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X. “th* present accounting system.

The bureaus and divisions throughout the Office of Education now maintain 
any form of accounting records they bellcue needed for fund control and 
reporting, or for other purposes, particularly with respect to program 
funds. The methods used vary from hand posted columnar worksheets to the 
use of bookkeeping machines. The only exception to this 1s the format of 
the allotment ledgers used for fund control purposes. In most eases, the 
records kept by divisions provide a store detailed distribution of financial 
Information than the records maintained at the bureau level, but several 
eases were observed where financial Information on the number and types of 
grants, and the geographical distribution, were duplicated at the bureau 
and division level. The divisions* accounting records clearly contain a 
great variety of statistical and financial information, annually processed, 
which could better be done by using modem automatic data processing equip­
ment.

The type and extent of record keeping by each of the various divisions 
has been dictated largely by their rapidly expanding needs for information 
for managing accelerating programs, and there has been no successful ef­
fort to establish a standardised modem system that would serve the needs 
of all program manager a by providing financial information from one source.

Recounting Is done in the Office of Administration in the Financial Manage­
ment Branch^ the Bureaus; the divisions; and even In the Branches—for 
example, in the division of College and University Assistance, in the 
Bureau of Educational Assistance Programs, the accounting for program funds 
is done in the branches by clerical support personnel. The location and 
extent of all the official and unofficial or uemrandum accounting records 
that may exist could only be determined by a comprehensive review of the 
entire CE organisation, which was not done. But, at each of the organisa­
tional entitle# vleited, the Task Force staff was made aware of the growing 
need for increased record keeping end of the desire by the personnel for 
someone to provide assistance In a coordinated and systematic way to Improve 
the accounting system The general feeling expressed was that the programs 
have expanded so rapidly that the accounting and fund management systems 
are chiefly the result of patching up methods in any way possible to meet 
current program needs.

11 • l»0aBiKte££LJMmR^
(1) The OE should initiate an aggressive program of accounting systems anal­

ysis and revision, oriented to automatic data processing methods, 
which will be consistent with (a) the accounting principles and standards 
prescribed by the Comptroller General for approval of accounting system, 
and (b) the Department-wide system at the DREW Secretary level.
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(2) For effective integration of the budgeting and accountlag func­
tions, eoeoiaa classification# should ba employed for programing, 
budgeting, accounting, and reporting purposes. Care should be 
exercised in the application of this principle to insure that 
accounting classifications will provide accounting support for 
the data required for the Budget document.

(3) As a part of this improvement effort foroal accounting Manuals 
and handbooks should be developed, and thereafter kept current.

(A) Accounting operations should be centralised in the Financial 
Management Branch in the Office of Administration; and this 
Branch should be given staff capability adequate to undertake 
over-all responsibility for the orderly revisions necessary to 
modernise the present accounting operations in a timely messier.

(5) Full advantage should be taken of the DHEW capabilities for auto­
matic data processing; and any necessary action taken jointly 
by DHBW and OK to assure that continuing access to the equipment 
la on a finely basis.

The principal objectives to be achieved by these recommendations ar* 
a* fellows:

1. Eliminating the need for extensive and diversified manual 
accounting operations performed by OB bureaus and divi­
sions.

2. Providing, at a central point, the total responsibility 
for directing, prescribing, and operating accounting 
processes which are new fragmented throughout th* OK,

3. Providing timely and meaningful program financial infor­
mation for OB activities according to breakdowns needed 
by program managers for current operations, for answering 
Inquiries, for budget justifications and for fund control.

4* Making maximum use of modern automatic data processing 
methods in order to obtain a higher degree of standardi­
sation and efficiency in accounting and financial reporting.

5. Obtaining efficient utilisation of all the OE accounting 
and fiscal personnel, Md, at the seme time, freeing pro­
gram people In the OB bureeus end divisions from the burden 
of directing and managing service type support functions.
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Ths Task Fore# staff reviewed the Office of Administration proposal 
for acquiring punched card equipment which would be used in conjunc­
tion with bookkeeping machines in the bureaus to be equipped with card 
producing attachments. The possible automation of the record keeping 
processes was also discussed with DREW representatives who gave assur­
ances that 08 access to the central ABF equipment would be os a timely 
basis.

