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REFERENCE. 

The following motion was made by the Honourable Sir BasiY Blackett 
in the Legi~tive Assembly on the 25th January 1926 and adopt~ by 
the House :""", 

"The Assembly do proceed to elect eight members to be members of the 
Committee on Public Accounts. I' 

In pursuancc of t.his the following members were eleeted by the 
House :-

Pandit NILKANTlIA DAS. 

~ardl\r . GULAB SINGH. 

MR. K. C. ~OY. 
MR. AHMAD ALl «HAN. 

Maulvi 8vED MURTUZA SAHm BAHADUB. 

DR. K. U. LOHOKARE. 
Rev. Dn. E. M. MACPHAIL. 

~ardar V. N. MUTALIK. 

• 

. . • 

'rho following memberl!l were nominated by the Governor General under 
rule 51 (2) of the Indian Legislative rules :-

MR. N. M. JOSHI. 
On. S. K. DATTA. 

Colonel J. D. CRAWFORD. 
Subsequently Mr. Ahmad Ali Khan, by accepting an. office under 

the Crown, vacat.ed his seat in the Assembly and consequently ceased to 
be a member of the Committee. In view, h()w6ver, of the fact that the 
prescnt A'l8embly will be dissolved soon it was decided not to fill the 
vacadcy.· . 

Under rule 51 (8) of t.he LegiHlative rules the Finance Member is 
the Chairman of the Committee. 



BePort of the Public Accounts Committee OD U1e aocoUDts of 1-.. 
"r I 

l.-E~ce., Vote.. . . '. 

1. Tb~ !o116wing table~o.,JJW&~ :t~.e ~;mou~~ of grants 'Voted bylhe 
.Assembly }Vlth the total expenditure olit of those grants.' 

. '~ 

Eqenditure charged to 
RevenUe. 

Expendil!ure charged to 
• . Capital. 

Tota.l expendit~re 

DisbUJ'l!f!ments of Loans 
&lid AdvancM. 

Grand Total ., . , 

G1'IoIlts II&JlCtioned by 
the Aaaombly. 

OriIinaJ 
grant, 

• & . 
93,80,10,000 

33,14,53,000 

1,26,95,33,900 
, ." . 

20,06,15,000 

1,47,01,48,000 

Supplementa. 
ry grant, 

JJ.a. 
1,91,5.'5,000 

15,QOO 

1,91,70,000 

1,~l'7()'OOO 

Fina.l 
grant. 

Bot. 
96,72,315,900 

33,14,68000 

• 
1.,2~~S7 ,03,900 

!9,06,l5,OOO 

1,48,93,18,900 

Actual 
expendituftl. 

:kIl. 
91,11.10,ue 

15,98,31,911 

1,07,09,43,381 

17,17,04,~ 
;'; 

1,24,25,47,623 
:: . 

; 

Exclndinsr loaDS 8Jld advances, the actual total woted expenditare was 
thus Hs. 19,5il,90,519 below the original grant.s &lld Ufo! .. 21,77,60,519 belqw 
the fiUll! gr,mtl!' sanctioned by the Assembly. . 

2. If the total voted and tlOtH'oterl expenditul'f' .is tRken, the position is 
~IS follO\y$ :-. ---_ ... ,,----------

ltoV~llllO Exponditure .. 
Capital Expendit.ure .. 
Loa.ne and Advances .. 

ToW 
• 

. .. . 
• 

.. -~----.---.-.-. 

Original.Grant. Final Grant. 

Rs. B.s. 

2,09,26,94-,900 2,13,88,74,984 
,', 

33.20,95,000 33,22.92,000 
20,06,15,OQO 20,06,15,000 

2,62 ,54.0.£.9(10 2,67,17,81.9~ 

-------
Actual 

expenditure. 

R8. 
2,05,oo,7D.316 

] 6,06.69,003 
17,17,04,24~ 

2,38-,24 ~,5l11 

• It will ~(> $~, tQat qa~t the grants aggreg.ting. ~,67,18 lll~"" tpe 
tutul e;tpe,nQltpre; WI.$ ~ 2ta8,25.1a~~a s~vjpg .of 28,9.,a lakh$, or ~ppro~ . rooFiDl) . '., '" . . , . 

• 
• 
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xilllately 10.8 per ref/,t. ' This saving may be roughly distributed as 
1011oWIi,:-- '. ~; 

R~ilway expenditure charged to revenue 
. ~ Ullilway expenditure charged to capital 

~"'liljt8ry expenditure 
Lon1J,.; Bnd advances 
Ot11E'r items 

T()TAL 

~. 
/' (;' 

In crores. 
4: 

161 
2! 

~~ 

3. So fur 8S the non-voted expenditure is concerned, the graDts aggre-
gated 1,1,8,25 lakhs and the expenditure 1.13,98 lakhs-a saving of. -1.27 lllkhs 
or of only 3.6 per cent. By far the largest portion~f this saving occurred in 
the Military Department, the amount beine 2,81 lakhs: Thi:.,was due 
partly to decreased expenditure on the purchase of stores and partly to an 
adjustment in India '. favour of some payments to the War Office arising 
out of cJuum. in connection with war expenditure. The other latger savings 
were chiefly under R.ailways (89 lakhs) and Refunds of l'eYtmlle from 
Customs and Taxes on Income (51lakhs). There were also sm/Iller lIuvings 
under other heads, but these were almost wholly counterbalanced by an 
excess of 61 1a1!hs under ' interest on ordina.ry debt ' due partly to larger 
payments towards the close of the year and to short recoveries from Rail-
ways and Provincial Governments. 

4, The grants for voted expenditure amounted to 1,48,93 IUbs, while 
the actual expenditure amounted to 1,24,27 lakhs only, The saving of 
~66 lakhs, whieh is nearly 16.5 per cent. of the aggregate grants, is made 
up uuiin1~ of the following items:-

..... Rev,mu .zp.ndittt.re . 

Railways 
Civil Works 
Miseellaneo1l8 

Oapitol Ezpenaittt.re. 
Railways 
Telegraphs 
Loans and Advances 

Lakhll, 
3,08. 

21 
31 

16,56 
56 

2,89 
The savin~ in Railway revenue expenditure largely represent. econo-

mies in working expenses, for example, in the consumption of coal, It 
decrease in llayments of compensation claims, and adjustments in con-
nection with the Privy Council's decision regarding ',Customs dut.y on stores 
for companies' lines, To a certain extent, thw are the result of the deci-
sion "ro debit the loss on re-valuation of stores to Railway reserves instead 
of 1;(1 working expen8~s, Elsewhere the underspending is due to varjou~ 
CR11ses, . The sum of 21 lalchs under' Civil Works' is spread 'over a 
number of items but includes llnallotted l'eSQfVes with the Government 



" . 
s 

. of India Bnd local authorities amounting to about 9 lakhs. The sum of • 
31 lakhs under ' Miscellaneous ' is largely accounted for by the non-
utilisation of the provision of 25 lakhs made in the budget for pay-
mc:o..t.s to persons who suffered from enem.y action. ThE! very large 'sayings 
under Railway capital expenditure accrued to a small extent owing to the 
adjuiltments in connection with . the Privy Council's decision referrc.ed to 
abo\'c but m8inl~in circumstances similar to those explained in p4ra. 8 
of our Report 0 the accounts of 1923-24. Aij stated therein, steps have 
been taken toeut own the capital grant rigorously from 1925-26 onwards. 
The underspending of 56 lakhs in Telegraph capital outla1 is, the result 
of over-estimating on the part of the departmental officers. The excess 
provision of 2,89 lakhs under ' lJoans and Advances' is the result of 
Provincial Governments having borrowed 3,78 lakhsless than anticipated, 
counterbalanced by larger loans to Indian States amounting to 1,2'7 
lakhs. It is understood that steps havc been taken to iIqpr~ss upon • 
Provincial Governments the desirability of supplying the Government 
of India with more reli,ble estimates of the advances required bY'them, 
and very large variations Ire not likely to recur in future except :in 
very special circumstances. 

5. Excess expenditure has been incurred over the voted grants for 
. "Which an excess vote of the Assembly is required in the following CRSes:-• 

E:~cess over grants. 

No. Amount Aotu&l 
Item of Grant. granted by ezpeu.di- ..,... 
50. Grant. Aalembly. ture. 

1 11 Indian PoetI aDd Tele- 8,J7,U,000 8,41,81,891 1428,_ 
papbI Department. • 

2 21 Survey of IDdia 23,d,OOO U,61,32'7 1,13.81'7 
3 28 .Arobleology 12,29,000 12,88,'702 1'7.1bB , 29 -Education -. 3,81,000 3,82,1S46 1,N8 
I 33 Qvn VeterJury 8erriaea 8,4.5,000 8,58,391S 13,_ 
8 '3'7 0eDna 1,000 3,330 2,_ 
'7 89 Joint 8took EIomp&Diel 1,82,000 1,33,~ 1,f83 
8 4.5 8uperaDDu&tion Allow- 33,00,000 33,63,187 1,83,18'7 

aDOeII and PeDaiOlll. 
9 4.9 RefuD.dI 94.,83,000 98,,,-148 1,81,1S4.8 

010 lSI Baluobiitan _. 28,25,000 2'7,65,'733 1,~,'738 

:u 8O-A Irription Dot oharged 15,000 95,898 80,898 
to Revenue. 

In spite of the opinion expressed repeatedly by the Public Accounts 
Committee, lind in particular their statement in para. 14 of tbe report 

• 

on the acconnts of 1923;24, that with a well-regulated system of control over 
exppnuiture there ought not to be any excess at all-an opinion en-
dorsed by·the Government of India in para. 7 of the Finance fJepal'tmcnt 
Resolution dated 1st June 1926 where it is stated that" an t(xc('ss·vote &ppeI1Jla I 
is in essence a thing :which ought not. to occur for it represents a failure Oil 
the part of the executive GovernmetJ.t to observe the limits set by the Legis-. . 

• 



·' 
•. }.at~re, i~" :voti~. 8r~ts fpr eJ:p'e~ci~~ure "-neverthele!J8 the numper ot 
e*~ yot~. re4\l1r,edui' respect Of' t~' 1Min' 1924·25 Q:~ed8 tlw n1ll11ber i~ 
l~·~~rt~~~~, ~h~'lross :~~¥t ,of' ex". e:tp'~difu~ is,~., .!", 

- .• I .' I _ • 

.... UI.)· . Itim 1.-This h~d contains provisioll not only for the working 

;~~~~s~S~s~::s~~~r~~e:t~~t~~~1!e&ti~~~r ~~ 
latt~r~eaa. :C~~ueJ'ltly the ~ue" ,Q~ stores lS8Ued~O the grant, ,. 61...:-
,~~.llRt" ~T~eJl'~pbs ,~ 'constItutes 8 cred~t. t,(\ Gr~nt n.·The 
{l~u~l :)f~~.ll~,O: st~~s 19~rfil fell, ~~r bel~w th~ e!itimate-wlth t~e. rekt1l~ I tHat tlie,ete<iits 't9 G:rant 11 were' n~ x:eahfied to the . extent anbicnpated. 
~e. '~'~~," s.i~r.~or '~ 8U~, PI~~entary" . grant was ,not fo:r~een i~ t~m:e to covel' 
t,h~ e~e~~s. ~hlCJ1. 18 '~~e ~ ft!.i1urwo.. ~t..lUt..t.Q~~.!'_.~1tttal. programme 
'9n Telegraphs. There as a 6Qi"responcling savmg u el'" the capital h'ead." , ',' ,'~:.. ,. ," " ., , 

(QaMUOD '~")' 'it,;, 2::""The excess was due to (1) non·realisation of probable 88,ings, 
(2) l111erroneo1l8 adjustment of Rs. 42,502 which, is being rectified "in ,the 
.cco~nts for 1925-26, (8) larger ~expenditu~ ou: Survey parties worldng 
for Provincial Governments, and (4) inadequate ,realilHltions frrnn sales 
0.£ ,maps. In~o~~Q.tionl,boqt ~h.e first two causes which mainly account 
fo.r the. eJ:~e~ was i'ece,iv~ t~;o late to ,~btain ,8 supplementary grant .. 
We hope for better vi~ilance now that Pay and Accounls,officesbave 
been instituted. 

tQaMtoA '81.) Item ':I.-The excess resultod from accounts adjuMtments for tre 
upkeep of monu~eI).ta and ,gl\rd~ which had t() .be ,made after the .close-
of the year when it was not possible to obtain a sU'pplementlit:y ,raat, in 
contra,'ention of a previous recommendation of this Committee. 
'. . '. 

(QlHAlon 108.) Item 4.-The slight exce&.'1 was due to nOD.i.realisiltion of anticipated 
r~coveries frolDth~ Uajkumar and Aitchison Co~ges. ' As this fa,ct was 
nQ'.~rought topoti,06. in fime, nOl:illpplementary aUQtmlmt was asked for. 
A sitnilar excess was incurred in 1922-23 and steps since taken will pre· 
verit 'a recurrence. ; , 

(QuntlwlOl.) Item 5.-The excess which was to Home extent covez:ed by an allotment 
from the Finance D;epartmcpt rC$erve, was due p'a~·t lr. to the ad.j u~tlJl.ent 
on account of Customs duty on storeR and partly to lllc.'reased contmgent 
charges. The hulk of the e'lI:penditure on Cnst9ms "duty on stores was 
passed on by the Accountant G~eral. Bengal to the Accountant General 
Central Revenue.c; ·for i Rcl~ustmellt in the latter's Mareh 1925 (Supplement •. 
ary) accounts wben there W8a no time for obtaining ,apditio,wll funds. The 
action of the responsible otlic:er in replacing missing journalii Rnd largely 

• overspending the provision' for Contingencies hi Malc)1 1925 showell a 
complete disregard for tIle rules of appropriation 'and WaH one of the 
main causes for t1;I.e ex,ce&S., The adjustment on ~ccQllnt of stores should 
have. been foreseen by tpe controlling authorities. 

(~ IN.) Item 6.-The excess was mainly due to extra ~xp'enditu.re in (lonnec· 
tion wltll t,he pre.paration of L~feTa~les of I.. the Indi~n Censui~ of 192,1 

'wbic11 Qou,ld J~ot. be fore~~n at the t~~e of frli.ming~h(btidl;tet. Th~ is a~ 
e~et:.only,lD, the<)rYf,l8.l~ 'fa,s C9ver~d by an allotD;tent f~ t~e Finance 
l?,'ep,artment reserve. \ ' ' 

o 
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Item 7.-The f:ltcess ~ been explained .as due to. 1\ la~ge arrear pay.' (QaeAIoD",7) 
nient fQr ~ yearK of leave and pensio~ary contribution. toj . the Madra. 
Govt. and to an arrear adjustment mad,e after .the close of the year. Ia 
tIltH case also the amount was covered by an allotment from the FiI\8DC8 
Department reserve . 

• ~ . 
Item 8.-T1J& excess was due in gen&ral to the adjustment of penSionO jtQueittJOll.lO.) 

ary charges from·~mmercia1 departments and in particular to the ~ecovel'Y \ 

fin811y settled within the year. Less recovery from commel'cial depart: 0 
on this account from the PO$ts anu 'l'(IJegraphs Department not havmg been I 
mente was madl' and t~va!l not br2EH,ht.,J2 notice till it was too I 
late to _ ~~s~._.'!'Q!,. __ ~d4iti.91!SLl!!~-::::"---·-- - ---.--.-.. -.. -~-.", 

Item 9 .. -The ex.ceKS was. due to an omission to .ask for a ·gran. t to cover)~eRIoD .. .,.) . 
refunds of freight tax which is attributable to n defect in budgeting proo 

cedure. The' item was adjusted in the Railway books and in framing the r\ 
estimates on the civil \ide; thiN matter waH overlooked. 'l'his tax no ~ 
longer e;,Xi~ts.· Steps have n~w been taken to see that in future similar 
refunds are provided fo1' in the proper estimates . 

. . 
Itern 1O.-Tht> exees!'; was mainly due to theewriting-off of irrecover- (Queatlon fU,) 

able temporll'ry ]omIR. As the Government of lnelia decided arte'r1Tie-Mtln 
• of thl~ I hilI. !wch adjustment should be effected in the accounts of the 
year in which the sanction to remission of thc recoveries is accorded, neces-
sary ad.iustments were made in the accounts of 1924·25. The excess there-
fore remained uncovered, as it was too late to arrange for funds. 

Itfm 11.---Thc exees~ was mainly Hecounted for by the fact that certain CQueetloD'I1,) 
.adjustmellts were mad(> nnder " MiscellHneous Advances" for non-receipt 
of contribntiont' on account of the cOllstruction of the Guide\ bund at Dera 
Ismail Khan. TIl is could not be fores('en lind th(' amount was not coYl'red 
Ly a sllppl~melltary ullotm('nt. .. 

6. It will he SC{'1l that the I'anses for the execsst's may be summed up 
under thl' following general heads :-

• 

(1) Introduction of new accounting arrangements for the fi~st 
time in 1924-25, e.g., the system of treating pensions on account 
of commer('illl departments as (leductiom: from ,the gl'ant for 
sllperannuation. 

(2) Excesloi covered by alloclltions from the Finance Department 
l'es('l'\'e hut !lot by snpplementary grants ohtained from the 
Assembly, e.g., Grant 39·Joint Stock Companies where 
Hs. l::!,O()() was allocated fr.om that resene for establishlllent 
chUl'~es paya hIe to the (Jo'·el·nmen.t ofl\fadra!1. Simiiarly 
ul!lder Gralit 37 -Censlls the excess ,vas covered by the allocation 

• from the Fina~e Departm,ent reHer"e asUed 'for before the 
end o£ the year. The reashn why Hupplementary votes-were 
not obtained at the time was due to the view that waf'! tIlen beld 
that All allotmen.t from tlw reserve avoided the nf'eessity for a 
supplementary .grant. . 
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(3) Di1Bculties encountered in watching the progress of expendi-
ture owj.ng to la.rge amounts being brought to account after the 
close of the year, e.g., in the Posts and Telegraphs 'Department 
and th~ Survey of India. 

: (4) Failure to observe the rule that belated adjustments should 
be brought to account in the year in which t~y were discover-
ed and not ante-dated, e.g., the claim of tru-1United .Provinces 
Government on account of the maintenance of the ArchEologi-
cal Department gardens was adjusted in the Accounts of 192{: 
25 illS'teaci of in those of the year 1925-26 as the question of 
the debit was raised only in JUly 1925. 

(6) ,oOver-sanguine estimate by the authorities concerned in spend· 
ing money on works of their capacity to spend during the year 
reacting on the revenue account in the case of capital grants, 
e.g., the excess of Rs. 14,28,692 onder Grant ll-Indian Post. 
and Telegraphs Department, (page 2, Posts and Telegtaph Ap-
propriation Report) I is a repercussion of t.he' failure to act 
up to the capital programme on Telegraphs'. Credits to 
Grant 11 w~re not realised b~ause actual issues of stores to 
capital fell far lIelow the estimated amount. ,. 

7. The question of reDledying these defects should be taken up by the 
Government of India with a view to preventing the recurrence of excess 
grants. Many of the general causes at work "in causing excesses are dealt 
with by us further in later paragraphs of this report. With these remarks 
we recommend the Assembly to agree to the excess grants which will 
be asked for in respect of 1924·25. 

1I.-General. 

~ working expcuses of commercial departments and similar charges should 
"WljerldDC 01 8. The Committee gave careful consideration to the question whether 

"'DU' be exhibited gros!! or net in the accounts and estimates. A memorandum 
.. J- on this subject was handed in by the Finance Department to the Publio 
~::c' •• t Accounts Cohlmittee of 1924 and appears Btl Appendix X to their report 
(BftbDce""; of the 6th September 1924. Owing to lack of time neither the Committee 
t;!:u! 11.) of that year nor the Committee of 1925 were able to take up the subject, 

- We examined the Finance Secretary at length upon the memoranaum 
referred to and upon the general question and had the advantage also 
of hearing the vie)Ws of the Auditor General on the cognate question in 
relation to the Finance and Revenue accounts. The conclusions we have 
come to are generally in accordance with the Vi<!WB expressed by these 
authorities. I • •• 

'9. The primary concern 04r the Pubiic Accounts Committee is 
with the form in which the Demands for Grants and the cOrresponcliq 
Appropriation Accounts are prepared. It is clear that the guiding 

• 
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pr.inciple in regard to the form of the Demands .for G;ants in this con: "1:::.1. 
nection is that the Government should not be in poss,ession of funds for 101' ...... 
expenditure on a voted service which have not been voted and appropriated (QieItIaa 1)1 
by the representatives of the people for that service.. To this prinoiple 
one qualification is in our opinion admissible, namely, that where money 
has been .voted by a Provincial legislature for expenditure through, the 
agency of the Central Government on a voted provincial service, tlOl sum 
in question neeti not be voted over again by the Central L~ature in 
cases in ,vhich at the moment when the money is expended by the Centtal 
Government the expenditure can be definitely identified and brought to 
account as provincial expenditure. This qualification does not cover Ca&elil 
such as expenditure incurred by the Central Government on central 
purchases of stationery some portion of which is afterwards recovered when 
the stationery is re-issued from the central store for the use of Provinci14 
Governments and paid for by them only as and when they require 
stationery. All expenditure, therefore, which is to be incU'tTed by the • 
Central Government on a voted service, with the one exception of expendi-
ture which has alread/ been voted by a Provincial legislature in the 
eircumll1ances explained a}ft,ve, should be subjected to the vote of the 
Assembly. There are, however, numerous cases, especially in connection 

'. ",ith the departments whose accounts have been or are being commercialised, 
where it is necessary to show the same expenditure twice over in more 
than onc Demand for Grant presented to the AlI8embly. In such CRRes it i. 
as a rule desirable in order to avoid inflation of the figures that a sum 
voted under one grant should appear as n reduction fl"Om expenCIiture in 
the Nccond grant. In thelle cases the expenditure should be shown in the 
Dmna.JI(l:-; 1'01' Grants both gross and net, but onl~r the net expenditurll 
should he Hubmitted to the vote of the Assembly. A similar (IOUJ"He KhouM 
hI- followed ill thl' ('IISI' of grantf; whr.re thr expencliture includes outlay 
of ~U1ns \'ot(-o:\ by the Provincial legislatures in thl' circuml'ltll.n(l(>R indicated 
abo\,\'. 

lO. 'rhp ('ommittee are not dircctly concerned with HII~ forpl in Wh1Ch1::::..:'. 
tlw Ae(~f)llJlts whieh go to make up the ~'jrumce and Hpveuue Accounts are Question 11.) 
pJ·esented. It appears to them, however, that thl' view expressed by the 
Audito.r General i!ol the ril,lht one, namely, that with u view to clearnesH of 
presentation and to giving a correct pictur(~ of th(' a('.tivjtil~s of' nIl tll(~ 
spending departments of the Government of India, the accounts of expendi-
ture should work up to a gross ligure of olltgojng~ aJld that working 
expenses, chargeR for interclilt., etc., should not: simply btl shown llS deduc-
tions from receipts. If thought del>il'able. 11 Kepal'at.e Rtat.ement bringing 
out the net results of the working of It commel'cilll (iepl:Il'tmeJlt can ulwayt; 

. be drawn up. •. 

•. T~f- question of the for~ in which the l~udget sholllrl ~e J)r(~R(mted also I'OIL'lll oftJa. 
arIses III the same connectIon. Here the Important deSIderatum is that .11 ..... 
the form of presentat.ion Mhould be the one best calculated t.o give It clear 
and intelligible picture of the financial position of the Government. If 
the whole of the e~penditure, including the working expenses of com-
mcreiHI.deJl~rtments·~nd ~o on~.is brought t~ accoul!t afol expenditure, and 
the whole of the receIpts l!lcluCtlng the workmg receIpts of the commercial 
departments are brought to account as revenue, a trne sta.temen~ of all 
the activities of the Central Government is presented to the public, but 
both the revenue and ex~enditure sidet! of the account may appear inflated. • 

• 
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.i\' , ~ ute otller hand, ~f '~~y··tb.e Bet ~iPts' ~d ,~et ~penditure. ar~ ~ho~ 
tIM, pubtie . may be Dris1edill relarQ. to. ,the p~po~~n of; th~ I ~~e .ua 
ehlirtriea: of . the Ce~tral Go'Vermn~t and of the ~eyenuea of the countl'1 
which &~'*Jrent on particular8erv~~nd iJ;np~rta1)t sp~re8 of ~or~~~ 
IIttlnt _011. may be obIc~ or iorgot;teD..,. W. e df\) pot o1fer. ~ (l~al OplD1~D 
on thta· question, .but w.eareinclin~ to thinkth,.t the best solution w~ 
be for ~. figures ,in the Budget Sp~h itself alld in t~ varioUs State-
m'ttts issued at·the tilDe of the Budget to. show '~1l1 the 4.l'OI8 and. the .n~t 
upeiDditure in approprU1te~. The 1\gurt!8 ofgro1$8 expenditlll",8 wou14 
iDclude all the outgoings 'of t.be c!lIDmercial departI#ents, including ~" 
sUms whtch th&y pay to the CeD,tral Gove111JD.~t ,for the ~~erest oq. me 
capital which they employ, and aU the ~ipts of those departments woUld 
appear under the head of gross revenue. 

• 11. ~he Igure of approximately 130 croret! at which recent budgetll 
have btlenbalaneed represents neither the gl'08ll. nor the net expenditure of 
the Central. Government. The warking expense' of the Posts and Tele-
·graphs Department and· of the Railways arc e;leluded on h(,lth sides, but the 
interest on the debt incurred in order to provide these depertmebts with 
e.pital is ahown lUi expenditure of the Central Government and not as a 
deduction from the recejpts of the comme~ial departments. In the state-' 
ment of t.et· expenditure and net revenue which we contemplate the only 
entry relating to Railways would be, on the reJVenue side, the contri· 
bution. 'and on the expenditure lride the loss on strategic lines. In the caRe 

·of the l'Ofits and Telegraphs Depnrtment only the expenditllrtl on buildings, 
etc., which is treated as capital expenditure for the purposes of the commer· 
ciali8ed IWcountK, wd the net loss if any on worldng, would appeal' on the 
expenditur(~ side, and only the net gain if any 011 the revenue side, It 
would be desirable if a similar method of presentation could De adopted 
for the Opium Department. In the form of thl> Budget HH now presented 
the interest paid by the Provincial Governments on capital ndnncecl to the 
Provincial. IJoans ~"und is treated as n deductiou from the expenditure of 
the Central Government on interest on debt. We doubt if this ill the most 
deHjrable fonn of presentation. This would be the natural fonn to adopt 
if tlm mOlI(,Y advanced from the Provincial Loans Fund were raised in the 
open market on the security of the assets of the Fund, even if there were 
also 8 guarantee of the Cent.ral Government. But'so long as' the money is' 
raised on the direct credit of the Central Government, the interest on the 
debt incurred is part of the expenditnre of the Centrlll Government even 
t'hongh it h! Het off by interest reeei vad from the Fund to which it is lent. 
We therefore snggec.,i that it would be preferable that the whole of the 
interest payable by the Central Governm('nt on money borrowed for th~ 
}lllrpmie of lending to the Provincial Loans Fund should appear as expendi. 
tUfl' of the Central Government, and the interest received from the Provin· 
cial Loans Fund should be treated as non·tax revenue. 

L ..... e t" 12. We hay€! heen given to understand that legal difficulties .:r::::.- have stood in the way .of t.he suggestions made by the PubliC! 
<",*!oD IM'),AccountH Committ.ee of 1925 in paragraphs ·SO to ~3 of their 

report ou the subject. of the- use of the reserve placed .At . the 
di8po~1 of tile FinaDce Department, alld on the question of creatinlla Civil 
Contingencies Fllnc:J,; on tbeEngUah ~odel.· Somewhat similar oblltaclea 
have also ariHen in reP,.'ard to the 811g~lItion made ,by the "arne. Committee in 

'l'OIEeDVO". para. 20 of tht'ir Report for the adoption of the Flylltem of a token vote. We 
• 
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OQJlour generally in the. princip~ under Iring the recOJllJl,lendatio. nR of . . m~~ 
predeceflSOrB. We understand that the mam obje~io~ taken by the Lep!A· 
tive Department to their proposals is that it is uztra'IJire. of the statutory 
iules under the Government of Indilt Act,,,or at any· rate contrarY to the 
.pirit of that Act,· ,that the Asseinbly should be asked to vote the Same aum twice. It seems to be held that if the. A8Sembly has once voted moneY 
fora reserve in the hands of the Finance Department and the FinaRce De,-
partment .has a!1ocated a portion. of that reserve ,to cover ap. excess ~ver t~ 
amount availabt\ to ~eet voted expenditure under another grant, if. is 
objectionable that a supplementary grant to cover the latter excess shoul~ 
:be presented to the Assembly. S~milarly, objection. is taken to the device 
of a token vote on the ground that this involvea the re·allocation, by vote 
of the Assembly of money already voted under a particular grant. We 
are given to understand that a careful study of the existing demands fDr 
crants, particularly in connection with the commercialised department., 
would reveal numerous. cases in which money is already il1 ei'ect voted· 
twice over by 'die Assembly, arid we are inclined to think th~t if the 
ordinary rules of app~pl'iation and the needs of correct accounting· are • 
to be obseryed, a strict appRcation of the theory that it is unconstitutional 
to vote· money twice will be found to be impracticable; We do 'not see that 

. it ilS open to any strong objection of principle. It is true that money voted 
• for the pmpose of the Reserve in the halids of. the Finance Department 

will, if our view is adopted, never, or scarcely ever, be finally charged to 
the head under which it is voted. This Anomaly would disappear if, in· 
stead of a sum being voted annually as a reserve, a Civil Contingencies 
Fund were created, 8S proposed bY' our predecessors, from which advancea 
would be made as required and recouped in due course, ont of moneys 
"otcd under the appropriate Demand Grant, so that the Fund would never 
bear any final chargt>. This is the course which ""'e would recommend 8S 
the ideal one, but so long all the preRcnt system of voting a reserve annually 
is maintained, we think that the allocation of money from the reserve for 
expenditure under another ,roted head should not be allowed to infringe 
the doctrine that expenditure in excess of a voted grant can be. regularised 
by vote of the Assembly and by that mean.s alOne. We would therefore 
suggest that if on re·examination the Legi!-llative·De-partment remain of the 
opinioQ that the voting of money twice over by the· Assembly is ultra vires 
of the existing statutory rules, steps should bo taken to alter those rules. 

