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ACCOUNTING OFFICES, TREASURY IJEPARTMEiNT.

SUBCOMMITTEE OF THE COMMITTEE OK
E.KPENTOfCRES IN THE TREASURY DEPARTMENT, .

WasJiington, D. C., Wednesday,.June S, 1921,
The subcommittee met at 10 o'clock a. in., pursuant to call of the

chairman, Hon. William E; Andrews (chairman) presiding. .
Also present: Hoiu Charles R. Corinell and Hon. William B.

Bankhcud. ' ' - ' _ _
Tlio-CHAIRMAN. Thr meeting will come to order. This meeting

has boon called to arrange the preliminaries with reference to the
examination of tlie acrouhtine offices. As most of the important
features of the work of the auditing-offices arc common, it bus been
deemed advisable to hold this informal conference to suggest to the
auditors a tentative form for n. Written report from each; I am glad
A —-L »1. :_r-'_- .r\t- "•-• _--- l T> li .."_*_•. • •>•'. > - xi - m~-. "• — •

clerk, ofiice of the Auditor for the Stale and ptlierl)epartinen.ts; and
Mr.'Charles A. Kram, Auditor for tho Post dffico DcpartmeKt.

Here is.a draft of ji tentative form for a written sutisticnl report
from each auditor, covering the period from March 31, 1917, to May
31,1921. It-will he oliserved from the hcadijigs that.thic subcommitte
desires inforhiiition miou the following points: Column 1 culls for
tho -number ofunsettled amnjnUj on haird at tho end of March; 1917;
thi'^-cond column for tho dumber of accounts received between that
date mid June 30, 1917, of the same year. Column 3 would then
give the total volume of busiiu«s requiring the attention of tho
ofiice? for that fjuarter; 'olumn 4 should disclose the'huinber of
areouiitH and claims settled during that period, and column 5 would
disclose the unsettled accounts remaining at the end of that quarter.
Column 0 calls for tho number of clerks and employees carried
regularly unon the roll of the ofiice, while column 7 aaks for the
total annunl salaries paid to the clerks and employees upon thai roll.

It may be found desirable and convenient to modify this tentative
statement in some particulars, but it represents the substance of the
information which we desire in written form. It is requested that
these reports be prepared and filed as speedily as possible in order
that oral hearings may then be held to discuss methods and condition
of husincss. • ^ • , .

I nswumc that these reports can ho returned at an early date.
It scctn.' advisable to discuss the affairs of eau 'flicp. Could we
ascertain at tliistiniu how soon tho committee r- .gin the formal
hearings? '
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JAMKS L. BAITY (Auditor for the War Department). I will he
j;l:ul to appear for a hearing on the business of my ofiice on next
Monday, tfic 13th instant.

Mr. Axiwtws. We i\re. very much obliged to youj Mr. Bajt\-j for
yniir olftTto r^P-ort for Jiearings upon your office" next Monday^ the
13th irihlnnt. The-suhcommitloc will be pleaded to meet you nt
•that time in comjmiiy with any MI your subordinates that you may
de>ire to bring uithyoti. Thi" other auditors will be called in turn
as we may fiiid-il convenient for them and for the committee.

Tlu-subcommitteesttir.ds adjourned until Monday, June 13, 1921
10 o'clock •». tii. :



ACCOUSTiNG OFFICES, TREASURY DEPARTMENT,

. [HEAiUNQ No»i 1.]

SUBCOMMITTEE QF THE COMMITTEE ox
EXPENDITURES IN THE TiiEASiniY D^P^RTMENT,

HODSE OK REPRESENTATIVESj -
Monday,. June 1$ 1921.

The subcommittee met- at 10 o'clock a. m., Hon. William E.
Andrews (chairman) presiding. . .

STATEMENTS OF ME. JAKES I. BAITY, AUDITOR FOB THE
WAR PEPARTMEHT; MR. WILIIAM H. BABKSDALE,
ASSISTANT AHD CHIEF CLERK, OFFICE OF AUDITOB FOB
THE WAS DEPABTMENT; AND MB. STUART B. TULLOSS,
CHIEF IAW CLERK, OFFICE OF AUDITOB FOB -THE WAR
PEPARTilENT. / .

Mr. ANDREWS. Gentlemen, this meeting is called -for the purpose
of receiving such oral statement.aB the Auditor'lor-the War Departc
men t may have to offer in connection with the written statistical
report submitted to. the subcommittee on the 10th of this month.