The Task Force is not aware of any other compelling reasons which would 
preclude the development of machine methods integrated with 0H8W com­
puters in lieu of the installation and operation of punched card equip­
ment as proposed by th# Office of Administration. We point out, however, 
that this endeavor will require mor# effective cooperation between the 
Office of Administration and SHEW people in the Comptroller*# office, 
and we have faith that this cooperative approach is possible. The ad­
vantage of central equipment can be transformed into ma operating handi­
est if Access to that equipment is slow and uncertain.

■^ I«Sh£*S*LAll^

To carry out the recommendation we have made, the Financial Management 
Branch should be staffed with two capable systems accountants, one of 
whom should have a strong background in the application and use of ADP 
equipment in financial accounting processes. They should be kept free 
of current operating responsibilities until their task has been fully 
completed. Thereafter, they should Insure that necessary changes in 
the 08 accounting system are made in a prompt and orderly fashion.

Outside technical assistance may be necessary la order to insure that 
the systems improvement work moves ahead rapidly la the next thirty to 
sixty days. The Teak Force will attempt to obtain such assistance if 
it Is desired by the Office of Education.



By to th* present, budget fccr»ulatlori tea primarily tern a process for tte 
“pricing oat" of fate requlraments under existing leg taxation. Saw legislative 
piropoMto how MMMtoUy iMB ecMwidww! Md ^ommmmA ttotjM^to^^* There 
tea tea® no input from tea planning staff, tenet, tea process tea required 
little or no parttelpdtien by top wmagraeHt. tea balancing of fate resources 
as between program ate activities where tMa la possible, tea generally ate 
1MMB |tVM MtoM*l* hi^h totol MM^MM^ MB&tdtarat&M to AIM# |fMM*

XX. »M*h®*^ij^Jf^J^^

(1) Xn inetructieBa Iwate by the Bureau of tee Budget for tee spr I «y 
review of tee IT 1967 budget, tea principal ©aphasic is on the * 
pewtsentation of five year program plana, including bote those 
etrtwto by *QQB& m*K5^mAJi^ mA by ^CSMBML tooWtotoMt • 
This sane eppreaab wall be extraaely wmm3* to OR MaMgaaaat 
in tee fcwwlaticm of a budgets. BagOsaMaKtation of thia 
immmmmmAmA^m is i^^itot to* Mttobtoci of AIM toto JWw 
rsetwm^ <m iwsts^litoMmt of to* >lMmln^ Ametim, 
^Hich' wiU Im c^w^^wi in * #£?p^x^ r>i^*<F^ir^• ^ A* MNI MB
*toMMMM| Pfc^gwB ItonotottoBa11

(2) The work of tea 02 Budget Office, tea naming Office, tee 
legislative Office, and other OS orpmi»ati«wl entitle# 
relating to program ftemdation Would be ?4m-phased so 
that tee input# fpm tee entire 02 *tean~ (relating to new 
wmsnsM er «xt«nu#le#t# of exlattm Mrosrans) can be ineomomtad 
&Wt*O O $M^BS3fW8$^ piMtengs for e<xusl&MHkti on during tee spring 
preview by tep mnsgsuent in (1) tee Office of' Wootton j 
(11) the MBS# Secretary level; sad (ill) the Bureau of tee 
Budget. The tine schedule should be established so that all 
02 ergMtlsatlaa units will be aware of due date# fw Weir 
inputs and so test tears is sufficient tire for thoughtful 
and meaningful consideration of issues, the choosing of 
alterants eearase of settle, and effhetive decisions by

The inputs fros the entire 02 tens, including We Planning Office, and 
inclusion of proposed legislation, ean safe* the annual spring preview of 
pragrssaB and the developing of program plan# and budget prelections a sore 
effective and weful procedure to top sansgtment in 02, MOK, and BOB.

