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Attached ere our view* and reeoasaendations far improving financial adminis­
tration la the Office af Sducaticn, a summery ©f which la outlined below, 
w© have concluded that the existing system of financial adsdnlatration la 
completely inadequate far the Office'a prospective pragma#, and that an 
aggressive across-the-board inpravamet pragma should be started immediately, 
failure to upgrade this inpartant area of Management nay both prejudice OK's 
substantive pragmas# and embarrass the Administration.

*• &£S2S2JJMdttt^
VS believe there is an urgent need for an aggressive pragma at accounting 
systems analysis and revision, including the centralisation of all accounting 
tn the Office of Administration in order to free program people in the bureaus 
and divisions froa the burden of directing and managing this service type 
M^BMt AMMWteB*

The Financial Management branch in the Office of Administration has just this 
nook obtained a neo systems accountant to verb on this problem. We think 
additional help any be necessary, and we will assist you in obtaining it from 
another Governnmnt agency if you would like us to do so.

We believe early action in thia area la important. The general foaling ex­
pressed within Mt is that there la, and has bean, a growing, need for increased 
record keeplugs that the present systems ere chiefly the result of patching up 
in any way possible to meet current program needs; and that something nest be 
dona soon in a coordinated and systematic way to improve the accounting system.

2- MBMMlMtai
To improve budget fornulation we arc recowoandieg that sajer euphonic be on 
the presentation of five-year program plana during the spring review. Thio 
la in accord with Bureau of the Budget instructions which place increased im­
portance and reliance upon that phase of the budget process to resolve as nmy 
program issues as possible prior to annual budget submission# in the fall.

be ate also urging that a time schedule be established which will permit an 
input from all OS organisation smite in sufficient time for thoughtful and 
stsaningful consideration of issues, the choosing of alternate courses of ac­
tion, and effective decisions by management.
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Present ftMMUl pleasing is geared largely to insuring tost funds appropri­
ated to the Office ef Mecettoa ate obligated ter the purpose tot within the 
limitation* imposed by Ctogreaa. The system to directed primarily to the steed* 
ef badge* **d fiscal personnel and. generally, can be understood and evaluated 
only by thee. It to to* considered eel table ae a beeto tor wanageaamt review 
tot appraisal ef actual perforuanee.

ya are suggest tog iwnediate initiation ef a special presto* aired at develop* 
tog improved tie* phased financial plana at the beginning ef each fiscal year 
a* a basis tor detatmiaing program priorities and emphasis tod tor subsequent 
menageaewt review and appraisal ef actual performance. to are else reeam* 
reading that the content of the plane be dateredoad to consul carton with the 
principal OB managers; that the plana include wantogtoi operating date other 
than financial; and other actions which should improve budget resent ire.

The recowtosdattoes node for Improving this area of financial adadatotration 
tie to closely with suggest tone tor upgrading the OB naasgeoent reporting 
system which will be subsisted to you shortly.

*♦ i&ttsiaLMsia^^
We are recenMendtog to this area that the function of providing leadership and 
oversell guidance to financial maaagsweot natters towel via* large aneunts of 
nancy that will be paid to states and universities be centralised to ths Office 
of Adwini st ratios and strengthened so as to provide a focal point tor coordi* 
noting fiaanctol requireneat* levied an progran participants. We believe this 
central office should review and suite rweounendattoan on those eternals of all 
handbooks, directives or instructions to state* and universities which would 
have an inspect on eheir financial control systems, at the present tine, there 
to a central point for providing guidance and coordtentten of such efforts, 
bat there to no requirement that directives or instruction* be reviewed with 
the result that thia service to not always used.

Additionally, wo believe that this central office should sponsor and preset* 
comprehensive prugran* for ts^rovewent of the financial control system of 
grantees Wherever necessary to assure proper control, accounting, red dis- 
buroesMMbt of federal grant and loan funds. we believe this is re area that 
should have group* attention, especially to view of the large mounts of sonsy 
that will soon bo paid out under the Sleoretary and Secondary Jftljitti^ut. 1®^;. 
Tre will recall that the Senate report re that Act stated that the partial* 
paring Stats agency is required to "...adopt such fiscal control and fund ae* 
creating procedures re my be necessary to assure proper dieburserents of the 
yedoral fond* paid tn tbs State...*

Again, wo shall attempt to obtain now* assistance free other (hwernaent agen­
das if yaw think thia would be advisable.
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W WHm the planned emtnllMtlm of MS •aditlac, IMlvilag the auditing 
of Of act tri ties under a departmental chief auditor, should he completed. It 
la essential, however, that thia centralised system ho responsive to the seed* 
of the ConRissioner of Education on a timely heels. We are reccweending that 
la about January 19^ a Joint WB-MS review should be node to determine the 
adequacy and effectiveness of the centralised audit approach. In the meant lee, 
a close and continuing liaison should be Maintained to Insure that audit 
eovex’WMs tlKellatsit MWlee

6* 5®iS*!?M^.^£^

this in a problem which has already been studied extensively by the Office of 
Education. In early April 19^5 the Bureau of the Budget requested the TOW

eollaetlm >roea<ure#n whieb W ®mw cw the
ground on these proposal*, since it appears that the problem will be settled 
in the near future in the usual course of business. W are, however, waking 
one additional suggestion having to do with the accrual of interact and peyaent 
thereof by the student within the month fallowing dlaenrollHent la cedar to 
keep the university ia current contact with the student, and to impress upon 
the student, the fact that he has an obligation which Must be paid.

7* k?t!^jtf .cru^^

There were, we found, differences of opinion between MW and OB personnel 
in two areas Involving InplaMeBtatloc of the latter of credit system. One 
of these differences related to a desire of the Bepartnent to use a eoasoli- 
dated SHW letter of credit fa order to provide a single flow of cesh to a 
State car university, which was resisted by C® staff, the other difference 
related to the inclusion of eenetruetfc® money in the letter of credit! in 
this ease, the IHEK people wanted to exclude construction nooey, whereas OF 
staff wanted to include it. We had extensive discussions with both W# 
and OK people concerning these differences of opinion, and we think they have 
been largely resolved. Accordingly, nothing further is being submitted fbr 
this area of financial edminietration.

(Signed) Dwight A. Inf

Bwlght A. Ink, Chairman
White Bouse Task Force cm Kdueation

cc: Mr. Ink
Mr. Oganovie 
Mr. Sehulkind
MT. Jasper
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