' The written- statistical ropoil, follows the form suggested .by the
committee at oxir last mcotiii^.vpon which all of the auditors were to
furnish data for the service and information of the committee.
Mr. JJaity kindly suggested that he-would bo able to submit in coh-

.ncc.tjoAwJth Jlliis sMisticol report some oral oL.iCxyations.uponJho^_
work of his office at this timo.

Now, bi-fofo we take up that point, and m order that T lilay sug-
gest n .u> Mr. Baity, I call attention to ah iteni liere that appears in
oiir investigation of two years ago cohceriiihg the Bureau of War
Kisk TiirsurtMicc. . I nm quite sure that the. leiier from the chnirmftn
of the committee, Mr. Dale, to your oll'ice, Mr. Baity, was hot clearly
understood, as is shown by the reply which was sent-by Mr. Barks-
dnlc. I want to call your*attention to this so that you will have an
opportunity to review it and give us such information as you may
have on-tho subject. Unilcr date of May 28, 1919, the chairman of
tho Oommittco oh.Expenditures in the treasury Department .asked
tlu- Ssprrotary of tho Treasury, and also tho Secretary of"War and the
Secretary of*tho Navy, to give certain data with reference to moneys
culloctcd and covered in and charged to tho bureau. Wo desired
from tho Secretary of War a statement showing tho wmouht of do-
ductions that had been made by tho War Department to cover
insurance premiums and allotments of soldiers under Iho War Do-
par tmnnt. do reported under, date of Juno 23, 1919, that ho had



6 ACC<U*NTJN'G OFFICES> TREASURY DEVA?': MENT;

Mr. BAITY. You mean the Secretary of War?
Mr. ANDREWS. Y^, the Secretary of War. Now, in order to get

a vcriticiiti«tii i'f that, we nskwl voiir oHicc to jrjvc us oHieial informa?
tion iu> to.tlio amount that hud been covt-nul in as .shown by your
itiulit of tiipvo account*, for covering in, and the fcniy, which' was
sighed by Mu Barks-ink, rends as-follows:

!h roii-roncf to your, letter of June J3, lfll!),.jo'.t are achiseil that this oflire does not
ami wtlfu any accounts of-tlu- I'.iireau of War Kink Inshfancu.

y.nv, it- is possible that qui- Mter ihay have been interpreted to
.relate to the expenditures of the bureau. *

Mr. JiAiTY. So far as the letter went, that n true: "but, as E under?
.pir.nd it, you \vo getting at the amount tliat had been deducted
from the soldiers l>v th" War Department for premiums on irisufahce?

Mr. AXDUEUS What we wanted to got in cphhcction with that,
.ihd what wo WuiiUi like to have now, is a statement from your
records as tolhe amounts you have audited in on these collections.
Our record here wiii sho-.i* that your attention lius been called to
this matter, ami Hint you hare been requested to furnish at a later
date such information* as you can in reference to that matter. I
am (|uite sum that wo did not understand each other in connection

. with the point lobe covtred. •
Mr. Batty will now proceed to give iui siicr oral statement as he

may desire* to make in connection «4th his ofhce. Mr. Baity, how
lorig have j'ou been auditor ?

• Mr. BAITV. Siiico.May9, 191 .̂
Mr. ANDREWS. The committee .will be glad to have such orial

statement, aS /ou dwifo to make that will disclose to the committee
any iri.'onnation that you think will be of material value to it in
connection with your- sttiistical report.
. Mr. flAitv. Along what line, Mr. Chairman ?

_Mr. ANKKEWS. Jor instance, a statement touching the personnel
of your office, the measure < its cllicioncy, and the manner iii which
yo.u have J>ccn supported in the conduct of the business of your
oflieeV . " " *- ' ;

Mr. IJAiTV. Well, v\i i I was appointed and qualified on May 0,
1013, the oflice had V23 iioople, and at the close of the fiscal year
1015 wo hail reduced the force down to 207;

Mr. CON-NEM.. Prom 223? :

Mr. IJAiTv, ,Yea, sir; from 22H to -207. Tho force ran at that
number up until after the ?.ur startcu, when it brcumo obvious that
wo would.nave to increase tlo f^o iris the aeco.unU began coining in.

