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THE SECRETARY OF THE TREASURY
WASHINGTON 20220

April 12, 1979

MEMORANDUM TO THE PRESIDENT

SUBJECT: Violation of Section 3679 of the Revised Statutes,
As Amended (Report of Technical Violation)

In accordance with Section 71.2, Office of Management
and Budget Circular A-34, the following reports a viola-
. tion of Section 3679 of the Revised Statutes (31 U.S.C. 665),
as amended. The violation involved an account which is

administered by the Bureau of Alcohol, Tobacco, and Flrearms.

Title and Symbol: Bureau of Alcohol, Tobacco and

Firearms, Salaries and Expenses, .
1977, 2071000.

Date of Violation: Fiscal Year 1977, Fourth Quarter

Amount Involved: $372,369
Employees Involved: Mr. Rex D. Davis, Director,
Bureau of Alcohol, Tobacco and
. Firearms (retired).

Mr. Glen A. McDonald, Chief,
Fiscal Division, Bureau of
Alcohol, Tobacco and Firearms.

Type of Violation: Report of technical violation.
Authorization of obligation 1in
excess of the amount permitted
by the prescribed and approved .
administrative control system.

Pertinent Facts

The violation arose because of the lack of adequate funds
control procedures resulting in obligations exceeding the avail-
able appropriation. Obligations as reported on the fiscal year
1977 final Report on Budget Execution, SF 133, were understated
by $396,888. The understatement was the result of the following
transactions:



‘.§372 369

H}; A payment to the. Department of Labor in the amount. of

$279,008 was obligated and paid out.of fiscal year

1977 ‘funds. . Subsequently, an erroneous accounting
“entry was made transferring the obllgatlon and pay—
- ment back -to the tran51t10n quarter.

-- .‘Orders in ‘the amount of $117 880 for strlp stamps were’ ’
- .. -placed. w1th the Bureau of Engraving:and Printing ‘in-
. fiscdl year 1977 and later deobligated and charged to
fiscal.year 1978. It was: ‘subsquently determined that
: ‘these stamps were -in fact used to replace stock in L
.+ ~fiscal year 1977. Accordingly; the orders should have .
. been- charged to flscal year. 1977 funds. ,

.:The flnal SF 133 report for flscal year 1977 reflected

g'budgetary resources of $119,384,111,. obligations. incurred- of

~$119, 359, 592 and- unobllgated balances 0f+S$24,519. Had the.
. ‘Bureau’ properly recorded the obligations. for the Department -

. of Labor payment. and the strip stamp-oxders,. . the: obllgatlons

incurred. would have exceeded the approprlatlon avallable by

A rev1ew of flscal year 1977 obllgatlons 1nd1cated that -

~ certain obligations were ovetrstated :and” could, be cancelled.
nPrlnc1pa1 areas of overstatement: included permanent change -

of station authorizations, motor vehicle gasoline:charges -

" and GSA” :space alterations. Cancellation of the- overstatedA
S <~ob11gatlons more than offset the amount of the v1olatlon
‘~dj therefore no supplemental approprlatlon is requlred

No admlnlstratlve dlsc1p11ne has ‘been 1mposed as. of

*'this time. 'The Bureau's 1nspectlon d1v131on is currently

investigating the v1olat10n to 1nsure that no w11lful :

;[1ntent was involved.

New Safeguards.lnstalled'

"To preclude recurrence "the Bureau has strengthened its

. funds control system through automation of reports.which pro-
. vide obligational information on a daily basis, and by monthly ,
‘ prOJectlon of costs as compared to the old quarterly prOJectlon'

method.. In addition, field managers and ‘accounts examiners.

have been directed to more thoroughly review obllgatlons
. prior to process1ng _

:‘Adequacy of Control

The' current system of Departmental admlnlstratlve control'
as approved by OMB and as enhanced by the new. safeguards-

_ mentloned above is adequate



4Other Agency Involvement

No other agency 1s dlrectly 1nvolved 1n thlS v1olatlon."_

'-Report to Congress

Identlcal reports oftthls v1olatlon have been forwarded.

" to the Pre51dent of the Senate and the Speaker of the House
—of Representatlves., o S , :

W@w%ae

W. Mlchael Blumenthal





