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GENERAL SUMMARY

The status of theo accounts and records in the missions and in ERO reflected

a marked improvement over last year. Not only have the backlogs been largely
eliminated, tut a great deal of work had becn donc in putting the accounts
for prior periods in good shape.

Substantial progress had been made in internal auditing under programs agreed
vith Council's Aunditors in February and, with the cessation of operations in
Burope and the availability of men from the ficld, tho complotion of the
eudit will progress much more rapildly.

It will be recalled that the problem in ocarly 1946 was how best to deploy
an inadequate staff. Priorities of work wore cstablished in the following

order.

1. To bring the resources and finances of UNRRA under adequate controls to
permit sound management. This has been accomplished and will continue
as a matter of routine.

To obtain full financial and accounting representation in the making of
all' comnmitments and agrecments, and to sce that the necessery documen-
tation, which is the raw material of eccounting, was produced currcntly
in a menner suiteble to create the accounting rcocord. This has been
accomplished. There is a positive awnrcness of the accounting and
financial nceds of UNRRA that assurcs proper documentation of current
tronsactions, and, in addition, great mumbers of orior transactions,
inadequately documented, have now been adequately supported.

To maintnin accurate primary books of accounts currently, adequately
supported by proper vouchers, in order that, as a minimum, the material
from which the financial statements can be constructed would be avail-
able. This has also been accomplished.

To perfect an adequate systom of shipping rocords, outturn reports,
discrepancy reports, and receipts from reeipient governments., HNotable
progress has boon made in this regard. At the prosont time thore are
loss than % of 1% of the total shipmonts for which receipts are out-
standing and theosec are mostly for current shipments.

To complcte the accounting system if possible by the production of
financial statcments which would bring the work to & focus and enable
the Administration to appraise the status of the finencial transactions
end tho condition of the accounts. In accordance with commcreial proc-
tice such stotements, at the time of preparaticn, would not ropresent
fully audited figurcs and would nccessarily include cstimetes and pro-
visions for those items for which actual figurcs were not available.
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It has been poesible to draw off such financial statoments which,
combined with the statistical reports of the Burcau of Supply, have
furnished a basis for the management of the opcration of UNRRA.

To prepare final financial statements vhich would be audited to the
fullest extent and which would be as free from gualifications as was
possible.

Actually the Administration, during thc height of its operations, was able
to accomplish the first four priorities and to make substantial progress
with the fifth. At this time, it also laid the groundwork for the accom-
plishment of the sixth priority.

he:

Since the first of thu year, more and more personncl have been agsigned to
the sixth priority and final objective and, now that operations are ceasing,
there will be a maximum effort immcediately brought to bear on this problem.
Beceuse all of the material is there to be worlied on, it is expected that
six months' concentrated effort will reduce the number of unverified items
to a "hard core" which can then be examined in the light of the problems
which each item presents and its relationship to the accuracy of the whole
report.

The only operations which prevent a full deployment now on priority six are
the continuance of procurement in ERO, the continuance of operations in the
Far East, the work done in conjunction with PCIFO and the termination and
repatriation of personnel.

In reforence to personnel, it may be said that, while there are a number of
instances where people do not wish to report to London, for cxample, because
of the tax situation or for personal reasons, “hilc others wish to take a
vacation or find employment clsewherc, & careful cxamination of the staff
situation in Europe and in Vashington indicates that thore will be no diffi-
culty in maintaining an adeguate staff, although its composition will neces-
sarily change.




ERO (LONDON OFFICE)

Within the limited time available it was possible only

(a) to turn over the mission matters reguiring action and review the com-
plete files collected during the survey;

(b) discuss the major items affecting London's owvn accounting and auditing
problems.

The matters are set out in separate reports entitled: Reconciliation of Ad-

vances Made by United States and British Armies to UNRRA Personnel; Prepara-
tion of Mission Expense Statements; Status of Commodity Reports; Supplemen-

tary Instructions Given for Reviewing Accounts in London.

‘A marked improvement was noted in the work of the London Office. The bulk
settlement plan of commodity accounting and the rcorganization of the Records
Section had been a great factor in improving the morale, as it was now pos-
sible to see that the work could he accomplished. A very heavy load was
expected as a result of the inflow of mission accountants and the clearing
up of mission accounts, but nothing could be added to the arrangcments made.

Internal schedules providing for the first draft of the consolidated state-
mente by 30 September were discussed and it was expected that the schedule
could be met. The draft would have many qualifications, as well as areas
requiring further internal audit, and would bc used to appraise and program
the necessary work to produce the final statoments.

The program of internal audit was discussed in detail. The minimum program
agreed with the external auditors is appended as a separate documont. Audit
vork in the field before closurc of the missions and audit of the payroll
accounts in London had been assigned highest prioritios. Arrangements were
made for the attachment to the sudit staff of competent personnel coming in
from the missions, and this should permit the completion of far more than
the minimum schedule by the end of the year.

During June goods to the value of 17 million pounds stoerling moved into
warehouses for later shipment, onec of tho largest movements on record. In
addition, procurement wag still going on.

The situation re PCIRO is discussed in a separate report.

It is apparent that the London organization will be strained to the limit in
the next few months bul progress made in bringing the work load under con-
trol and in building up “he orgsniuation indicated that this peak load of
work could be satisfactorily handled.

A complete review of all mattors arising out of the survey of the missions
as well as those requiring attention in Tondon wos made in a series of meet-




_z&_

ings in mid-June with the Personal Representative of the Director General,
the Chief of Finance and Administration, the Deputy Controller, General
Counsel and others concerned, and fully documented files were turned over
for their action.

A follow-up is maintained in Headquarters.
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STATUS OF COMMODITY RECORDS IN E,R,0,, PARTICULARLY RELATING TO THE

TECHNIQUE OF BULK SETTLEMENT ADOPTED BECAUSE OF THE DIFFICULTY IN

OBTAINING PROMPT BILLING FROM H.M,G,, MINISTRY OF SUPPLY

This plan is in operation and is receiving the closest attention of UNRRA
and British Government officials, The general agreement under which it
is operating is accepted as the working document, but it will not be
finnlized until a number of points are cleared up through the actual
working of the system,

Both parties confidently believe that this method will permit the closing
of the commodity records within a reasonable time,

The plan is outlined in the following documents,
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It is probably as well to commence by repeating that about 65% of UNRRL
procurcment made out of the United Kingdom contribution has been affected
by orders placed with His Majesty's Governmont for supply cithor dircectly
from stocks held at the disposlition of H.M.G. or alternatively by meons of
contracts placed with commercial supplicrs by H.M.Gse Only in those cases
where application to H.M.G. disclosed inability to supply csscntial require-
ments of commoditics not indicated as being unavailable to UNRR4L owing to
short supply did UNRR4 enter the open markct,

Government purchasing and accounting procedures arce conditioned by different
objectives and financial practices and have developed rather differently
from those current in commerce, Large scale buying per medium of govern-
ment departments, therefore, calls for a somewhat differont procedural
technique from ordinary commercial practice and these differences were
neturally acecentuated by commodity shorteges and by the requirements of

the United Kingdom economy.

To meet this situation, a procedure was evolved whoreby UNRRA intimated its
requirements nnd H.M.G. gave notico of its intention to supply, if possible,
or alternatively notified innbility,

The document used for this purpose was a Firm Request submitted by UNRRA

to HM.Ge It was normally prepared after prior consultation with the
government department concerncd and it deserlbed the goods required and
specified quantity, provisional price and delivory and packing requirements,
HoM,Go notified its approval or otherwisc on n copy of the Firm Request
which it returned to UNRRL. With the Firm Request as ¢ basis, HiM.G. either
supplied frem government-held stocks, druw on existing contrncts or placed
frosh contracts with commercinl suppliers. In the last two cases, H.M,G.
normally charged the supplier's contract price plus a oercontage to cover
departmental cxpense of supervision and posgsibly packing, handling or
delivery charges to F.0.B. point,

HeM.G. were not bound to supply the totel quantity ealled for, nor were
thoy bound by the price stated on the Firm Request., UNRRL for its part was
not bound to accopt a quentity in excoss of that stoted in the Firm Request,
nor was it bound to pay a price markedly in excess of the Firm Request
price without prior consultation ond agrocment.

The final cost to UNRRA under any Firm Request did not beeome known until
the two conditions following had becn fylfilled:

(1) the total quantity requestcd had been delivered or H.M.G.
had signified inability to make further deliveries, ond
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(ii) H.MG. had rendorcd Firm Invoices for the total deliveries
mado,

Due to the preactice of H.M.G. using contracts where detcrminntion of price
wis delayed until after the conclusion of the contract, cost price for bill-
ing to UNRR4L could not be ascertained until after the contract was terminated
and the gross value thereof determined by investigntion. Since many of

these contracts ran for upwards of two years, the fommulation of a price to
UNRRA was lisble to be a voery protracted process,

"Bn  UNRRS oprocedure under the Firm Request systom

Each month a meoting was held of representatives of UNRRA and the Board of
Trade, at which UNRRAL put forward particulnrs of deliveries scheduled under
Firm Requestes and the Bonrd of Trade notificd availabilities for shipment,
On the basis of this clecrance, preliminary cargo lists were prepsred by
the Line Divisions snd handed to the Gdministration's Shipping 4gents to
eall forwerd the goods for shipment. Subsequently the Shipping lgents sub-
mitted lists supported by Bills of Lading of the goods vhich hed actually
been shippeds Those thon formed the basis for prevaration of revised cargo
lists eovering actual shipments and civing refeorences to the procurement
documents agninst which cach itom of supplics shippesd had been procureds

On this foundation of the rovised cargo list and Bill of Lading, Internal
Invoices were reised, separntely for each commodity in the shipment, and
cross referred to the procurement document shown on the cargo list, In the
case of procurement from H.M.G., the price usod for the Internal Invoice
was normelly the Firm Raeguest price, although for a variety of reasons, a
number of divergences in price appenr to have arisen,

a4t o loter date, frequently much later, Firm Invoices might be received
from HeM.G,, but up to the present there still remein n substantial quantity
of deliveries 1in respcct of which Firm Invoices have not as yet been received.

4Ls ond vhen Firm Invoices were received, the delivery of the goods to UNRRA
was checked by matching the quantities charged on the Firm Invoice with
quantities dispatched as shown on nn Internal Invoice or Invoices. This
matching of HdM.Gs Tirm Invoices nnd Internal Invoices was frequently diffi-
cult, if not impossible, owing to the lapse of time in the submission of
Firm Invoices nand the fact that thoy did not normally show details of indie.
vidual deliveries and were more often then not in summarized form, including
soveral consignments called forward at different dates for shipment by
differont vessels.

The difficulties of matching invoices were also aggravated by other factors
such ngi=
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(n) Delay in receipt by Internal Invoicing Section of Bills of Lading nnd
Cargo Lists. Contributory fnctors were the requirements of war-time secrecy
under which UNRRA operated for several months in 1945, and the neccessity
during this period for last-minute cancellation of shipments or nart ship-
ments dnd consequent emergency arrangements by shipping agents.

(b) Warehouse records intended for oncrationsl purposes only have been
maintained and these do not provide adequate information for accountancy
PUrpoOSes,

(c) Consequent inability to keep complecte accounts of deliveries against
individual Firm Requests,.

"C" Digadvantages of the svsten

1, In practice, it has been found that for one renson or another, there
has beon a substantial time-lag between deliveries and submission of Firm
Invoices.

2. Furthermore, where Firm Requests called for deliveries at widely
soeparated recoipt points, it has been difficult to discover from H.M.G.
whether or not Firm Invoices received covered all deliveries mnde or to be
made under particular Firm Requests.