OYer. 
13. We have devoted canlful considel'ation to the evidences of If, tend·-.... ~ 

en~y to over-estimate expenditure in the preparation of Demands for Grants~~.:t 
W~lC)~ art~ affordcd by numerous instances brought to notice in the Appro.·818J 
pJ'ulhon A~count~ now ~nder review. It appears to us that this tendency 

.to ovr;r-eShmate 1S particularly noticeable (a) in the provision made for 
e~il1bhshments and (b) in the SUIDS entered under heads relating' to expcn. 
d1tu~ on works whether chargeable to capital or to revenue. It seems to 
have bce~ the regular practice for the provi!,ion under such heads as pay 
or establlsh.ments to be calculated. ~n the hasis of existing cadres with little 
refere~ce, If any, to ~he probablltty of s8ving:s dlw to casualties, leave, 
secondIng to. o!-her d~tles, and so on. The result is t.hai at the end of the 
year cOl\lpa~ah\'ely large underspendings are brought to light for ,vhiCh 
allowance mIght we~l have ~~en made in the ~ri~inal estimates. Thfl. exist-
ence of AllCh margJnS faclhtates re-approprlatIons to purposes nol. con. 
templa~cd . at the time when the budget was framed, for which no specific 
authorlsa~lOn hIlS been obtained from the Assembly, and even if, as we are 
assured IS the case and Is the comparatively large realised surpluses on 
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recent budgets tend to prove, the Finance Department has been increas-
'ingly . strict in recent years in preventing such re-appropriations we are 
nevertheless of opinion that steps should be taken to cnllUre that' the pro. 
vision . u~der such head~ as pay of establishment should be based not only 
on eX,lstmg cadres, but also on the experience of previous years, and a 
suitable lump sum deduction made for probable underspending!; undet 
these' particular heads. 'rhe Finance Department have already kltrodueed 
with Ifdv8ntageou8 results in the past two years thesvstem of maldDl 
lUUlP sum cuts in the demands for grants ,. a whole to allbw for probable 
underspendings, Rnd 've expect that t.he effect will be to leduce tIle extent 
ofunderspending di9closed in the eRtimates of 1925-26 a,nd 1926-27. We 

" 

are inclined to the opinion, however, that this system should be applied 
more boldly tban has yet heen the case, and t.hat further improvement could 
hi' obtained if careful statistics were kept of the proportion between actual 
expenditure and estimate based on the existing cadres under establishment 
heads. 

14~ The system of lump sum cuts has allO proved 'of utility iii. relation 
• to estimates of expenditure on public works, etc.~ There seems to be an 

incurable and on the whole laudable habit, ~ong officers charged with 
......... ) the duty of spending money 011 earrying out public works, .pf beiflg over-

sanguine a8 to their capacity to spend .during a given ~riod. One 
witness informed us that 13 years' experience in the case of the New 

_10&1.) Delhi building project showed that the average underspending year by year 
as· compared with the estimates of the Engineers was 25 per cent. 
Onee it has been decided to l)rOceed with the erection of a building or the 
earrying out of a work, it iN nsually uneconomical to allow progress to be 
delayed by the allotment of insufficient funds, and it is undesirable that 
the amouut which the department dcsh'es to spend on a given work during 
the year should be unclerstated in the estimates presented to t,be Astolembly. 
On the other htlnd, experience proves conclusively" that though the whole 
amount. provided for this or that work in the pro~ramm~ of the d(~pflrtm~nt 
may act.ually be requirfld d1ll'inJ1: the year, there is invariahl;v failure to 

l_.)work up t.f> thc l)J'ogramme as a whole. In the r,rrant for railway capital 
....... c:.:penditure where of course budget figures are not. affect.ed hut only the 

ways and means forecasts, the arrangement with the A!!fowIIlhly by which 
• 811m of 30 crores together with any underspendings in previous years 
'lVaH to be provided year by year for 5 years led in the years 1923-24 and 
1.924-25 to the inelusion in the estimates of a figur~ vflFltly grcater than was 
actually expellded or was ever likely to be expended. The fact that t.his 
arrangement broke down in practice has been frankly recogni8ed in the 

. budgets for 1925-26 and 1926-27 and a new system udopted under which the 
engineers and Ag~nts of the Railways concerned have been asked to ~ake 
a eare~lll (~stimllte of the sums they eXpC(lt to spend upon the sanctIoned ., 
,,()rks, and after folcfutiny by the Railway Board . theRe sums or foluch lesser 
&DlOuntR 81'1 may e\'entllally be decided upon are pla~ed a~ th~ rli.s~fiE!!ll of 
the spending authorities during the ~'ear, but. tlle FInanCIal COtlUnINSlOner 
for Railways makes his own ~Rtimat(' for budget. purposes of the total 
lUllount likely to be spent, and it is this figure which is entered in the 
DemanWi for Grants. The di1ference between this figure and the aggregate 
total of the amounts placed at the disposal of the ~pending''8\1thoritietl is 
GOwn aR a deduction for probable undertpending. We thhlk that a 
.unilar system might with advantage be introduced in every case, whether 
the cJurrge is to capital or to revenue, where expenditure on public works 
is in question. . . r 

II 
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15. A very interesting memorandum, w11ich appears as Appendix XV OomJllU'elai. 
to our report, was handed in on behalf of the PostR Imd TclegraphS'=oaatlOl' 
department explaining in some detail the princi}1les adopted and the :a':!p-' 
methods followed in arriving at a commercialised account of thE'! working Tel.paplla 
of this department. We had further the opportunity of exa\1lining ~~=.':\~~&. 
the authors of this memorandum at some length in elucidation of the 
subject.· The system is an elaborate one and the fruit of seve\"al'years 
of expert con~ideration, and we are statisfied that it results in t'he pre-
sent.ation of th~ accounts in a significant and useful form working UJi) to 
a figure of net annual profit or IOSR which, when the new form of account 
is fully in operation and some minor improvements have been introduced, 
will in our opinion be aR accurate ~lS is reasonably possible, allowance 
being made for certain limitations, e.g., omission to assign any capital value 
to land assigned to the department free of cost, which are necessarily im-
posed on the application of commercial accounting principles to a Govern-
ment department. .-

16. The main point still outstanding is the completion of th€) calcula~ 
tioD on /I.Jl actuarial billie of the annual charge for pensions. The figure at 
present adopted is an arbitrary one of 50 lakhs representing approxi-
mately one and a half times the actual charge for pensions now payable. (QueltaaIlJ 
This figure is based on corresponding experience in Great Britain and 
it is intended to retain it unchanged, although lhe true cost is naturally 
increasing year by Yf!ar, until t.he calculation is completed. The intri-
cacy of the calculation lind the n('ce~sity of compiling elahorate statisti-
cal data will, we understand, probably involve an interval of at "least two 
yellrs more before the present interiJ'XI. arrangement can be termi-
nated. We are informed that the prellcnt figure of 50 lakhs is probably 
an under-charge rnther than an over-charge. 

\ Ii. An endeAvour has been made to arrive at accurate estimates of the 
cost of service!';, not paid for at once in cash, rendered by t.he depart-
ment. to other Government departments, and we are assured that full 
crNijt hws h!:'en given to the Posts and Telegraphs Department. on the 
revenne side of t he- account. for all slwh servi(~es. We are not, however, 
entirely sl'Itistif'd that the accounts us ~'et g-iv(1 suffidcnt credit. to the 
department f01' the work done Oil hl'half of tht> Government and the 
public by Ow rflllio system which the depart tnpnt operatf!S at a loss of 
from 7 to H lakhs a y~lir, only H portion of which can legitimately be re-
garded HS loss OIl the working of t.he telegraphs. We tnink this point (QulltioD 101.) 
should be examilled by the Government, and unless the labour involved 
is likely to be serious, we consider that a. separate profit and loss state-
ment should he worked ou1" for t.his pa.rt of the department '8 activities. 
Other mi.nor points under investigation include the question of the ePedit 
due to the Department. for railway telegraphs and the credit due to the 
tE'!lcgraph Ilud t.elephone portions of the account for services rendered to 
the postal department. 

18. A considerable number of C8.'les haYe been brought to light in J)raz::a~ 
the accounts for the year 1924-25 in which loss of the taxpayer's money ~ueatJou' 
hRH re8ult~d from ~he faulty or insufficient considered drafting of ~~on- ud 1"') 
tracts entered int.o on behalf of the Govenlment. Examples will he found 
in paragraphs 60, 61, 15~ 202(n), and 205(a) of the Acenuntant Qeneral, 
Oentral Revenues' report. Another clIBe of rather a different character con-
~t'Cted with a contract for the employment of a public· servant will be found 
In paragraph 99 of the spe report. The particular cases mentioned on pages 
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i3 to 17 .of the Auditrepen OD. thi! Army. acooutlie _ dealt with· in para;. 
gtapk .43 at .~e. pl'OCJ~Ut.pof. the departDl8l1tal OGIRUlitteeon ArrIq' a-e* 
ooUts (,4ppea.di.x XVI), are iDterestling as ~owin, t~e valuable reiulDl 
w:hieh.mayeDBu,re from.lthe examination of the aooount. b1the Audit De· 
~i.rtment land the Publie.· Acco\ll1ts Committ.ee.. 'l'he. defects brought to 
light by ,these cases Illaye. been remedied by. the Army Depatmellt which 
has ,ifaued an . Indian' Army. Orderl. given in au appeDm to 
the: ,report ?f the Army . Aecounts ~ommittee just t~ntioDed. ill 
which· the mistakes due to faulty draftmg of contracts for hired trans-
port brought out in the Audit report ,have been 'specially' brought to the 
notice of all conoerned ad directions have been given for the 'introduG-
tion of Mtandar.d.fpl'ms of contract and a standard procedure. The 
amount of Government money which may be risked owing. to hasty or 
faulty procedure in giving out contracts and in makingpayment.s· apon 

• them is ve,ry large and we consider that it is a matter of great importance 
that adequate arrangements should be made for securing that legal and 
financial ,advice is available to and obtained by .the officers l'e~ponsible 
for giving out ()ontraettl before they are tinnily entered int.o. Standard 
fqrms of contract should be adopted where vcr pos8iblt~ ood tht!' rates 
mentioned in the coutracts subjected to adequate prior scrutiny. In t4-~ 
connection we desire. to reaffi.nn the view expressed by the Committee 
of 1925 iJ;l. parag1'8ph49 of their report and I:l('cepted by t.he Government of 

j,ppeacJls I. India in Finance Dflpal'tment Resolutioll of tht' 1 "t June] 926 paragraph 27, 
that the Finance Departmellt ~hol1lU make rules to provide that any CODA 
tract.!! COlltainiug any unUSllltl cOllditio))::; should IIot be entered int.o with-
orit prcyiou8 consultation with that Department, and that material varia-
tions in contract!> once lmtered into should not be made without its sanc-
tion. Sevcrnl cases have been brought t.o light in l"hich executive officer. 
have incurred considerable expenditure by varying coutra.ct,s without ton-
sultation with the financial authorities. We desire also to re-affirm ihn 
important principle tha.t whenever practicable contracts should be plattld 
only after t,enders have been openly invited. It is no doubt necessary. that 
discretion I4hould be rescrved to the executive authorities on grounds which 
Flhould be reoordecl in writing to dispense with tende1'l! in special caRes wher\) 
it ill clearly in the tax-payer's interest to do so, but such caNes !lhould b. 
comparath'elv infrequent., should he admitted 01l1y when there ate vert 
special reaHons for making an exception to the g(lneral rule and should 
be subjected to close scrutiny both by the executive Rnd by audit. :: .... =0- r 19. The Committee of 1925 in paragraph 20 of their report SUJlliWStM 

,=~: that, new and important items of voted expenditure not contemplated when 
:1"='.~"1MI th~origin estimateH. w~re framed, of which the cost can be m~t out of :: IwGa-:,to savmgs elsewhere wlt.hm the grant, Rhould be brought, to the n()~u~e of the 
:,==~ II,. Assembly by means of II token ,,"ote. 'l'he qlwstion of the adoptIon of t1'l.e 
!l'okeD Yo". de\.ice of 8 tol,cn \'ote is dealt with in another paragraph of our report, 
i' What we desire t.o do here is til draw at.tention once again to the import-
;r; ance of the rule that expenditure of a kind which is technically of the 
':1 nature oi~ a " new S6~ice " ou~ht always to be bl'ouffht to the not~ce Qf 
, . the Assembly and subJected to ltS vote, even though, ~t may blfpoSSlblAt to 
::{QaeRIoQ 1116.) pay fOl' it by reappropriationfromflllvjngs under other heads of tlJc vot:8d 
" grant '0 which it iii ehargt>.able. NormaHy,indt!t;d. prOVil-;,oIl for ~ew ex-

pendituru OD: a new ~rvice ought, wherever poSSible, to be made 111 ~ 
original f!stimatp-s of the year'l\nd not by meaJisof a supplementaty esti* 
mate at all; but if, lUI is doubtless inevitable, oOOflioDS arise where.it i. ill 
the public intere!o'lt to begin to incur expenditure during the course of a 
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fiDancial year on a new arervice for which provision wa~' not made in t1:1;'. 
original estimate8~ in the case of voted expe~di~~re statutory ~}es re~lif~ 
that a vote of the Alilliembly should be obtamed for 'lh~t speL'lfic purpose 
a1)d it if! not enough' that the matter win ha;ve 'beeD; brought befor,e' the 
Standing Finance Committee in any ca8~. "We trust that the Auditor 
Gep.eral 8,nd his staff will caref~lly scrutinise the cases. in'W~ich re~pro~ 
priations· have been aUo,ved during the course of the year 'wIth' a flew ,to 
elll!;uring .that Jhis rule in regard to' new services i~ duly ob!lerved. ~n 
instance In pOInt where( we are doubtful whether thIS rule may not have 
been infringed occurs on page 281 of the Audit and Appropriation Ac· 
cou,nts (Civil) for 1924-25 where footnote (d) brings out the fact that a 
smn of RN. 14,516 was reappropriated from savings uuder other heads 
of Aooount No, IX-Commerce Department under the head of Generlll 
A(lministration, and devoted towardi meeting charges for the mai~tenanfle (QueltlOD 1111.) 
of. tb(~ s. s. " Dufferin". We agree with the Auditor General that the 
chuge was not properly brought to account by the Accountant General • 
~Inder the Head-Contingencies-Commerce Department. (See Appendix 
XI.) • 

20. The cognate questi4ll of the use of savings under non-voted bead!! .ea~ 
for new expenditure not provided for in tJle original etltimates arises out of r.!r~ ot 
the comment contained in paragraph 39 of the Auditor General'l'> letter to IlOIl~ 
on the Appropriation Report on the Army servjces and paragraph 30 of ::~~­
the report of the Committee on Army Accounts {or 1924-25. In the case of r.:::;r,.~ 
non-votlld expenditure the sanction of the Government of India in the Fin-~ •• t 
anee Depllrtment takes the place of t.he vote of the As..'1embly. Rules have JI': .. ~. 
been laid down by the ~ecretllry of State and are strictly observed in re- f::~:llt 
gard to the retlPPl'opriation of money Naved under one head of the Army Bou .. 
estimates to expenditure under another, and the Finance Department's (of. Dara.II.) 
approvllI iH illvariably obtained for all but the most minor cases of 11ire1nent. 
CQrresponding J'ult!s def not ElppeRr to have -been framed in regard tQreap-
propriation from one head to Hllother in the case of non-voted expenditure 
for !St!rvices oth~r than the Army. though we understand thnt; the }!'inance 
Departnwut'lS approval i~ r~(]nir('d for all important CRSes. ,We think 
tbat the Government of Imlia might with advantage examine the desir-
ability of fl'lIminlo\' rules embodying die princir)les 'followt'.d in the Cllse 
of Army expenditure fol' Ilppli(lation to other caMas of ..non-voted expendi-
t\1rI~. 'ft is important thElt 010 Finam'e Department should be stri(ltiy 
s(,1'1l1l1l1011l; in its eXl'l'ci.He of sl.wh powers of rellppropriation, amI we agree 
with tIl\' vjpw expl'e,~s('d by the t'ommitt('n on Army A('('Ollllts thut Ii 'cliR-
tinction should he obsel'Yed between rl'appropriat.ion~ nInde to cover exeeSSes 
in normal expenditure fmd ca:,eli in which' sllvings were l'l'appropriated 
to co",,}' the eost of n(.~'" U)(1aSllre~ whil'h W(,1'(' Jlot provided for in the 
rstinultes. and thnt it will be l'onvt'llipnt for slleh reapPl'oprintions to be 

·mentioned b~' the Auditor Gl'lwraI in the lUI IltW 1 Appropriation repol't 
nntwithstandillg' the fact that sneh rl'flppropl'iations invoh'e no irregularity 
provide~l the ~'jllal1ce Department's s8.Jwtion has been dilly obtained. 
. 21. It will he convenit:ut to refer at this point to the ~ubjeet mentioned Appeudlx 1. 
m paragraph 12 of the F111ance DCJ1arnnent's H.esolution of the 1st June 
1926 arising. out of l?6ragraph 21 of the report of the Public Aceountl'l 
Committ,ee Qf 1925, namely. the rule that allexcess~ over sub-heads s1l0\.11d 
~~ formally reported to the d~partment :with whom1he power of .0.1'-
IRIng sueh excesSes rests, that IS to say, 111 most easel!; the Finance Depart-
ment, and should be formally sanc~ioned by that Departmentl if possible 
before the close of the ~ar, and 111 any case before the Appropriation 



. account is finally drawn up. The Finance Department Resolution to which 
we have referred was not issu.ed until June 1926 and it is nat)11'al there-
fore that in the Accounts of 1924.25 which we have had under examina-
tion the absence of formal regularisation of exccsse.s over Hub.heads should 
have come repeatedly to our notice, since there appears to have becn. no 
rule in force hitherto requiring these to be formally regularilled. We 
endorse the view .expressed in the Resolution in question that such formal 
reQ'Ularisation is desirable in all cases whether th(· expenditure i~ voted or 
non-voted.. 

,22. III the ease (If yoted e·xpenditure when expenditure in excess of 
the sum yoten by the ASfiembly haF; to be incllrred or when it is desirJ!d 
to applr ~ayings to a Ilew ser')ce, a Rupplementary grant has io be ob-
taim-a from the Assembly io. ol'der to regula rise the expenditure. 'fhe 
Assembly is thereby made' acquainted with the facts in ea(!h case. On the 

,. other hand, *hen the expenditure is non-voted, the Finance Department's 
Hanction is sliffieient to regularisc excess expenditure or expenditure on a 
new service, lind there is at present no formal al'nngement by whieh the 
facts are brought to t.he notice of the. Al'Jiiembly. We eXllminen the 
Financial Secretary 011 this subjet!t and he has handed in a memorandum 
(Appendix IX) in which he has suggested that the Finance Department 
should lay a statement o!, the table of the Assembly at. the time of t.he 
presentation of the annual Budget detailing the cases in which its 
sanction has been given for supplementary grants for non-voted expendi-
ture in a form analogous to that used for supplementary gl'ants for voted 
expenditure, thereby enabling the Assembly to be made acquainted with 
facts in regard to non-voted expenditure which are of interest to it.. We 
recommend that this procedure should be introduced. Its adoption will we 
think go far to secure: that the Finance Departme!rt; will obtain punctual 
information from other departments for its own Use and that the rules 
requiring formal regularisation of excesses over sub-heads of a grant as 
well as over the total provision under a grant will be duly followed in 
regard to non·voted expenditure. The procedure we propose should also 
be of some value in establishing firmly the methods which are gradually com-
ing into force for enabling· officers and departments responsible for expendi-
ture under particular grants to watch carefully the progress of expendi-
ture during the year-a matter to which we, as the preceding' Public 
Accounts Committees have done, attach the greatest importance. 

I~ 23t. Improved control over expenditure and improved methods for 
AeooU watching the progress of expenditure are clearly beginning to emerge ! ( .. 1 ".) from the institution of the new system of Pay and Accounts Officers . • t This system is still experimental, being one of the main features of the 

I plan for separating accounts froJll audit. An interesting memorandum, 
~ on expenditure control for the use of controlling officers served by the 

Pay and Accounts Officers, dated 9th December 1925, was handed in by 
Ml'. Jukes and appears as Appendix VII to our report. In the course of 
our examination we have been impressed by the improvement in financial 

:Ie 
(QallUoa 111.) control, the results of which are likely to be more and more evident in 

future appropriation reports, which has resulted froin the ne('~foJ8ity which 
now rests on departmeits of Government to cQ.Dform to the reqUirements 
of plrliamentary co'ntrol and run the gauntlet of er08s-examinlltion 
year by year by the Public Accounts Committee. There is, however, some 
danger that enthllsiaRm for regularity in a(l(louDting will prove to have ,. 
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been pushed too far at the expense of, efficient administration if care is-
not taken to see, pa.rticularly in relation to commereialised departments, 
that improved systems of accounting do not throw an undue strain on 
the pxecutive of such departmelnts to the detriment of their proper. func-
tions. and that the executive are provided with the right sort of financial 
assistan(l& and advice. It has bCf'n stated in evidence that the attem'pt to 
introduce an over-elaborate system of cost accounting in the Arn\y has 
actually had t~e result of dh'crting the Accounts staff from their proper 
duty, particularly in the cas(' of local audit in the Army. and some(\f 
th6' eases which WI.' hayc dealt with in regard to the Po!!is and Telegraphs 
Department sugge8t that the rules regarding control of expenditure may 
in !Some cases he beyond the present capacity of the staff w1u.ch is culled 
upon to apply those rul('s. The excess vote, ~th which we nave alreaqy 
dealt, required in the ease of Civil Veterinary Services wus explained (Quea.aoia1OL,) 
to us by the representat.ive ?f the Department of Ed?cation, I~ealth and. 
Lanu,.;, though the e:xplanatlOu could better be de~er1bed as un apology, 
liS due to the well-knO\~ inability of the Flcientific mind to adapt itself to 
tllf' meticulous OhSerYllllce. of technical accounting proeednre. 

24~ 'fhe new Pay and Accounts Offices seem to us to offer a very hope-
ful pl'ol!pect of proyiding a means of escape from the confiicringdemands of 

.• efticiPllcy in fldministration and regularity in o~serving the requirementll (,r appropriation audit. In paragraph 5 of his memorandum Mr. Jukes 
writes: " Under the ordinary accounting system of India control of the 
desired kind is very difficult. In order to exercise it the controllibg officer 
requires to be in close touch with the progress of his expenditure in the 
accounts. The accounts are, however, kept by an usually distant Account-
ant General whose returns reach the controlling officer many weeks after 
the incurring of the expenditure which they reeord. Another drawback of 
the ordinary sYlitem is that expert financial advice cannot !IB a rule be quick-
ly obtained by the controlling officer. It is largely in order to remove 
these defectR that the Pay and Accounts Offices have been Instituted." In 
paragraph 6 Mr. Jukes says" In the case of a large Department which 
enjoys the full time services of a Pay and Accounts Ofticer the defects are 
automatically removed. The accounts are kept ia many instances under the 
same 11)of which covers the office of the head of the Department, and in 
8IlY CUe in close proximity to it. The controlling officer is thus in a posi. 
tiou to know pl'aetically from day to day the progress of expenditure from 
his grant under the various minor and detailed heads and to l,iccure at the 
shortest notiee any information which is derivable from the acconnts. Fur-
ther, he has the help, in the pel'8On of the Pay and Accounts Officer, of a 

• Financid Adviser who' is an expert in all rules and orders beaJ:iIlg upon 
expenditure and accounts and can be consulted before any financial com- I 

. nijtment is iDcurred. •••• Where these conditions exist, the con-
trolling, officer is fully equipped with the means of exercising complete 
control over bis expenditure." In many cases of defects or irregularities 
which we have examined in the Accounts for,1924-25 we have been assured 
again and t;gain that, now that a Pay and Accounts Office bas becu estab-
lished, a re~rrence of sueh cases is improbable. Indeed, a not inconsider-
able prp}lortion of the cases with which the Aceounts before us deal 
~'ould not ha."e coml.' to lfght so early, with ~he result tha.t the 8ilplica-
tlOD of reme,dlcs w~uld have been delayed, had 1t not been for the combined 
e1!ects of the co-ordinated l~bours of the Par and .<1ccollnts Offices dealing 
WIth the accounts and all lUdependent aud1t free from accounting duties 



16 

and able to devote itself solely to audit proper. This is particularly 
. noticeable in the ease' ()f the grant for Delhi New Capital outlay where 
the!Jleed for bothfinaneial advice on tile spot and for a much mo~ 
thorougH-going' audit tbah has hitherto been pouible was spooiaU)· felt. 
It is mo SOOn yet'tO al'rive 'at final conc1usWJUI in' regard to tm, general 
eXperiment of separation. of aecdunts from audit, but :we feel it our duty 
to reeerd the verY fal"ourable Hnpression which' the n~w system of Pay 
and .:!eeounts ball IRIdeupon us in this early stage of its applieatiQll 
during which itllas,unle!l8' we are greatly deceived; in tAe case of New 
Delhi, repaid sev~l'&1 times over the e~traoost involved, thanks to the 
increased e~ciencyand 'economy which has resulted . .... :s.--: 25. 'Wi~h' re~erence' to the di8Cu~sionR w~ich have taken p~ace 1'r~~ 

..... ''''tlme to tnne In t)l,e .... mbly In regard to the order m whlch 
. di~ DeJllar;tds for 'Grants ar~ su~mjtted to t~e vot,e of. the ,AsseDiblr. 

a lSuggeNt.oll t,hrown Qut lD the course of those dlSCllSH10JlS that 
., the matt~· n,.igl1t perhaps b,e' conveniently considered ~y 'the l'ublie 

Accounts Committee WRR referred to by 'It member' 'of the Committee, but 
it waR held that it 'would be beyond the functiontOf the Pllbli(~ Accou~ts 
Committee to make any specific recommendatillnil on the fmbjeH, lind the 
Committee de<'ided t() confine themselvt'll to tbe suggestion "that the most 
likely l1leuns for arriving at a suitable solutiou would be that the matter 
should be referred to a special committee of the Assembly for cOlL~idera.tioJl. , r 

''!'lIe "26. 'In parag~aph23 of his letter forwarding the Audit, and Appropria-
: &~t tion ACC~llnts of the Central Go~el'nment, referring, to paragraphs 44 to 46, 
, ........ t. on pages' 34 and 35 of that report, the Auditor General expresses himself all 
, follows in rl~{!'ard to the Northern India Salt Department :-" Tbe wOl'k 

I, 

t , 

of this Department iH undertaken in f.iuch remote localities that the Depart-
ment has hitherto escaped adequate local audit 1!ctlltiny. It is thf.l f!ppli-
cation of this looal scrutiny for the flrNt time which has disclosffl the reve-
la'tions made in this Report. It is a common experienoe in audit that the 
first10cal t-nqlliry reveals startling features. lam glad to say tltat it is 
an equally eommon experience that energetic action is taken to rectify 
defects tbus disclosed and after R few years the local audit settles dOW11 into 
a' h1ll'rulrmn l'outine whip.h iF! rarely enlivened by the diseovery of, serious 
irrf',gull\titj(l~. I trust thltt in succeeding yeal'R it will be possihlt\ to flay 
the smne of the 'Work of: the Northern India Salt Department." .A eon-

. flidC'rahlc IJrop(lrtion of tbe pa,)'agraphs defiling with the Salt Department 
inthe Audit Bnd Appropriation Accounts relateR to il'regularitieff connected 
wit}~ the Samhhar' Improvement Scheme. These irregularitieK had heen 
bMught to li~~ht as the result of the introduct.ion of a HY!lt.flm of loeal audit 
and iuspe('tiotl of the accounts of the Northern India Salt Department with 
effec't from HI24-2!i and are still undergoing examination in the UO"e'rJl-

\ ment of India. The facts have not yet been fully Il8certained, mlJ,ny of the 
points mlldeby audit. authorities being challenged by the departillental ofi-
c('rs. It jia~ not been possible therefore for thiN Com1llittee to denl flnaBy 
with the quesHon. It is clear on thil one hand that from the point of view 
of :regularity of accounb~ almost every conceivable o1i!enoo has been com-

~ (QaeRIoD 140.) mitted. On the other h~d, the repres~tative of the Central Board of 
!, Revenue expressed the VIeVI' that the ofticers concerlJed have. been whole-
J' heartedly devoted to the interestl'l of the Government an(l han carried 
:, throuaban. importabt scheme of improvement in difficult circumstances 

{:. 
" 

with ,teal Mucce8S 'at moderate' expense. Until suitable- arrangements for 
audit were made mth" effect from. 19~-25 that iI, after thelchelp.e wsa 
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pnctieally complete, only the. ~o~t rudimentary anangementseeelll te,· 
bave been in existenoe for serutinull.Dg the aooou.nt,sandthe officers on the 
spot appear to have been left very much to their ow.n de,:iees' with in-

-sufficient arrangements for 'cont.ro] from headquarter!!. lnforJDtllly. they 
~. to huvc been given a very wide diRcretion in regard to the w~l~king 
out of the.Hehe,Pie as originally outlined, but 80 far as for~ delega~dn of 
powers ill concerned, the arrangements made were obVIOusly altoA'etbel' 
insufficient. Inll such circumstances· the officers Oil the spot are • placed j~ 
an altogether unfair position. It is eMential that,as haH been dont~ (NO . 
we are informed) in the caHe of the Vizagapatam Harbour scheme, It 'Jet (QiI<lIfIOIll eft 
of rules should be framed giving adequate but carefully defined powers aud 688.) 
to the officer who is called upon to carry out Ii Major Work in a rp.mote 
and difficult part whe're conditionR of labour and transport are totally 
different from those in more Allitably Aituated localit.ies to which the 
ordinary rules apply. • • 

27. We do not think it desirable for us at. thililitage to comment furtherr=-1dIar 
on the queHtions arisini in connection with the Sambhar JmprovementlD~ 
Scheme. The matter from .he stand point of audit is a ;wost imI)Ortant lollelD •. 
one ami it is essential t.hat aU the facts should be ascertained and if 
possible agreed upon before the Committee is called upon to pWlS any 

.judgme'Jlt. Some member!.! of thl~ Committee were incllned to think that, 
in view of the differences of opinion which havl' been disclosed between 
the audit authorities and thei Salt Department and of the. fact that the 
Government of India are involved in the question of the i.J;I.sllfficicncy of 
the control ,exercised from headquarters, the most suitable method of 
dealing with the case would be to BtPPoint a special coDllDittee .of inveati-QoCltloD 568.) 
gation. The majority of us, however, are of opinion that the matteI', 
which is of .outstanding importance, should be left over f.or thorf)ugh 
investigation by the P'ublic Accounts Committee of 1927 when all out-
standing points have been clp.ared up and the views arrived at by the 
Government of India after examination of tholle faets are OD record. 