If an effective Job of review, analysis, and decision waking is dune 
during the #®ri»ft review, tee preparation of annual budget# to tee late 
swwr and MT vould continue to be largely a Better of pricing out tee 
fundtef required t# C11BMW3# ®i||M^"^ M^®f?^^ *hr ^h* test budget year.
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although it 1# recognised that, all prog?** Iwma way not to reaolwd 1» 
tto spring review. Mao, tto Office of Btoeatiea should to in a totter 
position to evaluate todgct redaeticas proposed in tto spring preview by 
SKEW or tto BO® and their effect on current proftraa# and on tto attainnant 
of langto range f«Mn and tojoetivee.

m. BhNMLImMMR
to believe that iv^emntation of tto retontotoatioM aato herein ean to 
aeaoaplltoMl by OB ataff, with guidance and aeeletaaee as nay to noeeasary 
fron ORT C«wtrollor staff and tto Bureau of tto Budget.



BUDGET EXECUTION

I. Present budget execution procedure#

Ths present financial plan and allotment procedure is peered almost entirely 
to insuring that funds appropriated to the Office of Education are obligated 
for the purpose# authorised by and within the llmltatioa# imposed by the 
Centres#. Within the Units of such objectives, the procedure# and system# 
are adequate. The existing financial plan procedure# and related reporting, 
however, are not considered seitable ar adequate as a basis for internal 
management review and appraisal of act sial performance, at th* Bureau level 
or by the CcmMlssimner or Deputy Comal ##1 oner,.

II. |»c<s’sen^^®s.J[w_i^^

(1) The Office of Bduemtioa should ini tint* a special project aimed at 
developing improved time phased financial plans at th* beginning of 
each fiscal year as a basis for determining program priorities and 
emphasis and for subsequent management review and appraisal of actual 
performance. These annual financial plans should be developed to 
shoe, as a minimum, anticipated rates of obligations for each of the 
’budget activities,” but the project should also identify additional 
sub-activity breakout# necessary for management purpose# at the 
Bureau level, as well as overall cummriee and consideration# that 
would be most useful to higher echelon managers such as the 
Chmedseienar sad Bepmty Ccmmlssioeer.

(2) The annual financial plane should show projected obligation# broken 
dews into monthly time period#, unless it is determined that manage - 
went review and appraisal is not required on a monthly basis. In 
no event should the breakdown be less than on a quarterly basis 
and should be uniform for all program activities and subactivities 
so as to permit aenselidatloa ant sunmKrlsation.

(3) The content of the financial plans should be determined in consulta­
tion with tha principal OX activity, or subactivity,! manager (Bureau 
and division directors, er others). Tbs financial plan should be 
supported by statements of meaningful operating data.

(b) Provision should be made for formal revisions in the plans when 
such action is considered necessary by th* managers in light of 
current conditions, but the format of the published financial plan 
should be such as to always show both the original and revised

(5) The financial plans, when developed, should be formalised and 
published in a manner similar to that now employed for the OF 
budget. That document should clearly set forth any unplanned or 
reserved amounts, together with a clear explanation of the reasons 
therefor.



(6) The published ylem should he distributed on a timely taele to all 
of the principal OB activity and subnet! vl ty manager*.

(?) These plaits shoal# be developed Winning with the fiscal year 19&L

In asking the recomaendatiros act forth above, the taste Force is copal sent of 
the tact that a large part of OB funds is appropriated for formula type groats, 
bat we do not consider this as eliminating the peed tar the kind of taroal 
financial and operational planning retarred to in the reccswendatiro. W 
reoogniee, in cosh situations, that sanageaent discretion is Halted and that 
the development of a financial rod operating plan in each a ease would ta 
a much slapler task thro the development of a plan tar an activity ar sub- 
activity where there is flexibility rod rose tar a great deal of aanagement 
choice. However, to be mmingful the overall financial plan should include 
all program and activities of OB.

tales# throe is, at the beginning of the fiscal year, a veil thought out tiro- 
phased financial plan tar each of the cedar activities rod subset!vlties-- 
which has been developed by the mamagerfe) responsible for the activities 
or subactivities—there is net a good basis tar appraising program iaptasra* 
tation and reaching a conclusion a# to whether the activity or evtaetivity 
is "in trouble" as soon a# that trouble begins to develop.