3. uccordingly, it has boen impossible for UNRRA ot any time to ascertain
with reasonable exactitude just what its liability was to H.M.G. at any
given date,

4e Similarly, it has boen impossibleo to obtain other than operational total

figures of the supplies which might be anticipnted frum Firm Requests not
completely fulfilled,

"D" Objectives of the Bulk Settlement
These may be summarizod asge

1., To cenable UNRRL and the U.K. Governmont to finallze their accounts within
e. time which tokes necount of the imminent conclusion of UNRRAL's operations,

2. To settle responsibility and standardize procedure for cstablishing proof
of delivery,

3¢« To set up records from which auditable eccounts mey immediately be
vritten up roflecting the transactions with H.M.G.

It has for some time been recognized that some machinery would need to be
devised which would permit of a rather more speedy scttlement of the UNRRAL
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account with the U.K, Government than eppeared at all possible under the
arrangements previously in force., The major obstecle appeared to be the
absence of an agreed basis as to prices, which were being settled by more

or less piecemeal negotiation for each of the 4,000 odd Firm Requests
involved, In addition, the question of whether or not there were further
deliveries to come or further charges to be made for goods already delivered
under any, and if so, which F.R,'s had never been clarified.

The Ministry with which approximately 75% of UNRRA procurement from H.M.G,
had been vlaced was the Ministry of Supply and it therefore appeared logical
to aprroach the problem first with respect to that section of procurement.,
Clearly, if an agreed solution could be arrived at for that Ministry, the
epplication of similar principles to transactions with the remaining
ministries, if considered necessary, should not present great difficulty.

The first point regarding firming of nrices was explored with the Ministry
of Suoply on the basis of a comparison of a representative sample of prices
ag contained in the majority of the Firm Requests exceeding 310,000 in value,
as compared with the prices finally revised and ngreed between UNRRA and H.M.G,
for goods supplied under those Firm Roquests. This comperison revealed an
overall divergence of 1% only, the totnl of the revised prices being lower
by that percontage than the total of the Firm Request prices, It therefore
appeared not unreasonable to proceed on the assumntion that equity would be
vreserved by the application of the sume differential to the remainder of
the Firm Request. prices so as to glvo o falr approximation of revised total
costy,

Sone exceptions had, however, to be mnde to cover special types of large=
scale purchases upon which firm prices had been ngreed, ee.ge transfers

from U.S.3.R. Protocols, Oversoas Surpluses, Military Surplus vehicles, etc.,
ote, These were excluded from tho application of the 1% differential,

Provision had also to be made for the adjustment of accounts for shortages
ond excess deliverics,

Finally agreement was reached on the following general linest-

4 totel estimated value of Firm Requests

was included of 46,165,492

Of this amount, it was decided that the

actual revised valuns omounting to

£23,369,916 should be used in respect of

Firm Requests totalling 23,606,109

The 1% differentinl should be npplicd
ageinst each Firm Request in rospect of
a total value of Firm Requests of 11,082,020
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The remainder should be priced at actual
Firm Request prices 11,477,363

& further deduction in respect of departmental expenses on fertilizers,
pesticides, ete. was agreed in the amount of EllQ,(0 to be a flat deduction
from the Bulk Settlement figurc.

It was agreed that claims should be raised for shortages and cxcess deliveries
priced in accordance with the values sct out above and that on admission of
claims, the Bulk Settlement total would be adjusted up or down accordingly.

It is worth emphasizing that the total figure of B46,165,492 is a provisional
figure only and quite apart from the price revision and percentage reductions
provided for in the .greement, there is no doubt that it will be amended
possibly substantially, as a result of claims between the parties¢ In effect,
it is the figure which would be payable - subject to the agreed deductions =
if deliveries were made under 2ll Firm Requests for the exact quantity Firm
Requested, neither more nor less.

WEM" Re-orgnnizaotio UNRRA ord lement the B Scttlemen
i 2Me

The following paragraphs give an outline of the records procedures involved
in putting the Bulk Sottlemont into practice,

1, The Bulk Scottlement clevated the status of the Firm Request to an
nceounting document where previously it had been a supply document, It has
therofore become necessary to ralse n scparate account for cach Firm Request
and a contra account for liinistry of Suwply Bulk Settlement.

2+ Ench individurl Firm Roquest account will record both quantities and
values, using revised values in the case of Firm Requests included in the
Settlemont Schedule B, and agrecd book values in all other cases, end ignoring
for the present the 1% differential,

3. Internal Imwoicing has been temporarily discontinued and 2 cut=off number
hos been obtained, &1l shipmonts of supplies acquired under Firm Request
coming within the scope of the Bulk Settlement, nnd not invoiced prior to the
cut=off number, will be priced at the firm prices written into the Bulk
Settlement, except that application of the 1% differential will be postponed
till a2 later stage in the accounting, as indic~ted subsequently herein,

4o 41l Internal Invoices prior to the cut=off number will be listed at the
original F.0.B. values shown thereon and dissected to show separate totals
for invoices of supplies coming under the Bulk Scttlement ond invoices re-
lnting to other supplics, Especial carc is nocessary to cnsurc that avoideble
errors do not intrude into this section of the operation, the detniled pro-

cesses which have beon formulated to provide agninst this contingency being
set out hereundeor:-




Annexure I
-5

(8) A complete set of internal invoices up to the ecut-off number to be
used as the posting medium was assembled,

(b) These invoices were totalled and agreed with shipment invoice summaries.

(¢) Internal Invoicing Scetion's file copies of invoicen were sorted into
nunerical order in place of shipment number order.

(d) An Internal Invoice Journal was written up in invoice numerieal order
from the file copies of invoices, The Journal shows Invoice numbers, Firm
Request number, Shipment number, Country Programs and F,0,B, values,

(e) The Journal totals were balanced with the totals of shipment invoice
sumnaries referred to in (b) above, for blocks of about 500 invoices,

(f) The Journal was disscctod to show:—

(i) invoices for supplies coming within the
Bulk Settlement ascerteined from the
Settlement Schedules of Firm Requests and,

(ii) all other invoices.,

(g) Totals of Journal dissecction columns were then mede and cross cast
and agreed with Total column,

(h) The set of invoices mentioned in (a) above was sorted into Bulk Settle-
ment and other than Bulk Settlement invoices, as shown in Journal dissections,
and totalled and agreed with Journal dissection totals,

(1) Bulk Settlement invoices were then sorted into Firm Request Number
order and again totalled and agreed with Journal dissection column,

(§) The Schedule of Firm Request coming within the Bulk Settlement was
oegreed as to the values shown ngainst each Firm Request with the Pirm Request
document files, The quantities and prices moking up these values were then
inserted on the Schedule,

(k) Each bateh of Bulk Settlement Invoices, as and when processed to stage
(1) above, were amalgemated into Firm Roquest No, order,

(1) Bulk Settlement invoices werc then filed in Firm Request Document files,

5¢ Bulk Settlement invoices will then be posted, both for quantity and

value to the approprinte Firm Regnest accounts, Postings will be checked with
Bulk Settlement column of Invoice Journal, The total of that colizm willbe post-
ed to Ministry of Supgly Bulk Settloment Acsount which-operates as the ledger
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control account, Actually, for administrative convenience, separate self=-
balancing ledgers will be maintained for the procurement of each of the
Procurement Divisions,

6. When these postings are completed and ledger balances agreed with the
control totals, the adjustments required to convert Internal Invoice prices
to Bulk Settlement prices (but ignoring the 14 differential) will be passed,
One adjustment will be passed in respect of each Firm Request summarizing
the adjustments required in respect of all invoices charged to that Firm
Request,

7. When this is completed, postings will be made from the Internal Invoices
raised subsequent to the cut-off number until postings are brought up=-to-date,

8, (a) At this stage, it should be possible to agree quantities supplied
with quantities Firm Requested for quite a considerable number of Firm
Request Accounts,

(b) Alternatively, it should be possible, without much difficulty, to agree
with the Ministry of Supply the deliveries made under quite a number of

other Firm Requests and to agree also that those deliveries must be consider-
ed as complete, as no further deliveries will be mede under those Firm
Requests,

9, As and when the conditions of paragraph & above have been fulfilled,

ad justments will be passed implementing the deduction of 1% where applicable,
In cases where total deliveries are short of or exceed quantities Firm
Requested, credit or debit notes will be admitted adjusting the Firm Request
Accounts and the Ministry of Supply Bulk Settlement Account to accord with
actual deliveries,

10, There will then remain a residue of Firm Requests in respect of which
the claims procedure envisaged under the Bulk Scttlemcnt must be applied,
These will embrace such cases as the following:

(a) Deliveries credited to the wrong Firm Request Accounts,

(b) Deliveries recorded by one party omitted in error from the
records of the other party,

Inevitably there will be a number of instances where agreement between the
Ministry and UNRRA would, in the ordinary course, have to await the rcsult

of protracted investigations and final settlement between the parties would
be postponed accordingly, This probability has been foreseen and the Bulk
Settlement provides for a review of the position on 1lst July 1947, or as soon
as possible thereafter, with the object of reducing the volume of detail
work by agreeing a block settlement covering all pending claims based upon
the claims experience of the preceding threc months,
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chart hns been drawn up illustroting in diagram
sses involved in recording under the Bulk Scttlement
attached 28 Annexure Ia,
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A full plon of procedure has been prepared and a copy is aveilable from
which the total worls to be performed can be ascertained more fully, To dato
the nosition is as follows:-

a) Internal Invoices werc discontinued at Invoice ilo. 18489,

b) Internal Invoicing has becn recommenced, commencing fron Iavoico
o 30,001, and in those coses coning within the scope of Buliz Sctilenent,
oxre boing priced at the Bulk Settlemont figures and cloarly marized ¥3ullk
Setiloment”,

c) An Interncl Involce Journal has boon propared, disscciing into
Jul: Sottlomont Invoices and others and the total Bull: Settlenent figuro
acroed with listings o all Bulr"Settleonent Invoices,

d) Document filos in respcct of Pirm Roquosts covercd by Bull: Sottle-
nent have beon takon over from Roports & Control Division and minor defi-
cicacics of infornation have beon nede good by contact with the 3Joard of
Trodo and accoss to thoeir rocords. Tho total nrices originally shovm in the
Bullr Sottlenont Schodules hawvo boon disscctod to show quontity ond wnit
arice for cach Firn Roquosts.