28. A !:leries of frauds eame to light in the Ap'praising Depart- 0 ....... 
Dlent of the Calcutta Custom House in 1923. The officers responsible 
have been suitably dealt with, but scrutiny of Oletie' and other cases has 
raised t.he question whether adequate arrangements are in existencc for 
supervising the work of the appraising staff. The Central Board of 
Revel.lOe have had this "JDatter in hand for IiOme time and I;roposals for 
securmg a further tlheck on acts of appraisement are under discuNsion the 
cost of which is eHtimated at approximately Rs. 1 lakh a year. The (QneatloD III.) 
problem of finding a right solution is not an easy one sincCt' improvement 

, dfp,pends on secllring a better check· before the goods actually leave the 
Custom House, and t.he measures adopted must be so designed as to avoid 
i'm~osing. additional d~lay on the clearance of goods. The responsibilities 
of appraIsers are conSIderable ; the customs revenue at stake is bv far the 
most important item making up the total revenue of the Oov-errunellt of 
India, and t.hel tem.ptatio~s to wbieh ~pprai8ers are exp?sed are very real. 
~t recommend thIS subJect to the (~overUD1eIlt of huha for lllerioUl) eOD-
F.ilderation !lnd flpeedy ,rectification. .. . . 

, 29. Another f!llbj('(~t wl1'il~h is also engaging the anxious consid"trttioJl f,\tel'llal 
?f the Cpntral. Board of Revenue is the improvement of the system of Oaa~":· 
lnternal check III the CU!~torn IIollse8. \Vc ,il'l' of opinion and we under-,oa:-· o 
stand that the Central Board of Revenue entirely concur, 'that a. consider- \ II" on 71.) • 
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able improvement in the system of internal cheek is d.irable and· pos-
sible. We understand that the Boai'd contemplate the possibility of the 
appointment of an ofBeer at headquarters to control the departruental 
checlt. Whether centralisation is desirable or not is a question on which 
we should not like to pronounee. We draw attention, however, to thel im-
portalllee of the general subject. .. . 

. 30. 1'1. was brought before· us in evidenoe by the ~udit author.itieH 
that the Sea CustomH Act of 1878 is obsolete and the need of drastic 
amendment in order to bring it up to date was prominently before 
us in evidence. We were indeed told that the Act would be unworkable 
b modern conditions if conventional methods had not grown up and 
pbtained the sanction of long practice, though they were in many cases, 
if not ultra vires, at any rate not strictly in accordance with the letter 
of the law. It is obvious that this condition of affairs adds considerable 
difficultt to the work of the Audit Department a part of whose duties it 
is to see that revenue is being collected by the CustomK Department in 
secordance with the statutory provisions of t1& Act. We understand 
that the question of amending the Sea Cust8ms Act was Itne of the first 
subjects taken up by the Central Board of Revenue at the time of its 
appointm~nt in November 1923;. and we· trust that it will be pOBSible at 
an early date to lay pro~aJs for revising the litatute before the Legislature. 

~ 31. A number of ca~e8 were disclosed in whic::h money was drawn 
...... from die treasury in advance of the date at which it was required to be 

expended. This is an irregularity which ma.y frequently lead to 1088, if 
not to fraud, and is open to the additional objection that, if it occurs at 
the end of the financial year, it necessarily falsifies the figures of expendi-
ture for the year in question. We support the • opinion of the Auditol' 
General that this form of irregularity should be sternly discountenanced. 
and if other means for checking it prove insufficient, the offenders should 
be subjected to Borne form of punishment of a deterrent character. 

PlnQellOe 32. In paragl'aph 4 of his letter dated the 9th .July 1926 covering the 
~r~IlCll. Audit and Appropriation AccountH of the Central Government (Civil) :r=:.::: for the year 1924-25 the Auditor General draws attention to a case in 
tJaeAadlcor which there ha~ been a divergence of view bet.ween the OoVt>l'Il'knent of 
~-::'" U66.) India and himself regarding the deHirability of a despatch being addressed 

by the Government of India to the Secretary of State rtlquesting an inter-
preta'tion of a Section in the Government of India: Act. 'rhe Auditor 
General held that an Ruthoritfltive interpretation of certain wordtoi in tIle 
Section was required by him in order to enable him tOi exerllise hi!> Mtatutory 
duties of Audit. The Government of India held that it was uselesli to ask' 
in general term!> for an interpretation of the words in <{uclltion as the 
reply could only bf' that the Section mUllt be interpreted with referellc~ to 
the particular facts of It particular ca.-;e and it was not a questieJD of law 
bnt It question of fact which would ariRe for clecision ill fln~' such ('/I.H~. The 
Governmf'nt of India, however, exprc!>sed their ";il1in,,, .... lt>lI!! to addreloi8 the 
Secreta.ry of Stat.e 'in regaru to lilly particulltl' caH~' in which it appf.!ared 
that the proviRions "Of the Section were heing infriDgNI, 0"might. (In a 
strict int<"·pretation. be held to be infringed, find in .aHking for the ruling 
of tlf'e Secr'ettlry of State on such a particular CRMe to relluest all'1o It general 
explanation of the reasons which guided the Secretary of Stat.e ill coming 
to his conclUBion. The Auditor Geueral h~ hitherto expre~d biJruielf 
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· UDwming to withdraw hill reque/oit that the Governm~t of India should • 
address the Secretary of State with a view to obtainitJg a general inter-

.pretation of the Section, and among his reasons for declining to acc~pt 
the Hovernment of India'R proposal has referred to the long delay w.hlch 
has occurred in dealing with the J)articular case m~ntioned in paragraph 
5 of the Mtter of the 9th July 1926. We understand that the Aud;tor 
General bas now agreed to accept the proposal of the Governm(mt of lndia 
that the general-question should be taken up in connec'tion with this pa~­
cuIal' case, provided that it is taken up witbout further delay. T~l1s 
solution will, it is hoped, provide a satiHfactory settlement of the questIon 
on which there hIB been a divergence of opinion, and we trust that no 
further delay will now be allowed to occur in addressing the Secretary 
of State . 

. 33. This case, however, raises a general question of !Some. im'portance:a::., .. 
which is also mentioned by the Auditor General in the letter referred to. A1I4ItII' ' 
The Auditor General has a statutory duty of auditing tbe acoounts on:...a" 
behalf of the Secretary·of Sta.te. He hu, however, only two channels:rr:-" 
of appr~ach to the SecretarJ of State, namely, (i) through his letters (QulC':JIIf.) 
forwardlDg the annual Audit and Appropriation Reports, and ('it) 
through the Government of India. The Government of India n'ust of 

· • course address the Secretary of State and obtain his decision Gn any 
particular question of expenditure on which they are not the final 
authority and the decision of the Secretary of State is required or stated 
to be required in order to satisfy Audit authorities. On the other hand, 
the Government of India must retain their discretion to decide in regard 
to any general point when and on what matters they will address a des-
patch to the Secret.ary of State. 'I'he question thereforc which is r4'ised 
by the Auditor General whet.her he should not be given the right of 
dir{d access to the Secretary of State clearly requires consideration. 
No doubt the nature of the subjects to be dealt with in such direct corres-
pondence between the Auditor General and the Secretary of State will 
have to he carefully defined if an i,rtperium in imperio is to bl~ avoided. 
Ncverthel$S, there would appear to be som~ prima facie argnml'nts in 
favour of the grant to the Auditor General of' additional fal'ilities for 
communication with the Secretary of State, and the matter is one which 
ihould, we think, be (~arefully aDd sympathetically examined by the Guv-
ernment of India. . 

34. In dealing with t.he Army Accounts the Committee examined theAnDJ'a-t 
representatives of the Army Department on the question of 'the CoSt t;::=~I" 

• Accounting system in the Army and on the intentions of the Government 
• in regard t<l the recommendations of the Committee on Cost Accounting 

ill ihe Army wliich they wcre given to understand is shortly to be published. 
The final conclusions of the Oovernment of India have, we learn, still to 
be confirmed by the Secretary of State, but it wu made clear to us that 
in tlle opinion of the Government 0.£ Inuia the' co~t accounting system in 
the Army htu; proved to be unduly laborious and not to give results com-
mc~urate w~h t~le e~ptlnditure tmd trouble involved. It is proposed to 
retam.thr. system 10 the el:lse.of manufacturing estllblil'!hments and ordnance 
faetorl.es, but to rllVert to a simpler form of accounts ill regard to tlnits. 
~xperlence had shown that the system of cost accounts did not give that 
Improv~d control over expenditure in unitl'l which had been expected and 
that, WIthout a degree of cleeentraliliatiOll which is impoSllible in the Army. 



·that result.oould not be achieved by any mere elaboration of aCOQUntinl 
system. ·The Committee 110ted the litatement of the intentions· of Ule Gov· 
ernment 80 far as they have been defined at this date and decided that. they 
woul(~ leave it to the'Committee of 1927 to examine the details and practical 
working of the Hystem .to be introduced in its place and .to arrive at and 
expr_ an Opinio,ll on tbe new methods Bnd forms adopt.ed. TJley noted 
that the pl'Qpo~d changeR have the cordial I>upport of th~ Auditor General. 
They desire, however, to emphal!illl' the importance of an hnprovement of 
local audit in the At'my whi('h it is l·xJlcet.ed will result from the simplifi. 
cation of the aC(lounting dutic", which have to he performed and the 
oonsequential l;oUing free of the local aU(litorH for more llMeflll duties. 
The abolition of cost acconnting in the nnits will mll,ke the work of the 
l(lcal !IuditorJo; more thlln ever importaJlt. lind ('very effort should be made 

, to sec t.lmt real improvement is ~eet/rtld. 
_. 35. In & considerable number of cases montioned in thp Aceounts under ==-- 'consideratioil it IIp'pear~d that expenditure had been ),(·('orded under a 
.....ditrerent head from that tinder which blldgt't pro'tision hacl been made fol,' 
(~,u.:it. To some extent the 'frequency of these- c"'~('s seems to p.avc heen due 

. to the ulle' for the .firAt time of the new fonD of app'ropl'iation aecountst 
but in many ca!lelli it appeared thut there had bpen ahsene(' of co·ordination • 
between t.he officers responsible for preparing the budget estimates and the,'· 
officel'!l responsible for pf:r.p'uing the aceounts .. In order that comparison 
betwee.n actual expenditllrt! alid the original pi'odsion in the elltimatcl! may 
be facilitated,· it ill import.ant that care should betaken to s~cure that the 
accounts and the demands for grants are drawn up on the same basis. =:.,... 36. The Committee observed, particularly in t.he CllHe of the PORts and 

(~81&). Telegraphs Depart.ment, that expenditure on travelling Mowed a tendency 
to fall considerably below the amount.s provided in t.he estimat.es. It was 
suggested by a witness on behalf. of the department that. the explanation 
was to he found in the fact that t.he rates of tra\'eIling allowance had been 
reduced and officers were in conscqutlnce unwilling to travel as mueh .. 
before. We t.hink that the allegation that the rateR of travelling allowance 
are insufficient should be enquired into, though we. desire to re-affirm the 
well-known rule that tra.vi'lllinp: allowances should nt)t be a source of profit. 
But it seems to us to point t.o some failure of control in a del)J&rtment 
if inspecting officel'Jil are left in any WIl"Y free to decide the extent to which 
they will travcl and the placeR they will visit with reference to the polilli-
bility of making' some profit or avoiding HOme 1m!!; on particular journeys. 

... "II l~. is. t.be duty of tbe superior oftlcerR in a department to ensure that an 
~dequate nwnber of inspootioD.8 is made and that t.he places visited on tour 
are thOS.l1 which ought to be visited in thl~ betl.t int.erestll of the efficiency • 
of the Department. and not thoRe which a particular officer hlUl a fancy • 
to visit. . • . 

~... 37. The Comtp~ttee had evidence to the eft'ect t.hat defects ~n Funda-, ~.'f;. JiItmtalRule 41) 8~ It stands at present and the absence of a Amtable Rnd 
C81nprehensive re-draft are mainly responsible for the unsatisfactory 
position in regard to audit diselol!Eld in some paragraphs in the Report,.on 
Grant No. 43-Civil Works with reff·rence to hO\1f~crerits in Delhi and Siftlla. 
It is clearly desirabll' that tIle re.drafting of t.)1is Rule, however 'great the 

:'. 
diffictltieH in producing 9~ RatiR£actory re·draft might be, should not be 
further delayed, and that a Jl('!~ rule should be duly sanctioned and promul-
gat.ed as aoon as possible. In the same general 'Connel.1:ion the Committee 
desire to record their view that ltOUHe.<; design(li. and built for officers of 
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higher status sbould not be let to officer" of a lower statull in view of tlie-
1088 of rent involved. • 

8S. Rule 51 of the Indian J.Jegislative Rules provideR for the ~oD!.titu- CJo'ft.m~. 
tion of II Committee f~n ~:.oubli(! Acc(mnts for the purpose of deali!lg ~ith t~e ::.:a 
Audit a~ ApproprIatIOn 'H~(~OlmtH of the, (lovernor-Gemlral In Cp~lnell. :~f·'&'11 , 
So far a~ (,-oncernto; that portion oi' the aceounts for whi(~h the At:~ountant ~Pf"0pda­
General, Centr!tl HevI'llu(,! •• wa~ l't'Hponsibltl, namely, the Civil Accou!lts .: .. 1111 •• 
for IH24-2il, the Accounts referrerl to in the Legislative Rule quoted were 
preNented to the Public Account!' COIlUuittee of 1926 for the first time in 
a single Helf-contained rt>port. ThiH Rel.lort. is framed on the lines of th,e 
British repo,t which experience has shown to be a useful model and consti-
tutes the Audit aud Appropriation report referred to in H.ule 15 of the 
Rules framed by the Seaetllr;v of State under Section 86-D. (1) of tlie 
Government of IJldia Ad. The Committee desire to express their warm 
appreciation of the value of the 'Report in its new form and theIr rf!oognition • 
of the great p8in~ devoted by the Ac(:ountlmt General to its preparation . • The Report is not yetein its final form as some of the subsidiary 
accounts were not ready for inclnsion. It is already very large and the 
Committee suggest that its size might ,be reduced in the three following 
wa~s :-

(1 ) 

(2) 

(3) 

• 
Only cases of real importance should be quoted. The atten-

tion of the Committee could be called to these CQSes more 
readily if in the general review where chief forms of 
irregularity are pointed out references were given to typical 
ilhlRtrativecues in the letterpreas. 

Only relevant and important details should be inclUded as fill' 
8:0; l)()SlSihh·. 11 is del>irahle that tlw A(!COlllltant General 
should treat cases objectively giving the faets connect.ed with 
them impartially Ilnd leaving it to the Auditor General to 
expl'(~!''PI genera I conclusi()ns. 

When cases are quoted in the lett.erpress, the details should 
not be given again in the notes to ihe' accounts, as references 
to the relevant passages in the letterpress will suffice. -

In saying this the· Committee do not wish to fetter the discretion ot 
the Accountant General as to the cases he should include in his Report. 

The question was raised 88 to whether subsidiary aooounts should ,be (Quant_ .. 
included setting out traDlIMtions of il18titutiOll8 mainly supported by all4 -" 

\ grants-in-aid from Government. The Committee consider that it is 
.undesirable provided that there is a lII1tisfactory a.udit of 8uch accounts, 
.alSdthat, Government receive a copy of the audited accounts. 

The Committee alJf.in considered the question of the extent to which 
ca!leS on which the Government of India has not finally passed or.ders 
should he in~hldf'd in the Report. The Committee approve of the 
;ltatement of the position given by the Government of India in paragraph 
16 of tllJ!Ffna.m!R Department Resolution. It is not poHSible to lay down ' 
any !!,eneral rule on the ~llbject, for while it is unnecessary to include 
ordinary cases for the consideration of the Committee, it is felt tha' vel'Y 
'important U8.fIe1ii and CBflet'l in the disposal of which therE' hilt! b901l Jong delay 
Should be brought to the notiee of the· Committee • • 
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WIt ••• 39. 1.'be Committee desire further to express their gratitude to the 
--..... witnesses who appeared before t.hem on behalf of the Departments of the 

Government of India to explain and elucidate points arising from the 
Accounts. They were impressed with the readinetlS and anxiety of the 
witnp.88el:l generally t.o assist. the Committee in their task and ~e trouble 
~'hich' in mo~t CAMes they had ta.ken to acquaint themselves with the details 
of.the (llllleS on which questions were likelY' to be asked. NtJW that the pur-
poses and the methods of working of the Public Accounts Oommittee of the 
Centrlll TJegi'llatu!'t.· havE' begun to be understood and appreciated, many 
of the diffil'ultics which were met with ill the first years of thc institution of 
the PubliC' Accounts Committee in obtaining satisfactory ~explanations 
appear to be rapidly disappearing and the new ~ystem to be - working 
f'llDoothly. 

• 40. We'attach as Appendix VIII to this report a statement showing 
the recommendations or suggestion!! made by the Public Accounts Commit-
tees of 1923, 1924 and 1925, on which action is still outstanding_ 

41. At our request .the Auditor General tas submitted' to us f. memo-
randum setting out the relations between himself and the Auditor of llome 
Accounts (Appendix VI). We consider those relations anomalous in some 
respects and hope that tlle Government of India will take up the questi,oa 
of giving effect to the ~ommendatioD8 of- the Audit.or General when t_ 
occasion- offers. 

42. We accept the reeommendations of the official committee, which 
sat to consider the Audit and Appropriation reports ,on Army expenditure, 
on those matt~rs which are not specially mentioned, in other paragraphs 
of this report. . 

1l1.-ParliculM Accounts. 

43. Paragraphs 4 and 5 of BomB Auditor's rBpori on the Sccreta,'Y of 
St,zte's accounts.-We are informed that a settlement is expected "ery 
shortly of the war c1~im~ outstanding between I:~ldia and the Imperial 
GCl\'ernment. We t.rust that there will be nb delay in arriving at. a !!atis-
factory conclusion which is much to be desired in the interests of both par-

• ties. 
(~IT7.) 

44. Paragraph 14~ibid.-We note that the contra.ct for the Eastern 
" . Mail service will come 'under revision by the Imperial Governlnent in 1928 

when the que~ion of India's contribution '\\Till require careful considera-
tion. . 

45. l'aragf'(llph 22, ibid.-The extent of. the 1088 involved from the 
c:hartering of this vesl:ie1 is somewhut I:Itartling. We note thl\t the cir-
c:ul!1stanC'es were special and we recognise that ud\tsllal steps wel'e nOO88-
sary to provide accommodation for officers returning to service in Ind.W.. 

, 46 .. Paragraph. 2.9, ibid.-We are not satisfied that adequat, prec8utioUf 
were taken before making an advance 'of £2,000 to t.he film lecturer without 

(QIIM., ''') 
_uqty. • 

47. Paragraph /10, ibid.-Steps should be taken without delay to recover 
the sum due from the W &r OtBce on accoUnt of the hire of the ., Dufferiu. '-' • 
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for conveying a British regiment in relief of an Indian one. The failul'~ • 
of the authorities in India to present this claim seems ~o require investiga-
tion. 

48. Parag1·aph .'13, ibid.-We have received from the Finance Depart-
ment a copy of the minutes of the proceedings of the Provincial Finance 
Memberll' conference held in Delhi in November 1925, at which the pr~e­
dure for submis!!ion of demands in respect of expenditure in England 
waH diHCuloIHed. • An acceptance of uniform procedure would facilitate the 
work of the accounting Ilnd audit authorities in England. See Appendix 
X to this report. . 

49. Paragraph 3 of Horlte Au.ditor's report on the High Commissioner's 
acc·oIL'iI(s.-Wc trust that the question of tbe ultimate liability for stores 
lost ill the" Clan Mackay" will suon he settled. We understand tho,.t 
the Indiim CB.o;e is now ready for submitlHion to the Arbitrator. 

50. Pm·agraph 5, ibid.-It appears that the levy of 2 per .cent. for(qpeatJoD 1011.) 
departmental expenses on the value of stores purchased has not in all cases 
been sufficient to cover Jhe charges incurred by the Central Go"ernment. 
Where the Central GovernlIllnt. is making purchaHcs on behalf of the Pro-
vincial Governments or outside bodies, it is we think important that the 
charge levied should be fully adequate in order that no final expenditure 

, may fan on the central taxpayer. We recommend that the department con· 
cerned should re-examine the adequacy of this le\7y. See Appendix XIn 
to this report. 

51. Paragraph 6 (8), ibid.-It is particularly important when ex-
penaitllre is incurred on purposes such 88 entertainment that there should 
be no failure to present vouchers in full justification of the expenditure. 

52. Paragraph 6 (.10), ibid.-We are not satisfied that the interests of (Q ...... ll1lJ 
the taxpayer were adequately comidered in the various motor ear deals 
referred to. , 

53. Paragraph 24 of the Report of the Accounta1lt General, Central (Qu.tIoIll017.) 
Revenues: Grants No. 43-Civil Works and No. 62-Delhi Capital outlay.-
The misrepresentation of facts and the manipulation of accounts to avoid 
audit objection are serious misdemeanours and \VC agree with the Auditor 
General that any steps which may be necessary to <!heck such practices should 
be promptly taken. 

. 54; p'aragraph30 (vi) (a), ibid: G:rant l-Customs.-The conditions(QuMtioD 07e.) 
disclOKed In the character of the warehousmg work of the Bombay Custom 
House were 'iln9lltisfa.etory. We are informed that action has now bAen 
taken to set matterH right and tr!;It that no recurrence of such conditionH 
,,'ill bf'! permitted. 

55. Pa,ra(Jraph!l 59 a·nd 62, ibid: Grant No . . ']-Salt.-These cases illUS-(QIlllUeD ell.) 
trate thf'! importance of the queHtjon of the method" of dealing with c~mt.rl\cts 
wllich is l't'ferrt!<l to at greater length in paragraph 18 of thi.'! report., The 
story of the co-operative sooiety in question Ito! given in evideDce before 
us halo; eonsiderablebllman inter(~~t. Thf'! criticisrru; of the Auditor General 
regarding the complete irregularity of t.he arrangements adopted are amply 
justified. If this 8rr~ngemeDt proved entirely lmceellSful and economical, 
this is a restflt whjch~may do ('.redit to the· particular officer who combined 
the function!! of president 01. the society taking the contract and of Govern-
ment servant mea~lUring the work and authorising payment but does not 
justify the superior officers who permitted sllch an extraordinary arrange-
ment to come into being . 

• 
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(Q-"- Ga.)' Page 242, ibid.-The large amount. written oft for wastage of salt in 
the Bombay Salt ~partment suggest the need for an investigation of the 
causes. We understand that a Hpecial officer has been appointed to investi-
gate tb~ various qu~tions relating to salt policy and administration arimng 
out of the rellornmendations of the Taxation Enquiry Committee. This 
office .. has beeL asked ~'nter aUa. to examine t.he pl"esent arl'an.r~ementls in 
BomlJay in rt"gard t.o weighment into ~t.ore, the detailH (If the Stock Accounts, 
and the guarding and fencing of factories. J • 

(Q_tloo m.) 56. Pa.ragraph 111, ibid.: Grant No. SO-Medical .~crtJice~'.-The large 
balance of ~1ores at the X-ray Institute at Dehra Dun WI1.'I explained to us 
as retlulting from accumulations during and immediately subsequent to the 
war and the necessity of keeping a large reHerve during that period. A 
farge stock, if locked up for a long time, nat.urally deteriorates alld· its 
value is depreciated. We consider that. active steps should he taken to 

< dispose of the excess with as little loss as pOlssible. It may even be desir-
able to give st.ores away to deserving institutionH if they cannot be otherwilfe 
disposed of before becoming entirely obsolete and'llself'ss. 

(QDePloD 11K2.) 57. Paragraph 119, ibid: Gra.nt No. 40-Indi.an Stot"(Js Deparlment.-
We were informed that the Indian Stores Department was in some respe~t! 
inapootion to undertake more work than it at pl'eHent secures. We trust· .. 
that every effort. will be made to see that it obtains sufficient employment to 
make it self-supporting. 

(ca-t;lCID 10t15.) 58. Paragraph . .125, ibid.'-:'The l'ush of purchases at the close of the year 
must neoe88&rily lead to undesir&ble consequences. Every effort should be 
made to remedy the defects disclosed. 

(QueRloD .1.) 59. Paragraph 1.'1.'1, ibid: Grant 4tl-Ci'lJii Works.-The question of 
the return obtained 011 furnit.ure rented by officers occupying fumi~hed 
bou8f's at Simla Ilnd Delhi is a difficult one. The necessity of obtaining 
8 reasonable return on the capital invested in addition to making adequate 
eliarges for mamtemmee and depreciation should be caref\tlly kept. in mind 
by tJw, department concerped and by the Final\ce Department. 

(Q1IInlmI'10.) 60. Paragraph 143, ibid: OrDlltt No. 43-Civil WorkB.-We agree 'fith 
the A uditor General that. special eare should be taken by high oI8cWs not 
to ailk for furniture which is inadmi88ible under the ndes from 8up.pl.yial 
oaicers who ~aybe plaoedin a diftlcult position if Bueb demaads a ... made. 

61. Paragraph 166, ibid: (Jrant No. 51-Baluchistatt.-Frequent, ie~ 
approptilltifJn of petty amounts should be avoided. 

( ....... ".) 62. Paragraph 184, ibid: Grant No. 54-AndaMtJtt8 and NWolHJ, 
l.lands.-The aetion of the Deputy Commi88ioner in taking advantage of 'is 
official IKJ!lition to compel the treasury officer to make a payment to him 
without proper authority was highly irregular and repreheDsible. 

( ........ H9.) 68. Paragra,phll 194 to 200, ibid: Grant· 62-DeZki Capi.tal otdla1j.-
We are informed that a departmental enquiry is being- instituted t9 enquire 
into the general questions raised by these parragraIlhl!l in regard to the 
collection of materials in advance or in exc61!8 of reqllirf'tmentR and the posi. 
tion of the store accounts. We trust that the -enquiry will result inhnproTed 
control. 
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64. Paragraph 201, ",'bid: Grant 62-Delhi Capitaloutlay.-We undel':(QueAtoa...., 
stand thnt a special im'6stigatioll is ill progreSM in rekard .to the accounts 
of til(' store ~'ard, where supervision seems hitherto to have been lax. The 
resul1s of the investigution should be important. . 

Sfi. Page 26.? Item A.-1, ibid.-Tht excess of nearly nlpees 11.lakhs (QIHIItIaa'l&) 

requir('s !iivestigation. • - I 

66. Paraa;aph H of Au,d·it Rep01'f Oil the Po.~ts and Telegraphs' DepQrt.(QaaIoalltJ 
menl.-We llndprstand that the question of incrClu;;ing the semirity required 
from officerl'l who handle large sums of monc;\' is under consideration b~' tbe 
GO"'t'rnment. Their conclusions on the matter wi11, we think, be of inter-
e!.1 to tli(' Public ACClonnts Committe(1 of next year. 

67. Paragraphs .1 and 2/1, ~'bid;-These eases left us with t.he impres-
sion that ther(' was some lllxit~· of superyision in the dcpartment requiring 
rectificmtion. and the eyidence giyen 011 hehalf of the deparUnE'ltt did not • 
suffice to remove this imprE'Ssion. We desire to add that the fact that a (QIIIItIoIltN., 
sum Jost is complet('ly ~co,rered does not necessarily imply that no addi-
tional punishment ill requirtd. 