III. SSBKK^BM#^*!1^

The reference in our ree«romdatlon to Meaningful operating data* relates 
to those kinds of program tacts, or things, that the mongers themselves 
believe are measures of their success, or lack of success, in taplameniing 
the programs tar which they are responsible. Fer eroaple, the mjor impact 
of the Vocational Education Act of 1^3, during the first two years, will be 
in the initiation of much needed construction, and the provision of initial 
equipment. Perhaps the number of projects on which construction was planned 
to have started, as of a given date, and the number which, in tact, had taro 
started, could ta med to roan ore progress In meeting objectives. Another 
such measure night be the number of States la which State legislatures rod 
local agencies have approved plans sad locations for construction of arse 
vocational schools, as well an the necessary bond issues or appropriations 
tar financing these tacllitles, as coroared with the OB program manager*# 
estimate of the number of States which would taro done so.

A major part of the effort in connection with thia roccMaroSatlon will be 
concerned with the matter of identifying* In close cooperation with responsible 
mungere, the kinds of things that era bo estimated in advance, against which 
comparisons can be made as the fiscal yuw progresses. This will require a 
penetrating analyst* nf each program and an identification of those erasures 
that my be truly useful tar mnagement proposes as opposed to throe that rotiM
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Technical assistance

R 
f
l eooMtc# that an individual experienced with the develspaeat of ecacepts 

procedure# for financial plane be obtained to work lastly with the 
namgeaeet report* expert, and the Financial Mata^aeeat Branch be staffed tn 
aaaly*e and review the statue of financial plane, and prepare report* ta 
aanaceaant. Thia probably weald require an additional two er three positions 
la the mnereaent report# seett oct which we have prevleeely reeceaanded.
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BwwM..»teg. nwiBrn m. Bum MMiMitat-
The OK boor will Im charged with the responsibility of administering be­
tween $3-4 Milian la appropriated fend#. Fer the mat part, these funds 
are advanced for the purpose of providing financial assistance to State 
and local educatlea agencies, and higher educational institution*.

Within the OS, sway divisional else organisational smite ate delegated 
responsibility for administering one or wore of these grant type pan* 
gras*. This responsibility include* the promulgation of both program 
policies and financial, procedural, and reporting requirements which are 
levied on fund recipients.

OK*a mission include* also the gathering and compiling of educational 
statistics. The Office is participating in a cooperative project with 
State and Territorial Departments of Education with the al* of achieving 
comparable recording sad repotting of each statistic*. This project has 
resulted in the issuance of a number of handbooks by 08 dealing with fi­
nancial, personnel, and property accounting for State educational agen­
cies. Although the objective of this project is to attain uniformity of 
statistical information, this effort has an impact on the financial man* 
agerent system of both State and local educational agencies. This proj­
ect is administered by the National Center for Educational Statistics.

Personnel assigned to the Financial J^Musgreent Stanch, Office of Admin­
istration, alee deal with and reader financial advisory service* to tbs 
same program participants. Although the Financial Managemrot Branch, OA, 
is responsible for providing guidance to 08 program officials os fiscal- 
type requirements, such guidance has been made available on mi Maa- 
requested” basis, or when specific problem areas develop. This Branch, 
however, has no review and approval authority with respect to financial 
and administrative requirement* levied on grantees.

There is a central point within the Office of education for providing 
coordination and direction of the various financial and fiscal require­
ments that are levied upon grantees, but there is no requirement that 
directives and instructions be reviewed, with th* result that this service 
is not always used.

(1) Ths function of providing leadership and over-all guidance in 
financial management procedure* relating to the W’a great and 
loan program* should be centralised in the Office of Administra­
tion and strengthened so a* to provide a focal point for coordi­
nating financial requirements levied on program participant*.