©) All Bull: Sottlonent Invoices have been linked wp with the oopro=-
priatec Firm Roquest files, tho filos oditod nnd passcd to tho llochine
Lodgor Soction for posting, with tho oxcontion of Medical 3ronch, which
presonts spocial probvlons. There aro o residuc of querics for cach Pro-
curanont Branch which connot yot boe passod for posting and the onquirios
arc being pursucd witl: tho Branches for clorificotion,

f) With tho cxzcontion of Medicol Branch and tho querios zlresdy
roferred to, postings hnove beoon nade fto Lodgor Cards for all shipnonts of
Acricultural Rohabilitntion Branch ond Clothing Branche JAe e Branch
108 Dooa balanced with its control, and Clothing Branch is in procoss of

T

bein; bolnonceds Considorablo progress hos boon ninds on Iele

g) A spocinl exnnination has beon nade of Firn Reoquest files, ond os
o rosult, cortain discropancy noticos hnve beon proparcd. Tho oxeniantion
ostoblishod that tho final raising of cleins would be n longthy process,
involving cloaring with tho Bronches in slnost evory caso.

h) It is opporont that in oarlior shipmonts, quantitios of casod
sl nackaged goods wore not correctly nscortained and that ia consoquenco,
o high proportion of tho oarlior Intommal Invoices arc incorreet os 1o
quontity. Considernble work will bo ontniled in ostnblishing correct
quontitios at this stoge.
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i) Aport fron other work, the Mochino Scction has, in conncction
with 3ull: Settlencnt, rrisod control figurcs for 2,600 shipoments, rccoaciled
invoices totalling spproxinntoly 520,000 with the Journsl and roadlscd control
veluce under tho nain commodity grounse
2, IXTERUAL IOVOICSS (Govornnmeont Invoices (other than M.0.8.) ond

Cowmercinl Invoices)

This con conveniontly bo swmorizod under the following sub-hecadingsi=-

iy e

o) Goveranent Invoices., Of 2 total of anproxinately 319,900,000 vhiich was
on hnond at, or roceived sincc the lst Jonuecry, rather nore thon 110,000,000
have boen processed and passed to Commodity Accounts. Of the ronoining
£10,000,000, tho najoriiy arc concornod with wool, which has prescanted spo-
cinl difficulties, but ore now in coursc of sottlcment. In addition, rothor
nore then £1,500,000 romain with Procurcmont Bronchos awaiting clorification
but action has boen tcolzen to expediteo scttlomont. The renninder aro now

in coursc of procoess,.

b) Proparing for noynent of Commercinl Invoices. Sinco the 1lst Jomuory,
eppro:inately 4,000 invoices covoring comrioditios, froight and accossorial
horges have been processed and passed for poynonts The present rate is
approxinately 780 por nonthe Complicating factors arc - cortain engincering
coatracts involving progross and interin pHoyments, prico incroases hove to

bo specinlly procossod, nnd this ontedls sone delay in the hands of Procurcnent
Brancics,

c) iatching of Commercinl Invoicos with Intornnl Invoiccs,e HMatching is

not undertckeon until oftor paynent and roturn from the Payments Brone:,
wiiich results in sono tino=lage Of o totel of $13,7 nmillion avallable for
natching 4.4 nillion hovo been natched to date. Of tho bnloncoe of 19,3
nillion, &56.7 nillioas is roproscnted by paynonts to oversoas supplicrs
(so=called Bonk of Englond paynonts) ond in conncetion with thosc, there is
still considerable work tc do on docunentntion, A special growy of tho
comropriate scction has boen assigned to this work, Spheocicl difficultics
cre - rodl shipnonts, which arc not so cnonable to onsy trocing ns sco

.

shiHnents, and difficult itoms which require considersblo roscnrche

e INTERNAL INVOICES

o Tor tho poriod of 1lst Jonuary to 9t Junc 1947, Intorusl Invoices havo
been roisod on 1,188 siionoants, veluwed ot 521,896,000, In viow of the
arrengoenont for Bulk Scttlenent, processing of shipnonts woas suspeaded fron
15th April to 28th Moye Sinco the 38th Iz, 1,050 Internal Invoicas haove
beon nrocesscd. There is a considercble backloz, mnounting to cooroxinatoly
200 shipnonts in coursc of processing but not comploted, and n furthor 200
shipnents which cannot be processed bocose of lack of Bills of Loading ond

()

Corgo lists, Responsibility has rocontly been transforrod, for the production
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Lists, fron Shijming Division, Dopartnent of
) FTO -'”“-.‘ To7s} *.,i'w. Departneat of Swoply. Closc contoct is
intodned and tho nocessary pressurce cxorted to produco the required
oS oarly o8 poosiblo,

4 spocinl group are dealing with oomroxinntely 700 undocunented reoil
c-:t.‘ cnd sone B0 odr shinnents, This sonc group is 2lso decling with
ooynaceats and has nade substantial nrogress in the setting wp of o
cqrd indox and the cross-reforencing of froight charges to tho

ntc shipnonts., Additionnal stoff is considered nocessary to reduce
iore ropidly

JTHOUST RICORDS UINIY

Considerable nrogross has been niade since the beginning of the yeer in
esteblishing o Cu...nrt,..OIlalV systenl of worchouse records. Rather nore than
3,000 warchouse counodity cards havo been oponed, and some 6,000 postings
nados Anproxinateoly a furmer 1,000 postings rennin to be nade. tocl:
sacets have been preoparcd as at 3lst Marc: 1947, covering 1,850 itens in
Warelouscs Arrangenents arc in hand for stock sheots to be propared as at
S0th Junc 1947 to facilitate tho preparation of commodity accounts at this
datce It should be noted that posting to the cards and the inventories
ubscquontly raised are now cross-roferréd oither to tlio suppliors!' invoicoes

or the approprinte procurencat docunents

Se SZCORDE CLOSURZ S3CTION (FIEID ISPECTION)

A l"I‘f‘G n*':bcr of special problens, ncocessitating detailed rosearch and
reporting have beon wnder tr‘l'.c .;u,.ong,' these oy bo instanced:-

) Consideorablo and detoatiled work in connection
with Suarprop, Poris,

Clarification of Ballzon Stoclpile and Middlo
dnst tronshipnents.

sary resoarch and proparation of
:il 3d record of overscas procurenont,
paynents, otce, node ngainst transfors
ls and covering from "nuthorization®" stoge

ocoint'stage. d

d) Records covering contributed supplics fron
S« Rhodosin,

Certein personnel have been ascigned to Connodity Accounts for special work
ond considercblo sssistonce hos boon givea by personncl of this Scction in
connection with Bullk Sottlonent. With tho carly closurce of Missions, ond
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ond docurients, considerable worlr will bo
orderly clearance of thoso rocordse

-

fron the bulk of ":, which has beon reduced as far as possidle to

3 01' routine procossing, speciel _".‘\- ylons which do not lond thon-
) 8 to routine notheds, continuplly oris Arrangenents hovo bocn nado
1d oxe cr-.r:—.‘o".tl:; in forec vhoreby sucih j._"-':.olc.:..s arc discussod botwoon this
11t ond Commodi ty .'.ccom"t"‘ cach weolsy rnd insofar as the problens have
ropercussions with Swyply Dopartnent, thoy aro raisod, and if possidlo
clarifiod at tho %3\1,; Do :.u"t “.ﬂt veo! '1 nocting, vhich is rogularly ot-
tonded by o roprosentetive of this Uni

-
(A
-,
.




T AT JTORE-IOLD CHAT
o hevo on his roturn to IJ.R.0. o Tull
a8 far ns Hoasible in o "iaral
Controller, lirs Cmmpbell, dirocted thaot the
- Records and Comnodity Accounts should be

. »

scctions of the worlk,
the progross obtained and future projocts of each soction
ns far as arocticable in a visval indicator forn.

flow chort noy be bettor aprecinted wvith the following oxplanationg

Tho Bill of Leding received from Shioniag Division is considorod
_Tl]“‘" record docunont fron which all intoranl processing originates
denotes ftronsfor of $itle ot shipside,

Uson receipt of tho Bill of Lading fron the Shipping Division, it is
registered, ond a Shipnent older is oponed for thot shipments This folder
faon comlete contedns copy of the Bill of Loding, Final Coargo List, Internal
Invoices r Swinary of the Iavolces in that harticular shipment, An
Intornn)l Invoice is raised for cach and overy iten on the 311l of ILading
es intor lut od by the finel anended Corgo List, and contains the following
infornetion

U
.
tea

Procurcnont Roforonco IMuabor.
Shipnent hutber,

Vessol.

Dato of Sriliag,

Cornodity.

Country Progreon,

Purposo.,

Quantity Shiomned.

Provisional Valuc,

S B O AN o
st i N i Nl PN NS

L

N IR TN TN TN TN

(C) Aftor an Intornnl Invoicoc hins boeen raised aganinst cach iten on tho
3il1l of lading and/or Cergo List, tho Shinneant Folder is passed to the
Pricing Scetion, where the commoditices listed aro priced provisionally,
using volnos 1rovided by the ¥irm Request, I'irm Invoice or Bull: Settlencnt
ogroed book valuos. ncih Inbornal Involce is then nuanbered in sequenco and
nosted to the Internn .1 Iavoice Journale Journal entries take nlnce after
coleulations have been oxtended.
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is nossod to the Master Shiming Registor, to record all details
Shinnont o8 o permenont rocord.

I) e Invoices arc celculatod and the foldor is passed o T e
( or is passed to (F) where
oo

(6) Tio sorting desk nglies distribution of the finesl copies of the
Internal.Invoice and Sumaries, ond also opons o supplenentory folder con-
telning docunents required by tho Commodity Accounting Bronch, Aftor o
finel document check at (i) the folder is forwnrded to Commodity Accomnting
Brone: (I)e The Interncl Invoice Secetion Shipnent Folder is routed to thwe
Section files (J), and naintnined as a pernmonent record filed by Comtry,

Distribution of Internol Invoices and Sunnorics is ss follows:w

copy to Internnl Invoice Section Filcs

copies to Cormodity Accounting Brench Folder (1 copy for
Washington).

o

yies Yo Dxternsl Invoice Scction,
oni

es to Bullz Sottlement Section (1 copy to Swply, Rocords
and Control),

Total 7

The twe of the Internsl Invoices routed to tho External Invoico
Scction (X) arc scgregated by tyne of procurencnt affoctcd (Connorcial or
HellsCGo) ond filed by Corinodity ond Firm Roquest (or DeP.0.) until such tino
a8 tho I'irn Supplier's Iaveice has boon cortifiod for paynent. Tie
Interanl Invoico(8) and Swoplicrs!' Invoices are then natched, »nrice adjusi-
nent nale, scheduled, ~nd forwardod to tho Connodity Accounts Bronch,

(L) Indicated the in~flow of firm suppliors! invoicos which arc recoived
fron Commodity Accounts Bronch,

Firn Invoices arc rogistored end forwarded to the Branch responsible for
procurcrient sa that they noy be cortified to the offect that the comodity
deserinstion is as reoquired and that the »nrices arc esccepteblo to UNRRA ond
are in cecordence with the procuroment docunonts, i.c., Filrn Roquest or
DJP.0.

To invoices are roturned to Commodity Records vhere the oxtonsions are
cheelzed ond in the case of -

a) Comnercial Suppliers?! Invoicos chocked npednst procurcnent docunonis,
o draft internal invoice raised ond -yossod to Peynent Authorization Broach
for eynent. (Firm Commorcial Supplicrs! Invoices upon rotuwrn fron Iino
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)

Divicions arc choclod with 3ills of Lading if the goods hove alrond” beon
salmed. Draft intoranl invoeices ore reiscdafron the Su:a;‘licr'z Iavoice

L onssed to Iaternnl Invoilce Section to bo held until docwiontotion provids
ing cvidonece of shipnont l1ins beon roceived, This nothod .:‘:'.rr:id., gubsoquent

yrico cdjustment betwoen internsl ~nd extornal invoices,)

D) I‘Z.I{. Ge Invoices, other thon 3Bullz Sefilenent, are natched agalist internnl
avolieces, mirieo adjustnments rcecordod cad passed through in n cornbined form
to Comodity Accounts,

Zirn Sunpliers! Invoices subnitted ngrinst Trensfer of Munds axre certified
b Liae Divisio 1y recorded nnd filed »nending receint of Internal Invoices for

‘_fz".; and Accessorinl cliinarges are nassed to Shipping Division for certifi-
on mMd upon return ore registered agoinst the relevont shinnent ia the
ter Shipring Register nmad forwrrded to Poyment Authorization Brancli,

Taero is also o specinal group who are cormiling o complete card inde:x:
register of nll shinuents for vhich B.2.0s is responsible, for rll the ship-
ments wvhore L.R.0. 1s responsidble for freight payment, and for ~ll shipnents
viiere Huymont of freight is in o soft currencye This will have a two={old
boenofit, It will ensure that the freight paynments have been ciffociel for
rll UTRA shipnents under jJurisdiction of EeReOs and thot 211 shinneats for
waich freight has been noid have been covered by the nocessary docunentation,

A registor is nmaintoined for Progress sad Interin Paynents.