68~ Paragraph 48, ibid.-We note that recruitment of telegraphists(QaelllaaI&' 
has heen stopped subject to certain commitments to schools where tele· 
graphists are under training, All possible 8teps !!hould be'taken to reduce 
the I pTl-'Sf'nt MUrphl!! of telegraphists, 

69. Page 4,[1 of Appropriation Report on the 4ccounts of the Posts and (Q==.-
ffelegraphs Department. Gmnt No. 41.-The double debit of over Be. 7 
lak}\!;; and the erroneous adjustment under Grant 21-Survey of ll~a 
referred to in paragraph 5 above (item 2), point to ROme fault of syste~ 
It'bieh should repay invCRtigation by the Auditor GEmeral. )fore eare shoulcf 
have been taken in t.he office of the Controller, Stlltienery imd 'Printi~. 
Wl' note that t}lE~ Al~C()nntl\nt General, Posts and TelelZ'rapbs.h8's a1'1'aD~d. 
for a-Rcrntiny ot' the internal account!l of the Controllp.r whieh deal with the 
supplies to the Posts and Telegraphs Department. 

• 

• 
• 

Tile 25th August 1!J26. • 

BASIL P.BLACKETT. 

S. K. DATTA. 

J. D. CRAWFORD. 

N. M. JOSHI. 

_ K. G. LOHOKARE. 

V" N. MlTTALIK. 

E. MONTEITH MACPHAIIJ . 

GULAR SINOH. 
• s. MURTAZA., 



14: Parag.raphs, 32 and 33.-The Committee d~cided to examine the 
Railway Board witneSfl in this connection. 

15. The Committee toak' up Appendix X to the Report of 1922-28, 
Volume I. The lt~inanciltl Secretary stated the principles which had been 
.accepft,'(} by the Govl.'rnment of India for detennining ,vlIN), .. ,'! demand 
for grant should be exhibiterl ' gross' and when' net'., TheRe may be 
.summarised a.'l follows :-

" When a recovery from another Government rellresents nothing 
more than the debit to that Government of expenditure which 
was prope.rly so debitable at t.he moment when the expenditure • 
was sanctioned. that recovery does not represent revenue, and 
a net grant should be presented. Hecoveries of all other kinds. 
do represent revenue. They shoulcl be shown as snch and the 

• grant for expenditure should be gross." . 

He pointed out that under these principles -no grant could ever be 
voted both' gross' and' net '. After shortt.explanationsby the Chair-
man, the Financial Secretary, and the Auditor General on the 'method 
of exhibition of working expenses. of Commercial Departm~ts in the 
aceountsand estimates a:'ld in the Budget it was decided t~ continue the 
discussion at the nert meeting. 

Proceedings of the lecond meeting of· the Public Accounts Oommittee 
held OJ) Tuesday, the 17th July. at.ll a.m. . , 

PRESENT: 

The Hon 'ble Sir BAsn, BLACKm'T, Choirmafl. 

Mr. N. M. JOSHI, 
Maulvi Syed MURTP&\. Saheb Bahadur, 
Rev. Dr. E. M. MACPHAIL, 

Dr. K. G. LoBOKARE, 

Sardar GttLAB SINGH, 

C(.llonel .1. D. ClU.wJ'OJU), 
Dr. s. K. D4'M'A, 

SirFuDnre G.lUNTI..IlTT, the Auditor GeDeral, was aiaopresent. 
The Hon'ble Mr. J. E. C. JuKES, Financial Secretary -Witness. 
1. The Committee continued its discussions on the question of gross 

~r net grants and on tb~ exhibition· of working expenses. .It accepted 
generally the principles enunciated by the Financial ,Secretary for 
determining whether 8 grant should be exhibited gMSS "01' net, but 
reiterated the view that in tht> demands for .tlr8nt~ both grOl!lIl· and net 
flgUrftl should be exhibited. 

2. All rega~ the exbibition of working,expense.w the Conunittee 
agreed with the Au<litor Gens,ralthat, in the ,ooounts at least, workin. 
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expen8e!l should be WOWll as expenditure and not, 88 at present, by. 
deduction from receipts. In the demands for grants,.80 le.ng as they are 
exhibited in detail as at present, it is immaterial whether they are shown 
8.S expenditure or at; redu(~tion from receiptl:!. As regards exhibition in 
the Budget statement, the Committee was provisionally of opinion ~t 
both gro~and net figures were necessary to gi,:c an adequate pi<!ture. 
It was dec](ted that draft pllragraphs on the subJect should be prl!pared 
for further con~ideration when the draft Report came under discussion. 

::.I. An enquiry \H1S made as to the progresH in the commercialisation 
of li'orest Rccounts. The Auditor General explained that eertain units 
of fon·s! account!'; had. been commercialised in some provinceI'! and that 
some of the other Pro"inees were still considering the matter. 

4. It WEtI'; stated that the Posts and Telegraphs Department were 
Pl~()posing to adopt· It tiystem by which "any realised ~llnual ~rplu8 in the 
commercial aeconnts on the POFits and 'relegrarihs Department. will not • 
be brought into the reyenne of the year hut m;ea for reducing the debt 
on which the Posts a*-1 Telegraphl'i Department pay interest, while a 
deficit would increase that liebt, so that under that arrangement there will 
be neither profit nor loss on the Posts and Telegraph" Department during 
the ycar. 

5. Un the discussion of the Heport of tbl!. Home Audit.or, on the 
accounts of the Secretary of State, the Committee enquired whether, for 
the expenditure of the Secretary of State an appropriation Accqunt was 
available simihtr to those covering expenditure in India. It was explained 
that in respect of certAin clnsFics of expenditure separate gra,nts are 
placed at the disposal of the Secretary of State and of the High Com-
mis8ioner whilt\ in respect of other classes of expenditure there is a 
combined grant for expenditure both in India and in England. The 
underlying principle is that there should be a combined gra,nt for 
expenditure both in IndiA and in England except in respect of those 
claStie8 of expenditure which cannot be controlled from India. 

6. The Committee desired to have 'a statement regarding the dis- App-.cUa:Jr. 
cusHion i,n the last Conference of Provincial .l<'ipunce Members regarding 
the method of placing grants at the disposal of the High Commissioner 
and the Secr~tar'y of State. 

. 7. Sootioh I of t.he Jlome Audit.or's Report on the Secratary of State's 
account for' 1924-25 waN then taken up. 

Paragraph 2 ib-id.-·The Committee asked for informa.tion regarding 
the appointment of the auditor in England. It was explained that under 
the Gover:nment of India A.ct the Home Auditor was entirely separate 
from the Auditor General in Inclitt. It was noted that there is some 
·8l},omaly. in the fact that voted expenditure of any kind sh<mld be audited 
otherwiHe than by the Auditor Henerol Rnd that expenditure incurred in: 
the United Kingdom by the High CommiSRioner who is subordinate to the 
Government of India is audited not by the Auditor General but by the 
Home Auditor. Thp. Auditor General undertook to present a statement 
for illeorpOl;,ation in .an appendix to the Heport regarding the Home Ar.,.ad1Jl: 
Auditor ~~ relations ,,,ith himself.. . 

• 8. Plll'l/graph 10.-The Committee decided to question the RAilway 
Ji'inancial Commissioner as regards the staff for the management of the 
debentures of the East Tndia Railway Company . 

• 
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cBeVeJ1UeI!l, merely the iDtoeNit thereon being brout'kt iato the com.mereial 
accoUni. In the ease ofordinal'Y Central Public Works expenditure, 
where no attempt. had been made to commercialise the aecountt. the cost of 
all buildings except in the case of New Delhi is met direct from General 
Revenue, no major head "Capital Expenditure met from revenue" 
having been opened.' ".",. 

a: The Committee were informed that interest ilol eharg~ o~ the depre-
ciated value as 011 the let April 1925 plu.s new ca,pital expenditure, the 
theory bring that in effect the Postl!l and Telegrapha has borrowed this 
from general revenue .. and is being charged with the interest. The rate of 
interest on all expenditure up to 1916-17 hns been fixed. Aft.er 1916-17 
the rates have becn t.he yearly borrowing rates calculated by the Auditor 
General"Md appljeclto thewans by the Government of India to bl)uowel'll 
Buch al!! the Railways and the. Pro:\'incial Governments. The rate is fallinS 

~ year by yeaZ'.· • 
. 4. The Sinking ~'und and" straight line" method of depreciation were 

explained t() the Committee. The Committee desifren that the two matters 
stated below should be further inveijtigated 19y the Department concern-
~~ . 

• (1) Whether general revenues are being under-charged and the 
Posts and 'Pelegraphs Department over-charged in respect of 
radios? 

(2) Whether radios should have a separate profit Rnd loss account' 
5. The Committee also noted that questions were outstanding in 

regard to the cost of telegraph se~ces rendered to the Postal Department 
and to Railways. 

6. The Committ.ee then took up for discu88ion. the Audit Report 1924-
2,; on the accounts of the Posts and Telegraphs. 

7. Page a.-The Committee noted that the question of increasing the 
amount of security required from officers entrusted with large KUms of 
cash was under consideration. 

S. Page 11, paragraph 16.-The Committee formed the impression that 
there was a lack of supervision throughout the Department. It was urget'l 
by the Departmental authorities that, owing to the paueity of " inspec-
tiODs ", due partly t~ inrmfticil.'ncy of the inspectioh staff and their reluct-
ance to go out often owing to the alleged inadequacy of the travelling 
allowance rates, the ma.tter waR difficult to remedy. (The question of 
travelling rates 88 well a8 the fact that 1000SeR were a very small percentage 
of the amount handled were taken up in the next mP.eting also.) 

9. Page 12, paraY"aph 19.-The Committee were iuclined to the view. 
tha;t the mere recovery of Rs. 450 from the Deputy PORtmaHter WaH not a 
sufficient deterrent: punishment. 

10. Page 13,. paragraph'22.-The Committee noted a general laxity ot 
supervision in this case. ., 

The (~ommittee thought that the reluctance to .travel could be over-
come hy eft'-pctive 1I11pervision but tha.t the rates of· tl'avelling 1\110wa,lloo 
fJhould be scrut,jniKcd.· It w~joj Ktated tlla<: this was being done. 
Mr. B1tdenoch stated that liS an experiment the Aurlit im;pectionll Rtaft' was 
being increased in one Audit Circle. 

, 



PRESENT: 

The~n~ble Sir BASIL BLACKETT, Chairman. 

Mr. N. M .. JOSHI, 
Maulvi Syed MUBTUZA Saheb Bahadur, 
Rev. Dr. E. M. MACPHAIL, 

.. 

Dr. K. G. LOllOKABE, Members. 
Sardar GULAD SINGH, 
Colonel ,J. D. CRAWFORD, 
Dr. S. K. DATTA, J 
Sardar V. N. MU'elLIK, 

• 

, . 

Mr. A. C. BADENOCH, Accountant-General, Posts 
Sir FREDERIC GAUNTLETT, the Audit.or (leneral, ) 

Hnd Telegraphs, • were also present. 
Mr. M. R. COBURN, Financial Adviser, Posts and 

Telegraphs, . ' 
Sir G. P. RoY, Director-General of Posts and Telegraphs.-WttneBS. 
1. The Committee continued the discussion of the Audit Report 1924. 

25 on the accounts of the Posts and Telegraphs. 
2. PMa. 2l1.-It was stated that the Post Master General had since 

been warned. 
3. Para. 34.-The Committee drew attention to the gap in the rules 

Rnd suggested that the Leave Rules should be suitably amended.. The 
Auditor-General stated that a complete revision of the Leave Rules for 
clerical establishment was under consideration and it was decided to ask 
the Home Department repreSentative what was being done in this matter. 

4. Para. l18.-The· qu~tion of prescribing definite contract forms W8f:I 
again suggested by the Committee. The Accountant General stated -that 
he had already drawn up some suitable forms and they were being used. 

5. Para. 42.-The Committee endorsed the view of the Auditor-
General that disregard of such clear instructions by the Head of the Circle 

. 'las unsatisfactory. 
6. Para. 44.-The important question of an agent incurring expendi-

ture without authority from hia principal was taken up on this paragrapb. 
The Committee decided to dra'w the attention of the Government to the 
need for remedying. the many unsatisf.actory features disclosed by this 
case. • . 

. 7. Para. 48.:-Th(~ C~dtmittee noted that reeruitment had been stopped 
sub}~t to certal11 commltmentR to Rchools where telegraphists are under 
traInIng. 
LIIOFiDl> • 
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" . 8. 'piJra;; 49".~The Comlnittee were _\l.TM'tkat the, appoUlmaellt ·of 
the ~"inancial Admer: Postiland'· Telegraphs;": wou!d;prevent aD' irregulari ty 
of this nature recurring in future. . 

9. Para. 53.-The Committee noted with satiIJfaction that the stores 
balances of the Indian Telegraph Depa.rtment a.ccording to figures :;up-
plied for the yean 1925-26 and 1926-27 showed a progressive rerJiiction. ,. 

In connection with the general question of fraud6 aud embezzlementl 
the Committee elicited the fact that the actual loss by frauds ih the Postal 
Department was .01, per cent. of the money handled by that Department. 
This ended the discussion on the Audit Report. . 

. 10. It was stated that the Eastern Mail Contract mentioned in para. 
14 of the llome Auditor's Report on Secretary of State's account would 

• come undet revision by the Imperial Government in 11)28. The apportion-
ment of cost between England and India would then come under discussion. 
The question8 referred to in paras. 56 to 61 of the lM23-24 Publie Accounts 
Committee's Report were disc1lB8ed. A statement with reference (Appen-
di:x VI) to the Motor Mail Cont:ract (para. 61) was put in by the Director-
General. • 

11. The appropriation report 1924-25 was thdh taken up. 

12. Para. 4.-The excess over the grant wa."I found to be due to nn 
issue of stores much less ,than was anticipated ,when the budget eHtimnte 
was framed. The diminution in the issue is Ii n('!cessary accompa.niment 
of the large over· estimate in Worb expenditnre. The Committee! were 
Rlisured that a greatly improved prol!edure was now .in force both 88 regards 
closer estimating and in the matter of watching the progress of expendi. 
ture. The Committee agreed to recommend the es.:~e8B vote to the House. 

13. Para. 5.-The Committee ;uoted that the system of " re.grantii " 
was satisfactory. 

14 .. Page 18.-MamteMnce a..a repa4n oi bv.ild,ing~6e also para. 
A 'l 0,. pagu 49 Gtsd50. It was pointed out to the Committee that tma 
fault of over-estimating is common to all Publi~ Works expenditure. 
The advantage of the system of a lump suni cut as made in recent railway 
budgets w8.lldi8eussed. It was adtnitted that as a system it could be justi. 
fied only by Huceess, but it was al90 admitted that' hitherto it had been 80 
justified. The Committee recommended the adoption of the system. 

15. Page 25·A. 4.-The Committee asked whether the saving in traVeJl 
ing allowance WaR due to any tendency On the part of touring ofticel'8 Dot 
to t.ravel so much owing to the reduced rates of that allowance, but no 
J4'ftnitc answer could be given. 

16. Page /16 D. I.-The Financial Adviser now prevents the occur-
rence of such defects. . . . • 

17. Page 43-A 1 CO.-The Committee desired to question'the Ac. 
jl~untant General, Central Revejnues, reg&l'diug the double debit aDd the 
apparent want of touch between the two Accountants General. 



PRESENT: 

Tb0 Hon 'b~e Sir BASil, BLAt1KE'l'T, Chatrman. 

Mr. N. M. JOSHI, 

Maulvi Syed MURTtTZA Saheb Bahadur, 
Re,-. Dr. E. M. MACPHAIL, 

'. 

1 Dr. K. G. LOHOKARE, 

Sardar G'lHJAB SINGH, 
Colonel J. n. CRAW/ORO, 

~ Jl'ni/>e.,. 

Dr. S. K. DATTA, • 
Sardar V. N. MUTALIK, 

I 
J 

Sir FREDERIC GAUNTLBTT, the Auditor Gene,al, 1 
Mr. T. K. RAJAOOPALAN, Officer on Special Duty, 

. . 

Pinancc Department, ~were also.present. 
Mr. O. KAULA, Accountant veneral, Central)' 

Revenues, 
Mr. G. S. BAJPAI, Deputy Secretary, Department ') 

of Education, Health and Lands, J 
. . Witnesse,. 

Mr. J. D. V. HODGE. Deputy Secretary, HOlJle 
Department, 

1. The first witness to be calleP was Mr. J. D. V. Hodge on matterR 
with which the Home Department was concerned. The outstanding 
question!! OIl which this witness was examined were :-

(1) Secret ~'fef'Vi(!e expenditure at the disposal of the Secretary of 
Slate (pa.ra. 19 of the 'llome Auditor's Report). 

'rhe reply was tha.t a certificate' from the Secretary of State showing 
the disbursement was given to the Home\ Auditor. The Government of 
Ir.uia were Dot consulted as to t.he expenditure. . 

(2) The ad1Jance of 62,000 to th-e film-lecturer W88 made by the Secre· 
ta"y of Stnte after consultation with the. Government of India. The 
Government of India were not consulted 8S to the terms of the contract. 

(8) Page 19, Post and Telegraph Audit Report 1925, regarding 
tlX(,IJ.9.~i·i'e llla1Je to a clerk.-The revisiori of leave rules for the clerical estab-
lishment Will under cOnsideration by the Government of. India . . 

2. Tbe witness was then examined on the grants relating to the Home 
Department in the Accountant General, Central Revenue's Audit and 
Appropriation Accounts 1924-25. . 

• 



•.. :; '9. '·(JfJa.t,11J· Y...:-Q..",l AtlmiftiBt8tlcm (PIItI' .876).-T~e Commltt.e 
examined the witney OIl:the general. savipgunder nearly every sub-head. 
The Committee commented that there was a tendency to over-estimate 
tl,roughout. 

,I. Grant /17-Cen8118 (page ,!i64).-It was noted that the exees", waN 
m'lre than covered by allotmentH made by the Finance Dep«'t'Lment. from 
its reserve. If this cannot be held to cover the excess it fQleans that sums 
ab'eady voted by the Assembly for the reserve must again be voted when 
that reserve is used to eover an exCC88 grant. Thus the Committee must 
necessarily raise the; general question whether the voting on two occasions 
of "ums to meet the same expenditure is. permissible by pointing out t.hat 
,8 vote to cover this excess involves such a double vote. 

5. Graflt52-(page 4.97-Note regarding the Lady Hardinge Medical 
Oollege }.-'rhe Committee would like to be afi!Sured that the grant-in-aid, 
which forms such a large proportion of the expenditure of the C.ollege, 
is being properly spent, and that the conditioJ9; of the grant are being 
fulfilled. The Committee did not desire 1!hat. summarised accountH of 
private inst.itutions of this nature should be submitted,to the-· Auditor-
General and by him to t.he Public Accounts Committee, as any Inlch course 
might create a dangerons precedent and involve unwarranted interference' 
in the functions of such institutions, though they should certainly be sub-
mitted. to Government. 

6. Andaman and Nicobar Isla~-Account I (page .'512) .-Tho 
whole question of the working of the steamship " Maharaja " was under 
consid8l'ation. 

7. Ibid-Account II-Por6stB.-Commerciar a.ccounts have been in-
troduced in this head. 

S. Page 12B-para. 184.-The Committee re-affirmed the view that the 
8tlt.ion of the Deputy Commissioner in over-ruling the Treasury Officer by 
taking advantage ofhil1. own position, was most irregular. 

The Home Department representative then withdrew.· 

9. The next wit.neRs to be examined was :Mr. 0, S. Bajpai on the grants 
relating to the Education, Health and Lands· Department. 

10. Grant 8-PorBst (page 257) -B-.'1.-The Committee considered the 
ease of grant of travelling allowance to ReHearch Officers and were of" 

. opinion that the machinery for watching this fhpenditure was defective.· .. 
~ 

11. lIra"t 21 Survey ~f India (page 75) .-The question of StortlS 
Account ~or maps (para. 103) was under consideration. 

12. At this stJlge the Committee adjourned t.o continue in the after. 
])flOn session. . , 

• 

• 
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• PRESENT: 

The lIon 'ble Sir BASH. BLACKETT, Chairman. 

Mr. N. M. JOSIII, 

Maulvi Syed MUltTUZA Saheb Bahadur, 
Rev. Dr. E. M. MACPHAIL, 

Dr. K. O. LOHOKARE, 
Sardar OULAD SINGH, 
Colonel J. D. (JRAwt'oRD, 

Dr. S. K. DATTA, • 
Sardar V. N. MUTALIK, 

• 
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I 
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'. 

~ J1 embe,.,. 

J 
'Sir FREDERIC OAUNTUET'l', the Auditor General, 1 

. . 

Mr. T. K. RAJAGOPALAN, Officer 011 Special Duty, L • 
Finance Departme~t, r were also present. 

Mr. O. KAULA, Accountant General, Central I 
Revenues, J 

Mr. G. S. BAJPAI, Deputy Secretary, Department 1 
of Education, Health and Lands, 

A. C. LOTHIAN, Deputy Secretary, Foreign and f 
Political Department, ! 

M E H A · S . . Witnesses . • r. RNEST BERTRAM lOGS, sslstant ecretary, 
• Foreign and Political Department, 

Rai Sahib '(lImNJ LAL, Foreign and Political De-
partment, . J 

1. After the outstanding points raised in this morning'liI discussion 
had been cleared up, Grant 21, Sttrvey of India, was taken up. 

. • 2. Page 303.-The Committee decided to recommend to the Assembly 
the excess vote of RI!. 1,13,327. Such excess will be less likely now that 
the Pay and Accounts Officer can warn the' Surveyor-General in good time 
regarding supplementary grants. It was pointed out to the Committee 
that the total activitielS of the Suvcryor-General can be forecasted al?proxi-
mately, hut that the. diRtribution between the Central and Provincial 
Oove!mlllent: cannot· easily be gauged. The Committee noted, however, 
that in 1924-25 there wall IJfl excess under the two heads combined of 1,29, 
The exce~ij under this grant iN more than covered by the reduction of '1,80 in the anticipated receipts from the sale of map!!, It head which it is always 
difficult to forecast. 

• 



88 

'. 8 . . fHiJfft~Ar(lNuw~gtl (page 31~}_The ·excef!8 is explabled bl 
the adjustment wth .he UJtited. ~vioees:Govel'l\lD.ent. for the amount of 
the upkeep of monuments and Gardens. The Committee observed that 
such an adjustm,nt in the- accounts of a year in which there was no budget 
provision was against the recommendation of the Committee of 1922-23 
(page 70, para. 5, Public Accounts Committee's Report 1922-2.!l-

, . 
. 4. Grant 3D-Medical Services (page 324).-The Comntittee considered 

tbat the stor$ in stock were unduly large, and that active .steps should 
be taken to get rid of them before they become obsolete. 

5. Grant 33-Civil VeteriftfU'tl Services (page 358).-The excess vo(ed 
under this head is due partly to lack of foresight in not providing in the' 
cFtimates for Customs duty on storns ordered, and partly to excell8 of ex-
penditure on books-Item H (page 358). The Committee drew atten-

• tion to the lack of care displayed by the officer concerned in incurring such 
a large eXCeRS on expenditure of an optional character. They were 
all5ured that if a Pay and Accounts Officer we~ appointed to deal with 
the transactions of this Department he woull help in preventing similar 
oecurrenccs in future. The Committee decided to recotnmend fhat the 
excess be voted. 

7. After this the Foreign and Political Department representatives 
were examined on the grants relating to that Department. 

8. Grant 29-Education (page 330).-The excess in the Aitchison 
0011ege grant was enquired into by the Committ~. It was explained by 
the witness that arrangements had now bep.n made for monthly re-
coveries. . 

9. Para. 17 of Nome Auditor's Report on' the Secretary o!StMe'g 
AccountR.-On the question of the moiety recoverable on' acGount of diplo-
matIc and consular establiah.tpeDts in Persia, it was pointed out that the 
approval of the Government of India is alwaysobtai.ned to expenditure 
unde this bead in addition to that of the Brit.ish Foreign Office and of 
the Treasury.' . . 

10. Grant 50-North Weat Frontier Province-(page 115, para. 
164) .-:-The Committee noted that several seriouH' irregularities had been 
('ommitted in this easel and that, had it occurred recently, it would have 
taken serious notice of it. But as it had happened 80 far back as 1920, 
they decided not to pursue the case further. 

The Oommittee questioned the representatives on many points raised 
under this grant and were satisfied with the replies given by the witnes~es. 
The Committee pointed out t~ great advantage derived from the presence 
of a witue88 from the Province itself with an intimate knowledge of the 
accounts. 

. 11. The Committee adjourned after deciding to continue the grant 
relatjng to the Foreign and Political Department in their m'eeting of the 
3bt inAtant. . ' 



~ . 
Jtl'Oc.dbap of tile e"JatJl ••• tIq of the PJbUc ....... 

Com.tttee beld on. JIIsolda.,.. tbe 'IOth Jal~.'I8B8 at 11 a.m.. 

PRESENT. 

Tbe.-ll0n'ble Sir BASIL BLAOKETT, Olaainnan. 
Mr. N. H! JOSHI. 
·Rev. Dr. E. H. MA~B.AIL. 
Dr. K. G. LOHOKARE. 
Sardar GULAB SINGH. Member8. 
Colonel J. D. CRAWFORD. 
Dr. S. K. DATTA. 
Sardar V. N. MUTALIK. 
Sir FREDERIC GAUNTLBTT, the Auditor General, 
Mr. G. KAULA., Accountant General, Central 

Revenues -'. 

. . 

1 .. 
Iwere also present. 

Mr. A. H. LLOYD, Member, Central Board of Revenue.} 
Mr. J. C. FERGUSSON, CommiBllioner, Nonbern India Wit,,"8U. 

Salt Revenue. • . 

• 

The Accountant' General, Central Revenues' Audit and Appropriation 
Report was considered. 

Grant No. J-8aU;...;..Messrs.Lloyd and'Fer.gnSSOJi were examined. 
2. On behalf of the C~ntral Board of Reven'~e Mr. Lloyd made a general 

statement about the irregularities brought to !ii~ht by the Audit Officer with 
regard to the Sambhar Lake Salt administration. Although requests had 
been made in 1917 and 1921, it had not been possible to introduce local Audi~ 
in that administration before 1924-25, and this iii tb~ first t'eport on the results 
on such an audit. The irregularities, which appear very seriou8, are due 
mainly to lack of knowledge of accounting rules. and to t.he difficult nature of 
work in that locality. The officer-in-charge had to take quick decisions 
freqtfently in order to avert what might otherwise have led to great 1088 of 
Government money and property. The executive do not at preeent admit 
the accuracy of all the statemenUi in the J'1l'Port but the CeDtral Board of 
Revt>.Due admit that irregularities have been ('ommitted. 

The Committee was informed that practicnlly all the cases in tht> Report 
were under discussion with the Government of India. It Ilgreed that, while 
~he matter was so important as to justify indllirion in the report. befert' final 

·orders had been passed thereon, t}le Committee could not be in a. position 
kI make a,ny remarks before it wall in posse.881on of an agreed sta.tl~ment of 
fact. It expressed tentatively the opinion that officially the officer hlH1 not 
been given enough powers, though unofficially he bad been given a free 
undo It was sug~ted that a special Committee IIhould be appointed ~ 
iDvestigat~ the whole question, but it was decided that the action t;bat the 
Committee should take With reference to tbis matter would be determined on 
the draft Report. The Committee endorsed the general comments of tile 
Audi~r General on thiae8ae . 

• 



ts. Here, 'as' ~wh"r~. oVei'-:blldgetiDg for the pay of establislunent _a8 
noticed. The Auditor' General' suggested that Btatisticsmight he kept sho,,!-
ing the difference between the sanctioned scale and the actual expendl-
ture, 

4. 'Paragraph 4O.-The Committee considered the luggestion. made in 
this paioagro.ph. While expressing general approval it desired ttremphasise 
the proposal that estimates should be prepared as far as possiJ:)\e on detailed 
schemes, specially so far as Major Works were concerned and that this should 
be done before provision for the same was included in the budget. Further 
the Government of India should frame suitable rules to meet emergencies 
specially such as must arise in remote and difficult places, where the condi-
tiods of labour and transport are totally different from those obtaining in 
more favoured localities. . . . 

5. Paragraph 62.-The Committee could not help noting in this case that, 
although all rules were broken, the results certainly ,.ere good. 

The Central Board resented the imputations !t.gainst the officet concerned 
in ~his paragraph. The Committee was of opinion that his position, as 
described in the report, was most invidious and was glad to note that he 
was no longer a;n ~xecutive1 officer of Government as well as chairman of the 
Co-operative Society. 

ProoeediDp Of the DiDth _eetiDg of the Public ACCORD. 
Coauaittee held Olll'rida)" the 30th Jail' 19i8 at 3 p. ID. 

PRESENT. 

The Hon'ble Sir BA.SIL BUCKETl', Ohairman. 
Mr. N. M. JOSHI. 
Maulvi Byed MURTUZA SA.HEB BAHADUR. 
Rev. Dr. E. M. MACPHAIL. 
Dr. K. G. LoHOKABE. 
'Sardar GOLAB SINGH. M~8. 
Colonel J. D. CRAWFORD, 
Dr. S. K. DA'M'A. 
Sardar V. N. MUTALIK. 

Sir FREDERIC GAUNTLE'lT, the Auditor General, 1 
Mr. G. KAULA, Accountant General, Central Reve- rwere al~() present. • 

nues ) 

Mr. A. H. LLOYD, Member, Central Board 0 Revenue. 

Mr. J. C. FERGUSSON, Commissioner, Northern. India' Salt 
Revenue. . 

The di8CUS8ion of the Salt Grant waR continued • 

• 
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I' 
'. • " • , ~. 'Gttint "'(page231}i~_ The Committee th6ugJit tht audit .heokl ~ 

Dise earefully aU eae8e in ,wltioh worb were'~ during the cOurse oh financial 
year aDd paid for by reappropriation 110 as to secure that the rule forbidding re-
appropriation for new services is not infringed. The question of increasing 
the monetary limit of certain sanctioning authorities as regards Major and 
Minor W ~ was one whioh, the Committee thought, could be suitably taken 
up. • 

The Committee considered that the details giv.en in pages 231 to 234 
were unnece8ll&rily voluminous, and that it would be better if details were given 
only in cases in which attention was drawn to some important irregularity. 