Mr. ANDREWS; That increase -f force will bo shown by tho sta-
tistical report ? - '

Mr. UAITV. This table, I think, will show the numbo; of pooplo as
time went along J^v quarters; The maximum, I think, was i 07S

Mr. ANDREWS. That was tho maximum?
Mr. lUrry, Thai WAS- the hinrtimum during tho-.wnf period. I

iniglit add right 'hero that for years bcfuro this we had hnd a turnuvcr
in our office of 3,» jjor cent. I incaii by that that 38 per rent <>f tho
clerks loft tho soi vi(;e. and v.o ^ TO, n'atunlly, anpoiiiting clerks nil
the timo ami Irving to kcop tho vacahcios filled. During tho war
wo hud a vorc jJiOicult tHo in obtaining people who wore properly
oquippod.'to <fo tho work." -
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Mr. ANDREWS-From what source did you secure those people i
Were they regular classified.chiplpyees? •
. 7»lr. BAITY. From the civil service altogether.-
..Mr. AMUIKWS. You depended .entirely upon thc'Civil Service Com-

mission to-f ind th people tfiat you required to «lo this work?.
Mr. BAXTY. We appointed everybody that was appointed from

the civil service register, except there were times when they could
ni,t furnish comptometer operators, and they woi:ld .permit us to
uppoiui (HHiiptometcr operators direct, which we did. or we.appointed
tbeiii temporarily, but most of those people would qualify later on
by passing the examination.

" Mr. GONXELI,. You would appoint them without examination ?
Mr. BAITY. Yes. sir. . :
Mr. ANDREWS. For the want of eligibles?
Mr. .BAJTY. Yes, sir; for the want of cligiblcs from the civil service

register. _ IVe appointed a few temporary people in the lower grades
at from $900 to 81,000, becauit at that'time the register.was conu
plctely depleted. •

Mr." ANDREWS. Just at that point may I ask this question: What
was the general grade of efficiency oh the part of those people for
this work ? .

Mr. BAITY. They .wore nil unqualified ftt the start, except for the
foundation they had to build on.

Mr. ANDREWS. That is, they had an academic education?
Mr. BAITY. Yes,.sir. •

, Mr. ANDREWS. Had an}' of them 1>ad any experience in accounting
a t all? - • . . . - - ' •

Mr. BAITY, None Whatever.. Therefore^ we were required to
devote inore or Jess of the time of; our efficient clerks to-training those
Mint were, brought in.

Mr. ANDREWS; .In cither words, you had to run a school?
Mr. BAITY. In ft way, yes, sir. Thori, we were unfortunate in

having commercial concerns take our people awi v from us by .paying
larger saiiiries than we could pay. TJm! .wo-jld happen after, we
had .goiton n man three or four months along, where "he wasjust
beginning to be worth something to us, bu^opon the whole, we got
a pretty good quality of people. We v ere compelled to employ ft
great many womon^because mon were, i.pt available. .

Mr. HAKKSDAI.K, That was at the time the second draft took effect.
Mr. ANDREWS. In other words; because of the win conditions, you

found it still ihore diflicult to secure inen, who would he more lively
"to bo trained to this business than women would be?

Mr. BAITY. Yes, sir. Then, along abouv this period of time,
when clerks wore M> hnrd.to obtain, wo weio chnfg %d with the fesporisi-
bility of putting in ..ft branch office nt 1'nris.

Mr. CoNxur.i.. That olfico came under your jurisdiction?
^Mr, B.\itv. Yes, sir; that was under*a special act of Congress.

We litul to obtain people and send them over there, and wo got them
by taking them anywhere wo could jjot them. The Civil Service
Commission permitted UK to employ people outside of tho eligible
registers for that duty. However, *u consi(lorablo nunibof of them
\\cro pooph that we obtained frmn other ollices in" th« Govornment
—-..-.. _ \yt, soni soitiy uf oiir o>vn propk aver t here, and. \vo got
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nil tho experienced people that we coiijd get from other offices. .V
majority of these employees, however, wore obtained wherever we
could sjct them. We looked as carefully into their qualifications as
po«sibl«. but in n WAV they were all grcc?n so fur as Government
audit ing AV«S concerned. . "•- ".