(2) The central office should provide professional financial advisory 
services to OK program peraoamel end collaborate with them in the 
preparation of instruction* to State* rod Universities relating 
to expand! t^tr# of Federal funds.
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(3) The central office Shanti review and wake recouuuHMiatioa* as 
these alaneats ©f all handbooks, directives, or tost met laws 
t© Stats© ar universities which would have as impact upon their 
financial central systems.

(4> the Office should sponsor promote coeprehsesive program 
far ioprovwment of the financial control system of grantees

diabureenaat of Federal grant and loan funds.

Boot of the financial assistance programs administered by the OR have 
mn^ sissi t#rl» tin 1# #tst#twy iMptifaRNMNMM# ota&wiBt##^ mnmmAinwi 
and technique*> aod fiscal accounting and reporting requirements. The 
unified direction of the financial and administrative phases of thane 
programs would afford an excellent opportunity to simplify and avoid 
duplication on ths port of program participants tn natters ouch a* (I) 
preparing the financial part of state plana; (2) keeping required finan­
cial records; and (3) reporting on euponditwaa.

In regard to our recewaandatien for improving f tnaaeial control system 
of grantees, attention la directed to the Senate Report on the Klsmentary 
1*4 HiwiMft1^ K4u#*tl#* tet| uMbrii tfn^t ths* tte |!*i^£l££p£tlj^ m*t* 
agency is required to . a&ajffi£LX12Sa^^ 
MR*B|UdML±SJ»SB2^^ .PJ^X^^^^^ -M J’^’
&^AJB!£oa£3~^^ properly tapleweat this directive, a
ooor4bi«te4 OK leadership and technical assistance effect is noeesoery.

BflH*L*MttMUMMBKSMt>
The Bureau of Public Bead* in the gepartment of Ceoraarcc has, for several 
years, sponsored and promoted a broad scope financial management improvs— 
went program in the State highway csmalssloa*. They have already achieved 
very worthwhile moults. la 28 States, there is now a total financial con­
trol system in which both State and Federal people have confidence. Active 
work is being dsn* la the reminder of th* States, there desired financial 
control system are now in various stage* O T JtlW'M'W I ^^h^R*4^sf We believe it 
would be helpful to 0E t© obtain a slaty to ninety day detail of am em­
ployee from W#, or some other Federal Government agency, to assist la or­
ganising and getting the OK financial advisory function underway, especially 
in the development of say needed financial management inprovemant programs' 
in State Departments of education, er comparable State agencies that will 
be heavily involved in spending money obtained from Congress by GE. The 
Task Force will try to obtain such assistance, if desired by the Cawniaaionor.

At present, the Financial Managaweat Branch in the Office of luiwlnlstration, 
is conducting a limited fiscal advisory service. The total staff conpleswnt
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for this effort is comprised of five professionals. We have been ad­
vised that seven additional positions are requested for fiscal year 
1966. This staff should be adequate for the centralised and strengthened 
financial management function discussed in this section, but the ulti­
mata staff requirements will have to be determined at a later date in 
light of the workleed experience.



i ^miMteJl

by establishing ths Office of Audit sod centralising
its audit 
the audit

activities 
effort in

this Office. This reorganisation cams about as the result of an exten-

pert#, and after discussion of their proposal with the Bureau of the 
Budget. Full implementation of this panel's recommendations is to be 
accomplished by July 1, 1965, so that, beginning then, all auditing of 
OE activities will be conducted by the central audit staff.

XX ■W<t|M. t<MJX..l€8L*dS^«J^

Our discussions with the Department's new Chief Auditor, and staff, centered 
primarily upon the ability of the naw audit approach to provide the DE 
with finely and adequate audit service. Assurances were granted that this 
would be done. Particularly, we were advised by the Chief Auditor that 
the audit of OK activities would be on a current basis, i.e., it would 
not be a case where the CE money was spent and then a year or two later 
an audit would be made.

The Task Force was advised, also, that requests from the Office of Educa­
tion for special audits of particular suspected problem areas would be 
accepted, the work performed expeditiously, and prompt reports rendered to 
the Commissioner of Education.