Fira Suppliers! Iavoices arc passed to tho Stornage Records Scetion ot (M)
to be cress—reforred to commwodities in storage.

i) Stornge Records Scction. This soction is responsible for ncintcining

deteiled records of poods into 'md out of steres and wnrehouses, T[his rocord

i nointeined by ne *:-1:3 of o visunl cord index systen, the entries voing
rolsed fron landing eccounts for receipts into wnrchouses. For shipmonts, fron
I'_c werehouses deliver;” ordors cross referred to the relevant 3ills of

Leding end Oargo Lists, Physicol inventorios are checked sgainst the balances

on the storoge cards snd discrepancies sdjusted if neceossary,.

(& Rocords Closure Scction. Thiils Scction also incorporates Ficld Inspec-
tion ns far s that is now applicobleos A systen has Deen set wp wiereby all
Swynly docunentation and rocords coning in from the Field on the c"c:'""c of
Missions 1s boing tolken into safo custody, registered and indexed ond
Hrovision has been nade for linited personnel from the Fiecld to clc._.r wp
tm*;:iqml problens of docunentation arising fron the records,
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1 addition a nunbor of problons nocessitnting a detalled rosonrch are
ing covored by this Soction. JAnong these may be insthncuh

considernble worlz in connec:':;iu‘: with Surprop, Poris
clarification of 3nlkan Stoclpile and Middle Zast r‘Hms—
shinnents,
c) the compiling of n dotailed rocord of rll procurcnents agrinst
tronsfors of funds covermh t‘.Le natter fron the "authorization® stoge to
0 ®rocelpt® stago.

Cortnin porsonnel indiccted on the staff orgenization chart have been loced
on loan to Cormodity Accounts for spocicl Jjobs.

(0) DSulls Settlenent revrescnts tho largost singlo problen that Cormodity
2ocords acs to deal wit: at this datoe. e procedure for Bull: Sottlonent
aeCo! mting nnd clains for short deliveries and credits for over doliveries
hps been separately (10:-_11.. witi in a lenorandun on this subject, Tho
procedure in some respecis is still in a fluld state and negotiations are
talzing place with other *m.rts of the Adninistration, 1.0, Swnly; and the
Soerd of Trode and Ministry of Supply to sottle the most effective nethods
It vill be clearly secn fron the progress chart that several of the lL.a.r‘e:r
tosl:e origing ont of the 3Bull:s Settlenent ore only now cormencing, or in
thwolr ooxrly stoges,

Tho accounting for Bull: Settloment with H,il.G. will be entirely carried
throus: by Conmodity Rocords wntil such Yino as the one 311l for sone
206,000,000, less agporooriate deductions for inabilities, shortages ond
diserenancies, can be swmpported by Fim Roquests against which will Do
canrged internal iavoices reflecting individual verified dolivories, the
internrl invoices being, os in all othor coses, the information fron 3ills
of Loding and/or Carge Licts, translated into finnncianl torns.
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COMMODITY RECORDS UNIT
ESTIMATED PROGRESS AND WORK LOAD CHART — 30 JUNE 47

1945 1946 JANUARY FEBRUARY  MARCH APRIL MAY JUNE JULY AUGUST SEPTEMBER OCTOBER NOVEMBER DECEMBER

SHIPMENTS k 90,500,000 % 10,500,000 E

Shipped to 30th June 1947
I |

BILLS OF LADING Bills of Lading received to 30th June 1947 & 74,500,000

I 1 | 1 I l
Backlog & 14,000,000 52,000,000

To be shipped

This Backlog is made up of (a) B/Lading on hand not yet processed b 6,000,000

aporox; current B/Ladin
(b) Shipments for which B/lading not s / &

yet to hand £ 8,000,000
A | | | | I I
INTERNAL INVOICE SECTION
b 48,000,000 k 26,500,000 b 26,500,000
Total value of ERO procurement
from the beginning of operations
20 date forgwhichgcommoggty 1267 Shipments Approximately 1,400 shipments, Later shipments will comprise
Records has the responsibility ‘ a large number of small items, including rail shipments

to raise Internal Invoices i- | ' | ] [
NOTE: The average delay in receipt of Bills of Lading and Cargo Lists is nineteen and thirty days respectively from the date
b 101,000,000, of shipment., There remains b 10,500,000 worth of commodities to ship. Estimates of time envisage clearing these

shipments by 30th September 1947. Any considerable arrears at that date will extend the time for completion,

B
MACHINE SECTION ‘ ‘ ‘

This is essentially a Service Section, and the volume and rate of work is controlled by the Operating Sections, Machine Section types Internal Invoices
and checks calculations, types Ledger Cards, makes Machine Postings, reconciles Control of Postings and checks calculations on External Invoices.

c
EXTERNAL INVOICE SECTION

Estimated value of invoices '
covering commodities procured (k5,000,000 k 19,000,000 b 30,000,000 é

from Commercial Suppliers or

HMG Ministeries other than

Ministry of Supply from the In fact about b 22,500,000 were |
|

beginning of operations to matched during 1946 of which
closure i- about » 17,500,000 was MOS since |
& 54,000,000, dealt with separately under the '

Bulk Settlement.

| | | | |

NOTE: There is a continuing process of preparing Commercial Inveoices for payment (prior to matching) and the present rate is some 750 per month.

D The total number to be dealt with is unknown, but the present rate is likely to continue for several months,
STORAGE RECORDS SECTION | | l | l | | |
1) Bstimated number of LIVE stock cards at month end, = =, = = = = = = = = = = = ¢ 0 0 = 0 =2 = = = = = = = = 2,200 1,700 1,250 750
ii) Estimated number of stock postings to be made and cross-referenced to External and Internal Invoices = - = 1,500 5,000 3,500 2,500
111) Estimated number of items in Warehouses for inventories and pricing for Audit purposes = = = = = = = =« =« = 1,700 1,500 1,000 500

NOTEt The clearance of each item in stock involves a number of postings due to breakdown of cases for shipment. This number will
increase still further as shipments comprising many small items are made to various countries in the closing stages.

E
RECORDS CLOSURE SECTION

Special problems in connection with closure and run-down, including receipts, custody and indexing of Supply Records and documentation from Field Missions
detailed work in connection with SURPROP, Paris., Clarification of records on Balkan Stockpile and Middle East Transhipments.

Register of Transfer of Funds from 'Authorisation' stage to 'Receipt' stage.

F & i

BULK SETTLEMENT a). Quantities and prices inserted in working b 46,000,000
schedules. Calculations checked and agreed.

(complete except for minor queries)
b). Assembly of Internal Invoices to cut-off number |

only (18,489), checking, written-up in invoice

journal, dissected listed, and egreed. Filed [

with Firm Requests. (2,400 Firm Requests, 20,000 Invoices) |

I
¢). Ledger cards opened for all Firm Requests. |
Invoices edited for posting, posted to cards
and controls agreed.

(3,000 ledger cards, 20,000 postings)
|

d). Price adjustment calculated, dissected, entered Couplation of 70% by| 30th Septesber snticipated Balance of 304 slow Z
on vouchers, journalised and posted.
e). Discrepancy notes raised, registered and submitted to MOS. i l '
Claim:praised on agreed 31screpancies or Firm Requests Number and value unknown, Anticipated 75% complete by 31lst Oct. Balance>
adjusted. Claims registered and posted slow and dependant on results of research and negotiationg. Eih_
f). Invoices subsequent to cut-off (30,001) will require similar process Work should be current by 30th September. j%é
(a to e). (See Internal Invoice Chart for estimated progress). Completion depends on shipment dates.
g). Queries on apparent discrepeancies, research and negotiations with MOS, i%:
Clearing special groups i.e., Vehicles, M.T. Spares, Bridging etec. - . ; ]
(No time estimate can be given. Dates depend
| on shipment, research difficulties and
| tolerance (if any) that may be allowed).
| 1 | | | ]

N.B. The estimates given above are conditional upon procurement ceasing as of 30th June,
and shipment of commodities being comnleted by 30th September 1947,
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AGRESMENT UNDER WHICHE WORK IS CARRIZD ON ACCEPTED BY BOTH
PARTIZS AND TO B3 FINALIZD WHBK CZRTAIN QUESTIONS ARE
CLARIFIZD 3Y T ACTUAL OPERATION OF THE SYSTEM

1 I write to place on record the agreement reached between representatives
of UuN.R.R.A: and of His Majesty's Government in the course of negotiations
at the meetings held at the Board of Trade on 25th and 26th March, with a
view to effecting a Block Settlement in respect of Firm Requests placed

by U.N.R.R.A. up to 31st March, 1947, on the Board of Trade (S.L.A.) for
procurement of supplies through the Ministry of Supply. The total value

of Firm Bequests to which this agreement aprlies is $46,165,278.18,14.,

ag listed in Appendix "A" hereto. In addition the agreement applies to
I.7.P.'s (Instructions to Proceed) in respect of Mechanical Transport

Spares as listed in Appendix "B" totalling ¥17,185.8,0d.

The schedules prepared by U.N.R.R.A. in collaboration with the
Ministry of Supply setting out revised prices for the larger Firm Requests
were available for the purpose of the negotiations, These schedules, which
are attached as Appendix "C", covered Firm Requests of an agreed book value
of B23,606,109, the revised valuations shown thereon representing an over=-
all decrease of 1 per cent on original estimated prices.

2. Groups of items to be spocially treated.

The groups of Firm Requests, detailed in Appendix "D", representing
substantial sums for which firm prices have been agreed or are in process
of being agreed, will be included in the Block Settlement on the basis of
these agreed firm prices. The estimated values of the Firm Requests cover-
ing the special items were at 3lst March, 1947 as under:i-

2]
Supplies transferred from U.S5.,5.R. Protocols 4,920,885
Overseas Surpluses 2,550,000
Leather, sole and upper 551,562
Military Surplus Vehicles (7¥.4516) 1,175,680
Bridging Material 2,034,628

V] OO0 O0OMNM

Total $11,232,745

Certain Firm Requests included in Appendix "A" had not been approved at
3lst March last; such Firm Requests are listed in Appendix "E" to a total
of 821,717 . 8, ad., They are included in the Block Settlement on the
basis of the Firm Request prices, but will be subject to adjustment elther
way as firm prices become available. A similar adjustment will be made

in respect of the I.T.P.'s listed in Appendix "B" as firm prices are
established,
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Hoaues ts

A

A deduction of 1 ner coat will be ¢ We ¥.BeRede from the
otal voluo of Firnm cu*“':,‘q o8 in Lopon i WA nite: dueting thorolron
wotal of the Tirn Zoaueste listod in aoondic DI and wZN, fTho
ure to which the wr cont differondisl will Wy wi I1 t“u..'" be

»010,816, 1. 84,

1s

rosyocy of Departnental Tiponscs on cortain
processed natorinsls,

Allovenco in res

T eI 5 o

In the ense of cortnin natorinls (c..e fortilizers, pesticides, otes)
tho ldandstry of Sunly Love 20t rendorcd f‘*ll reage of sorvices covered
by e s ...ui.‘.;‘d. odiitional clarge :f'l..li cct of deparinental o:penses
for noaafactured goods, It hins secordingd: beo: a,;raocl that an allowance
giigll be nade to .[J.'........‘ Jolle 7 cosh doduction or1 tho totnl fisure for 3Blocl:
Setilenient of a sua of 1110,000,.

shortazos and fcess Doliveries.

(2) nere it is Qisclosed before mroduction is out in hand or before
Sotrl Hroduction is coimleted, that it will 2ot be possiblo to suppl:
fell gueatity specificd on a porticular Firn Reguest, an smondieat to tho
Firiy Tequest reducing Dot quentity and non oy valuc will bo accepied as
hithortos Tho anownt of the crodit will Do ealculated on the basis of

tie agroed value of the Tix: Roquests listed in
dppendicos W30, ¥DN, and N30, and

the Fim Toquest wal nfter application of the
differcatinl of 1 por ceat in tho casc of itous not
80 listcd, ‘hore it is not aracticable to aply the
1 por coent differential, ey e Tfor the reason that

J
individvsl itois on a Fiyn Roquost have not boon
priced soharatelyr, tho finmecial adjustnent will be
agraood D negotiation,.