Mr. ANDREWS. They had .to learn their lesson ?
Mr. BAITY. Yes, sir. The office, 'was closed over there about

Miiy io. i«)in. .
Kir. AXDREW*. Who was the head of that office?
Mr. .BATTY. J)r. J. B. Mnuldin. Wlien he was appointed, he was

.my assistant and chief clofk.
'Mr. ANDREWS. How nwhy employees did.he have under him over

thero? • - * ' .
Mr. B.UTV. I think about 220 was the maximum.
Mr. BARKSDALE. My recollection is that he never had more than

17n.
Mr. BAITY. Well, we will make it 200.
Mr. ANDREWS. l)o these tahles of figures here include them fn

thn total number of clerks?
Mr. BAITY. No; sir; they do, not refer to them in any way.
Mr. ANDREWS. So that this-report covers a force separate »>nd dis-

tinct from the force yo.si had in France?
Mr. BAJTY. Yes, sir. .
Mr. ANimEWS. And that force shc'iid-he added to this ?
Sir. BAITY. That is another matter that should be handled .sepa-

rately. . -
Mr. ANDREWS. In connection witl> tliih report, we should have a

statement covering the branch office iii 'France; showing &o miiny
cmployui>s cobting no much money. Was that paid nut of a special
appropriation'?. . .

Mr. JUiTY. That was .a scpnratv anpropri«itn>n which included
this office aiid-a branch of the Comptroller-of the Treasury.

Mr. A.\i)i|EWs. Was that appropriation made specifically for these
•auditihtf-ofn'fes-in -Franco?— — - -— ' • • - ' - •

Mr. IsAiTY. YcSj sir.
Mr. ANDREWS. And it included hotli your c..flice and the Office of

tho Comj)trollor of tlio Treasury?
Mr. BAITY; Yes, sir.
Mr. ANIMEWS. lii otlu.-r wools, the entire foi-co that Avas sent over?
Mr. BAITY. Yes, sir.
Mr. ANDREWS. l)j.l tin- cor.jptrollor havo a representative- ovor

tliorol
^il•. BAITY. Yi-s, sir.
Mr. ANDREWS. Who wns at tho head of his foi-co?
Mr. BAITV. Mr. Lurlon R. Ginn.
Mr. ANDREWS. At this particular point, you might submit in con-

nwl'mh w i t h .\ottr statuinent MIMIC hriuf supplementary note covering
the activities'of ,\our ollir<> during that period of time. We would
liku io Imvn ^oij giv*i us us coinploto a picture of tha t as possible, ,ns
it S\ouh| he of value to us in making our report to the committee.

Mr. BAITV. We run furnish you a slutumont of tho inuiibor of
pcojilc cmphiynlover thcro and tlu- amount of jnonoy i>xponded.

,\!r. CDNNKI,:., This statrincnt ht-re ha* rt'tVreuPt1 lo-your owii
•i>niplo,\i'i's, ur it applies to %>our office h«ro at Washington^
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Mr. BAITY. Yes, sir; to.this office in Washington,
A.r. CPXNKI.L. And it. (joes hot cover at all the appropriation for

tin* frviwi oVcf there ? . . - .
.' ...1i.\ity, No, sir. v - .
Mr. AXUISKWS. We have interrupted you quite a little..
Mr. BAITY. When we closed the office over there, after the war,

it \\iii returned here. AH of the files and unsettled accounts were
sent back to this city. When they arrived at Norfolk on June G,
thev were shipped up here.

Mr, VNDURWS. Was thai in 1919?
Mr BAITY. Yes, sir; in 1919. They were shipped up here, and we

opened in our office a foreign service division, out. it was handled
separately from our office.

Mr. AXIWEWS. By people who were in that service before ?
Mr. BAITY. Principally by people who '.cere in the office in Paris.

We ntigiueiitcd that force with n few .people who had been in our
office. fibre, but in the main they were kept entirely separate and
distinct.

Mr. Co,v>_«ai;; This js practically segregated from the Psiris or
foreign force? . . . .

Mr. BAITY. Yes, sir. That work was closed out September 30.
1020.

Mr. .VxnitKWs. lltys that appropriation-been exhausted?
Mr. BAITY. Yes* sir. . '
Mr. A.MWBWS. JJo you remember the titlc.nf that appropriution ?
Mr. BAITY. Auditing accounts. abroad. There were" some left-

overs of that \vork that went intp'-thc Accottn's Division of our office
mid that were later cleaned up, but it wa^ "< t mntorinl amount.

Mr. AxnitKWS. I low niniiv divisions have you jn your office?
Mr. BAITY. We have a Ohu'ins Division, a Law*Division, mi Kx

niuihihg Division, a Stating Division, a Records Division, a Trans-
portation Division, and a Computing Division.

