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The Honorsble John L., McClellan

Chairman, Committee on Expenditures
in the Executive Jepartmente

United States Senate

VWashington 25, I, C.

Dear Mr. Chairman:

Your letter of 26 Cetober 1950 requests iniormation to
be furnizhed you by 1 December 1950 to assist the Committee
in its respomsibility to evaluate the effects of laws enacted to
reorganize the Executive Branch of the Coverament. Particular
information is requested concerning the Central Intelligence
Agency Act of 1949 (Public Law 110, E1st Congress), as well
as certain general legislative enactments,

The Central Intelligence fgency Act of 1949 pertains par-
ticularly to the Agency's procurement authorities, travel,
quarters allowances and related expenses, the Agency's general
administrative authorities, and the expenditure of funds. The
intent of the Act was to improve the administration of CLa, to
protect the confidential aspects of the Agency's functions {set
forth in Section 102 of the National Security Act of 1947), and
to develop & career service in the field of intelligence. In your
recent report No. 2581, "'Action on Hoover Commission f.eports ',
it is noted that the work of the Central Intelligence Agency has
been improved as a result of legislative and administrative action.
The legislative action has greatly facilitated the administrative
improvements, and without it the proper functioning of the Agency
would bave been impossible.

Because of the nature of the Agency's activities, [ am sure
you will understand that it is impossible to give a detailed public
report of the type which you request while still ma ining
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essential security. There are, however, certain things which
can be set forth which may be of some assistance to you.

Prior to the passage of the Central Intelligence Agency
Act of 1949, ClA was sdministered upder laws and regulsiions
of gemeral application and without specific authority for neces-
sary expenditures. These authorities were inadequate to serve
the special aeeds of an intelligence ageacy. Comseguently.
sduministrative officlals were required continunlly $to resolve
legal and other obstacles by makeshift arrengements in order
to provide the necessary services. Public Law 117 provides
specific administrative suthorities for our special needs, and
includses basic nuthority for expenditure of funds, eliminating
the requirement for re-enactment cack year of language specify-
ing expenditare suthorities. I, thas, provides the fexibility
and security for operations necessary {or an intelligence organi-
sation.

The direct financial savings that have been realized can-
not be ascertained precisely in dollars and cents. The Central
Intelligence fgency is a comparatively new agency atill in the
process of development. But the /<t has enabled simplification
and increased sfficiency of sdministration, which means that the
cost of administration is far less than it would have been other-
wise,

Action has been taken to carry out all the provisions of the
law and 10 {asue appropriste regulations reguirved by the Act.
Categories covered include (1) procuremesnt, {2) education and
training, (3) travel, allowances and related expense which, in
an intelligence agency, cover many complex problems incidental
to foreign sad domestic travel not commen to most goverament
agencies, (4) medical services program, {3) budgetary anc accousnt-
ing contrels which are particularly necessary because of the
Agency's comparatively broad Iatitude in the application of appre-
priated funds, () persoanel, and (7) other gemeral suthoritics
ususlly set forth in appropriation language.

In sddition, a continuing :nanagement survey and analysis
is mzintained in an effort further to increase efficiency and to
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reduce administrative personnel and costs to & mintmusm.

As pointed out in our letter to you of 18 July 1949, the
Ceniral Intelligence . gency was exempted from the provisiens
of the Fedaral Property and Administrative Services act of 1949,
and we have also been exempted from its subsequent ameadrnents.
This exemption was granted to meet our special problemsi in the
fisld of procurement and services. Because of the Rature of our
work, special procurement channels and methods must be followed
to maintain security. However, we utilise the services of the
General Services Administration in all of its fielde, and Lave
adopted their procedures wherever feasible, In view of the vRrYy
recent passage of the Badget and Accounting Procedures .ict of
1950, we are unable to state finally what effect it will have on
this Agency. Howsver, ClA officials ure stadying the Act and
conferving with representatives of the General secounting “iftice,
the Buresu of the Budget, and the Tremsury Department cuncern-
ing the budgetary accounting and reporting procedures best
suited for the needs of this Agemncy. Cur budget presentation
has always buen made on the basis of a performance budget.
While thiz Ageacy has alse been exvmpted {rom the provisions
of the Classification Act of 1949, we have followsd standard
goverament classification procedures as well as grade structares
throughout.

Simcerely yours,

274

WALTER B, SMITH
Hrectar

WilPforzheimer:blc .
Central Records — &// Feceo
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Comptroller

Management Officer

Services Officer

Personnel Director

General Counsel
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