(D) Then finnl deliveries against o Tirn Reoquest or agninst anr
Jlra Requoest ove been nadeo ond 1% is establisted thnt thore is a

age in the actunl gumtity rocoived by UelleReRede Cee throush losseo

treasit to the polat of ol-lvor;,' 1o Uelle2Ruliey @ crodit will be nllowod

UsTelleTlode caleulntod as in (2) above.

(c) Sinilarly, wiore the quantit received by UsNeReReds is in
of tho quentity s.‘. ov on the ﬂ.r* Zequesty, o credit for the iacreoased
iJ'L be alloved to the linistry of Sumly,
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(d) Yhere, howover, it is fo L nat, in the calewlation of the
diflerential of 1 por cont to bo applied wandor Paran. 3, tho shortonge or
excoss dolivery has nlroody boen teken info nccount in the revised value
a8 stoted in Appondix "CW, Col. 11, no finmncipl adjustnment will be nndo
ander sub-peras. (b) or (c¢) above.

to reduco further tiie renrining volunc of dotoiled
boffs of the Mialstyy of Sumly avd D.T.Z.?.L., the
n lst July next or =8 soon as p 1i0le thercafter,
of acrooing, on the b?ﬂis 0% tho
1 .:.,'Ltl';:, o block sottleneat co
« (b) or (c) above,

Procurecient 1

beconse tho

falthfull

HTonneth MeGre
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SURVEY REPORTS AND WRITE-OFF ACTION UNDER E.R. ORDER NO. 93

Discussions at the missions showed that the procedure seems to be well
understood. Many survey reports will issue as a result of the turnover
of properties on June 30th as that was the earliest date at which short-
ages could be ascertained exactly. A large number of survey reports have
boen accumulated in London for action.

It should be noted that considerable investigation is made before authority
is given to write off or otherwise dispose of the amounts involved. The
survey boards are conscientious in performance of their duties.

An up-to-date summary was in the course of preparation in London, but the
prior record dated 3rd April 1947 showed that 52 casos had been referred
to ERO and that the disposition of these was as follows:-

Survey completed and sent to CFA for action

In procecss of submission

Under investigation or in procesgs of
docunentation

Returned to missions with ingtructions to
process

The internal auditers ere checking all writc-off ontrics to sce that they
are backed by approved survey reports.
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RECONCILIATION OF ADVANCES MADE BY BRITISH AND U.S. ARMIES TO UNRRA

PERSONNEL, IN DP OPERATIONS PRIOR TO THE INAUGURATION OF THE PAYROOK

SYSTEM IN NOVEMBER 1945

One of the most difficult and troublesome problems which ERO and home
accounting stations have had to contend with has been the detalling of all
these advances, charging them to the personal accounts and attempting to
obtain a reconciliation of the gross sums involved with the military
authorities. Prior to the inauguration of the present paybook in Germany,
an advance-type paybook, whith in fact was nothing more than a cheque book
vith which they could draw limited sums of money from the military finance
offices or from certain UNRRA officials who had imprest funds which they
replenished by bulk drawings from the military authoritiecs. The porsonal
accounts were kept in French francs, but the payments included marks,
French francs, Belgian francs, guilders, Danish kroner and sterling.

It will be recalled that UNRRA personncl went into Germany on order of SHAEF
undor military control. Under the SHAEF agreemont UNRRA had no financial
responsibility. It seoms a fair infercnce thet, when this pay systom was
inaugurated, it wvas not contemplated that the personal accounts would be
charged. Apparently the systom wes dovised in great hastc to work out some
way of paying porsonnel in the ficld whose discontent had reached extreme
limits, A prior plan, under which cheques were sent out to the ficld from
the Paris Office, collapsed beeause of the commnications problem.

In any event, after the systoem had boen running for neorly cight nonths,
it became epparont that personal accounts should be charged.

The procedure of the Army Finence Officer was to take the pay elip and cash
it and to hold it in his filos as the voucher supporting the paymont. The
total of thesec vouchers wns reported through to the Chief Finance 0ffice
and set up on their books, but the finance officers did not relcase tke
vouchers. Because the Army did not considcr these amounts as reimbursable
iteme, thoy did not preparc detailed schedules oxcopt for the expenditurces
not made in marks; BAOR, for example, had only adding machine tepos giving
the total of the slips held by the individual financo officers.

Early in 1946 a special group werc organizcd to operate in Haaren and later
in Pasing to set up the charges to the personal accounis. This was done

from the counterfoils of the advence-type paybooks vhich bad been collected
from the personncl whon they werc issued with the now paybook. Complete
ledger accounts were cstablished and lutor transferred to the home accounting
stations with 2 credit to the military authoritics for the curroncy supplicd.
By August 1946, every debit ageinst personal accounts that could be ascer-
tained from these counterfoils had been gct up and charged to the personal
necounts.,

Late in 1946, the U.S. Armmy called in from all of their financc officors
the supporting vouchers and permitied our anditors to compile 2 complcto
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list of these vouchers supporting the total advance of 980,000 marks. This
work was completed in the first guarter of 1947 and the list sent to ERO
for checking ond for digtribution to home accounting stations in order that
they might verily tho postings made from the countorfoils and pick up any
missing items. This work is still going on, but the postings test-check so
far has revealed no crrors or omisslons as to drawings from the U.S. Army.
It is expected that a finael entry can very shortly be made in substitution
of the contingent one, based on our ovn unilateral documcntation, that will
bring us into reconeciliation with the U.S. Army rccords.

The situation is morc complicated as to the advances made by the British
Army. In the first place, we had great difficulty in reconciling the BAOR
figure until we discoveored that thoy had included substantlal payments made
by them to the U.S. Army to recimburse the latter for advances made by U.S.
Army finance officers. Thereafter we had extrome difficulty in obtaining
the dotail of the individual advances making up tho totel debit of 6,900,000
merks because of the fact that the Currency Scction had only the adding
nachine tapes heretofors mentioned. Our suditors have participated with
the Army in a vory thorough search for the original vouchers and the bulk
of them ‘have been discovorcd, but the Administration is still unable to
finalizce the figurcs becausc some vouchers appear to have been lost either
by the Currcancy Section or en route to British Zone Headquarters at Spenge.
However, of the total amount of 6,900,000 marks, there remains only 100,000
marke to be verified, and & linal attamplt to discover tho records is now in
process in Germany. The situation, should no further records be discovered,
will be this. Ve will pormit the dcbits against the individuals, based upon
the record of thelr comnterfoils, to stand cven if we camnot find the support-
ing evidence of the payslips in the Finance Office's files. We will thus
have picked up individual cdebits to support, with very little difference,
the total advances of 6,900,000 marks. Inassmuch as a good meny of the people
thus charged have scttled thelr acecounts cn this basis, the counterfoil may
be congidered for our purposcs as a proper document even if we cannot sub-
stantiate it agoinst the corrcshonding voucher in the Army files. Should
there be any unaccounted for difference, it will have to be written off,
but, in this connection, it should be borne in mind that these marks were
furnished without charpo to UNRRA., Similarly, we may find somc debits that
should be made apeinst porsonal cccounts because the Army vouchers covered
transactiona for which the counterfeils were missing. The personal accounts
will, of coursec, be cherged with these amounts if the people are still in
ITRA and on ettonpt will be made to collect them if the personnel have been
terminated, but should it be necessary eventually to write off, the fact
that non-reimbursable military currency is involved should be noted.

It is likewisec of note that the charging of the personal accounts with near-
ly eight nillion freo merks resulied in the reduction of the hard money cost
to the Administration of salaries that otheruvise would have been paid as
home allotments.

The final work on this problem will be completed when the accountants for the
British and U.S. Zonce roport into ERO this month. Unless some discrepancies,
not entieipated, ariso, it is probable that the difforences will then be so
egpmall that they should be vritten off in view of the hard money cost of fur-
ther investigation.
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PREPARATION OF MISSION EXPENSE STATEMENTS

The final accounts, showing the expenses of the Mission, will be submitted
in three sections for each Mission; to wit:

(a) Expenses by classifications disbursed in free local currency received
from the recipient government,

Note., An attempt will be made to reconcile the free local currency
expenses statement of the Mission with the Cash Account, The format
of the reconciliation report should be approximately as follows:

Total amount of currency turned over to the Mission by the
Recipient Govermment, (This should be reconciled with the
Proceeds of Sale Report if possible,)

Less local currency expended to settle the accounts of
Governmental Agencies of the Recipient Government

Total currency to be accounted for as used by the Mission

Deduct local currency used in making Travel Advances for
which settlement was not made in the Missions (thus
treating the gross amount of the advance as a proper
expenditure of local currency).

Less settlement of Travel Claims in local currency where
the advance was made in a foreign currency (thus
treating the gross amount of such settlement as a
proper expenditure of loeal currency).

Balance of local currency to be accounted for on the
expense statement of the Mission, which includes
expenditures for that Mission itself and for other
Missions and Operations of UNRRA as provided in the

Agreement

(b) Expenses by classification disbursed in hard money resources or in
local currencies acquired with hard money,

The next section will be given for information, but it will not represent
any charges taken on the books of the Administration; instead it will be
drawn from that column of the recipient government's report of proceeds of
sale entitled "Services and Facilitiest,

(¢) Expenses and costs, detailed to the extent available, furnished by
recipient govermments to the Administration and charged by them
against the proceeds of sale of UNRRA supplies,
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Whether or not this report can be prepared will depend upon the progress made
in disentangling from the Local Currency Expenditure Statement those items
which represent conversions of foreign currency expenditure, and also whether
or not the information required can be obtained as to Travel Advances and
Travel Settlements, Work has been started in the field, and it scema possible
that substantial progress can be made, If any serious obstacles arisc in
regard to any particular Mission, the Controller is to be informed at once,

Instructions covering the necessary analysis were given to the Deputy Con-
troller as follows:

Adjustment of Mission Statements

(1) To permit reconciliation of loeal currency per Bulletin 9

(2) To show expenditurvs in original currency of disbursement

"The two items under this heading have been covered by various adminis-
trative and financial orders and the purpose has been outlined in detail
in letters from Controller to Deputy Controller, ERO to which it is suggcst-
ed reference be made,

"At the Missions visited, the problem has been discussed with the
accountants in order to appraise thc difficulty and the quantity of work
involved,

"In some Missions it was found that both tasks could be complcted before
the finel accounts werec scnt in; in cthers, considerable analysis of early
records will be required and possibly the only place where the job can be
completed will be in London,

"In any event, regardless of where the work is done, London will be
responsible for seeing that the Mission financial statements are adjusted
to reflect the objectives under the above headings,

"T have discussed this in detail with Mr, Bishop and have asked him, upon
his return to London, to talk with you about plans for setting up this work
as a definite operation under appropriate supervision, Whether this is a job
for the accounting staff or for the internal audit staff is not important as
it is reelly only a matter of finding available qualified personnel, It may
be that the whole problim of closing out the Mission accounts and making
these ad justments will call for a new grouping of people which will absorb
the Field Clearance Branch and some of the internal audit staff, The impor-
tant thing is to get such a group organised and assign a competent account-
ant to supervise it and to make nocessary decisions with the degree of
uniformity that will keep the inter-adjustments between Missions, and also
with ERO and HQ, in appropriate balancu,

"The general outline of work for such a unit, which should be developed
into a set of detailed instructions, is as follows:
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"1. As to the reconciliation of loeal currency drawn with the figure report-
ed by the recipient government on its proceeds of sale statement and further
as to the accounting for the entire expenditure thereof,

"The first point to check is whether or not the local currency received
as reported by the Mission agrees with the government's report, . The Mission
figure will be the gross currency receipts less the amount turned back to
the government, Any differences must be identified and will probably con-
gist of the following:-

"(a) Local currency purchased with Administration funds, These transactions
must be identified and, where possible, detailed expenditure of such
funds should be separately compiled in order to prepare the operating
statements in the form outlined below,

Local currencies received from other Missions and sundry sources and
either carried as such or converted into local currency equivalents

and carried without separation from the Mission regular drawings from
its recipient government, These items must be identified and sepa-
rately shown in the receipts of the receiving Mission and in the
expenditures of the Mission which made the advance, Where possible,
the receiving Mission will identify in detail the expenditures made
with these funds, The purpose of this is so that the Mission making
the advance may include in its final statement of expenditures accourt-

ing for the use of local currency a2ll expenditures, even though they
may have been for the acccunt of other Missions, It is thus clear
that no expenditure statements are to go from any Mission to its
recipient government and that the final accounting will have to be
completed in ERO and HQ.