3. Page 242.-The Committee were a8su~ that a Special Officer was 
looking into the question of keeping the cost of product'on of Salt down to a 
minimum, including the question of over-production and excesslv60stocks • 

• 

4. (kanJ, J-Custom..-This grant raised three important question'l-
• • (1) Ippraising 8~ff.-The Committee considered the problem of ade-

quate supervision of the work of the appraising staft so as to 
prevent recurrence of fraud. It ca,pte to the cORclusion that 
improvement could only be effecte<f by better check before the 
goods actually left the Custom House. It 'W8.11 informed that 
proposals for further check on acts of appraisement were under 
discussion at a cost of approximately one lakh of rupees a year. 
The Committee decided to make a reoommendation on this 
matter in the draft Report. 

(2) Paragraph 32-Intemal o1aeok.-The Committee was informed that 
much 'mprovement had been brought about in Calcutta where 
an experiment was being conducted of having a special Pay and 
Accounts Officer in the Custom House itself. The Central 
Board contemplated further imprQvement here and elsewhere 
by the appointment of an officer at Headquarters who would 
control the departmental check. ' 

(3) RtMsion of Sea Oustoms Act.-It was explained that 1 he Sea Customs 
, Act of ·1878 was obsolete and· needed drastic amendment in order 
to bring it up to date and that, pending such revision, audit against 
the provisions of the Act. was a matter of extreme difficulty and 
likely to ead to lIl-uch riction. The Committee hoped that the 
ACt would be amended early . 

The question of over-hudgetting in the' pay of establishment' was again 
referred to ' 

5. The points raised under Grants 2, 4, 7 and 15 were replied to by th.e ra-
preaentath~e to the satisfaction of the Committee . 

• 

• 
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PI'o.: •• I1b1 .. · of tIM Math .... of ~,Palilio .4otJoaDta 
Oomatttee held· ........ a,., tile ,81.t Jaly 1"8 M 11 .... 

. . 
PRESENT: 

The Hon'ble Sll' BASIL BLAOKETT, Ok"trman. 

• 

Mr. N. M. JOSHI. 
• Maulvi Syed MURTUZA Saheb Bah .. dur. 

Rev. Dr. E. M. MACPHAIL. 
Dr. K. G. LOHOKARE . 
Sardai GULAB SINGH. 
Colonel J. D. CRAWFORD. 
Dr. S. K. DATTA. 
Sardar V. N. MUTALIK. 

Members. 

, 

Sir FREDERIC GAUNTLlilTT, the Auditor General, } 
Mr. T. K. RAJADOPALAN, ·Officer on Special Duty, 

Fina.nce Department, were .. Iso present. 
Mr. G. KAULA, Accountant General, Central . 

Revenues. 

Mr. J. E. C. JUKES, Financial Secretary. 1 
Mr. A. C. LOTHIAN, Foreign and Political Department. • Witnes8eB. 
Mr. E. B. HIOGS, Foreign and Political Department. 

Examination of the Foreign and Political Department witnesses was 
continued. 

1. Grant 5l-BaltwkiBtan.-TheComm ttee desired that the question of 
a separate Accounts Office for Baluchistan should be cons:i~red. • 

Paragraph 174.-The Committee after examination considered this nothing 
more than a technical irregularity' which, however, should he avoided in 
future. 

Page 477.--The excess vote is mainly dne to the writing~o1l of irrecover~ 
able ~mporary loans. The Committee desired to make it clear that an exced8 
vote should never be necessary. The Foreign and Political Department were 
asked to make a written statement showing whether the question of applying 
in time for a supplementary grant had been raised in this case. 

Account IX-Education (page486).-The Committee ob8erved that & pt"'itmIJ 
Jooie reading of some of the figures in this Report ·suggested that there was a 
tendency to ~ve o,n Primary education for the purpose of spending additional 
.ums on Secondary Schools. 

• 
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·2~ ~ ~;;'-;Jl.j~~"; ;186 . ...;..,._'(JoJ.UDittee·,.~.t.o 

take the que6tioli of inegtd&r:da-at Qf mone.y in ad~ .. otreqtJ;irement8 as a 
general question. 

·The Foreign and Political Department witnesses then withdrew. 

3. G~ts relating to the FinatlCe Department were then tak~ up, the 
Financial Secretary &ppearing before the Committee. 

The Finance Secretary undertook to put in & memorandum with reference 
to the excess of over 2 lakhs under item F on page 488 (Grant 51-Account 
XII). 

4. Grant 13-lnterest on Ordinary Debt (page 265).-The Finance ~ecre­
tary undertook to put in a memorandum with reference to tlJ.e excess in iteVl 
A-I-Interest on Permanent Debt. • 

5. Grant 16-AU:t-lflragrapkIOl.-The Committee were assured that 
ther& were not many cases where an officer was ~is own Disbursing Officer. 

6. Grant 45-Superannuatton Allctwa'MeB and. PemioM-(page 407).-
The Committee were informed that the excess v&te wall necessary in this c.ase 
because though the gross estimated e~~nditure was not exceeded the amounts 
chargeable to the Commercial Departments had been ovef-estinia~d with the 
result that the net estimate was exceeded. The new procedure had been 
introduced thalt year and not only had the budget figure proved too high but 
also even at the time of the revised estimatestbe excess was not foreseen owing 
to lack of experience of the new system. Thanks in part to the introduction 
of a 8eparate Pay and Accounts office in the Uni~d 'Provinces more accurate 
estimating is now assured, and the ~urtence of sucb an exce8S is impro-
bable. 

The point arose under this grant whether it was correct to show minu 
supplementary gran~ under vo.ted sub-heads. The Finance Department 
and Auditor General promlsed to oonsider the poin.t, which is a. technical one. 

7. Grant 49-ReJund... (page 436).--It wall explai,led to the Committee 
that the excess vote was required owing to the adjustment of Railway freigbt 
taxes, now no longer in eXistence, referring to previou8 periods. 

8. Grant 69-E~ure in England under ike control of the H igk Oommil-
sWner (page 541).-The Com,mittee observed that there seemed to be a consider-

-able degree of over-estima.ting in this ·grant. Item H.-6 seemed to be an 
instance of receipts being used in deduotion of expenditure without sufficient 
justification. 

The !inance I?~partment witnel8 tben with<hew 

-
• 
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PIoc ...... of the eleVllith meetiDI of the PubJie Aooountl Oonmdttee 

'Ileli on' M.da" theW Aqat'l918 at 11 a. m. 

PRESENT : 

'The Hon'ble Sir BAsIl, BLACKETT, Chairman. 
Mr. N. M. JOSHI, 
Maulvi Syed MURTUZA Saheb Bahadur, 
Rev. Dr. E.1\(. MACPHAIL, 
Dr. K. G. LOHOKARE. Members. 
Sardar GULAD SINGH, 
Colonel J.D. CRAWFORD, 
Dr. S. K. DATT.A., 
Sarl!ar V. N. MUTALIK, 
Sir FREDERIC GAUNTI.ETT, the Auditor r 

General, , 
'Mr. G. KAULA, Accountant General, Central 

Revenues, were also preselilt. 
lIr. T. K. RAJAGOP.LAN, Officer on Special 

Duty, Finance Department, 
Mr. E. W. QRINDAL, Accounts Officer, Central 

• Accounts Office, 

Mr. W. Rocm:, Deputy Secretary, Department of } 
Industries and Labour, 

Mr. A. BREBNER, Superintending Engineer, Simla Wttne&8e8. 
Imperial Circle, • 

Mr. J. L. SALE, Chief Engineer, Delhi, 

The Oommittee continued with the Audit and Appropriation Accounts 
(1924-25) of the Accountant General, Central Revenues. 

The Committee examined the representative of the Education, H_Ith 
and Lands Department on the experimental fruit farm8 referred to in para-
graphs 167 and 168 of the Audit and Appropriation Report and were satisfied 
in one case that suitable account forms were being introduced and in the other 
that the 1088 was not due to any negligence but to a depression in trade. 

2. The representative of the Industries and Labour Department was 
then examined with reference to Grant No. 100Irrigation. 

Page 262, Item F.-The Committee were informed that this is the first· 
year in which such pensionary charges had heen included and, therefore, 
the estimating was not as good as it might have beell-Much improvement in 
this respect was expect,ed frOID this year. 

The sa.me witness was examined on Grant No. 35-Avia.tion-to the sa.tis-
faction of the Committee. 

~ 

3. The representative of the Public Works Branch of the Industries and 
Labour Department .was then exa.mined. With reference to an outstanding 



'. . 
question wh~herall~ent8 ... from.tl\. Re,Jery:eshould b.e. XQade.,.OIJ, 
account of establishment, the witu.eu ~ that.,tJUa .bouJd not be done. 

Paragraph 129.-The view was expre88ed that some non-official should 
be included in any Committee convened to discuss rents of houses to b& 
oocupied by officials. .' 

Pur'fl!rraph 132.--The Committee recommended that quarters· at Long. 
wood ~hen iiot required by the Members of the Assembly should be let .. 

Paragraph.., 1,13 and 136.-The problem of rent for furniture was admittedly 
a very difficult one owing to the annual move from Simla to Delhi, but the 
Committee were satisfied that the subject was being thoroughly considered. 
The simplest way out of the difficulty would be to provide unfurnished houses 
but this, of course, was out of the question. . 

Paragraph 143, etc.-The Committee endorsed the view.exRreBBed by tlte 
Auditor General in his forwarding letter. Under this grant two important 
general questiollil wev- taken up :-

(a) The Uommitte~ noticed that there was a. considerable saving in the 
total, and were informed that it was due to the fact that there 
was a tendency on the part of Departments t.o ask for money 
before details were ready. Als", the Executive En,dneer is 
asked to forecast his expenditure many months ahead· and so 
is not in the best position to estimate closely with I'egard to his 
actual requirements. 

(b) The Committee were of opinion that the officer who an~wer8 before 
them, should take steps to keep in touch with expenditure all 
over India. 

The Committee were satisfied with the manner in which the Statement 
of Expenditure on important new works was presented in this Report. They 
thought it would be useful. 

Cases referring to Delhi were then taken up, and the Chief Engineer, 
Delhi, together with his Accountant were examined . 

• ParO!}raplt 100.-The Committee were informed that the question of the 
reduction of the rate entered in the Delhi Bus contract was under considera-
tion. 

ParO!}ra.phs 130, 134 to 139.-All these paragraphs were taken togetber 
as ~hey raised important iBBues. The irregularities brought out were due 
mainly to the need for the change of Fundamental Rule 45. This change 
had been in contemplation for a very long time, but there was a great difficulty 

• in redrafting this Rule in order to make it a compact and yet comprehensive 
one. 

The Committee observed that house rents had been too low and were 
satisfied that the Pay and Accounts Officer was. looking into the matter, so 
that neVlio rules of. ·rents will he enforced from 1926-27. Houses for officers 
of higher status 8hould l!0t he allotted to officers of a lower status. 

The Committee were informed that residence on the 5 months basis at 
Delhi must work out t.o a 1088. . . 

• 
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PIoeeettnp of· the· tweU&b mee&ti:aI of' Ut. ',. •. ,AceG.d. Committee 
held on MOD4a1, 'the 2nI ~ 1_' ilt 8 p. m. 

" PRESENT: 

The Hon'ble' Sir BASIL BLACKETT, Oloirman. 

Mr. N.M. Josal, 
Maulvi Syed .MURTUZA Saheb Bahadur, 
Rev. Dr. E. M. MAOPHAIL, 
Dr. K. Q; LOHOJURE, 
Sardar GULAB SINGH, 
Colonel J. D. CRAWFORD, 
Dr. 'So K. DAn'A, 
Sardar V. N. MUTALIK, 

Bir FREDERIC GAUNTLETT, the Audi~r 
General, 

Mr. G. K.UTLA, Acco\U1tant General, Central 

, 

Revenues, • were also present. 
Mr. T. K. RAJAGOPALAN, Officer on Special 

Duty, Finance Department, 
Mr. E. W. GRINDAL, Accounts Officer, 

Central Accounts OfJioo. 

Mr .• T. L. SALE, Chief Engineer, Delhi, 
Mr. J. S. PITKEATHLY, Chief Controller of Stores, 
Mr. A. 'G. CI.OW, Deputy Seeretary,D~art-

ment of Industriel! and Labour, ' , W'htU8U. 
Mr. S. LUJ .. , Under Secretary, Department of 

IndllStries,Uld Labour, 

Grant No. 62.-Delhi Oapital Ou.tla?I-Wascontinued in the afternoon. . , 

Paragraphs 194-200.-The Committee were infor~ed that these para-
graphs related to cases of risk of loss in the collection of ,materials in a.dvance 
or in excess of requirements, shortages noticed and verification of stores, 
pUrcha.seR of storeS at excessive or at'different rates, and were to be investi-
gated by an independent officer. 

Paragt'cvph 201 (a)-Hea'Jy lossu or risk, of 1.088 in oonnection 'With oollte-
.ton and druB'ing of "tone.~The Committee were informed that the matter had 
been brought to the notice of the proper authority and is under investigation. 

Paragraph 201 (c).-This loss of Rs. 27,86,000 is merely a. book-keeping 
adjustment, but tends to obscure the teal cost of the buildings for whioh the 
stones are to be used. . . • 

Paragr~pn 202 (g).-The Committee were dissatisfied with this case' 
which showed careless scrUtiny in the first itlStance by the officers who paued' 
~e final bill for w9rk done by a contractor. . 

.. 
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Paragraph 20.i.-'-The Commi1iteewere informed tltat' th~ risk of~ntracfls 
being defective was minimiBed now as every contract had t6 go through'the 
Accounts Officers. This 'was left to be considered in connection with the 
general comments to be made by the Committee on contraots. 

Some of the casell referred to under this grant related to house rentlJharged 
to Goverriibent officers occupying Government buildings. It was ,pointed 
out to the COI~mittee that such cases could only be settled in a 8&ti~fa~tory 
manner after Fundamental Rule 45 had been properly drafted. That question 
was discussed this morning. . 

The other grants relating to the Industries and L .. bour Department 
were satisfactorily replied to by their representatives.. 

• 
ProoeediDp 01 the thirteenth meetiDg, of the Public ·Aoeoun. Committee 

held on Ttatda,.~ the 8rd AUlDlt 1_ at 11 a. m • • 
PRESENT; 

The Hon'ble Sir BASIL BLAC1K.ETT. O~. 

Mr. N. M. JOSHI, 
Manlvi Syed MURTUZA Saheb Bahadur, 
Rev. Dr. E. M. MACPHAIL, 
Dr. K. G. LOHOKARE, 
Sardar GULA.B SINGH, 
Colonel J. D. CRAWP()lt1>. 
Dr. S. K. DATTA, 
Sardar V. N. MUTA-LIK, 

Sir FREDERIC GAUNTLETT, the Auditor General,} 
Mr. G. KAULA, Accountant General,. Central W6f8 al80 present. 

Revenues, .' 

Mr. G. M. YOUNG, Joint Secretary, Home 
Department. . 

Mr. J. D. PENNY. Deputy SeoretaJ:y, Com- ~itne~BeB. 
merce Department, 

Mr. H. SHANKAR RAu, Assistant Secretary. 
Finance Department, 

• The Commerce Department representative was examined. 
Grant 15-Acooum No. IX, page 281, Item D.-TbeAccountant 0. ...... 1, 

Central Revenues, was asked to put in a statement* ;-

(1) as to the. reason why the ch~ for the maintenance of. the 
• "Dufferin" were debited to .. Contingencies ", and 

(2) why a vote of t!e Assembly had not been obtained for this expendi-
ture, &8 the c4arge seemed to be for a new service. 

• • A ppendiz XI . 
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" 2. Grant 2O-PartB ""d ptlotage, Page 299, lt~ F.-The Commitule 
again emphasised the ,opinion that expenditure should be recorded in the ac-
counts under the head in which Budget provision had been made for it, and 
Mtw8a. 

3. Gmnt 36-0omm.eroial Intelligtmee.--The Committee. desired a state-
nlent.'trom the Commerce Department shoWing under what h~ provision 
for the 'Trade Journal had been made and whether this jou~ was a paying 
proposition. 

4. Gmnt 39-Joint Stock Oompanie.9.-The small excess vote under thia 
head was recommended by the Committee to the Assembly. The fact that the 
BUm had been paid out of the Reserve did not make the provision of a supple-
m~nta.ry grant unnecessary. 

The witne88 then Withdrew . 
. The generll questions involved in the first five paragraphs of the Auditor 

GeneMI', tJO'fJe'rift!} letter datedtAe 9th July 1926 on 'the Audit and AP'JWOpriatiort 
Accounts of tAe Oentral GOVtll'ft11iMt were then taken u,. 

Paragraphs 1, 2, and. 3.-The Committee expressed their appreciation of 
the way in which the Audit and Appropriatioll Report had been compiled. 
involving as it did an enormous amount of time and labour. A.JJ.y defects 
were due probably to the faCt that this was the first time in whioh the two re-
ports had been combined into one on the lines of the English Report. 

The Committee considered that the subsidiary notes to the a.ocoun Us 
went into too much detail and were too large in number. If C&8e8 were 
described in detail in the body of the report nothing m,ore than a reference to 
the paragraph in the report was necessary in, the notes appended to the 
accounts. This would reduce the bulk of the volume. 

In this Report caBe8 had been included on which definite orders had not 
been passed. The Committee agreed With the Auditor General th.at he should 
use his discretion in presenting such caBel, but that it was as a rule desirable 
to ,avoid doing 80, unless the cases were of considerable value or there had 
been delay in dealing with them. 

The Committee noted with sa.tisfaction the pioneer work done by the 
Pa.y and Accounts Offices with an independent audit. The system had 
clearly improved control over expenditure, and the extra cost for the staff of 
such offices approved to be fully justified. 

The Committee endorsed paragraph 3 of the Auditor General'lIletter. Il 
was suggested tha.t attention should be drawn in the preamble of the report 
prepare~ by the Accou;ntant General to the m~re im.portant questions referred 
to therem. It was pomted out that the Auditor General endeavoured to d", 
thi. in his forwa.rding letter. It was also suggested that the Auditor General 
himself should write the report on all Central appropriation accounts. It wa. 
pointed out that this would necessitate a change in the Statute. The Auditor 
General promised to consider both suggestions. , 

, .' Paragraph 4 of thp. Auditor Gen(~ral'a ZeUer.-With regard to this matter 
the. Auditor General and tbe Home Depa.rtment representative stated their 
cases before the Committee. The Auditor General modified his request to the 

·Appendit: XU. • 



'. . 
extent that he would be content if the Government oHnma wee! the Becre .. 
tary of State if he would be good enough to give the Auditor General a. detailed 
statement of the reasons uwlerlyiD& his decision with regard to the rental of 
Members' houses. It was suggested that this request might be raised when 
the specific cases of revision of electric installation and current charges in the 
residences of the Heads of Provinces are sent up to the Secretary of"State. 
The Auditoi"S-eneral was reluctant to accept this suggestion in view of the pos-
sible delay wh~h might be entailed, but was willing to agree on the under-
standing that every effort would be made to avoid all further delay. 

The Committee recommendod that the question of the direct access of the 
Auditor General to the SeCTlltury of State should be taken up by the Govern-
ment of India. 

The Home Department representative then withdrew. 
The question of over-estimating was again taken up by tae Committee • 

and the Finance Department representative explained the detailed procedure 
for the preparation of t~ Budget. The Committee were informed that the 
control of the Finance Depa_ment was greater now and that stricter super-
vision was exercised to prevent savings being diverted. This was watched 
strictly before sanction was given and any attempt at a secret reserve was 

.• frustrated. Also, there was a special watch over the rush of expenditure in 
March. As regards over-estimating on establishments, the new remedy of a 
" lump cut" had been introduced and had been found to work satiefactorily 
in 'a.lmost every case. There was a constant enquiry going on in the Depart-
ment with a view to reduce expenditure. 

Proceedings of the fourteenth meeting of the fublic Accouta Committee 
held on Wednesday, the 4th AUlUlt 1926 at 11 a. m. 

• 

PRESENT. : 
The Hon'ble Sir BASIL BLACKETT, Ohairman. 
Mr. N. M. JOSHI, 

.Maulvi Syed MURTUZA Baheb Bo.hadur, 
Rev. Dr. E. M. MACPHAIL, 
Dr. K. G. LOHOKABE, 
So.rciar GULAB SINGH, 
Colonel J. D. CRAWFORD, 
Dr. B. K. DATTA, 
Sardo.r V. N. MUTALIK, 

Member8. 

Sir FREDERIC GAUNTLETT, the Auditor General,} 
Mr. M. K. MITRA, Accountant General, Rail- were also present. 

ways, 
Mr. A. A. L. PARSONS, Financial Commissioner'l 

Railways, 
Mr . .A.. M. HA¥MAN, Director of Finance, Rail- ~ Witnel8eB. 

ways, • J 
The Railway Department representatives were examined. They first 

explained the position with regard to the outstanding questions menti?ned 

• 
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in paragraphs 32 and 33 of the Resolution on the Public Accounts Oommittee's 
Report. "They also replied to points raised by the Oommittee with reference to 
the staff maintained in connection with tIre management of the annuity by 
which the Sta.te purchased the East, Indian Railway in 1879 (Compare para-
graph IP of the Report of the Auditor on the accounts of the Secretary of State, 
Section I).. ", 

'2. The Committee again raised the general question of contI acts and notic· 
ed cases in which there had been failure to draft proper contracts. Later in the 
day the Oommittee's attention was drawn to cases where tho contract had been 
10 drawn up as to entail losses to the Railway. The conclusion of the Com-
mittee was that care should be taken to obtain legal and financial advice when 
contracts were being drawn up . 

AfJ..dit Report em the acootml8 of RailwaYIl in India, 1924-20. 
3. Paragraph 10.-TIle officer who introduced th" machine for the compi· 

lation of statistics was speoially commended by t4\e Committee. T1e p088i.b~ 
lity of the use of this machine in ordinary Civil offices was discussed hut it 
was explained that this would not be economical. • 

4. Paragraph 19.-Thee Committee desired that Rate Registers sho~d be 
introduced as quickly as possible in all Railways . . 

6. The Committee noted with satisfaction the considerable reduotion in 
stores balances (nearly eight crores) and also the fact that further reduction 
was expected. The Committee desired that the question raised in the report 
of the Workshops Committee whether stores were being pre~turely transfer- ; 
red to worke should be examined by theRaLway Board. Fourteen crores· 
was regarded as approximately the present minimum balahce for all railways 
com~ined. But the representatives explained this might vary from time to 
time having regard to the work then being undertaken and its locality. 

6. Paragraph 28.-The Committee raised the question whether the balances 
of the" materials at site .. account should not also be shown in the Statement 

. in this paragraph. It was agreed that this should be done. The representa-
tives of the Railway Board desired to consider whether a more suitable date 
than the 31st March could not be selected and indeed, whether the record 
eould not show the balances on different dates for different Railways. 

Under this paragraph was raised the question whether it would not be 
better to centralise Railway stores purchased for the whole of India 
under one Department. The present system of having a stores . purchasing 
Section in each Railway might be unnecessary. There were obvious difficw-
ties in centralisation but the Committee desired that the matter should be 
considere.d. The Committee asked whether greater use could not be made 
of t,he Indian Stores Department. It was explained that the Stores Depart-
ments 011 Indian Railways were highly organised, and, that mpre use was 
not made of the Indian Stores Department because it had not been proved 
that a more t.Jt(ensive use of that organisation would be beneficial. . 

7. ParagHspli (J4.-The contraetor'i nre 110 longer in ihe List of OOlltraotOl'8. 
e '. 
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8. Paragraph 90 (Il}.-The Committee wished to briD'g out the fact tliat 
recovery of money should not be considered a comple~ punishment in every 
case. 

9. Paragraph 113 (ii}.-The Committee noted with satisfaction that there 
was a reductipn in compensation payments and, while noting the improve~ 
ment, expected even greater reduction in the East Indian Railway'in this 
respect. ""-

10. The Committee observed that when the Auditor (,jenera) mentioned a 
oue, it was the duty of the Department concerned to have it examined in time, 
80 that their representatives should be in a position to give all the facts of 
the case when they appeared before the Committee. (Of course it must be 
ensured that Audit and Appropriation Reports come in e&1lier than they slid 

. this year). ' 
• 

ProceediDla of the Ilteenth meeting of the Public Accounts Committee 
held on 'WIdnplay, the 4th August 1928 at 3 p. m. 

PRESENT: 
The Hon'ble Sir BASIL BLACKETl', Ohairman.-
Mr. N. M. JOSHI, 1 
Maulvi SYED MURTUZA Saheb Bahadur, 
Rev. Dr. E. M. MACPHAIL, 
Dr. K. G. LOHOKARE, 
Sardar GULAD SINGH, Member •. 
Colonel J. D. CRAWFORD, J 
Dr. S. K. DATTA, 
Sardar V. N. MUTALIK. 
Sir FREDERIC GAUNTLETT, the Auditor General, ') . 

. ~were also present. 
Mr. M: K. MtrBA, Accountant General, RailwAys, J 
Mr. A. A. L. PARSONS, Financial Commissioner, } 

Railways, Witnesses. 
Mr. A. M. HAYMAN, Director of Finance, Railways, 
The-Appropriation Report of the Railways for 1924-25 was taken up in 

the afternoon. 
With reference to paragraph 112 (v) of the Audit Report, Mr. Parsons 

. explained that the question of the Castor Oil Plantation had now been finally 
C~Bed, the loss having been written oft. 

Page 17.-The Committee exa.mined the witnesses on the Statement 
on this page showing the ra.tio of total working expenses excluding suspense 
to gross earnings. 
p~ 74-It walt suggested that as the Legislature had accorded special 

sanotion to a provision of 150 crores for capital expenditure in 5 years a special 
report sbouldbe presented tQ the Assembly on such expenditure. After 
conaiderable dilcUBBion it was decided not to pursue this point. In the 

-
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eQ~se of the diseU8si~n it was brought out that a sum of SO crores a. year could 
not possibly be spent py the Railway Department and that in recent yea.rs 
steps had been taken to reduce the amount in the Budget. 

Paragm,plt 73.-The question of over-estimating on Capital Works was 
taken '!l' on this paragraph, but it was decided to consider it .in connectioJl 
with the general question. The Committee were informed tha~ump sum 
cuts were now applied to these estimatef$. • 

'The representatives replied to the other questions raised on this Report. 
They admitted the accuracy of the criticisms in paragraphs 15 to 23 of 'he 
Auditor General's l~tter on the Appropriation Report, but explain'ed that 
these de{ects were due to the transitional period aftf'.r the separation of the 
RaUway Budget .. Rteps had been taken to rectify these defects . . 
-ProceedinP 01 the sixteenth meetiDI of the Public Accounts Committee 

held on Thursday, the 6th Aucut 1998.t a p. lB • 

PRESENT: 

The Hon'ble Sir BASIl! BLAOKETT, Chairman. 
Mr. N. M. JOSHI. 
Maulvi Syed MURTUZA Saheb Bahadur, 
Rev. Dr. E. M. MACPHAIL, 
Dr.K.G.LoHOKARE, . 
Sardar GULAB SINGH, 
Dr. S. K. DATTA, 
Sardar V. N. MUTALIK, 
Sir FRli:DERIC GAUNTLETT, the Auditor General, 
Mr. E. BURDON, Secretary, Army Department, 
Mr. A. G. BARR, Director, Army Audit, . . 

• 

MemberB. 

1. The Report of the Committee appointed to examine the audit and 
Appropriation Reports on the Army accounts for 1924'::25 was discussed: 

2. Paragraphs 51 to 65 ()Il~ A. udiw, Gen.eral' 8 Cf)Veri'ff9 letter dakd Ik 4th 
J.une 1926.-The Committee concentrated on tbe question of the cost account-
ing system in the Army and desired to know what' action Government wae 
ta,king in the matter of abolishing it. 

The offieiaillote on the subject was read out ShOWlll,g the intentions of 
Government in the matter which have however still to be confirmed by the 
Secretary of State. It was pointf',d out to the Committee that the cost account-
ing system in the Army had been found to be too laborious and did not give 
results commensurate with the expenditure and trouhle involved except in the 
cases of manufacturing establishments and ordnanr.e It was supposed t.o give 
better control over expenditure, but experience showe3 that without decen-
u.lisation, to which the Army authorities could nGt agree, there was no chance 
of success for this system of accounting. The Committee noted this statement 
of the intentions of Government and asked th"t the next Committee .hould be 

• 
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i ven Q opportunity of examiiting the practical working of thesy8tern tob' 
introduced and expressing its opinion on the new methods and forms adopted . . 

- 3. Report on the Audit and Appropriation Reports all the Army accounts/or 
1924-26.-Paragraph 2.-The Committee emphasised the importance of local 
audit. •. 0., .. 

4. ParO{J1"aph 7.-The Committee noted the desirability of cordial relation-
lhip between the financial and audit officers on the one hand and the Military 
on the other. . 

5. Paragraph 8.-The Director, Army Audit, was asked to put in a short 
statement'" &8 to the general nature of these cases. 

6. Paragraph. 18.-"-The Committee endorsed the decision. ' • • 
7. Paragrapll 30.-The general question of reappropriation was WI-

oussed. • 
8 .• Paragraph 35.-Thl Committee re-affirmed the accoupting principle 

that money should not be drawn, least of all at the end of the year, before the 
date on which it was actually disbursed 

9. ParO{J1"aph 46.-The Committee desired th:t orders to this effect should 
be issued. " . 

10. Paragraph 47.-The Committee endorsed the recommendation made 
with regard to insurance. 

Proceedinp of the seventeenth meeting of the Public Accounts Oommittee 
held on Wednesday, the 11th August IOSG, at 4 p. m. 