MT.'ANUUKWS. What offices are represented in your Transport.*-
_ . . _

.Mr. liAVrv. The *!Jx amliiing
Mr. ,\M»i{K\\s. Thun you lia\e in your auditing division wha* ;.oC't

to be called the llnte Boahh with representatives »f 'he six auditing
oflicosi . .

Mr. BAITY. Yes, sir.
Mi:. .V.NDKKW.S. About how many people are in that division
M;. BA'IT\. Do.vou mean in tlie'entiredivisiov <
Mr. A.v»KB\vs, Yes. .
Mr. BAITY. About SO pei-nle. Now, some tinn; ago the

Inillor of the Treasury, \vlu/\\ns acting under authority from tile
Si.'r,rL'lii''v, i»Miod an order con.solidating all of the rato hourd people
in m\ IiHitv under tho 'IV.ui&portation Division, and designntcd
Mr, K. W. Mxore as tho chief of the <livision.

Mr. AsniiKws. What duties dpcw he. huvo*
Mr. BAITY, lie sti|)i'iivi>e,s nil (lie transportation iiiattors for all the

auditing ollices.
Mr, ANUIIKWS. Docs he- sign the loiters?
Mr. B.\IT> . The division is still under the supervision of the A\Jilitor

uLjJioJ\jLrJ)(!par(iiieiit:. and matters that h.ivc to.<lo with thv \\'nr
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Department accounts arc signed bv me PIT him of by hiiij. Some
important matters I sign ..and the chief clerk signs the settlements.

Mr. CoxxEfci.. What are tlic particular duties of the Stating
!)i vision i. ' / '

Mr. BAITY. They state all the accounts. For a number of years,
and when I took charge, we had iii the ofiice an Accounts* Division^
kn«\vn ns the Auditing Division, and it examined nil the accounts
and made the audits. It computed and stated the accounts and
•handled all of that work. Then, after the war cnmc on the division
became M> lup^e that it was. unwieldy, and we separated iU>y creating
a Pay Division. We inndc two divisions out of the. Accounts Division,
name.l\xthc Pay Division and tlic Accounts Division. .The Pay
Division handled all of the .pay -rolls. Then, some time ago. the
(\imptinlier of the Treasury conceived the idc:i of.establishing out of
these' two divisions three divisions.

.Mr. AxnuEws; Did he <\t> that on his own motion•'<
.Mr. BAITY. I woiild say that he diil, acting under his authority

from t lie Secretary.
>tr. ANDREWS. Do you think that the Secretary of the Treasury

has the legal authority to dclvgatc to theComptroller of the. Treasury
power to organize luuiitiwjofliccs?

Mr. BAITY. Personally, 1 think hot. My opinion is that that is
authority delegated to the auditor by appointment by the President,
ami he-jias that right to. orgiihixe. and conduct the ofiice as he sees fit.

Mr. ANDREWS. T)ii' the comptroller make this consolidation upon
yniir recommendation arid approval ?. -'

Mr. BAITY. Not oh my recommendation. 1 submitted to it.
Mr. CO.VNEI.L. You sfiiiinittcd rather than approyed.it!
Mr. BAITV. Ye,s, sir. I want to complete my statement.. Out of

those two divisions, or the Accounts and Pay 'Divisions, he .-reafed
three divisions, namely, a Computing Division that made all the
compilations, checked all the vouchers to (lie abstracts, and rt'poi'tcd
officers' pay vouchers; an Examining Division, which, examined all
the vouchers; and then a Stating Division, that, stated the accounts
and put what we culled the finishing touches on them. In addition
to that , ho createdji difference sheet section, also.

Mr. ANDREWS. That is a section to take cafe of the differences
found in the. conrse of examination ? . . .

Sir. BAITY. Yes, .sir; and to. handle the suspensions and disaljow-
unctff. He also created a typist section. I meim by that a section
whore all the typists who'handled the work for 'the Compjitiiig,
Stating, and Examining Divisions were under one person. That is
the orgnmV.atioh now.

Mr. Axi)iiKWS. Right at this point I would like 1o.insef.t- in the

Treasury Department, .six in nuinbof. The quotation will conclude
on pnge '2-1, near the middle of the page. This is (jiioted by the.
ciiinptrollfi in his annual report-n» the exact toxt of the official 'docu-

. mem issiioil on ihtit date by the Secretary of tho Tfoiisiiry to the-
'