«!• &£2S»ffi*fi£Jk22S-*^^

(1) The planned centralisation of all DREW auditing, including the 
auditing of OK activities, under a departmental Chief Auditor, 
should be completed. It is essential that this centralised system 
be responsive to the needs of the Commissioner of Education on a 
timely basis.

(2) A close and continuing liaison should be maintained with the De­
partment's Chief Auditor to insure that audit coverage, timeli­
ness, and service is adequate for management purposes, particu­
larly in light of rapidly accelerating program. la this regard, « 
the Departmat's Chief Auditor should provide the Commissioner •
of Education with an audit schedule showing target dates for com­
pletion of audits in the OK area.

(3) In addition to the "period* and project audits planned, the
Chief Auditor should be requested to make special audits of those ® 
subject natter areas where it is considered there may be possible 
weaknesses, or an urgency, such as collection procedures of uni- <2 
varsities under the IDEA Student Loan Program; adequate documenta- £ 
tian and support for the "level of effort" under cooperative re­
search contracts; the adequacy and effectiveness of fiscal control « 
and fund accounting procedures employed with respect to disburse­
ments of the large amount of Federal funds paid to States; residual 
balances on construction projects, supported in part by Federal
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(4) With respect to great funds advanced to and administered 
by States, the audit should Incorporate an evaluation of 
the effectiveness of fiscal and fund accounting controls 
at the point of expenditure (i.e., local school districts), 
as determined necessary in order to assure proper disburse­
ments of Federal funds.

W* I®U«£=Ji2J£gX18JLolJth«-aMJ^^
About January 1964, a joint DHEW-OE review should be made to determine 
the adequacy and effectiveness of the centralised audit approach and 
the extant to which those of the above recommendations which are adopted 
are being implemented, it is suggested, further, that the Bureau of the 
Budget staff cumber who participated in the survey, referred to in Sec­
tion X above, should also participate in thio special follow-up review.



Problem relating to collection of national Defense Student Umm* haw 
been recognised end haw been under study for several years by the OS.

On April 2, 1965, the Acting Director of the Bureau of the Budget placed 
a request on MEW Secretary Celebrex** for advice at an early date «!*• 
tiw to the kinds of action which the Department concludes are desir­
able to insure better collection procedures. The Bureau painted out that 
in view of the importance of assuring adequate stewardship of th* sub­
stantial funds involved in this progress--and the responsibility which 
this places not only on the Institution* but on th* Federal Government 
a* well--further measure# should be considered, either of an adsinistra- 
tiw or legislatiw nature, which should be taken by th* college* and 
th* universities and the Federal Gowrnsent to assure effoetiw administra 
tion of the BDEA Student Loan Program.

The Office of Education now has in draft fom sow* concrete recommenda­
tions, including changes with regard to frequency of payments; minimus 
annual repayments; length of th* grace period; payments of interest prior 
to disenrollwnt; surcharge* on future payments past due; and other 
changes which they bellow will he helpful, including an allowance to 
th* uaiwrsiti** for administrative expenses in meeting the costs of ad­
ministering their respective loan program*.

limjaLiMJ**^
Extensive work ha* already been done on the loan collection problem, and 
the 08 will soon advise the Bureau of the Budget as to recommended ac­
tion* to improw loan collection procedure*. Accordingly, the Task Force 
has not made an extensive study of its own, being of the opinion that such 
an effort would duplicate work already completed.

The Task Force believes, howewr, that collection of loans to students 
would be improved if interest began to accrue for the first month after 
the student completes his studies, or is otherwise disentailed, coupled 
with a requirement that the first Interest payment be made at the end of 
that month. Such a requirement would keep th* university or college In 
current contact with th® student and, at the same time, would impress 
upon the student the fact that ha has an obligation which must Im repaid.

At the present time, the borrower Is not required under the law to make 
any payment until the end of the second year after he leaves college. 
This makes it difficult to maintain contact with the student and easy 
for the student to forget his obligation.
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