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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 Firearms. 

Title and Symbol: 

Date of Violation: 

Amount Involved: 

Employees Involved: 

Type of Violation: 

Pertinent Facts 

Bureau of Alcohol, Tobacco and 
F1rearms, Salar1es and Expenses,. 
1977, 2071000. 

Fiscal Year 1977, Fourth Quarter 

$372,369 

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. 

Report of technical violation. 
Authorizat1on of obligat1on 1n 
excess of the amount permitted 
by the prescribed and approved: 
administrative control system. 

The violation arose because of the lack of adequate fund$ 
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: 
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A·paymen�- to the-Department ·of· Labor in the amount. of 
$279,008 was obligated and �aid out.of fiscal year 
1977 ·funds ... Subsequently, an erroneous accountirig 

. entry was made transferring the obligation and pay.:.. 
. ment back to the transition quarter�_ .. · 

· 

·orders
. 

in ·the aillount of $�17,8SO for str�p-stamps were 
·placed.w.ith the".Bureau of Engraving_ and Printing ·in· 
fisca1 year 1977 ·.and later deol;?l.igated ·and ch�rged to 
fiscal_. year 197_8. It was subsquently c:l�termined that 
th�se stamps were in fact used to replace stock in 

.. fiscal year 1977. · Accord�ngly:; ·the orders should have 
. b�ep· ,charged to .fiscal year 1977 funds-. · · 

· .. .�· ·. 

. . The final SF 133' report. for fiSC!ll year 1977 reflect'eci. 
budget;ar-Y r�sourC:es of. $119, 3.8�,)11,:. _<;>bl;i.gaf_ipns incurred o� 
$119,35�9,592- and unobllgated ·ba-lances· of·�2Lt,519. Had the. ·· 

Bureau prriperly �ecprded ihe obligations f6i the Dep�rtment .. 
of ·:Lab_ox payment_..and the st:r;-ip stamp . o�ders,,_. the obligations 
incurred>wcnild have· exceeded "i;:he ·appropriation availc;ible by 

.· '$ 3 7 2 ' 3 6 9 �-
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A review o;f.·_fiscal year 1977 dbligat:i'ons. indicat-ed that. 
certain obligati,qns were overstated and'-· could. be .-¢ancelled. -

·,_ .. Principal areas of overs,taterilent' ':i,.yt:cluded permanent �hange 
of station author;i.zatlo:ns, motor vehicle" gasoline: charges 
_and. GSA..:space aLterat-ion's. Cancell._ati6n of. the. overs_tated 

. obligations· more than offset the amount of the violati.on; 
therefore·, no supplemental appropriation is requi�e'di. ; . 

. . . . 

-'Ad!1liriis trativ�_:Disciplfne- rlnposed ' �. J 

. 
,! 

·'No. admini:strative disciplin� has -b.een impose-d as·. of . 
. this time·.· 'i'he Bureau' s· inspection· ,division is .curren-tly 
investigating the violation to insur� that no willful 

·.intent. was involved. · · 
· ·' 

New Safeguards Installed 

. . :_. 

· ±o ��ec1�de r��urr�nce, ·the Buteau has strengthened its 
funds· control system through automati-on of- reports which· pro- . 
vide obligatiOnal information on a daily basi.s, and by monthly. 
pr_oj ection of costs as compared· to the old quarterly projection 
method.. In addition, field managers· and account13 examiners. 
have been directedto-more thoroughly review obtigatioris 
prior to processing. 

. ' . 

Adequacy cif C6ntrbl 

The·-curreii.t system of Department;al admini's.trative control 
as approved · by OMB and. as enhanced· by the new safeguards · 
mentioned above is adequate. 
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No. other a_gency is· ·_d;it�cti.i·.-invotved in this. violation. 
. . -

· · Report to Congress., " 

Identical· r�po�:ts o:f:'�this 
• ' • . . - . • • �· - •1;. � 

to the President of the Sen·ate 
:of Representatives. ·: · · 

. ·, 

vio,lation have been forwarded 
and the Speaker ·of the House 

. .. 

W. ·Michae,l Blumentha-l 

. . t 
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