PRESENT: 

The Hon 'ble Sir BA.SIL BLA.CKETT, Ohairman. 

Mr. N. M. Josm, } 
Rev. Dr. E. M. MACPHAIL, 'Members. 
Dr. K. G. LOHOKARE, 

Dr. S. K. DATTA, 0 J • 

Sir FREDERIO GAUNTLETT, the Auditor General, was also present. 

The CMlmittee . examined a draft of the Report and suggested several 
alteration and amplificatioml which should be brought up before the next 
meeting. • 

-,ippendiz XIV • 
• 
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Prooeedings of the eighteenth meeting of the Publio Account. Oommihee 
held on Monday, the 16th Auguat 1926, at 11 a. m. 

PRIllSENT : 

The Hon 'bIe Sir BASIL BLACKETT, Chairman. 
·Mr. N. M. Josw, 1 
Rev. Dr. E. M. 1Y!ACPRAU"1 Dr. K. G. LOIIOKABE, . Members. 
Dr. S. K. DATTA, 
Colonel J. D. CRAWFORD, 
Sir FREDERIc' GAUNTLE'fT, the Auditor General, was also present. 

• The CQmmittee considered the Report, revised according to the recom· 
mendations made in the last meeting, and passed it. 

t· 
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APPENDIX I. • 
'Finance Department Resolution Bo. D.-loB9-A., 'dated the lit lUB' 

1926. , 
No. D.-I089-A.-The Governor General in Council has perusa? with 

interest theJ.l,eport of the Public Accounts Committee Oll the accounts of the 
year 11)23-24 \nd wishes to. express his app.reciation of the Care and thorough-
ness with which the Oomm,ittee have accomplished their task and his sense of 
the value of their careful scrutiny of the financial admini:.tration of the country. 
The Report under consideration deals with several matt;era of high constitu-
tional importance, involving legal quel'ltions of great complexity, the deter-
mination of which will naturally require time. • 

2. As poin-ted' out by the Committee, though this was the third year 
after t~e introduction of the Reforms as a consequence of wBiclr part at the-
expenditure of the Government of India became subject to the vote oftha 
Assembly' and passed ftnd~r the scrutiny of a Committee of the Assembly. 
it was the first year in which some of the result" of such a scrutiny could be 
observed. The Governor General ill Council shares the hope of the Committee 
that the appropriation accounts of the next and future years will show the 
marked improvement in the accounts that may· be expected from the deci-
sions taken on earlier reports of the 9ommittee . 

. 3. The Governor General in Council ha8 carefully considered ·the recom-
mendations made and the opinions (lJ(pressedby the Committee in the report 
and in the minutes of their meetings, and the decisions reached on important 
points are detailed in the following paragraphs :-

4. Paragraphll 3-8 oj the Report.-The Governor General in Council 
regrets the wide divergence between the actual expenditure of the year and 
the. estimates; but as the Committee have themselves recognised, the oircum-
stances of the year were peculiar in view of the fact that the Report of the 
lnchcape Committee was not available early enQugh to be utilised in the pre- . 
paratjon of the detailed estimates. As pointed out I by the Committee, the 
most sorious divergence was under Railways, where there was a saving of 2 
crores under Revenue expenditure and 18 crores under Capital expenditure. 
As regards the latter, it is necessary to point out that the method adopted 
for fixing the amount of the Capital expenditure in the year was based upon 
the Resolution passed by the Legislature setting aside a sum of 30 crores per 
annum for 5 years, aU lapses in anyone year being added to the ngure for the 
subsequent year. ObviouRly this meant that the estimates were not based 

·on the capacity of the Railways to spend but were determined in advance 
for a Ijeriod of 5 years a.t a fixed sum. The result was that this cany-foTWlI.rd 
rc~~ched enormous dimensionH and nS11m of no less than Rs. 38,63,95,000 
was accordingly provided in thE; budget (or 1923-24 as the Capital grant for 
the year, Ind, not lUlnaturally, the Rpending c8.pncity of Ra.ilways being what 
it was, nearly half of this sum was left unspent. Under the procedure DOW 
in force the Agents of the 'individual RailwaYBprepare their estimates of whai 
they are likely to spend on individual prograonmes dUTing the financial year. 

lU2 Fin.. . 
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. These estimates have in pra.ctiee been found to be far too optimistic j an~ the 
Financial Commissioder mak~8 his own estimate based upon the expenence 
of previo~8 years. Any reduction which he considers to be necessary is made, 
not in the estimates submitted by the Agent, but in the shape of a lump sum 
reductjpn of the total grant. For example, in the budget for the year 1926-27 
the tota.l programme for new construction and open line WOfl(.!!· in the y~r 
was estimated by the railway administrations at over 34! crores.' The Fina.nClal 
Commissioner in the light of past experien<.'.e, helll that the total amount re-
quired would not exceed 22 crores, exclusive of the 4 crores necessary for the 
purchase price of the Delhi-UmbaUa-Kalka Railway, and accordingly reduced 
the total provision to this figure, while still leaving to each Railway Admi-
ni&tration the power to spend up to the full amount set forth in its programme. 
This method was first tried in framing the estimates for the year 1925-26 and 

• pro'Jed sue~esifu1. The total requirement/) of the administra.tions amounted 
to 33croret!, but the grant which the Assembly was asked to vote was 23 c'rores. 
It is now anticipated that 19! crores only wiII lin.'e been spent (~n capital 
works during the year, though the true expouditure will be about 2 erores 
tnore, us the total capitallol'ked up in storei' will be redu~(\d by that ,'extent. 
It will be seen therefore t.hat the lapses have been reduced within reasoQable 
limits when compared with. the estimate. 

5. PlIJ"agraph 10, ibid.-The Governor General in Coun( il agr('e8 with 
the Committee in the view that those amount!! on1y by which the actual ex-
penditure exceeds the total grant, including supplementary grants, sanctioned 
by the Assembly should be placed before the Assembly for sanction. Where 
the total expenditure has not exceeded the total, grants sanctionf'il by the 
Assembly, though it hat! exceeded some smaller amount \fhich 'was pla(led 
at the disposal of the actual disbursing authorities by the authority responsible 
for the grant, the sanction of the Executive Government whieh has issued 
orders restricting the expenditure is alone required. The new form d 
Approprintion Accounts will show clf'.arly the 'actual expenditure on each sub-
head of a grant, together with the provision therefor as accepted by the sanc-
tioning authority, which is the Legislative Assembly in the case of' voted 
grants. 

6. As regards the actual excesses over voted grant!! in the year 1923-24, 
it should be explained that after the Report of the Committee was presented 
to the Assembly, it was brought to the notice of the Government of India that 
there was no real excess over the voted grant under the head" Adjustments 
with Provincial Governments"; the excess shown in paragraph 11 of thei.! 
Report being due to the fact that certain non-votable expenditure was debited 
against the voted grant. The Auditor General ha.'! since expressed his opinion 
1ihat, as assignments to Provincial GovernnUlnts on account of income-tax 
are governed by Devolution Rule 15, they should be considered as non· votable. 
;Excluding these payments, there h$ boon no excess over the grant {.lIder 
th:s head and, following the opinion expressed by the C',ommittee in paragraph 
13 of the report, this item was omitted from the statement of excess grants 
8ubmitt~d to the A88embly a.nd sanctiOtled by them on the 15th of Febru-
ary'; . 

• 



7. The Governor General in Counoilagreee with. the Committee tbit 
under a well regulated system of control over expenditure, an excess vote is, 
in essence, a thing which ought not to occur, for it represents & failure on the 
part of the Executive Government to obllerve the limits set by the Legislature in 
voting grants for expenditure. He recognises, with the Committee, that jlXpendi-
diture eont~ cannot· be pe~'OOt in prese~t circumstances, .owing partly to the 

. present pr~elture of accountlDg. He desl1'el, however, to m1preIB on all autho-
rities that it is a part of their duty to try to ensure that exeess grants Mould 
not become necessary. He notices that among the specific iDStances dilloussed 
by the Committee in their Report the excess und.er 'Refunds' is the only 
excess which shoWl a defect of system. The remarks of the Committee with 
regard to this item have been brought specifically to the notice of the Account-
tant General, Railways, and he has been directed to take steps to make in 
his budget, the best possible estimate of the amount likely 1;01 be. required in-
the course of the succeeding year and to bring to notice in good time any 
expenditure (rhich is ikely to necessitate a Supplementary Grant. The 
sum of 2·, lakhs has accordmgly been provided for this purpose in the budget 
for 1926-27. 

8. Paragraph 12, tUm 4, ibid.-The Governor General in Council has now 
adopted the view that mere provision in the Revis;d Estimates is not sufficient 
to prevent an exces.~. A specific application for a grant must be made by the 
proper authority. The necessary instructions will be issued all early as 
possible. 

9. P(~ragraph 16, ibid.-The Governor GeneTaJ in Counoil full,v /'l.v,rees 
with the view of the Committee that grants voted by the Assembly can be 
increaseu by the ASilembly alone. He regrets the misunderstanding that 
arose in connection with this in the year 1923-24 I,nd hopes tha.t, similar mis-
understandings will not recur; but, as suggest.ed by the Public Accounts 
Committee, ht) takes this opportunity of emphasising the point. 

10. ParagrapJ1.817-19and 21~26, ibid.-·The Goverllo:c General in Council 
accepts the opinion of the Committee 8.S regardS the necessity of providing 
a.dequate machinery to watch the progress of expenditure against grants, 80 
tha.t B~pS may be taken in time to provide additional fundtl where necessary. 
This is a very important matter and has been brought to notice in successive 
reports of the Public Accounts Committee, Tlle Government have ha.d under 
considera.tion various methods by which the control of expenditure can be 
made effective. With Finance Department letter to the Auditor General 
No. D.-tn42-Ex. of 20th July 1925, was enclosed a list of a;nthorities held 

. lllBponsible for the control over expenditure in each Demand for a Grant. 
against the budget provision for. 1925-26. The Governor General in Council 
considers that this procedure can be utilised with ndva.ntage in order to ensure 
that funds are obtained from the proper authority, either the Legislative 
.Assembly or the Executive Government, as the ca.se may be, before expenditure 
is incurred.. The aufhoxities who arc responsible for control over expendi-
ture will in future he requlred to bring to the notice of the Department on 
whoserequc$t a grant has been voted 'by the Assembly or, in th~ case of non-
voted ,expenditure, sanctioned by the ·Governor ~era in Council, any 
pticipated exCes8 or savings in the actual expenditure 88 compared with tlle 

• 
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-grants placed at their disposal., These sta.temeats, w~Loh should be prepared 
separately for voted tind non-voted expenditure, should be submitted to the 
Departments before the end of December, checked &8 far as possib:e with he 
aooounting officer's figures., On reoeipt of these sta.tements the Administra-
tive D~mellt concerned will, wherever it is empowered to do 80, tJ;anafer 
8&vingsto meet excesses within the grant, and, when re-appro.,priations are 
beyond its powers, a.~d ,the consent of the Fi~/lce DepartmeIri" it necessary,-
take steps to obtain such consent. It will forward to the Finance Department 
before the middle of January a stawment comparing the total anticipated 
,expenditure with the orig nal grant 80 that steps may be taken, where excesses 
~re a.nticipated, to· obtain a supplementary grant from the Assembly in the 
ClUIeof voted expenditure or to make the neoessary arrangements for sanc-
tioning a gra.nt in the case of non-voted expenditure. Where, on the other 

• hand, impqrtaa,t savings, in a grant are for~n, the Finance Department will 
ordinarily issue instruotions withdrawing part of the original grant. It is 
recognised that it may be difficult to enforce full resl¥'nsibility tn the matter 
at present owing to the difficulties oa.used by accounts adjustments which I:Iol'e 
sometimes made I,fter the close of the year. The officer controHiIlJ the grant 
will, however, be expected to take into account all sucb a.djustments as can 
reasonably be foreseen, in'd}onsultation with his Accounting Officer wherever 
necessary, and to make every effort to see that the revised forecast of eXl)eD-
dhure ag,inst the grant is as reasonably a.ccurate as he Cl\n make it. It is 
important in this connection to note that it is 8.0; necessary to report proba.ble 
savings 6S excesses in expenditure, in order that the total resources at the 
disposal of the Government may be used to the best advantage. 

11. Paragraph 20, ibid.-The suggestion that new and important items 
of expenditure not, contemplated when the original ~stimate!l were framed 
of which the cost can be met within the grant from savings elsewhere, should 
be brought to t.he noti('.e of the Legislative Asl!ICmbly by mea.ns of a token 
vote, is under the considera.tion of t.he Governor General in Council. • 

12. Tht" Gov~rnor General in Council has also had under consideration 
the question of expp,nditure unrler the varions sub-heads within a grant. 
Certain powp,rs of re-appropriation within a grant are at VTe8ent p088essed 
by various authorities unrler mies framed by thell'inance Department, and 
in theory the spending a.uthoritiE's are expected to transfer savings from sub-
heA.ds wherp. such occur to meet exccss expenditure under other 8ub~heads in 
the same gra.nt, obtaining the concurrence of the Finance Department to 
Buch re-approprifl.tioDs where necesFlary. These re-appropriations cannot, 
however, be fonnally made after the close of the year iIi which the e""penditur~ 
()(lours. In such a case the question arises whp.ther it is not desirable to p~s­
cribe some action in order to ensure that the circumstances in whic-b e:o:cel'lses 
uncleI' sub-heads occurred, and were not met by re-approT,riation from other 
Bub,heaos, should be reviewed by higher authority. Th('~ewm, of conrllc,·be 
brought to notice in the Appropriation Report and w~n be 8Ctiltini!!cd by the 
public Accounts Committee ~ but the Governor Genera.\ ill'r...oulicil considers 
it cles~rable, that, before the Flcrutiny by the liPublic Accounts Committee 
~here should be a. preliminary examination by the Department responsible 
~or the grant. He has accordingly decided that i.il' all cases, whether the ex-

• 
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Jlenditure ii \toted or non-voted, the Department responsible for the gr~n\ 
ahould take steps to scrutinise such excos.,es t.o find odt 'fI'hether these were 
tvoidable or not and whether funds could not have been Te-appropriated before 
the dose of the year, and to give instructioll!to the authority actually ad minis-
sering the gra.nt as to any cha.nge of procedure whieh ma.ybe nece~aryto 
peoure prop,,- control over the expenditure. Though technically re-appro-
.w.riation is impbssible after the close of ~he year, all excesl\e8 should thus be for-

ally reported for sanction, and if the grant as a whole is not· exceeded and if 
rc~appropriations could have been made before the expiry of the year by the 
Department, the excesuhouldformally be sanctioned by the Department. . I 
re-appropriations could not have been made without the sanction of the Finance 
Department, such excessf.>,s should receive' the 88.nction of that Department. 
In caStl8 where the gra.nt as a whole has heen exceeded, an additional grant 
should be asked for from the Finance Department in the caae of non-voted. 
expenditure or obtained from the Assembly in t.he case ~f voted expenditure 

13. Parag·raph'1 27""29, ibid.-Steps have already been taken by the 
Audito," General to reduce ~iscla.ssifications to n. minimum. 

14. Paragraph 28, ibid.-The question of the establishment of a. separate 
Accounts Office at Peshawar for the North-West frontier Province is engag-
ing th.e consideration of Government. A. rough estimate of the cost of the Pay 
and Accounts Office has bcen worked out and the Chief Commissioner's estimate 
of the cost of providing buildings, etc., is awaited. It is hoped thaf a decision 
will not be long delayed. 

15. Paragraph.! t10·.--.1.3, il.id.-The Governor General in Council has under 
consideration the view of the Committee that in all cases where the expendi-
ture debitable to any grant exceeds the amount granted by the Assembly even 
though such exceSll may be covered by the allotment of funds from the reserve, 
steps should be t.aken to obtain 0. grant from the Assembly to Clover the excess. 
Attempt.s ha.ve been made to formulate a. scheme by which something of the 
nature of. a Civil Contingencies Fund could b(l started in India. There are, 
however, certain legal objections toO the creation of such a fund, and it is feared 
that t'ke difficulty cannot be effectively met save by an amendment of the 
Government of India. Act specifically permitting the institution of something 
analogous to the English procedure. Efforts are being made to arrh'e at &. 
solution of this difficulty, but the Governor General in Council is unable at 
present to come to a final decision on this matter. It is hoped that it will be 
pOllBible to place before the .Public Accounts Committee next year a scheme 
for full consideration and r aport. 
• 16: Paragraph 34, ihid.-The Governor Genera.l in Council desires to 

associate himself ~ith the Committee in expressing his appreciation of. the 
tboroughness with which the problem of making the Appropriat.ion Accounts 
more illuminat.ing has heen treated in the report of the Auditor General on that 
question. The nroposals made tht~rein hay!' been accepted in principle. • r • 
Such of them as dp,ai with the form of the dema.nds fOJ~ grantA have already 
been given effect in the dema.nds placed before the Assembly this year. The 
one qnestion which can ·be considered asa.t aU controversial ill that of empower-
ing the Auditor to bring to notice in his report. surh mattfltS aaare stilllmder 
the consideration of Govepment. This may perhaps be considered open to 
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Clbjeotiori aswint.erference -by audit with the freedom of action ?f th~ Exe-
cutive. The Governdr-General in Council does not desire that the dlSCretlon of 
the Auditor Gent~ral or the principal Auditor in bl'inging ilT:egularit~es to notice 
should be fettered in any way, and he has no doubt, that the Auditor General 
will ta~e8pecialcare to satisfy himself that it is really desiral'le in the publio 
interests to refer to any matter which is still BUb j,uiice. It. ~tb4)refore not 
considered desirable to lay down an absolute rule, forbidding the mention 
.of rbatters which have been reported to Government and which arc8ti.ll under 
theircoIUlideration i but the Govemor General in Council considers .that in 
most, if not all, oases the practical advantage will usually be found to lie on 
the aside of not mentioning them prematurely. The Auditor will doubtless 
pr~fer ordinarily to bring ca~es of irregularity before the Public Accounts 
Committoo not ex parte but after the Administration has been given an oPI)or-

• tunity of eJplaining the alleged impropriety. 
17. ParagraphS .15-36, ibid.--The question whether grants sanctioned 

by the J.If!gislaturfl should be for gross or for net ex~enditure, in cases where 
recoveries occur which might be taken in reductitn of expendituro, b~ now 
been settled and orders will issue shortly. • 

18. Paragnrpk 37, ibidc-TheGovemor' ~en(\ral in Council agrees wit.h t.he 
view that it is desirable to a.dhere ordinarilr to the general rule.s t.hat particular 
receipts slIould not be diverted t-o meet FI,rticlllar expenditure. 

19. Paragraph. -18, ibid.--The Goverl . .Ir General in Council is of opinion 
that the Public Accounts Committ.ec i, lompetent t.o dea.l with recf\ipt~ in 
so far 0.8 matu!TS relating t.o sitch rp.ceipts arl'. mentioned in t.he Appropriat.ion 
Report. A small portion only of the receipts of the vari9us Governments in 
India. oomes up, for audit by the Auditor General, but wherever irregularities 
come to notice in the course of the Auditor GeneraPs audit of such receipts 
and are included in the reports pres~nted to the Committee by the Auditor 
GeneraJ, there is nothing to prevent the Committee from dealihg with such 
matters. The Auditor Geveral has accepted this view. 

20. Paragraph 39, ibid.-It has always been the practice, except in Bombay, 
for income-tax to .be paid direct into a GoveI'Dment Treasury, or into the Im-
perial Bank where the management of the Treasury is in the hands of the 
latter. _ The practice iu Bombay used to be for the aBSeBSee to llay income-tax 
to the Income Tax Department and for the latter to credit it into the Imperial 
Bank later. Thia practice has since been dillCOntinued and no payments are 
now received by the Income-tax Department even in Bombay. 

21. The othe.r suggestion that fees in respect of minor services rendered 
by Government should be collected by me8Jl8 of stamps is tmder.conaideration. 
Each Department has been inRtructed to examine the question in conpection 
with the receipts in respect of services for whioh it is responsible. The decision 
of the Government will be a.nnounced later. 

t. 

22. Paragraphs 40-41, ibid.-The Governor GtDeral in Council recognises 
the extreme importance of taking the n~ steps to maintain an adequate 
check over Customs receipts. The question is at present being diseU88eci; 
With the Auditor General. 

• 
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23. P04'agf'Gph 42, ibid.-rhe Governor General in Council trusts that the 
number of frauds, embezzlements and other serious financial irregularities 
will be reduced in futU1'e years, in view of the action now being taken in fluoh 
oases against those found guilty either of fraud or of in efficient supervision. 
He ooncurs with the Committee as regards the necessity of keeping a o~&tch­
ful eye on the facts of frauds and embezzlements which come to light, and also 
to see wheth~there is any defect in system that needs remedying. 

24. Paragraph 4:1, illid.-The suggestion of the Committee with regard 
to disciplinary action in the case of officers after retirement is one of great 
importance and requires careful consideration. The orders of the Governor 
General in Council will be issued separately in due course. . 

25. Paragraph$ 45-46, il:id.--Tbe Governor Genel'al in Cpuncil accepts • 
the recommendations made in these paragraphs and proposes to isSue suitable 
instructions to all authorities responsible for the initial preparation of budget 

• • estimates. • 

26. Paragra»h 48, ibid.-The Officer concerned has since retired from 
service, consequently it is not proposed to communicat.e to him t.he Public 
Accounts Committee's remarks, with which the dovernor General in Council 
is in entire agreement. 

27. Paragraph 49, ibid.-The GoveJ.'nor General in Council agrees with • 
the Committee's suggestion and will take SUlp8 to give effect to the proposal. 

28. Paragraph861-D2, ibid.-The Auditor General is requested to issue 
instructions, as desired by the Conunittee, that details of sums aJlotteq. for 
the Public Works Department ,out of the reserve at their disposal should be 
given in the Appropriation Accotmt in future. The Governor General in 
Council allO acce~s the suggestion that allotments from the reserve should 
not be made except to cover lapses in grants in prevj.oU8 years and that no allot-
meAt ilhould be made 011. acoOUllt of e8tablishment. Th~question of imprQv-
ing th~ procedure for preventing ~hnical excesses over grants caused by 
tbe impossibility of estimating the percentage for establishment and tools ~ 
plant to be added to the cost of works expenditure is being investigated. 

29. Paragraph 64, ibid.-The Governor General in Council has considered 
the suggestion of the Committee that a way out of the difficulty of estimating 
refunds would be to make the refunds in question statutory, but has found 

. that it is impossible to do so. He takes the opportunity to bring to the notice 
of all officers concemed that there should be an appropriation for all refunds 
whether voted or non-voted. A grant should be obtained from the Assembly 
()r from the Executive Gcvernment in the case of non-st,atutory and statutory 
refunds respectively. n order to make the position more clear, it has been 
decided frOill 1925-2!l onwards to bring together all refunds under one grant 
instead of having them scattered through the difierent Demands including 
the Area Demands as hith- rto .. The only exceptions to tbis~ruJe will "be reo 
funds under Railways and Posts and Telegraphs which will be shown witb 
their respective pants. 

M 64 Fin. • 
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30. Parag1·oph 55, ibid.-The Govemor GeDt'Jal;n Council agrees with 
the suggestion of the' Committee that such major works only as have beeu 
specifically approved on detailed estimates should be included in the budget for 
Capital expenditure, while there IIhould he a f!(!parat~ provision for minor 
works;.and reserves for lapEes and for unforeseen expenditure. The budget 
fOI'1926-27, it maybe noticed, is based 011 a mOTe careful estimate of plobahle 
req)lirernents fot expenditure during tht~ year. The tota.l 6lm~nt of Capital 
expcnditmc pIOper, exch:ding stOles and ot.her suspense transactiolls, is 
881akhs and closely follows th6 revised estimate for the previous year which 

. is 98 lakhs as against a budget estimate of nearly 148 lakhs.· 
31. ParU1Jraph8 66-li8 and 60-61, ibid.-The renuuks of the COlnmittee are undel' the consideration of the GovcrnmE'-D.t of India in consultation with 

• the Posts and Telegraphs Department authorities. . . 
82. ParU1Jrapl' 62, ibid.-The Railway Boaxd have decided to employ on 

the Other State Railways, the services of the same o'cer who gave assistance 
to the Agent of the Great Indian Peninsula Raih¥ay In effecting reductions ill. 
staff and in overhauling the establishment of that Railway. 

• 38. Paragraph 64, iLid.-The question of the re·valua1lion of .stores is 
still under consideration by the ·Standing Finance Committee for Railways. 
It is hoped that the matter will be settled in consultation with the Auditor 
General at an early date. 

.. 84:. There are a few matters of minor importance on which the Committee 
has expressed an opinion which have not been specifically dealt with in the 
above pa.ragraphs. The Governor General in Council does not feel it 
incumbent upon himself to take action in matters not.meptioned in the main 
report and therefore suggests to the Committee the desirability of referring 
briefty in the main report to matters, which though sub.sidiary in themselves, 
are yet of interest to the Committee. The Governor General in Council ia 
in general agreement with the views expressed by the Committee and desires 
that the suggestions should he examined in detail by the Departments concerned 
and the necessary action taken. A statement giving in detail the action taken 
on each point will be placed before the Publlc Accounts Committee ag in the 
previous year. 
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&atem'em sk6Wi'tltg the acti()'ll tahln or proposed to be tahln ~;! the poi'Rttf noti~tl 

by tlae Public AOOO?tnt8 Oommittee in thtM Report on the tJOOOunt8 of 
1923-24. 

No. 

1 

2 

3 

ReoommendatiOl18 or obRer· 
n.tions made by the 

Pulliio Aooounta Committee. 

That. in view of the wide diver· 
gence between the actua.l ex· 
penditure of a year and the 
estimates, steps should be 
taken to effeot improvements 
in tho Inethod 'of estimating 
of expenditure specially in 
the 0&86 of Railways. 

That the amounts fy whioh the 
actual expondit1ll'8 'xoeedB 
the total grant, inoluding sup. 
plementary grants sanctioned 
by the Assembly, should be 
placed before the Auembly 
for sanction. 

That mere provision in the 
reYiaed I!IJtimatell is not suffi· 
cient to prevent an eltOtlll8 and 
that speoifioapplication from 
proper authority for a grant 
is nece&BaI'Y. 

4 That with a well regulated sys· 
tem of control over expen. 
diture, there ought not to be 
any eXCI!IJSeB at all. 

D • That grants voted by the 
.Aaaembly can be added to 
only by the ABBembly and 
that any transftlJ'll to.a grant 
from another grant or from 
a non.voted head are invalid 
unleaa voted by the AAIIOmbly. 

6 Nooll88ity of providing adequato 
machinery to watch the pro· 
grellB of eX'pl'nditnre against 
grants, 80 thRt steps may be 
tAken to provide additional 
funds where nllcASsary. 

• 
• 

Jl1l2FmD • 

Referenoe 
to 

Report. 

P&raII. 3-8. 
(Vol. I, pages 
1.3.) 

Para. 10. 
(Ibid. pageS 
3.4.) 

Para. It, 
item .. (Ibid, 
page 6.) 

Para. 14. 
(Ibid, pages 
6-7.) 

Para. 16. 
. (Ibid, page 
7.) 

Paras. 17·19, 
21 . .26 and 44:. 
(Ibid, p&gea 
7·12 and 2().) 

Action taken or proJ>O$ed· 
to be 

taken on points notioed. 

Steps have been taken by ti!e 
Finanoial Commissioner, 
Railways, to dt'lvVIe .. new 
procedure by whioh R.il-
ways will b& able to IIpclld 
up to their grants and thus 
keep laJl8tlll within rea&on-. 
able limits of 'thl! estimate. 

The newly constituted Appro-
priation Accounts will 
shew clearly the actual ex· 
penditure under a grant and 
the allotment B&Jlctioned by 
the AlllHlmbly. 

Steps are being' taken for 
. the isaue of rieoeaaary ina-
truotione. 

Attention of all authorities-
concerned have been drawn 
to this principle in para. 7 
of the Government of'India 
Resolution No. D •• IOB9-A., 
dated 1st JWle 1926. 

The principle baa again. been 
empha&iaed in para. 9 of 
the Resolution quoted 
above. 

j4'inallcc Depa.rtment let,t£'r 
No. D .• 6142.Ex., dated 20th 
July 1921i, prescribes a. liSt 
of. a.uthorities relll'oll'ublo 
for control of expendituM in 
each demand for grant. 
The method by which IIltoh 
control can be cfirotiveJv 
exercu.ed is desoribed .j;" 
para. 10 of the aame Reso-
lution. 
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No. 

7 

.8 

• • 
.' 

BecolDinendatio98 or 0 •• 
vatiODS m~e by tb.e 

Public Accounts Committee. 

S'uggeation tha.t new &lid impor. 
tant items 01 expenditure not 
oontemplated when the ori· 
ginal eatimatee Wen! framed, 
Qf which the OOIIt call be met 
from 8&vinga within the grant, 
should be brought to the 
notice of the Aa&embly by 
means of a token vot,o. 

That stelP be taken to reduce 
mi'aOlassiJioation of expendi. 
ture to a minimum. 

9 ThAt a separate Accounts Office 
at Peehawar for the N.-W. F. 
PrOVbltle be establiahed . 

10 

11 

• 
That in all caaes where the ox· 

pe!lditurtl exoocds the amount 
·granted' by' the Allsembly, 
thoUgh the 8l1:OfJII8 'is ooveted 
by altotmeut of fundi! from 
the reserve, steps sh()uld be 
taken {;o obtair. a grant from 
the Assembly to oo~er the 
eXIl6118. 