"After this reconciliation has been made, the entire expenditure must
be accounted for, Since early 1946, accounting instructions have changed
gso that a Mission did not debit to another Mission expenses paid for its
account, but instead showed them, appropriately marked, on its own state-
ment, However, the bulk cash transfers and items of asset and liability
accounts have passed from Mission to Mission via ERO Current Account. At
all Missions visited, the accountants have been instructed to attach to
their final report a complete statement of expenditure accounting for the
entire local currency drawn, NOTE: Instructions should go forward to all
Missions on this point,

"It will be the task of the special unit to see that the amounts shown
by the Mission making the advance are matched against the reports of the
receiving Mission that it received such an advance, Where the advancing
Mission does not know how the money was spent, it will be the task of this
group to draw or compile this information from the statements of the receive
ing Mission which expended the meoney in order that the accounting for the
total expenditure of local currency drawn from the recipient government by
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the advancing Mission and the classification thereof may be as detailed as
possible,

"It might help, when preparing the detailed instructions, to understand
the rationale, The cost accounting function of' the accounts is not the
primary one, The accounts must first of all reflect the expenditure of each
type of funds from each source, If the analysis described is properly made,
we oan not only accomplish this primary objective, but we can obtain
sufficient analysis of those expenditures of a Mission which were not for
its own account as will enable us to prepare a second set of statements which
will reasonably well reflect the costs of operation of a given Mission re-
gardless of the source of currency --- but that is a secondary objective,

"2. As to the analysis of Mission expenses to eliminate all figures repre-
senting conversicns to other currencies and the showing of expenses in the
currency of original disbursement.

"The ehief problem here seems to be in the analysis of items prior to
the change of accounting instructions in early 1946, Some Missions have
made the retroective analysis; the external auditors appear to have made
the appropriate adjustments at least in their reports covering the
Mediterranean area, In the Missions visited, a procedure was discussed and
it may be that the volume of work is not too great to preclude the complete

analysis being finished at the time final financial statecments are submitted,
The task is to completely analyse the current account and for this purpose

a worksheet is set up showing the classifications horizontally and under each
classification dollar, sterling and other currency headings., The debit and
then the credit memos were listed serially verticelly and the amount of the
original currency expenditures shown under the appropriate column with the
amount in local currency to which it was converted shown under its appro-
priate heading, The footing of this worksheet would permit the deduction
under the appropriate classification of the sum total of local currency
represented in conversions of other currencies and the compilation of ex-
pense statements by classificetions in each of the currencies of original
disbursement M

1-2112-47
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Instructions shown a8 Annexures I nnd Ia were issued

Denuty Controller,

-

A cony of these instructions wns given to Mre Twrner of
Deloitte, Plender, Griffitihs & Co,. Councilt!s Auditors were invited

to observe or porticipate in these herrings, or to conduct separate

aecarings, as they dosired.
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7th July, 1947

4! tkl ::'
Howell

Accounts ond Finanecial Statoments of the Missions

I uwndorstond thni o procedure and agondn for the verification of the accounts
oad finpacinl stotoments of the Missioans when brought into London has been
\J.:t.\‘bli.::l.m_, and thot o group hos been set up to interview tio roturning
somnel who are fonmilinr with this work, In view of the survey which wo
inve node 1a most of tho Miss sions, will you ploasc see that the cbove
nroccdures and nrrangémonts are supplemonted wherever nocessary to cover

+24

tie following points =

. The Hission Finoncinl Stntemonts cs of 30th Junc 1947 are oncir to be
as comlote ns thoy con possibly be nodes VWhile cstimates moy hove to be
nusod for sounc of tho reserves and there noy be sone accrunls vhich connot
be liguidntod, tho stotoments should roflect overy known ossob, lindility
ond expondifure of the Missione Whero sy quostion is likely to crise, the
notes should clornrly indicate that the nintter hos not been overloolzed, for
oxortole, the notes should contain o stotomont that (Lf corroct) the systen
of leove rocords was nointeined in accordonce with regulations, snd werc
onerated in such o monnor as to répsonnbly assurc that the Adninistration
suffored no loss by the noyuont of nccrucd loave which hod slroady Dboen
tolzone

L 1list of t‘.\; itons wiaich wo have discussed in the Missions is attached
(Aaneure In), but is not nocossarily corplotos

De Ia order for the Fnel Financisl Reports of tho Administration to
reflect proporly tie oporntions of UiRL:, this finrl survoy connot be confined
Yo neroly finoncinl nccounting mattorse It must covor the entirc ronge of
operations of the 1:1:::;10;1, including such: itens as the proceods of sele
ronort, recointing for tho commodity nhrogron, commodity accounting, local
wocurcnent, loeal tronsport, warchousing nnd shipping charges; hondling
of £ll quentitativo ond non-finaneial acco: unting rocoxds, such as PX, anonity
ond odninistretive cwoplics ond propertics, and sinilar nmatters, sonc of
vhich appenr in the nbovo montloned list, Whoro discreponcics or short-
conings arc noted, on cffort should be ncde to distinguish whother the fault
Loy in the sdninistrative procodurc or in tho accounting function. Particu-
lexly, notations shouvld be nndo wiocro tho shortconings nriso fron the laclk
ol docunentntion or noccssary action on tho part of any agoncy outside of
UNEDA,.
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In clenrlag wy the final accomts of the iission, all interncl
clatiag t.;oret';, as well as oll opon files, sho 'Lu ‘.Jc; cal"..\':ctm‘. foa
~ov aad be exanined rad settlod before porsonnel are rela
ucttions moy Do of such a nuture ns to -roquire the files

v.Co8,

o exterasl ouiitors should be inferned of a2ll nectings or hearings

invited to ocbsoerve or 1";'tic1.)"uu is any and o1l 11.“ cussious os well

roiso any questioas which they nay hnve, In order to hendlo fiwo

work, and particularly the reviow colled for by the attochod listiwhich
wt necossnrily corplote), some definite organization wvroverly heoded wp
in Z.R.0. I do not see how you or Ur. Compboll with the bDurdens

. Tou have, cen vadertele this tasls, ~nd as 1t relatos sc clescl; to the
final audit of the UNHR: accounts, I an wondering wicthor Sir Zrencis Dixon
covld not head up the tcon end 1::1&10 the final reviews I thinil you will find
it extrenely 'mv'u:sp cous to assign sone of the rotwrning Mission norsoinel
o this reviewlag growm, and you nay nlso find that otaers can syymlenent
t-xe iatornal "uai't .:‘t::‘.i' and assist in the cudit of tho boolw anl records of
rmotiior Mission. Gossrs. Srielt, Xrouss, EIa.lsa.ll, Wildbore, Astres, Stoerhousht
would bo helpful in this connection, and liss Bridgnan fron Cairo woold bo
extreiely holpful in suiply ond comnmodity c.ccomlt:x.n.u natters, over nad above
tirose she is direcctly concerncd with in Czirce I suggest you drow on this
ooy to epssist in this reviow,
e inconing persomnel =nd their reports will uadoubtedl;” have %o de roccssed
wroush such miits as Fleld Clearas n.cl,, Coixiodity Accounting "‘voﬂ;*‘u Audit,
Prrroll, Consolidated Statonents, Iaterncl Audit, as well aos tixo intorested
mits in the Swmly Denartnent and the legal ;)upm'tnont. It is rocomnended
tuaot these points bo Ciscussed with coch non returning fron Missioas, ove:
" 1 1t ooy not be lids particular asgignuent, as we are anxious to obtain

‘_,-a.-..,iala iten: o inforaotion,

go do or do not apnenr to be sottled, thoy si;oult‘ all bo recdn
viewed if thoe situstion still renains wnsatisfactory On irporitont itens,
wvish you would comaunicate with mo before p-..r.:ittim.-, the rcloaso oX Lhe

secomnbing morsonncl or others concerned thoerowith. It night bo worithvihiile

to reiternte and exploin to the men coming in from the Misslons taint tho
toscaont which wo are now preparing ns of H0th Juno 1947, is intended to Do

o:c which includes acerunls end reserves for every possible iten, ond which

nolzes note in the fullest nossible nenner of every transaction, contingency

or acquisition, so that no ..nmw will ”01":1. thereafter but to setile e

open items and commlote a full audit, so thnt at a later date the final report

ney be issueds In oticr words, thoro must Ve a maxinun hossidle ‘i-::loaurc

in the resort vhich wo ore now preparing

;71'&'1:1" g Otk ZICN0Y "Jld.l‘....l‘ Of iuf:. 13 Qi EcCuss 0(1 if‘; L""_t.‘. :I'i .‘,.’..i(),"‘.'..) el n |
& v
&

I% ic recormended thnt at tiw close of ench discussion, a resuie of __;d:l.ni 8
1

be osreed and dictated in the presence of all concerned aond nade pert of the
official _ record, with two copiw sent to me in Washington,
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mst be accounted for in dotails We have already
ructed Vienno ond Belgrede, for oxanple, that the
xponditure of lire drawn fron Triestec rust be supportod b
ctailod cash boolk and a segrogntion of tho vouchors.
The ozpenditurce by o nission of sone other local curron 7
other than that of its own recipicnt governmont must bo
scgrogated in London, and o roport scnt to tho Controllor
in Washington,

Tho oxponsc statonent roflecting the cxponditurc of the
hard nonoy rescrves of tho Adninistration. Theso should
consist of two narts i

(1) After JApril lst, 1946, thore should be showm
scporatoly by curroncios such oxpenditures that wore
nade froz the hard eurroncy flonts pormitted to bo
carried b the Missions,

Prior to 'pril 1st, 1946, thore should bo roflectod
the hnrd curroncy oxpondituroes, debit noted through
tho current occounts, which should thon bo discntengled
o8 outlinod abovo,

AS 70 COIMODITY ACCOUNTIIIC

It is not clear that the Suyply Departniont rocords arc cormploto onoughh to be
cnibodied in the accounting roports. It will bo ndvisnble to rriso ns nony
questions as possible as it will holp us to find out what the condition is,
In pervicular, questions rolating to the filing of clains and discroponcy
roports should be discussod, whothor or a0t imortant discropanciocs on
wlording for the subjoct of nn indopondent surveyor's roport, which would
support o clain agnainet the shippor., Wostorn Honisphore eloins hove beon
filed in great nunber, and lr. Hostio, roprosenting our nttornoy, is
oxenining the files and docunents in the Buropenn nissions, Survey of those
filos ore urgently nocded in Washington snd while thoy nre being routed

to Jele0s aftor reloasc by tho oxtornal suditors, thoy should bo immodintely
exouinod by EeReOs ond forvardod to Washington without delay.

spporently DeReOe has filed no clnins wiatscover agninst shippers for
discropancics on Zastern Homisphore shipnontse The focts at the tine th
roport wos scnt to VWashington should be noteds It probobly will be
irpossible to indiento tho possiblo rocoverics excopt as a gonoral footnoto,
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AS 70 INTERNAL AUDIT

e procise status of the internal ~udit should be set out in writing @

As to what hos beon audited, hoving in nind that we
wish to show how closcly wo hove gpproached a
100% of nll tronsactions,

Yhat ronains to bo doncs We neced to hold the books

dn o

and reocords ond thoe porsonncl until this is completed.

