i n s t a l l  
t h e  c o u r s e .  Course top ic s  i n c l u d e  agency  budget  p e p a r a t i o n  
p r o c e d u r e s ,  budget  e x e c u t i o n ,  c a s h  management and i n t e r n a l  
c o n t r o l .  

The A u d i t o r  T r a i n i n g  Program sponsored  by t h e  Depar tment  
of A g r i c u l t u r e  G r a d u a t e  School offers t r a i n i n g  courses on 
a u d i t i n g ,  i n c l u d i n g  such  topics as s t a t i s t i c a l  sampl ing ,  
e f f e c t i v e  gove rnmen ta l  a u d i t i n g  t e c h n i q u e s ,  o p e r a t i o n a l  
a u d i t i n g ,  and w r i t t e n  and o ra l  communicat ions.  

The J o i n t  F i n a n c i a l  Management Improvement Program 
s p o n s o r s  and c o n d u c t s  an  a n n u a l  f i n a n c i a l  management c o n f e r -  
e n c e  i n  t h e  s p r i n g .  I t  p e r i o d i c a l l y  c o n d u c t s  workshops on 
c u r r e n t  i ssues  o f  f i n a n c i a l  management topics, such  as i n t e r -  
n a l  c o n t r o l ,  p r o d u c t i v i t y  improvements  i n  a c c o u n t i n g  and 
f i n a n c e  operat i o n s ,  and c a s h  management. 

P r o f e s s i o n a l  A s s o c i a t i o n s  

S e v e r a l  p r o f e s s i o n a l  a s s o c i a t i o n s  o f f e r  t r a i n i n g  a t  
c o n f e r e n c e s ,  s e m i n a r s  and m e e t i n g s  f o c u s e d  on f i n a n c i a l  
management . R e p r e s e n t a t i v e  examples  are t h e  s p r i n g  and f a l l  
s e m i n a r s  sponsored  by t h e  American A s s o c i a t i o n  f o r  Budget and 
Program A n a l y s i s ,  and t h e  a n n u a l  symposium o f f e r e d  by b o t h  
t h e  A s s o c i a t i o n  o f  Government Accoun tan t s  and t h e  American 
S o c i e t y  o f  A u d i t i n g  Comptrollers. A d d i t i o n a l  c o u r s e s  are 
also a v a i l a b l e  t h r o u g h  t h e s e  p r o f e s s i o n a l  o r g a n i z a t i o n s .  

The f o l l o w i n g  q u e s t i o n s  may be of a s s i s t a n c e  i n  
a s s e s s i n g  your  f i n a n c i a l  t r a i n i n g  o p p o r t u n i t i e s :  

1 .  Does our agency  have a formal p o l i c y  t h a t  e n c o u r a g e s  
t r a i n i n g  and development  of employees? 

- 54 - 



2. Is c o u n s e l i n g  a v a i l a b l e  to  assist  employees i n  
choos ing  t h e  courses t h a t  b e s t  s u i t  t h e i r  n e e d s ?  

3 .  A r e  t r a i n i n g  o p p o r t u n i t i e s  from numerous s o u r c e s  
made a v a i l a b l e  t o  employees?  

4 .  D o  managers  f o l l o w  up t o  d e t e r m i n e  t h a t  t r a i n i n g  has  
had t h e  d e s i r e d  r e s u l t s  and is improving  employee 
pe r fo rmance?  

5. A r e  s u p e r v i s o r s  and managers  a f f o r d e d  an o p p o r t u n i t y  
to  o b t a i n  a t  l e a s t  r u d i m e n t a r y  t r a i n i n g  i n  t h e  
e l e m e n t s  o f  f i n a n c i a l  management, i .e.,  t h e  F e d e r a l  
budge t  process, i n t e r n a l  c o n t r o l  and a c c o u n t i n g ?  
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