Tilat the euggastion IIlade~, 
the Auditor Genera!'. Report 
of Enquiry iato the Jl98llibili. 
ty of improriDs the Indian 
Appzopria.t.ion IIeporta ehoUIcl 
be applied aJao to the Appro· 
priation Repona 01 the AI'IIQY. 
Railway and Posta &lid Tele· 
gro.phN DepartDlllllte. 

That it will be poaeible to give 
effect to the pl'O~ made 
in the Auditor G.,ncral'a 
Report of Enquiry.at a.n early 
date. 

Refenmoe 
to 

Report. 

Aotion taktlll o,r prop_ 
wbe 

tak .. ..n on pointa noticed. 

Para. 20.· the matter .ia gnder contidera· 
(Ibid, page tion aud oJJftra will iaaue 
9.) in due COUl'lle. 

Paras. 27 -29 • 
(Ibid, page 
12.) 

~ 

Noc088ary instructions to 
Accounts Oftlcen have been 
iaaued by the Auditor Gen· 
fla.1. 

Para. 28. Chief Commillllioner's estiruate 
(Ibid. page of COlt of providing build. 
12.) ing&, etc., ill bei~ awaited. 

Paras. 30-33. 
(Ibid. pages 
13-15.) 

Para. 34.. 
(Ibid, page 
16.) 

Para. :u. 
(Ibid, JIII'8 
16.) 

It WIl8 proposed to formulnte 
a schcme of the nature of the 
OivU Contingenoiea Fund in 
England but owing to legal 
and technical difticultillB the 
Governm(ll1t (If India could 
not a.rrive a~ a aatiRfactory 
solution of the question 
whioh. is therofore still under 
oonaideration. 

The qU88t.iOn of ll,IliJlgiug these 
Appropri,at.ion Reports into 
line with tho A. Q. C. &.'s is 
under consideration. 

Subject to the modifioatioa 
that CUM of i~ty 
Bhould not be brought '\KIfore 
the P. A. Committeee:ll fJtItW 
but aftar the authorities' 
concerned have been given 
an opportunity of explaining 
them, the JU.'oposals have 
boon &Oeepted in principle. 
The '.~. G. C .• R.'8 newly 
conaiituted Audit and Ap· 

• propriation Accounts have 
been drawn up on the lines 
recommended . 

• 



No. 

. ' 
't ,.. . -t ) •. ". .- r. r'·· y' ')1 

Ret:omme!ldationa or obeer· 
vationa made by the 

Public Account. c»rnmittee. 

Refetenoo 
to 

Report. 

, . 
'. 

Aotlon tHen·or prbpoaed 
toile 

taken on point. notioed. 

-----I--------------------------II------------·~--------------~·~·----~ 
13 Questiolwhethe; gra.nts sanotion. 

ed by the Legislature should 
be for groas or net expenditure 
in oa.aea where reooveri611 ooour 
which may be I;a.ken inreduo-
tion of expenditure. 

15 

16 

17 

-18 

19 

That it ie desirable to adhere 
ordinarily i.o the general rule 
that receipts should not be 
utiliHed to mMt e:llflenditure . 

• 
That the qllOl.ltions of (a) the 

OOnll>etenoe of the P. A. Oom-
mittee to deal with nlCoiptll 
and (b) the treatment of losses 
of revenue duo to fra.ud, defo.l-
caHon. 4!!tc .• 1l.II a form of ex-
penditure be ooneidered care-
fully by the Govt. of India_ 

Thl~t all receipts on &ocotlnt of 
Govt. dues like income-ta.x 
should be paid direot into the 
Imperial Bank. 

'fho.t, in order to avoid the risk 
of defalcatio,ns, f(~ in respect 
of minor services rendered by 
Government. e.g., paRBport 
fees. which are transmitted 
direct by the oollectlng officer 
to the treaeury, ehould be 
collected by means of lltampe. 

Introduction of a system of 
internal chock on CustoJIUI 
receipt8, which will en8ure an 
efficient 8crutiny of the collec-
tion of 8uch dues. 

Necesatty of ~g a watoh on 
the facta of MUm &ad em-
bezzlements. whiQh come to 
light, in order to _ whether 
there ill an)' deftlct in 8~~tom. 

• , ..... I". J" •••• 

LOOFinP 

Paras. 35-36. 
(Ibid, pages 
16-17.) 

Para. 37. 
(Ibid, page 
17.) 

Para. 38. 
(Ibid, pages 
17·18.) 

Para. 89. 
(Ibid, page 
18.) 

Para. 
(Ibid, 
18.) 

39. 
page 

Paras. 4,(1·41. 
(Ibitl, pages 
18-19.) 

Para. ~. 
(Ibid, pagee 
19.20.) 

The main issue has been settled 
in a OonM-enoe. As, how. 
ever, this is a question of 
aooounting, the Auditor 
General proposes to oon· 
.ult LooaJ Governments 
before isaue of final ordel'8l 

The particult" ineta.noe of • 
irregularity which gave risft 
to thia has been Rot right by 
the issue of revised onlers. 

As regard8 (a) the viewlI of the 
GoTt. of India, whioh is 

• a.llCepted by tho Auditor· 
General, will be found in 
para.. 19 of RElS<!lution No. 
D .• 1S9-A., dated Jet June 
1926. (b) is still under 
oonsideratioll. 

Under existing &lTangement 
income-tax is paid direct 
into a Govt. treatll1ry or into 
the Imperial Bank where 

. the management of the trea-
sury is in the hands of the 
latter. 

Views of the Departlnentl 
concerned on the feasibility 
of the proposal have been 
invited and the Government 
of India 110pe to arrive at a 
deoie.iOD fIOOI1. 

The qntllltion is at present 
under diso_on with the 
Auditor General. 

InstmotiOlll! had already been 
ilsued to thie efieot; they 
have been " reiterated in 
pa.ra. 23 1)f· thl1 abov!' Rt.so-
Itltion . 



• 

.No. 

.. 

Beoom.meudatiolU or obaer. 
~iioua made by the 

P!lblio AO(J()unte Committee • 

20 That the fact that an offioor baa 
retired between the date of 
cOmmitting .an irreguJarity 
and the datI.'! of the diBcovery 
is not by itself a Bufficient 
justification for not taking 
any disciplinary action at all 
in the matter • 

21 

. . 
That provision of lump BUID8 in 

the IlIItimatea is a thing un· 
detlirable in itself and should 
be l'tlBOrted to only in really 
exceptional circwnstancee. 

• 

22 That 110 pl;'Ovision should he 
made in fut~ in the budgets 
for any appointments which 
it has heen decided to keep in 
abeyance. 

23 That the Government of India 
will eltpreu their disapproval 
of the irregularity committed 
by an officer in reapeot of the 
purchase of a moto.J' oar-
referred to in paragraph 3 (lrii) 
of the A. G. C. R. '8 Audit 
Repqrt for 1923·24. 

2' That rules should be framed 
providing that UDusual con· 
ditions in n&w oont~ or 
mawrial variatioll8 in oon· 
traots already made, should 
not be aooepted without the 
OODHDt of the Finanoe De-
partment. 

2lS That details of 8ums allotted for 
the P. W.Department out of 
the l'8I8J'Ve at their diapoMI 
sbould be ~ven in the Appro. 
priatiol. &port. 

Bef~ 
to 

Report. 

P~ 43. 
(Ibid, page 
20.) 

Para. 4.5. 
(Ibid., pagel 
20.21.) 

Para. 46. 
(Ibid, page 
21.) 

AotioD takeD OJ' propoeed 
to be 

taken on poiDta noticed. 

The question is under con· 
sideration. 

The Government of India 
propoee to issue suitable 
instructions to all autho. 
ritiea responsible for the 
initl&l preparaiion of 
budget eatimat& 

Same remarks as against item 
21. 

Para. 
(Ibid, 
22.) 

48. The o1Jioer having retired froJa 
page service, it is not proposed 

to take the action suggested. 

Para. •• 
(Ibid, pip 
22.) 

Para. 
(lbitl 
Ja.) 

51. 
page 

Steps are beJDg taken to give 
eht to the PfOpo881. 

The Auditor General has been 
reqUIted to Mue ~y 
instraotlons. 



8'1": 

-----'----------------------~----~----~------~~----~--~. 
NOI. 

26 

27 

R'ecomml!illdatiOllll orobler-
vatione made by the 

Public AooountsCommittee. 

'" Tha.t a.llotments from the re-
""I've should ·not be made ex-
cept to cover iapBe& in grants 
in the previous year IIoDd for 
unforeseen works and that no 
allotment should be made on 
account of establishments, 
etc. 

• • 
Qulllltion of improving the pro-

cc(iul't!I for perventing tech-
nical cxcell8ll8 over grants 
caused by the difficulty of 
estimating the percentage 
for establiahment and tools 
a.nd pla.nt in the case of worb 
expenditure. 

28 That the eIItimates in connec-
tion with the grant for reo 
funds should be more care-
fully prepared. 

29 That, lIuch major works only as 
have been specificaUy ap-
proved on detailed estimates 
should be included in the 
budget for capital expendi-
ture and that the present 
system of control over expen-
diture should be improved. 

30 That the neceasity for every 
follo~ to eecure important 
economies in tIle working ex-pen.,. of the P. .-nd T. 
Departm"..nt will continue to 
be bome ill mind. 

Reference 
to 

Report. 

Para. 51. 
(Ibid, page 
23.) 

Para. 52. 
(Ibid,' page 
23.) 

Para. 54. 
(Ibid, page 
23.) 

Para. .'lIS. 
(11M, pagee 
23·24.) 

Pt.t'a .j .. 
(Ibid, p&88 
M. 

Act1on".t&kel\ or proposed to 
to be 

taken on points noticed. 

As rega.rda regrant Qf iaps8s in· 
stnlctions were ie8ued in De. 
part Inent of I. a.nd L. (P. W. 
Branch) letter No. A.C. W.-
27, datod 218t Febmary 
1925. The' further sug~· 
t,ion of the C.ommittee has 
been aooep~ed by the Gov- • 
ernment of India and em· 
phasised in paragraph 28 of 
the Rll8Olution quoted above . 

The question is under investi-
gation. 

A procedure is laid down in 
paragraph 29 of thl' above 
Resolution and brought to 
the notice of all officel'l! 
concerned. 

The suggestion will be acted 
oil in future but it will 
occi.sionaUy be neoeuary 
to provide for reaUy urgent 
works the need for which 
could not be foreseen. As 
regards control of expendi-
ture, the matter is engaging 
the careful attention of the 
D. G. a.nd the t: A., Posts 
and Telegraphs. 

The Government of India 
have accepted in principle 
mOlt of the reoommenda· 
tioDl of the RylloD Committee 
which, when ~Ten etlect 
to, will achieve th1l!l end. 

--~~~--~----~---:.----~---------,---------------------------



NOI. 

31 

• 
32 

33 

34 

35 

36 

. , 

ReooDlDlWKlatW 01' obaer. ·vati<ms mAde by the 
~~ Aoc;,oullt, Conmtittee. 

• 
That the Ci uMtion of charging 

fees for lIervices rendered by 
i-adio offices to other Depart· 
~tI and to ahipping be 
oandully conaid~. 

That the adequacy of the 
aDlount of security taken from 
the P. Bnd T, offidals and 
the queatioll of obtaining 
certificates ~garding the 
existence &lldlO)venoy of 
thf'.8e sureties from ,some 
competent authority other 
than the official himaeH 
shOldd be oarefully consider. 
ed. 

Irregularities in re&&rd to the 
payment by ,the ;Po G., POIts' 
and Telegraphs to, contrac· 
torll for conveyldloe ,of mails. 

Enquiry &II to wheth~ the 
economies effected on the 
G. I. P. Railway do zwt 
sugg1'8t possibilities of 
further economJN on the 
other State Railways. 

Question of modifyiJlg the 
existing rules reprding the 
pricing of Railway Btorea 
witb a view to bringing them 
into clQ8e aoqord with cur. 
rent market ratetl. 

That the Military' Appropri. 
. ation ;Report be reccmsti. 

tuted on the IiDeI! of the 
recommeuda.t.ioD8 made in 
the . Report of Enquiry and 
accept¢ by the Government 
of Tndia •. 

ea'·, 

, , Aotioa~ol'propoae~ to 
I ,'Vo be 
, taken 011 point" noticed. 

1----.. ---1---------------
Para. 58 .. 
(Ibill, page 
Mo) 

Para 60, .. 
(JlJKi. page 

26.) 

Para. 61 .. 
(1bU. page 
25.) 

Para. 62 ., 
(Ibid. page 
25.) 

Para.64 •. 
(Ibid, page 
26.) 

Para..66 •. 
(lbitl. page 
27.l 

The D. G. con~ers that the 
amount of feel! recovered 
will be, ftlatively insigniS 
oant and will have DO 
appreciable effect on the 
profit or 1011 on running 
tbeae wirele88 stations 
No ohange in the existing 
Bystem is therefore con 
templa.tOO. 

As regards the a,mount. the n. G. is of ollinioll tha.t any 
• general cliliant't'll1tlllt will 

alfeet l\(ivt'J'IIt'iv tht> re 
cruitmlmt for t~e Depart 
ment. The oth~r Ilugges 
Hon was put to th(> Loca 
Govel'Dments hv tho D. G 
but they are . oppo~f'd to 
t.hrowing this task on their 
offic('ra. The D. G. is 
however, considering the 
possibility of having these 
mretit'll verified bv OffiC(lN 
of the Departml'J1t:' . 

A separate MeMorandum 00 
thiII q ueation ill being 
8ubmitted to the P. A 
Committee. 

The Railway Board have 
decided w employ far thla 
purpoatl the IIt'fvict'S of the 
same officer. who gave 
assiataDce to the Agent of 
the G. L P. Railway. 

It is hoped t~t the question 
will be settled in oonllwt&-
t.ion with the Auditor Gene-
ral at an, early date. 

The Al1ditor Gen~ral is oon.-
aid~ the pr0p08al ia 
consUltation wittl the F. A. 

.M.F. . 

• 



, . 
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NOI. ,:~;~~.j.~~,to 
taken on points noticed • 

.... ---~--·------------------·I----------I----------------------
37 "", That the syBtein of COlt-

accountirig ahould be ~ed 
on a simple and intelligible 
buil which will provide an 
etlective check on the : pur-
ohase, stocking and consump-
tion of Military stol'\lB. 

( 

Para. 67 .. 
(Ibid. page 
27.) 

38 Nece88ity of watching the Para. 68 •• 
progress of expenditure and (Ibid, page 
of co-ordinatin.,the eatimat- 27.) 
ing work 80 i.e toeminimiae 
the·danger of wrong estima-
tion. 

39 That Buch s~p8 should be 
taken as will place Army ex· 
penditure on the most econo-
mic and efficient footing in 
the interests of the tax-
payer. 

Para. 69 .. 
(Ibid, page 
27.) 

16 

The Report of the. Army 
Accounts Committee that 
enquired into the lubjeot 
has been published but has 
not yet been dealt with. 

• • 
The lIyl!tem ba8 recently been 

improved and it ill expect-
ed that the alTlollgements 
now in force and tholle 
likely to be introduoed will 
have thc desired effect. 

The Military Accounts De-
partment was. conlliderably 
disorganised by the post-
war conditions. By the 
return of normal condi-
tions there will. it ill hoped, 
be 'more attention paid to 

• compliancc with rules on 
the part of the euoutive 
and to greater eftI.ciency in 
that Department. 
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APPENDIX II. 

Statement comJU'iDl""'''' wlthll'&llts lor 1 .... 

EXPBNDITl1BJ: 0010'4 •• D 
WITH Ga4NT 

Number And name of Grant. Grant. Expenditure. 
--.." .. _-_.--------

Le8II More 
than than 

granted. granted. 

- -
A.-ExPENDITURE ClIARGED TO REVENUE. Ra. RB. R8. R8. 

~VOted .. 72,37,000 66,07,311 6,211,680 " 
J. Custom. .. .. , . N on.tJOIed .. 9,64,#J5 9,50,895 13,510 

{VOted .. 61,32,000 56,91,566 4040,434 ., . 
2. Taxes on Income • 

Non.txMJl .. 3,37,871 • 2,67,172 70,699 ... 
{VOted .. 1,06,56,000 89,50,282 17,04,718 

3. Elalt 
N on.tXJlql .. 37,IJ,825 37,26,894 16,931 

{VOted .. 2,38,64.000 2,34.14,:147 4,49,lIf,3 
•. Opium 

NOIl.·tXJled .• 96,{)()(1 92,807 3,193 

{VOted .. 1,000 .. 1,000 .. 
6. Land Revenue 

Non·voted .. 17,000 1,363 15,637 

{vot~ .. 4,000 4,000 
6. Excise . 

Non.ooted .. 6.000 659 1,441 .. 
{Voted .. 12,19,000 8,41,191 3,77,ROll 

7. Stamps 
N on-t>Ote~ .. 3,225 2,368 867 

{Voted .. 7.79,Il00 6,67,920 1,11,980 .. 
8. For~8t 

Non-voted .. 4,07,826 3,96,006 12,819 .. 
9. Ra" .. ,. (;,,,,,,,.,,! r.tod .. 67,4ti,nO,OOO 64,38,89,913 3,07,70,087 . .. 

working "xp"ns(,R and 
payment of ~urpJu8 
profit to Railway Com-
paniee). Non·flOteJi .. 25,28,10.0()O 24.38,91,151 89,18,84.9 .. 

{VOted .. 18,02,()()() lti,23,866 1,78,134 
10. Irrigation, Navigation, 

('t,,: NOT/.m/fd .• 1,72,000 1,30,115 41.88.5 .. 
{Votl'd .. 8.27,1i3,OOO 8,41,81,1192 .. 14,28,692 

II. lndian J'(lRte and Tell" 
graphs Depart,mcnt. Non-voted .. 86.M,OOO 81,09,9Q3 fi,05,097 .. 

< 

12. Indo.European '1',,1.· {V(JtP.d .. 34,47,000 ~O,07,4211 4,39.5il .. 
graph Department. N07l·ooud .. 5,50,000 4,63,137 86,513 .. 

• 



it 
• . 

I E:I:PDDlT17BII: 0010..., . 
WI'l'H GR.A.l'I'J.' 

N1IIDber aDd Dame of Gnat. Grant. ExpIedIture. 
, , .Leu More 

than" thaD 
pnted. granted. 

'" 
Re. R~. Re. Bs., 

18. IDterNt on ordinary {VOted •• 21,06,000 19.06,543 1.99,4117 .. 
Debt and Reduction or 
Avoidan(',e of Debt. Non-ooted •• 14.26,40,000 U,8'1,tt,619 ,tllJ,8t.B19 

{VOted .. 3,62,92,000 3,60.76,016 . :,16,085 •• 
14. Interest on Mlacella.M-

OU8 0 bligationa. ' N Ofl-tJotM, .• 1,18,000 l,OIJ,''16 9,'126 .. -
• • 

{VOted •. 72,90,000 66,62,410 6,27,690 -
Ill. General Administration 

Nrm.fIOte4 .• 87,08.439 86,87,72~ 1,16,716 .. . 
•. {VOted .. 76,415,000 70,04,296 6,40,705 -

.I 6. Audit .. 
N rm-fIOt«i •• 6,26,780 6,'18,260 '48,4'10 -

{VOted .. 46.000 44,897 1,103 -
17. Administration of Jus· 

tice. Non.voted .• 49,007 21,404 24,803 -
{VOted .. 5,000 7liO 4,241 -

18. Jail! and C'>onvict Set-
tlement!. N Oft·tJoled •. lfi,OOO 12,181 2,819 ,M 

{Voted .• 2,41,000 2,29,768 11,232 .. 
19. PoliQe 

N on·oote4 .. 8,92,699 8,211,626 88,073 .. 
fVOted ., 12.94,000 Ul,24,725 69,276 .. 

O. Porte and Pilotage 
NOfI,·tJOIeIl .• 88,860 11.84,000 11,4Ji,860 .. 

{VoW .. 23,48,000 24,61,327 .. I,I'g,327 
1. Survey of India •. Ncm·!JOIed .• • '1,69,000 '1,t1.629 17,411 2 

..{VOted .. 6,35,000 6,IUM 16,708 .. 
2. Meteorology 

Non·tJOCed .• 61,000 49,233 1,767 .. 2 

. (Voted .. 2,20,000 1,62,894 57,106 .. 
. GeologicaJIBuTVAy "\' NO''''JoIed •• 4,10,(}()O '2,"6,645 1,14,466 .. 

• 
.. {VOted .. 6,41,000 3,6',960 2.76,040 .. 

. Botanical Survey 
N ofl-llOfe4 .. 21,000 19,98t 1,018 .. 

I 



Number liBlfume of 6;aa&. GAnt. 

Rs. 

{VOted .. 1.47.000 
26. 1.oologioa! Survey 

Nn.w4ed .. - .. . , 5,260 

(Voted .. 12.29,000 
26. Arohll!6lol!Y .. i.. N ll1I'vnred .• 1,09,000 

0.' I .0 .JVoted .: 1,40,000 
27 •. ~De6 .. 

l·VOtHo/4!I'd •. 91,920 • 0 

o (VaUId,. 6,36,000 
28. lliher 8cienti~ Depart. t 

. ':DentAl, 0 Non.voted .. 89,000 

{VOted .; 3,81,000 
29. ~UO&tiOD .. 

. • Non-tIOl«I. , .'8,210 
.. {VOted .. 7.79,000 

30. Medical Bervicee 
.- N O/l-vol«l •• 4,03,'161 

{VOted .. 9.""5,000 
31. Public Hea.Jth 

Non-tIOtd :. 1,82,28' 

{VOted ._ 19,18,000 
12. Agriculture .• 

N on-ool«l .. 2,77,603 

{Vo$ed .. 6,45,000 
33.. Civil Veterinary Ser· 

vioes. Non-tIOktl .. 77,066 

.. {VOted .. 25,23,000 
K IndUlltries 

Non·voted .. 3fJ,19,636 

.. {VOklli .. 19,000 
35. Aviation 

Non-voted .. 2,600, 

{VOted .. 2,72,000 
N. Clommercial InteDi-

pDCe. o NOfl-f1OWj •• 18.000 

.. 

Expendit\Jl'8. 0 

Be •. 

1.41.218 

4,914 

12,88,702 
• • 86,:;3'1 

1,26.¥O. 

9fl.328 

4,37.840 

1,29,099 

3,82,546 

3MI1 

7,20,552 . 
&,23,726 

8,82,402 

1,62,843 

16,99,413 

2,47,.'89 

6,118,395 

73,836 

25,11,694 

86,80.386 

17,till3 

1,867 

2,65,828 

31,167 • 

• 

EXPJlI'DITUBII "001(. 
!'A.IID WITH GLUI'I' 

LeIIII 
th&n 

granted. 
".. 

RII. 

5,782 

336 

.. 
22.883 

13,;369 

1.692 

98,160 

.. 
6,669 

58,4411 

80,041 

72,598 

19,443 

2,111.587 

30.234 

.. 
3,430 

11,306 

39,1'11 

1,437 

843 

6,172 
o' .. 

More 
than 

granted. 

RII. 

.. 

.. 
,;7,702 

.. 

.. 
/'0,099 

1,546 

.. 

., 

.. 

.. , 

13,395 

.. 

.. 

.. . 

.. 

.. 

.. 
3,167 



''13 ,.. 
.'.' . I • 

, , .. '( , ~. 'ExnlWl'I'1JB'" ,'olllPDID . 
WITH G.A~T 

Num'ber aDd iaailie of Grant. o.l1t. ExpeacUtua.<' , ,. 
'1" I.e .. More 

than • than 

'" 
,ranted. gralMi. 

. -. . 
Re. R •. Ra. Rs., 

{Voted .. 1,000 3,330 . 2,330 
9'1. OensWl 

Non·voted •• .. . .. . . . 
{Voted .. 57.000 46,100 10,810 ,. 

38-A. Emigratlon-Intl>r. :. , 
nal. A·on.ped • ' 6,fJ()0 6,600 .. 

{Voted .. 99,000 91.785 7,2)5 
88~B. Emigration--1!~xter. 

nal. Non·voted •. 25,300 . 25,986 686 
, 

{V(Mel ., 1,32,000 1,33,483 .. 1,483 
39. Joint IStoo'k Companies 

Non·llo/eel •• .. .. . . 
(Voted .. 14,47,000 12,03,9]5 2,43,085 .. 

40. HillCelJaneoUi Depart. i. 
mente. !"on.ooted •• 2,.'O.2~0 2,34,636 .. 1,'66 

.. {V.<oted .. 37,58,000 33,78,294 3,79,706 
,1. Currency .. 

1\ on-ooted .. 1,64.611 1,28.689 /l6,OB2 ... 
{Voted .. 13,93,000 12,60,340 1,32,660 

~. Mint 
• , Non·t,oted •. 1,25,650 1,01,608 18,142 .. . 

a. Civil'Works 
{Voted .. 1,39,69,000 1,18,81,315 20,87,685 .. 

Non·ttOled •. 68,'1'1,880' 58,41,660 10,38,300 .. 
{VOted .. 14,000 14,000 

". Famine lwlief 
N on·1JOled •. .. .. .. 

{Voted •. 33,00,000 35,63,167 .. 2,63,167 
\&S. Superannuation Allow· : 

• anotll! and Peneioltl. Non·ooted •• 2,66.30,940 2,40,4/,661 14.89,811 .. 
{Voted .. 4:8,38,000 32,88,601 15,49,399 .. 

"- ~t&tionery and Print· 
IDg. NOA'wU4 •. 1,10,900 1,04,480, 6,420 

{Voted .. (8,22,000 17,13,761 81,98,139 .. 
'7. MiflOeJ]ane&u8 ~. 

N Ofl·1IOtetl •• g9,~1.128 29,10,629 .. 23,4(11 
• 

• 
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: 
bpBlfDITUall: OOKPAa.,. 

WITH GRAN'!'. 

Number·and name 0' Glut. Grant. EzpeDditure. 
Leu More . than thu 

grr.~d. granted. 

Re. Re. Re. Re. 
0 

{Voted .. 22,66,000 13,78,1« 8,86,856 .. 
fa. Adjustment with Pro. 

vincial Governments. Non-tooted •• 36,95,'100 36,96,981 .. 281' 

:... {Voted ., 9',83,000 96,M,M8 .. l.al,IaS 
'.!~ &fund . . 

Non·t~ •• 4,36,40,000 3,86,60,941 60,89,069 .. 
{VOted .. 1,09,38,000 1,05,8e,93' 4,35,066 ... 

~. North·West Frontier • Province. Non-voted •• 1,18,fJ1,868 1,16,61,669 3,10,199 " • 
{Voted .. 26,25,000 27,65,733 .. 1,,w,731 

51. Baluchistan . 
N Oft.fJOIid •• 47,49,900 46,00,421 1,49,479 .. 

{Voted .. 31,152,000 29,46,626 2,05,37' .' .. 
62. Delhi " 

N ()7l·voted •• ti,JO,U9 3,68,621 1,42,128 .. 
.. {Voted .. 14,96,000 12,82,408 2,13,592 .. 

63. Ajmer-Merwara 
NOft·votW. •. 1,36,000 1,40,366. .. 6,166 

{Voted .. 30.62,000 36,97,838 2,M,162 .. 
54. Andamana and Nicobar 

bland., NOft.vottd • , 1,67,001 1,76,127 ., 9,11ft, 
-. 

. . {Voted .. 4,74,000 4,150,070 23,930 ... 
55. Rajpl1tana .. 

N on-voled •. 10,11,360 9,68,963 42,407 

{Voted .. 6,83,001) 6,59,739 23,261 
56. Central India 

N oft-voted •• 7,83,910 7,60,360 23,661i 

{Voted .. 2,08,000 ],76,889 31,111 
57. Hyderabad ., 

NOft·voted .• 3,79,400 3,1i8,613 20,787 

68. Expenditure in Engl .. nd {Voted .. 25,20,000 23,84,704 1,35,296 .. 
under the control of . 
the Secretary of State Ncm-votW. .. 8,69,000 8,26,427 43,673 ... 
for India. 

ti9. ExpeBditure in Eng. {Voted .. 47,39,000 38,74,'11 8,M,589 ... 
land under the control 
01 High Oomsiaeloner Nf:A/.-tJOUd •. ai,16,OOO 27,86,61,4 4,29,486 
lor India. • 
Eccleaiaatical " 

. 
30,60,138 f!8,67,S08 2,02,330 

Political .. ., .. 1,81,29,113 1,6f1,(J2,a04 12,26,809 .. 



N __ andurne of (milt. 

',"" 

Territorial aDd PolitiC'&l PeDliiODI .. 
Extraordin&ry Paymeatli •• .. 
Bangalore .. .. .. 
Army .. .. .. .. 
Marine .. .. •• .. 
Milit&ry Worke • .. .. .. 

{VOted " Total .. 
Non·tJOW •• 

B.-ExPRlI'DITt7U OIIAJIG.D TO CAPITAL. 

60. Ra.ilways .. {V~ .. 
Non·tKJIed •. 

eo·A. Irrigation .. .. . . 
lil. Capital Outlay on Telegraphs .. 

. {Voted .. 
• Delhi Oapital outlay •• 

Ntm·1IOted .. . {Voted .. ... 
Total 

Non·fIOld .. 

-DI8B1l'B8B11UT OJ' Lous UD AD .. 

68 

6f 

VAlfOES. 

• Intereetfree advance. .. .. 
• LoaDS and advanoes bearing IntereRt 

Total voted .. 
Grand Total .. .. 

• Voted .. 
• No,,·tJOUd .. 