Sottlonent by ocppropriate ont"". ond the obinining of
the nocossary staterients of responsible officinls, which
will onable us to cloar overy o] :un iton in 2ll o :‘.*111b
intornal audit roports,

AS TO ZXNTFRILL LUDITORS

-wrogmz tho oxtornnl auditors arc to be kopt advisod ot all tiios,

to obscrve or participatos We will be riost grateful for cny
.Ju&_-,_-,o-.,tlons o8 to natters to bo investigrntod and for lists of any open
itons uwpon which furthor infornation is dosirod.

1-2126-47




PROCEEDS OF SALE

In an attempt to bring about some uniformity and regularity in the filing
of reports required under the agreements with the recipient countries
covering statistics on the proceeds of sale of UNRRA supplies, the Chief
of each Mission was given a set of instructions, under date of 29th
January 1946, elaborating on the procedure set out in Administrative
Order A,120 and requiring the use of a form E,F.2, This Order did bring
about some improvement in the filing of reports, However, investigation
of those received showed that there were wide discrepancies in the in-
terpretation of terms, in the procedures used in arriving at the figures
and in the degree of accuracy,

As part of the closure function of the Missions, the Chief of each Mission
was asked to obtain an agreement covering the disposition of net proceeds
and such further proceeds as might be derived.

Discussion in the Missions showed the need for same uniform approach, As
a result, the following memorandum was discussed at each Mission and the
results are discussed in the Section of this report covering the survey
of the Missions,

"A report will be required by lst August 1947 for the most up-to-
date period.

"This report should consist of the following items as a minimum,
with full explanatory notes so that there may be no chance of
misinterpretation of the report:

"1, Total program in dollars - furnished by Mission

"2, Not received as of ,.. in dollars - furnished by Mission

"3. Not distributed as of ... in dollars
This item should be an estimate of the program value
of goods still held in depots or warehouses and not
distributed - furnished by Mission and Government

jointly.

Usually it is only for the Mission and the Government
to agree that a flat percentage of the total of a
particular program has still not reached a stage where
it is distributed and billed; for example, 10% of the
medical program might not have reached the channels of
distribution by the given date, This figure is of
importance because otherwise it appears that the gross
proceeds received for the goods actually distributed
may be unnecesssarily small,
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",. Total received and distributed in dollars
(Items 1 minus 2 minus 3 equal item 4)

"5, Counterpart of item 4 stated as Gross Procecds of Sale in
local currency

This is not a straight conversion of the dollar value at
the rate of exchange, but the actual proceeds of cash
and credit sales, leases and rentals on all goods
distributed to individuals, private or government
agencies, etc,

Note, For the purpose of the agreement, the gross
proceeds expected to be derived fram the entire program
should be used,

In connection with this item, the Mission should state
whether or not they were consulted in advance as to the
prices charged by the Government for UNRRA goods,

Where capital goods have been distributed with no income
to the fund, the Administration will have to comment, on
printing the report, on this particular fact and estimate
the value of this contribution to the recipient government
which has not been reflected in the proceeds of sale and
therefore has not been included in the funds available for
relief and rehabilitation projects, The Mission should
make an estimate of the local currency value of such
capital goods.

Where no funds were received for any particular period as,
for example in Yugoslavia between April 15th and July lst
1945, this fact will be printed in the report and the
Mission should state categorically whether or not funds
were received from recipients by any sgency of the govern-
ment for any of the supplies distributed during this period,

"6, Deductions. This item should be supported by a detailed
itemization of major classifications of expense, Particu-
larly customs, excisc duties, taxes, railway charges, ete,
should be separated from administrative salary costs.
Enough information must be given to enable the Mission to
determine that the charges are within the purview of the
agreement and the Council resolutions,

If there are any substantial charges for repairs or re-
conditioning of UNRRA program matericl, these amounts
should be set out separately and fully explained,
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The Mission must note, in relation to railway charges for
the distribution of program within the country, that the
rates charged arc the normal intergovernmental agency rates
gnd are considered reasoncble, and, secondly, that the total
charge does represent a fair evaluation of the cost of
distributing supplies,

Net procecds
(Item 5 minus item 6)

Currency advanced to the Mission
Agreement should be reached between government and Mission
records,

Services and facilities charged against local procceds of
sale representing expenses for the account of UNRRA,

Wwhile these will not be entered in UNRRA's accounts, they
will be detailed in the financial report and for this
reason the amount should be agreed and sufficient item-
ization provided to permit of classification into major
categories.

Where the Mission has paid for all services and facilities
out of the funds provided, a statement, agreed by the
government, should be included under this heading to the
effect that there will be no charges whatever against the
proceeds of sale,

Balance allotted to approved projects
(Items 7 minus 8 minus 9 equal item 10)

To the figure thus derived should be added the estimate of
gross proceeds still to be received (See note item 5) and
the agreement covering the disposition of the total sum
should be summarized and attached as is to the report to
supply the date under this heading.

To the total of the actual net proceeds at tho date of the
finel report, as checked and approved by the Mission, must

be added an agreed estimate of the value, measured in terms
of proceeds in local currency, of the goods still to be
distributed and those still to be received and distributed

in the country, less the cost of distribution thereof, The
total estim=ted net proceeds of the entire operation are

then supposed to be covered in an agreement which lists, in
complete detail, the projects approved by the Mission as being
a proper use of the funds within the purview of the agrcement
with the government and of the Council resolutions pertaining
therctos
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In the event that no such agreement is reached, or where
there is an apparent deficit, the Mission should furnish
a full explanation and should obtain, if possible, the
agreement of the government to this statement.

Wherever the local proceeds hrve gone into general revenue
and wherever expcnditures for relief and rehabilitation
projects have not been earmarked and made specifically

from the UNRRA proceeds of sale, this fact must be noted

in the report. Usually this means that, of certain gross
amounts spent for relief and rehabilitation by the govern-
ment, certain arbitrary amounts are taken and attributed

as expenditures from the proceecds of sale, If the Mission
can satisfy itself that these arbitrary allocations reason-
ably represent what happened to the net proceeds, it should
add a statement to that effect, but, where it cannot do so,
this fact will be noted in the printed report.,"

ERO is scheduled to receive all reports and agreements by 15th August and,
after completing their inspection and review of them, will forward the
documents to Headquarters, It is then planned to prepare the draft of

a complete report preparatory to turning the function over to the ap-
proprizte successor authority.

1-2309-47
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REPORT OF CONTROLLER ON VISITS TO EUROPEAN MISSIONS

It is recommended that the attnched roport be treated as a restricted docu-
ment as a good deal of the information contained thorein does not represent
issues or problems but constitutes mercly a part of the vhole picturc which
must be considered in an appraisal of the general situation. It would be

possible to make excerpts, if the Committeoe desires, of the material cover-

ing any matters for vhich a wider distribution is considercd desirable.

The comments in this report vwere not doveloped as o result of o detailed
audit. They represent a reasonably complote survey and investigation of
all the matters which might have a bearing on the cccuracy of the finecncia
statements. This survey mas particularly desimod to ascortain the general
condition of the accounts; whether or not any zcrecas of liability and obli-
gation remained undisclosed; vhat scetions of the work werc in a condition
to require special action or deployment of porsenunal end what porsonncl
ghould be requircd to romain to completo the settlement, documontation and
recording of important transections. It was also to dotoermince those arcas
in which Intermal audit work, in excoss of the minimum program, would be
ordereod.

In considering the replics and comments obtnined from persomnel in the
field, it must bc borme in mind that therc was an extensive change in the
peraonnel in authority after the and of 1945. Uhile these people spoke
with authority for whet had transpired during their tenure of office, they
wore not well informed on what had happened proviously. While they were
usually awarc of gross breaches of tho regulations or frilure to adherc %o
instructiona, they could not be expeclted to give the information as to how
accurately the detailed work hnd been carricd on. Referonce to audits and
other reports for those periods wns made in order to throw as much light
a8 possible on the matters.

In tho reports which follow, it 7ill be noted that t
Mission, which comes first, is in considerablc detei

he Survey of the Italion
1. The cxamination vas
no less extensive at the other missions, but tho reports arc more in the
nature of a resume.




SURVEY OF ITALTAN MISSION
FINANCIAL AND ACCOUNTING OPER.TIONS

The Italinn Mission is an extensive operation and the financial and accounting
problems are many and varied. They include the control of numerous imprest
funds in regional offices as well as a very large payroll operation. The
agreement with the Italian Government calls for UNRRA vparticipation in the
management of proceeds of sale to a degree not covered in other missions.

The books and records were found to be in very good shape. There is a
permanent internal audit staff residing in Rome and they have been able

to keep the onerations under fairly continuous and current audit. The
June 30th statement will be completed before the cnd of August and the
internal audit thercof will be finished by mid-August or soon thereaftor.
The external auditors also maintain & permanent of'fice in Itely and, as

a result, the work has progressed under a falr degree of audit supervision,

All financial statements, supnorting trial balences and details of control
accounts were examined and discussed, In addition, every effort was madc
to develop 21l unpaid claims, contingent liabilities and transactions not
recorded on the books. 4s a rosult of this work and the general survey
which is detailed below, we have reason to believe that the Italian Mission
will produce a very good set of accounts at the close of its operotion,

The following major questions were also discussed in a series of conferences
with the results shown. This list of major questions is also used in London
in the clearing of the accounts with the returned personncl so that all of
these questions will be reviewed for a second time,

MATTERS COVERED IN SURVEY
A, In Rela o R pient Governmont
l, Procceds of Sale

(a) Reconciliation with the Government for accounting of local
currency

Until very rocently the Mission hed kept the Government's
accounts and the turnover of loeal currency was fully
reconciled.

(b) UNRRA's Use of Loeal Currency

As the Mission had followsd the agreement to the letter
no question had becen raised by the Govornment as to the
use of local currency. The use of lire for the Trioste
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operation was covered by scparate agreements, and in any
event, in view of the possibility of dollar payments to
cover 1ts acquisition, this would be a hard money
expenditure.

Reconciliation of Charge Shown for Servicesand Facilitics

The Italian Government has paid from the proceeds of sale
account the rental of properties used by UNRRA, It has
supplied a list of these properties to the Mission and
each item has been verified and the bills passed to the
Delegation for nayment. Therc was full agreement betwecn
the Goveornment and the ilission on the amount and the
facilities charged for,

Proceeds of Sale Reports

Dus to the control by the Mission of the lire fund, proceeds
of sale reports were in excellent condition, UNRRA has more
complete information on this nspect of the operation at this
Mission than in any other place, Proceceds of sale report
was checked against the list of minimum requirements and lir.
Hopkins agrocd to review the April 30th report to sce that
it conformed in evory particular to the requirements.

Nature of the Finnl Agrccment

The finnl agrecment woe inspected and found to be completely
adequate, In particular it rocords the agreoment by the
Government of the figurc for gross prococds of sale and the
use of local currcncy and of other deductions to arrive at
the not proceeds figure. It also agrecs to assume the
liability for all unsettled claims which may appear after
the funds have becn turned back to the Dolegation so that
the Mission books can be closed with no possibility of
contingent liabilities.

