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Money is such a routine part of our daily lives that
we take for granted the processes that move money
from one party to another in the course of business. A
major source of our strength lies in the ability to move
money across the United States quickly and efficiently
with the safeguards that assure proper receipt and
payment.

The Treasury and the Federal Reserve have a close
working relationship in developing and maintaining
systems that respond to the growing need for financial
interdependence between all segments of our society.
Over the past few years, development of Electronic
Accounting and Cash Management systems described
in this booklet have taken place to meet the many
problems with today’s money management. The sys-
tems developed provide tools for management to con-
trol and account for the large cash resources entrust-
ed to the Government by American taxpayers. DEPOSITORY
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proportionally increase Treasury’s workload. Were the pres-
ent system of accounting for the collection and disburse-
ment of monies to remain in effect, the alternatives would
be either to hire additional work force with associated costs
to perform the repetitive tasks of handling the financial
paper work or to allow the reporting and record-keeping
functions to lag extended time periods behind the actual
date the financial transactions were consummated. In to-
day’s economic environment, neither of these alternatives is
acceptable. Congressional needs have required shorter time
frames for disclosure of Federal financial transactions. The
change of the Government’s fiscal year also required accel-
erated year-end reporting. Demands for improved reporting
and creation of the Congressional Budget Office attest to
the growing concern for earlier and better financial data.

To meet these needs, the Department of the Treasury,
Bureau of Government Financial Operations, is actively
engaged in the development of Electronic Accounting and
Cash Management systems to enhance control over govern-
mental resources. This report has been prepared to inform
the reader of a portion of the Treasury’s role in Government
finances and the developmental efforts underway to im-
prove its financial management responsibilities.
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Government Financial Operations

The agencies of Government act to some degree like divi-
sions in a large corporation. Each of these agencies has a
specific mission and charter, and, in the course of carrying
out that mission and charter, has a need to disburse and
receive funds. The Treasury Department, as the Govern-
ment's financial organization, estimates Federal cash
needs; receives, keeps, and disburses funds; and provides
the accounting and record keeping necessary for overall
governmental financial control. In a given year, about one
trillion dollars flows into and out of Federal Government
accounts.

Payments (disbursements) are authorized by Government
agencies for a variety of reasons. For example, every
month, millions of recurring payments are made to recipi-
ents of social security and veterans’ benefits; non-recurring
or one-time payments are made, such as those to Govern-
ment contractors or grantees of Federal programs, and
both recurring and non-recurring payments are made to
manage the federal debt (Treasury and agency securities)
as well as purchase federal securities for Government in-
vestment accounts. Government disbursing offices issue
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Treasury Financial Communication System

The primary functions of the system are; generating pay-
ments, receiving government deposits, monitoring cash
flow and automating central accounting and auditing func-
tions. The operations and processing concepts supporting
these functions are described below.

GENERATING PAYMENTS

In the past, when government agency wanted to make a
payment (for example, to a grantee of a federal program), it
created a voucher and sent it to a Treasury disbursing
office. The disbursing office processed the voucher and
created a government check which was then mailed directly
to the payee. Under the TFCS, when the voucher is received
by the disbursing office, a government clerk using a video
display terminal will generate a payment message to the
payee’s bank in a standard Fedwire format and transmit it
immediately to the Federal Reserve Bank of New York.
Each message undergoes extensive editing and error
checking to insure validity before it leaves the Treasury sys-
tem. At the same time the Federal Reserve credits that
member bank’s reserve account and charges the Treasury
account at the Federal Reserve. In cases where the member
bank is outside the New York FRB district, the New York
FRB will forward the message to the appropriate Federal
Reserve district bank and from there to the member bank.
This entire process takes place in a matter of seconds. An
example of this type of funds transfer is shown in Figure 6.

At the same time that the payment message is being gen-
erated and validated at the Treasury disbursing office, the
TFCS system automatically performs the required account-
ing (in the above instance, charging the particular disburs-
ing office account and reducing the Treasury balance at the
New York Federal Reserve Bank) and creates an audit trail
for later reconciliation to FRB and disbursing office report-
ing of daily government financial activities undertaken.
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RECEIVING DEPOSITS

Deposits are monies received by the U. S. Government
such as repayment of government loans, proceeds of the
sale of Public Debt securities or government agency collec-
tions (for example, sale of gold and admission fees to our
national parks). To trace the path of this inflow of cash to
the government, let’s use the example of the sale of gold. A
commercial bank, which may have purchased gold on its
own account or on behalf of one of its customers, will have
its reserve account at its Federal Reserve district bank
charged with the purchase amount; that same amount will
be credited to the account of the U. S. Treasury at the New
York Federal Reserve Bank. A deposit message, giving no-
tice of the increase in this account, is sent through Fedwire
to the New York FRB which, in turn, automatically forwards
the message to Treasury’'s system. This flow is shown in
Figure 7.

When the deposit message is received by Treasury, the
system automatically credits the account of the agency re-
ceiving the funds and records the increase of available
Treasury funds at the New York FRB. Also, as in the case of
payments, the system builds the audit trail for later recon-
ciliation. When a problem is experienced in automatically
identifying the recipient agency (if a code is missing or in-
correct in the message) a Treasury terminal operator using
a video display terminal will intervene to interpret the mes-
sage so that continued automated processing can take
place. The entire deposit process also takes place in a mat-
ter of seconds.

In the future expansion of the system, some agencies will
be immediately notified, via a computer terminal, of the orig-
inator and amount of the funds inflow, thus enhancing
awareness and decision making ability for financial opera-
tions.
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