2. As to the Program
(n) Receipts from Recipient Governments for 2ll types of Shipments

Receiptes were held for all shipments except a small number of
air and ship movements of medical supplies delivered to the
UNRR4 Medical Teams at the eamps in the early days of the
operation., While the Italian Government could not give rcceipts
indienting that they had accopted deliveries, they did give
qualified roceipte steting they were satisfied thet the goods
hed been received and were properly used in the program,
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Recoipts for Balkan stockpile supplies had been received
and forwarded to ERO in april 1947.

Receipts Withheld duc to Disputes as to Quality, Quantity
or Condition

There were no reccipts withheld for nny couse,

4ny Question as te the Extent to which the Program had
been Fulfilled

Major Hodgetts stated that tho Government had no question
regarding the fulfilment of the program. They had been
consulted and hod agreed to all conditions of the original
program and claimed no disparities. ds to the transfor of
progroem items to PCIRO, arrangemcnts were made for the
acceptance by the Italian Dologntion of the facilitics used
in the transport of food to the displaced persons and their
agreement to turn thom over to PCIRO,

Experience with Outturn Revorts

Since the change of procedure under vhich the Italian
Government took titlo at shipside, the system of outturn
and disercpancy reports had worked well and there wore
no disputes on this point.

Difference betwecn Outturn Reports and Subscquent Roceipts
from Government, particularly whore certein goods had heen
used by the Mission ‘

There was no dispute on this noint as the amounts drawn
from the program for such items ns food for Class I
dependents, displaced persons supplics and similar with-
drawals had all beon agroed and sottled with the Delegntion,
In this connection it was noted that UNRR. had withdrawn
coal from the Italian program which it had paid for. While
only 460 tons of coal were involved, no accounting had been
kept of the disposal of this nmount apart from the setting
up- of sales to Clnss I personnel living outside the Mission.

3+ Turnover of Properties to Reciplent Government and to PCIRO

This matter has been vory thoroughly covered and provision made for
Joint taking of inventorics and obtnining rcceipts from the recipients,
arrangements are going forwnrd for the pricing of these inventories

in order to relieve the expense nccount. Survey reports for missing
items had been prepared and are under investigntion,
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Gifts in Kind

The Nission was asked to prepare a schedule of mny gifts in kind
made by the Italian Government and the valuc thereof and to forward
it to ERO for confirmotion with supply records.

B. 4s to sccounting

1,

Condition of books and accounts, status of interofficc accounts,
status of trial balancos and detail supporting trial balances,
condition of financial stotements and footnotes roflecting
contingcnt liabilities

From the audit work already carricd out ond the general inspection
made at the time and from discussions with i, Winfield, tho
condition of the Mission accounts cppears to be satisfactory.

The trinl balances and control accounts are supported by the
nccessary schodules. Full roconeilintion of interoffice accounts
was maintnined ngainst the last available report from ERO and any
open items would be placed on the books when the reports werc
brought to London. & check of the fineal statements showed that
they werc well prepared and the Chief dccountent was instructed
that the final report should be filed in the fullest detail with
adequate notes covering nll contingencies, explanations and other
matters necessary to the complete disclosure of the financial
condition,

Use of Bulletin #9, discntanglement of currenciee and preparation
of Mission oxpensc stntements

Receipts and expenditures in freec loecal currency would be shown
separately in the final report. While the lire=-accumulative totals
wore free of converted items from april 1946 it appeared that some
lire expenscs may have been debited through interoffice accounts

to Cairo and othor points, and on the other hand, expenditures of
other currcneies had been debited to Italy and converted to liree.

« Workshecet wns ledd out calling for an analysis of the interoffice
accounts and the diselosurc of these expenses in the currencics of
original disburscment. . format which would reconcile the lMission
statement of coxponscs incurred in free local currcney with the cash
amount was developed. It included not only the loeal currency
received from the Government but miscellaneous reccoipts from the
sale of hard currcncy acquired PX and British NGAFI supplies, sale
of food to Class I dependents cnd similer miscellancous reeeipts,
It is probable that the work will have to be completed in London
but the problem was fully discussed ond as much work as possible
would be done in the liission.
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As to overdue accounts and claims, particularly advances made to
employees in loecal currency or out of the hard currcncy float for

such purposes as field entitlements, against home allotments, travel,
ete., as to claims for uniform allowances, and as to any liabilities,
for repayment of goods and stores borrowed from armies and governments:

Advances were all being cleared and it was anticipated that by June
15th there would be no accounts outstanding. There were no known
liabilities for repayment of goods and stores borrowed from armies
or governments except the question of flour (this matter was later
checked in London and, as & result, it was found that 5,000 tons

of flour borrowed from the British military authorities had not
been repaid and it was agreed that an invoice should be submitted
for payment), On the other hand, it appears that the American and
British military authorities had borrowed coal from UNREA which was
part of the Italian supply program and the Mission is negotiating
for the return of the same amount of coal or the payment of the
hard money equivalent.

When the Ttalian Mission first started the operation, supplies were
delayed in coming forward and it was necessary to borrow certain
materials from the Allied Commission. The money value of these
supplies was later returned in the form of supplies, but there never
was a straight exchange, commodity for commodity. It was believed
that a balance had been reached, but it was agreed to verify the
fact that no further liability existed.

Charges to other Agencies

Charges to TRO, WHO and other agencies appear to be fully covered
in the books and records and the procedure for debiting through
to ERO hed been carried out,

Write-off of Losses and status of Survey Reports

Survey reports have been prepared for all losses, but a considerable
number were held in Italy for further investipation and had not been
reported through to ERO and Washington, The Mission Survey Board

was instructed to complete its investigations and forward the findings
without delay. As in all other missions, a good many of the losses
did not show up until the transfer of property was mede, A consider-
able number of survey reports were cxpected after the June 30th
closure,

Disposal of Surplus Property

Losses resulting from the sale of surplus property, due to a faulty
administrative set-up which did not provide an independent source
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for the ection of money from purchasers, had been investigated,
and the person responsible jailed, Subsequent procedures provide
the neccssary internal check, The procedures and regulations were
reviewed in detail and discussions with the internsl audit staff
indicated that they were being carried out,

Money transferred to other Missions or Offices

Instructions were given to attach a separate report to the June 30th
statenent listing the advances of lire mede to other offices. Offices
receiving such funds have been instructed to prepere a special analy-
sis showing just how they were disbursed and FRO will have the
responsibility of imatching the two sets of figures.

Financial Order #3

The summsry of acguittance rolls called for in Financiel Order #3

had been prepared and forwarded to home accounting offices, However,
the totals had not been tied in with the charge to personal services
as this requires an analysis of the account. This work was proceed-
ing, Instructions had been given to the home accounting offices
likewise to tiz in their summary of acquittence rolls with the
erecdit to the salary account,

Leave Records

The leave record system outlined in the regulations is being followed
and all responsible officials stated that they felt that they had
been well kept. Major Hodgetis had made personal investigations of
gselected groups and was satisfied that no loss would accrue to the
Administration because of the payent of accrued leave to people

who had already taken it,

In this Mission as in all missions, it is difficult for responsible
of ficinls to state categoriecally that some Team Captain in a far
awey station had not permitted an employee to take an afternoon

off without recording it, particularly in the early days of the
Mission, There is nothing to indieate that taking leave without
record was go'ng on or that the responsible officials were not

enforeing the rogulations,
PX Records
PX accounting in Ttaly and in 21l the Missions hza presented very

difficult problems. In the first place, there has ncver been a
fineneial eontrol of PX operatiuns snd reliince has been placed on
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quntity records, Some Iigsions have suoplemented the basic
instructions with financisl econtrols nnd in Italy the retnil
store system wns used vhereby the requisitions by PX were priced
at sales prices, porindic inventorics taken at sales price nnd
roconciled with sales receipte figures. 4s n rosult there apoears
to have beon no finaneinl loss in the running of the PX, However,
Class II porsonnel nro used in the rumning of the store and in-
stigotion mode by internal audit staff JJYglnnad the faect that
in order to gct such specinl itoms ne cigrrettes in excoess of
quantities nllowed, sales tickets hnd he-n mndc out for other
items of equal value so thrt, while total receipts are accounted
for, the svecifiec quantitics uf gonds on the inventory vary from
what should heve becn on hand. Thorough investigation indicated
that the matter had not gone very far and disciplinery action weas
taken ngainst the rcesponsiblo people and the PX closed as of 30th
Lpril .

is to Commodity iccounting

The major items under this hording vere covered in the discussions of
matters relrting to recipiont goveramonts. In order to ecarry the supply
accounting records through to Junc 30, arrnngements hnve been made to
kcep tuc supoply accountant con the job to the ond of dugust. ERO is
working cn a plan for the toking over of nll receipting of shipments

by commercial companies, at which time it is hoped that the supoly
accounting can be finished in London.

he supnly accounting records wore up to drte and in good shape. Proper
procedures hnve been followed ng to Ciscrepnncy reports including meking

of indepcndent surveys for losscs cleinmed while on shipboard. These

h~rve been prescnted to London nnd Washington ns provided in the regulations.

Itons Discusged with Chief cof Ilssion, CFe, and Heads of Devartments
1, Discussion of Claim agninst UNRR., Commitments, ete,

411 department hends were requested to report any verbal or written
agreemontsg, commitments, actiong or tronsnctions which would raise
claims agrinst UNRRL, rognrdless of how remote or unsound they might
conaider then, in order that every possible contingency would be
roflected in thc finnl reports. dssurances were given that, while
no such contingencics wera known to exist, a very careful further
examination would be made.,

Claims of Enmployeces for Workmen's Compensation

Claims of cmployces of this type hnve been settled under social
gsecurity laws of Itcly and future claims are provided for in the




w58

final apgreement with the Delegation thus removing any contingent
linbility.

ladims of Third Parties for any ocause

No outstanding claims were discovered. Third onrty liability which
mey arise in the future is covercd in the agrcement with the
Delegntion.

Claims Lgainst wdministrntion for Pilfercge, Destruction of
Proporties, BEquipment, cte.

Vory eareful records of the condition of properties at the time

of lensing were maintnined nnd an appropricte systom for recording
the condition in agzicement with the landlord on leeving. The
matter was well in hend the time there wero no outstanding
ela:

laims,
Ponding Law Suits, Tudgments, attachments, ete.

There 1“5 no rocord in the Mlsslion of eny unsettled mntters under
this hending.,

Disposal of UNRR. Punds

The instructions for disposition of UNRE. funds and the return of

loenl currcncy werc discussod in jetail and found to be thoroughly
derstocd. as UNRRa will maintein free 1iru ncecounts for sometime

aftor June 30th and the lire fund eontrol will continue in existence

until that time, no difficulty is anticipnted.

Transfer of Title

& certifiente giving the fnacts as tn tranefer of title to program
items to which UNRR.L hrd rotnined title was to be prepered and
attached to the firal finnncial statement.

Disposal of Reecords

41l rocords would be retrined in the lilssion until rcleased by the
internal auditors and finally by the ciborpal auditors.

Other matters discussed

the reguler survey for all liissions the following
rolating to Italy were discussedi
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Status of S.LOKED wereement

This agrecment, daoted 15 July 1946, became effective on 1 august
1946 and its purpose was to establish the eonditions under which
Suoreme wllied Command in the Moditerrancen Thoator of Operations
transferred to UNRR.L the responsibility for the care and maintenance
and repatriation of non-Italian displaced persons in Italy who were
eligivle for UNRR4 asaistonce. The Director of Accounts had brought
the settlement of the SLCMED ngreement to conclusion which briefly
gtated is as followss

() U.S. irmy movable propertys =2ll cleared with payment to be
made of $7,941.69., British moveble property, clearance
given all items. British nen-movable, all cleared with
payment of B4%4. The only oven question is a bill from the
Director of Hirings nnd Disposals of British irmy for rental
of fixed asects Bl7,196., UNRR. teakes the <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>