• 

" " 

" '. ' , OtaJ'it;' 

Ra. 

aO,6'1,88~ 

.. 
23,63,918 

67,12,86,877 

87,'12,000 

4,38,87,839 

95,72,35,Il00 

1,18,16,39,084 

29,97,61,000 

4,09,000 

15,000 

1,73,95,000 

1,42,97,000 

4,16,000 

83,14,68,000 

B,24,OOO 

5,00,89,000 

14, 1 1S,26,OOO 

20,06, I IS,OOO 

2,67,17,81,984 

1,48,93,18,000 

1,18,24,68,084 

,.. 
, 

Exp.nJ'I'QR eoi.. ..... D . W1'l'H GMliI'I . 

EXpendituri. ~. . I 
, 

. "'IMiJ': . lIore 
tllan .• thaD 

~tecL , granted. 

. 
RI. Ra. Re. 

t9,16,~U 1,41,870 .. 
1,81,685 .. 1,01,686 . 

22,70,172 83,146 .. 
64,68,06,696 '2,51,79,'182 .. 

'14,10,'11'1 13,61,283 .. 
4,26,86,080 12,611,169 

91,11,10,430 4,88,.,398 B,03,928 

1;18,89,68,886 4,89,40,822 62,70,624 

. 
13,41,83,047 16,55,77,953 .. 

4,16,809 .. 6,809 

' 96,898 .. 80,898 

1,17,155,881 56,39,110 

1.37,98,1211 4,98,8711 .. 
. 1,20,743 .. /l,U8 

11S,98,32,951 17,17,lIJ,947 80,898 

8,36,052 .. 12,061 

5,39,66,924 51,22,070 

11,77,37,318 2,37,88,682 

-
17,17,04,242 2,89,10.7118 .. 

2,38,24,52,561 29,78.96.920 85.67.497 

1,24,26,47,623 24,89,156;098 22,IW,8i1 

1,13,98,04,938 4,B9,40,SS2 62,82,671 

, 
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APPENDIX III. 

~UID,.o .• 7~A.119H-Ool1··m. clated,the, 1._ Oc~. 10 •. 
, fanIWled -by the DinDtor General of Posta and Tel ... ,. with 
rtfeIeuceto parur&,la 12 of the Prooeec1iDll of the ,bth :KeetiDI 
of the Public Accounts Committee held on the 12th A9P't 1925. 

SUBJECT .-Payment to contractor8 jM ccmwyance of mails. 

In all contracts for the carriage of mails a maximum daily, monthly or 
.annual, limit is fixed to the number of miles to be run by the Contractor's 
lorries in carrying out the service. Provided this maximum is not exceeded 
the payment to the contractor is restricted to the amount of subsidy. fixed 
under the contract. The maximum limit is kept as low as p08.'Iible since the 
tenders reoeived for such contracts are naturally inftuenced by this important 
factor and it therefore sometimes happens that from various causes the mile-
age actually run exceeds the limit, in which circut!'st&nces the contractor i~ 
entitled to payment in addition to the amount of\he subsidy in'resJJect' of such 
excess. At two centres during the year 1922 the contractual mileage limits 
were exceeded owiDg to alterations in the timings of mail trains and the extra • 
payments that ,had in co~equence to be made to the contractor were being 
treated as contingent charges. In August 1922 that audit authorities point.ed 
out that as these extra payments were of a fixed recurring nature they mu~ ; 
be regarded as. increases in the subsidiE'.8 (which required 'the sanction of the 
Government of India) and not as contingent charges. The Director General, 
Posts and Telegraphs accordingly requested the Government of India in Decem-
ber 1922 to sanction incrf'.8.ses in both subsidies with efftlct from the 1st Sep-
tember 1922, but in reply he was informed that the Government of Indio. were 
not prepared to sanction such increases and he was directed to arrange to 
reduce the mileages to within the maximum limits. AI! a result of special 
investiga.tions it was then found possible to reduce the mileages as desired 
by Government and the extra payments thereupon ceased. But as in the 
meantime the lorries had continued to run excess mileage, payments had to 
be made therefor under the terms of the contracts and the sanction,.,of the 
Government of India to these payments was applied for and accorded in due 
course. It will therefore be seen that t.bere was no attempt on the part of 
the Director General of Posts and Telegraphs to evade the orders of Govern-
ment or to increase the subsidies by payments under the guise of contingen-
cies. 
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APPBNl>JX· .IV;~ 

JIeIDoqDdua fumilbe4, b:Vctba Oeatal.JIoard;ol, ..... u·.· ..... 
to Qu.tioD 1'01: 488-448 m VohuDe D of tbe "pOrt of UlePubJic 
Accounts Committee on the,Aocountl..of l828-24. • 

Paragrapl:'3 (~) of the Audit Report for 1923-24.-The Bombay Govern- , 
went's memorandum. conveying the sanction of the Government of India 'to 
the purchase of a new boat for the Dhabol port was received by the Deputy 
Commissioner of Sa.lt and Excise on the 2nd March 1923. The sanction was. 
expressly accorded on tIle condition that the expenditure involved (Rs. 1,325) 
waR met from t.he sanctioned budget for ] 922-23. The boat builder was 
instructed to take up the construction of t.he boat at once and to finish it by 
the, end of March, if possible. The money was drawn from the, Treasury 
before the close of t.he financial year, although the construction of the hoat 
had not been completed. elt waR, however, fully expected that the boat would 
he eompll~ted early in April. .The money was pa.id to the boat builder in two 
instn.Iments, one of Rs. 1,000 on the 11th May ]923 and the other of Rs. 325 
on the 9th June IH23. The Deputy Commissioner concerned states that 

• every eft,re had been taken to b'1llud against any loss to Government, as the 
firHt infltalment paid to t.he boat builder represented the actual value of the 
work done by him by tha.t date, llond the balance was paid when the poa.t was 
complete and ready for delivery. After full consideration, the Government of 
Bombay partly absolved the Deputy Commissioner concerned from the re-
sponsibility for the irregularity, on the ground that the sanction of the Govern-
ment of India to the construction of the boat was granted on the condition 
that the expenditure should be met from the budget grant for 1922-28 and the 
officer therefore, had no other alternative but to draw the amount before the, 
close of the year. 

Paragraph 3 (xvii) of the Audit Reportfor 1923-24.-Certain Taluka Officers 
of the Salt Department drew money from the Treaaury in March 1923 for ex-
penditU1le on petty cOIlBtructions and repairs. In 6 out of the 7 cases the 
amounts were disbursed in April 1928. The Collector of Salt Revenue. 
Bombay, stated that the amounts were not drawn with a view to prevent the 
grant from lapsing but because the works in question had either been complet-
ed or were approaching completion and the payment was due to the contrac-
tOfS. The payments could not be made earlier as the petty contractors con-

• cerned were not present to receive payments. TheRe contractors are not· 
u8Vally present to rec~ive payments when the amount is actually drawn from 
the Treasury but are absent attending to other works or collecting labour 
and material. They receive payments at their leisure and convenience. In 
the seventh case, the amount was paid in June 1923. The repair of the 
road for which the payment was to be made ha.d been completed before the 
15th March 16l28, the dltte on which the amount was drawn, and the contractor 
concerned was sent for immediately to receive payment but he was away. 
Meanwhile, the road in quest1011 was spoiled by the same contractor's bullock-
carts and it was considered in the interest of Government to withhold payment 
till the road was set right. It will thus be seen that in all the above cases, the· 

• 
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amounts were drawn for immediate pay.nent.· but could not, under the cir-
cumstances explained, be disbursed before the close of the finanoial year. The 
Sa.lt Department is the only department whioh spends anually la~ sums· of 
money on the departmental construction of buildings, while elsewhere the 
works are carried out by the P. W. D. agency. The difficulties in getting 
together labour and artisans and in collecting water, building IJl8terials, etc., 
at i~olated chowkiu in salt works 8unounded by sea and in the inaccessible 
parts of the Lesaer Runn of Outch or the hilly tracts of the Goa Frontier are 
great and in practice it is not always possible to conform strictly to accounts 
procedure. 
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APPENDIX V. 

llemorandum tundlhed by the Director Qeneral, POlItI aad TeleanPbI 
tor the Public Account.a Oommittee repr.w.r lIIotor Mail 8emoei iD 
General and the Oalcutta Ittotor Mail Oontract with refere1lC8 M 
pa.ra. 81 of the Public Aooountl Oommittee'l Beport on the acc01UlU 
of 1923-21. 

In paragraph 61 or their report on the accounts for the year 1923-
24 the Public ACCOuntH Committee have questioned the effectiveness of 
the competition in the matter of motor mail contracts when put out to 
public tender. The committee have also referred to a promise given »y 
the Director General in the course of hill evidence before them to put in a 
nlcmol'andum giving' a full explanation of the motor maiJ. contract at 
Calcutta." • 

2. As regards t.he. question of competition for mail contracts the 
experience of the departI¥nt is that for contracts in the larger cities 
tenders are received from a considerable number of reputable :firms and 
there is no reason to believe that the competition in these cases is not 
really effective in keeping down the rates to a minimum. In the smaller 
places the number of tenders is of course not so large and instances 
have occurred in which only one tender has. been received. In such 
eases however, tenders for horse-drawn conveyances are also oalled for 
and if the rates quoted for a motor mail service are considered too high 
the department generally arranges for conveyance of the mails by horse-
drawn vehicles. An examination of all the minor motor mail contracts 
is being undert.aken with the object of reducing expenses wherever 
possible. 

3. Turning now to the particular caRe of the Calcutta motor mail 
contract it is underBtood that the committee has Home doubts whether 
the cost of runnin~ this service under departmental arrangements, pro-
vided certain economies proposed by the Audit Inspecting Officer have 
been earried out, would not be less thaD that payable under the contract 
recently concluded with Messrs. The Garage, Limited, of Madras. 

4. 'The history of this contract is as follows :- ' 
The advisability of giving the Calcutta motor mail service out on 

a contract instead of running it departmentally had been considered 
on several occasions. In 1923 however, at the instance of the Deputy 
Auditor-General, the question of arranging for a contract service was 
again considered and tenders ealled for. The cost of working the 

. departmental service was stated to be Rs. 2,30,555 during 1921-22 and 
DB. 2,33,757 during 1922-23. This worked out to about 10i annas a 
mile but as no tender was received for less than 14 annas a mile the idea 
of reFiorting t~a COl.ract serviee was abandone.d. • 

Tenders were again called for in JanUAry 1925 and the cost of run-
ning the service depart.mentally was at the same time recalculated. It 
was then f~d that'the previous figures of cost had omitted certain ac-
counts adjustments and that the t~ue cost during the year 1923-24 amount-
ed to approximately Rs. 2,64,000. Altogether 7 tendera were received and 
the offer of Meurs. The Garage, Limited, of Madras waa accepted .. 

• • 
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bbing the most advantageous from the points 01. view 01 both eftlcienoT 
and economy . 

. , ':'5.' A statement hi atta-ehed to this 'memorandum showing the coml 
pa:r.ative emrts of running the service dt'parlmentallyand under the new 
cMitraot. It will be seen that th~s indieates an annual saving of Bs. 
26,000 per annum whieh will be fUrther increased 'by Rs. 6,000 per 
annum from the Mh to the 10th year of the contract. Moreover the 
givihg out of the service to contI'act R/wed the department an expendi-
ture of B.s. 22,400 on the purchase of new cars during the year 1925-26. 
It is thus clear that by entering into this contract the department haa 
effected a considerable saving in expenditure as compared with the pre-
vioul" cost of running the service. 

6. The suggestions made by t.he Audit Inspecting Officer for reducing 
... the CAst of the lIervicc when carried out under departmental arrangements 

were fully invest.ig-ated but were found to be in most cases impracticable; 
It hAR not been possible to estimate with any a,.curacy the extent to 
which the actual (lost to the department of Jt'tnning the service could 
eventUally have been reduced but in any case the total possible eeonomiea 
could not ha.ve amounted t.o anything like Rs. 26,000 per annum, the-
actual 88vingsecurod under the new contract. . 

OomporGti'Ue &atent,ent oj Oo~t of Working the Motor Mail Service in Oalcutctl" 
lJ6fKJ~11 t.md under tAe new Oontract. 

Contraot of working the service departmentally. 

Colt 
per annUJD. 

lIA. 

Coet UDder th~ new oontract. 

Intercat on ~pital value of vehiclea Subaidy to oontraotor 
at 8 per oent .. • 7,M18 

Depreciation on vl'hiolce at 16 per PaYlDent. under oDntract far 
cent. 40,4.78 l'stra deepatches .• 

Running"ezpen_ of veh\ol..-. (petrol, 1'ay, leave, and penIIon 
011, repairs, eto.) • • . • 1,15,020 obarFI of roduaed 8taI of 

mailolera 
Pay. etc., of driTerl, and lapentaon 4.9,277 

PaY, leave andpenaion ohargee of 
mail oIem.~ .; .. 38,884. Total 

Eatllaated rental ".1ue of la~ Sa"ing per aM1IID •• 
and . oa pital chargel of ape • malhinery for the "ehi. . . 13,000 

Total . 2.84.,022 

• After tho first Ive JeRI'I of the oontract, thelllbddy wurbe 'fticba0e4 to'k 10,Il00,. 
m~ Or BI. 1.n,OOO"per aM... .." . 

• 
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APPENDIX VI. 

Memorandum No. T.-Ol1, da.ted 30th July 1926 on t~ relations between 
the Auditor of the Home Accounts and the Auditor Genera.l~ 

j,"furrl'iNhed by the lattcr with reference to para . ., 01 the second meetin'g ,4 
the P1A,blic Accounts' Cpmmittee held on 27th July. 

'l'he Auditor of the Home Accounts is appointed under Section 27 of 
the GowJ'nm<mt of India Act. This section oontaiWl no less than 10 sub-
sections of which the more important are: (1), (2), (5) 8lld (7). Sub-
section (1) empowers His Majesty to " appoint an auditor of the accoun~ 
of the Secretary of State in Council." Sub-section (2) requ.iref that audi-
tor to " (~xamine and audit the accounts of the receipt, expenditure and diR-
posat 'in the United KiLtgdom of all mOlWY. storCH and property applicnbl0 
for the pUl.'pOfies of tJie tct." Sub-section (5) requires the auditor to 
bring specially to thc notice of the Secretary of State in Council " CMsell if 
any ill ",hid. it appears to him that any money ariRing out of the revellues 
of India has been appropriated to purposes other than those to which they 
are Ilpp1icable." Sub-section (7) require!! the auditor to "lay all his 
reports before both lIonses of Parliament." 

2. '{'his provision for an appointment of an Auditor of ihe Home 
Accountl:l first appeared in the Government of India Act of 1858, i.t .• ill 
the fir!;t Act which gUl'e the Secretary of State for India full control over 
Indian affail'H. The importance which was then attached to the appoint.-
ment of such an authority is evident from the unusual detail which is set 
out in the 10 sub-sections of this section. The main reason for tbe 
import.unce which was thm, attached to the appointment is evident from sub-
sections (5) and (7) which I have quoted, especially (7) which requires all 
Ws reports to he presented to both Houses of Parliament. It is evident 
frolll thut proyision thut the main rt~nSOll :for t.he appointment W~ that 
thcrl" should be an authority who should scrutinise OIl behalf or Parliameut 
the ('xprcise by t~c Secretary of Stllte in Council of the powers entrUBted to 
that authority by the Government of India Act. It will be noted that ~ub­
section (5) requires the Auditor specially to bring to notice all cases in 
which any action of the Secretary of St.ate is ultra vires of the Act. . 

3. At t.ho time when t.his appointment was first created the Secrehll'Y 
ot State in Council under sections 2 and 21 of the Act was the supreme autho-
rity in respect of expenditur,e from the revenues of India. The Secretll.ry 

. of State in Council exercised his scrutiny over the detailed exercise by 
ethorities in India of the powers delegated by him to them through the 
sCl'utiny applied by the Comptroller and Auditor General who was appoint· 
ed by the Secret.ary of State but worked in direct subordination to the 
Go'·el'DlDent of India. 

4. At ihe time. of the creation of this post of Auditor of the Home 
Ac:counts aud in fact up to the .date of the passing of the GoverDlD,ent of 
India Act of 1919 the Auditor obtained no· greater powers ,under sub-Icc-, 
tion (2) than und,er sub-section (1) inasmueh &I all transactions hI the 
United Kingdom were brought to account in the accountH of the Seeretal'Y 
of ~t:ate in Council. • 

LOOFinD 
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. 5. With the- appointment of the High Commissioner, however, under 
s(~l:tion 29-A. of thf' Act the position radically changed. Numerous transac-
tions in the United Kingdom then Clime under the control of the High Com-
nl.i!;sioner and wer(~ brought to aCCOW"lt in his books. It W8."l decided th~ 
in view of sub-section (2) of sectiOll 27, the Auditor of . the Home Accounti 
must avtomatically become the Auditoi' of the Accounts of the High Com-
Initl8ioner and that is the position at present. . 

6. It remains to consider whether the exiHting arrang~meiJ.t8 are com-
l)atilll~ with the constitutional position. All expenditure from the revenues 
of ) Ildia is incnrred'under 'the authdrity of, the Government 'of India Act. 
If Imeh expenditure ill regular-

(1) it must be ifllra ~ires of the Act, 
(2) it must have received the sanction of cmnpetent authority; 

and . 
(3) 'the~e must appropriation of fWlds by competent authority to 

meet the expenditure. • 7. The Auditor of the Home Aceounts is sp6lCially required to see that 
any ordllr passed by the Secretary of State authorising exp,nditure is 
i',d, a vires of the Act. 

B.' As regards (2) the absolute powers of the Secretary of State prior 
to the passing of the Government of India Act of 1919 have no~ been 
lil'li1!'d hy the dause " subject to the provisions of this Act lind rules made 
thereunder." ']'hml,the lWupreme power of sanctioning expenditure is 
r.tlw divided between the Secretary of State in Council and, in respect of 
trf.ln~ferred expenditure, certain authorities 4t Imlia. The exercise by 
the, latter ,authorities of the powers thus vested in them is scrutinised in 
detail by the Auditor General in India, while the Auditor of the Home 
AC<~IJUnts is still ill a position to scrutinist- the exercise by the Secretary 
of State in Council of the powers remaining 'with him. 

H. As regards (3), however, the pOHition has been radically cbanged 
by the passing of the Government of India .Act of 1919. Prior to that 
da!e, .the Secretary of Stat\l was the ultimate ~uthority in respect of appro-
r,'rlatJOn of funds. The. Government of IndIa Act of 1919, however, en-
tru!lted :very large powers' of '(roting funda to the Indian legislatures .. 

Th~: total exp·trnd~tul:e incurred b)': the Secretary of State ,is met from· 
ftlndS-:-, ' 

(1) granted by the Home Government, 
I 

(~l voted, by theLelJbd~tive. Assembly, and 
(3) allotted by' ~e Government of India. 

It il,l eS8~~tial, ~he~ef<?re.havi.ng ~ar4 to the ,constitutional position, tllat 
1J1I~ J cports of the Auditor of the nome Accounts on the accounts of the 
Secretary of State for India should be submitted to the Legislative Aaserobly 
nnd to the Council of State R& wen as to both Houses of Parliament -and I 
IIUI,mit that in due COUrHe section 27 of the Government of India Act ~hould 
btl nmended so 88 to provide for such submission. 

10. I subinit that the appointment of an iDdependent authority such 
"$I'the Auditor of the Home Aeeounts to audit the accounts of the High 
Commissioner fo~ India is in,compatible with the constitutional relntioDR 
Imtw6f'n the High Commissioner and the Government of India. This can 

• 
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best be proved I think by reference to Bub-section (7~ of section 27 of the 
thtJ Act which requireli the auditor to 44 lay all his reports before both 

. llowses of Parliament." The High Commisioner for India is in direct sub;> 
ordination to the Government of India and it surely cannot be necessary 
.for the reports of the Auditor of the Home Accounts upon the acCOllnts of 
the High Commissioner to be submitted to both Houses of Parliament ! 

11. The High Commissioner for India acts under the direct inst~·t1c­
tiOL~ of the Government of India. His financial transactions, which have 
to t!C1Jlle under the scrutiny of the Auditor of the Home Accounts, are 
gel' crned 'entirely by orders of the Government of India and by such eom-' 
pilntion!l of orders as the Civil Service RegUlations and the Fundamental 
HulelS. Many of these rules and orders have to be fol1owed by subordinnto 
authorities ill India as well ali by the High Commilll6ioner. The transac-

• t:on'l of the authorities in India come under my audit and.it is essential 
that the authority responsible for the audit of the accounts .0/ the IIigh 
COl1lmilS!lioner for India and the authority responsible for the audil: of 
;,imillll' transactiom; in fnd~a should interpret these rules and orders in the 
Sttilltl way. rrhus, there is specific provhlion both in the Civil Ser\;ice H.t1fP-
lilli/IDS a.nd in t.he Fundamental Rules that the tinal !iuthority for the inter-
pt'et:ltion of thoser111es is the o.overnment of India. That authority in 
PJ'El{'.1 ice is always exercised ill direct consultation with lUe and interpr\'-
tatio)]s of those rule!! aEe issued by me as " Audit Instructions." 

1~. Again, under sub-section (1) of section 27 of the Gove1'nmellt of 
InJia Act, the Audit.or's assistantlJ are specified in the Warrant of Appoint-
mem of the Auuitor. This provision in practice vests in the Secl'etary of 
8ta1<' \he power (If appointing the Auditor's 8s!!istanUl both gazett~ and 
non-gazetted. As they lire appointed under statute their pay is non-votlld; 
'('ht) ~taft' worldng lm.d(·r the Auditor General in India is sanctioned by the 
GUYl'rnment. of India and a great.er portion of the funds to meet the ex-
peJlditure on that staff ill provided by the vote of the Legislature. 'I'berc 
scelJl.· no reason why the sta:fi' employed on the audit of the transactions of 
the lligh Commissioner should not be sanctioned by the Governm~nt u( 
India and why fuuds should· not be voted by t.he Legislature to meet th~ 
.uJ)enditure on that staff. . .' 

13. I submit, therefore, that in due course 8ection 27 of the Act should 
~t· so .amended as not to give the Auditor of the accounts of th~ Secretary 
.of State in Council the statutory right of auditing the accounts of the High 
·Commissioner. I think also it should be made clear that the authority in 
Engumd who will be entrusted with the audit of the accountS of the High 
(!ulJlloissioner shall act in due subordination to the Aliditor Generl:ll in 
India. Whether the Auditor of the Home Accounts should be asked to 

. ~t ill that ca~city on behalf of the Auditor General in India is a ques-
ti')I~. which can remain open for discussion until the Act is 80 ·amende!} 11K 
to rniHp- that question. 

14. I should state that the present Auditor has met in practice aU the 
more im1)ortant of th" difficulties pointed out a.bove. He submits to the 
Government of India·copies of all his reports. Those reports are lIubmitted 
to the Legil!llature ~nd ar~ lIcruti~~d by the Public. AecOtmti I OmnmitttlE:. 
1I t· doel! con,sutt JD,C 'as, to the interpretation of rules which ha~ to be appl iod 
both in the oftiCe of the High Commissioner and in· oftlcesin India . 

• 
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AP·PENDIX VII. 

Memorandum d.a.ted 9th December 1926 furniabed by the "uncial Secre-
tary on Expenditure Control, for the use of Oontrolling omearl 
se:JVed by Pay and Aocounts OfBces. \ 

One of the pl'incipal objects 'of the experimental institution of pay 
and' accounts offices is to place controlling ofticers in a position to exercise 
that control over their expenditure which, ,under the reformed const.itution, 
is demanded from the officers responsible for the administration '\)f grants. 
voted by the Legislature. 

, 2. It is desirable to form a clear "idea of the general nature of the 
expenditure control which is expected from a controlling officer hy th~ • 
Government of India and thc Public ACC8unts Committee. The first and 
most ·important. requirement is that the total expenditure should be kept 
within the amount of the total grant ; and that. ill case an excess is un-
avoidable, a supplement.ary grant should be obtained betimes t~ co\'er it. 
It must be remembered, however, that the Public Aceounts l)ommittee 
regards an unnecessary application for an additional grant as a sin only 
a little less ,1leinoWi than that of exceeding a grant; and an application 
should not be made, except in the case of fund!.; required for an entirely 
new service which mllst in any case be hrought to the notice of the Legis-
lature, urltil it is reasonably certain that no spare fundH are available, 
within the grant. The test of a new Aervice for the purposc of the above 
-exception should ordinarily be the quelftion whether the Legislature has; 
in the past vQted funds for similar expenditure. In certain cases e1pendi-
ture on a recognised service may, however, be of sufflcicnt importance. to 
justify classification as a Dew service ; as, for example, the construetion 
of a new police station or a new school. In case of doubt, the Govern-
ment of India in the Finance Department should be asked for a ruling~ 

3. A second, and only slightly less important, duty of the controlliDg 
officer is to see that none ,of the appropriations voted by the LegilJlature 
under t.he various units of appropriation within the grant is exceeded 
unless additional funds have been provided by cOmIJetent. authority: The 
ordinary procedure, when the probability of an excess over the amount at 
the disposal of a subordinate disbursingoftlcer under a particular detailed 
head becomes apparent, should be S()mewhat as follows :-

'.f. '. 

' .. 
I 

(a) 'fhe first st.ep is to examine t.he state of the allotments given 
to other disbursing officers under the same detailed head, with 
a view to the transfer of such sums as can be spared by his. 
colleagues to the officer requiring an additional grant. Sint'e' 
appropriat.ion audit will be conducted against totals of 
llnit~. there is here no question of re-appropriation in the 
technical sense of the tenn. The process amount's to nothing 
more than a re·distribution, which the controlling officer em 
ol'dinari1y efi'ect without reference to oth~r autho.-ity. 

(b) SbouldSllcb a re-distribution be fouad to be impossible, it will' 
be 'necessary to examine the state of the allotments against 
other detailed heads under the same unit of appropriation, 
with the object of discovering pl'obable Ravings and effecting 
a re-distribution or re-appropriation,·ss the case may be. 
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·(c) If prOVlSlOn of funds from within the unit of appropriatioti 
concerned proves to be impracticable, ·it-will next be con-
sidered whether a re-appropriation from another unit withi;n 
the grant is feasible. . 

{d) Except, as already indicated, in the MBC of provil'lion of. fund.e 
for an entirely new service of sufficient importflnce 1.0 require 
referenee to the JJegilShlture, it is nut until the ('xpedienta 

, suggested in clll.UJ>es (a), (1)) and (c) of thi:-: paragraph 'are 
proved to be impol;toiible that t.he controlling officer will apply, 
through the U8mll channel, t.o the administrative. department 
of the Government of India for a ."lupplementary dcmand to 
increase the grant at his disposal. 

" 

4. The duties of a controlling officer in relation to the regul'Btion ot 
expenditure against appropriations have been di8cussf.ld in .th~ two fore- .. 
going paragraphs. His responsibilities do not, however, end here, He 
is required to see, gene.ally, that the grant at his disposal is expended in 
the best interest!; of the tv-payer and upon the objects for which it was 
voted by t.he I~egislat~re or provided by the Governmcnt of India, as the 
case may bc, In particular, he ifi responsible for the ob~:ervanee of all 
relevant financial )'ul!)!'; Ilnd re~;\'l1'lations both by his own office and by di~. 
bursing officers subordinate to him. lIe must ensure, for example, that 
expenditure is not incurred without proper sanction; that funds are aUotte!l 
to subordinate officers in slrfficicllt time to permit of their economical dis-
bur!!ement during the financial year; and that money is not wa."llod nt the 
end of the year hy hurried ~xpcnditllre designed to prevent the lapse of 
grants. In short, thc controlling officer is expected to 31i<;;ume before the 
Public Accounts Committee, if neccs~ary, completo responsihility for the 
expenditure from his g-rllllt, and to explain and justify lilly plll'ticulur 
instance in which hi:.; outlay does not confonn to tha;>,vhich contemplated 
by the sanctioned 'budget estimates. 

5. Under the- ordinary accounting system of India, control of the 
jesired kind is very difficult. In order to exercise it. the controlling officer 
requires to be in close touch 'With the progress of his expenditure, as, 
reoord~d in theaceollnts. The accounts are, however, kept by an usually 
distant Accountant General. whose returns reach the control!ing officer 
many weeks after the incurring- of the expenditure which they- record. 
Another drawback of the ordinary system is that expert flnancial advice 
cannot as a rule be quickly obta.ined by the controlling officer. It is 
largely inordel' to rt>..lllove ·thcire defects that the pay and accounts offices 
have been instituted. 

6, In t.he case of a large department, which enjoys the full-time Rer· 
~ces of a pay' and accounts officer, the defects nrc automatically removed. 
The accounts are kept,. in many iIlRtances, under the S~Ille roof whieh 
coverfi the office of the head of the depart.ment,llnd.in any case, in close 
proximity to it. The controlling office·t' i::l tInts in a position' to know, 
practically from day, to day, iPe progress of expenditure from his grant 
under the ~arious minor and detailed helld8. and to secure, lit the ~hortest 
of notice, any inform.R.tion. which is derivable from the accounts. Further 
he has at his elbow. in t.he pl'!l'llOD of the pay and accollntsofficm", a flnan·· 
cial adviser whoiFl an expert in all rules and orders beari~ npon~xpendi. 
ture and aCQounts and. can be consulted before any financial eommitment 

• 
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is incurred.,. Finally, although the pay and accounts officer is ultimRt~ly 
responsible to t,he Finance Department, ,the departmental controlhng 
o£fit.'er is empowered, in cases which he considerH to be cases of ur~ncy. 
to impose his orders upon hinI in any matter of accoUtlts or expenditure 
relatinlf to his grant. Where these conditions e1ist, the controlling 
officer is fully equipped with the means of exercising complet~ control IlVN' 

his .expenditure: , 
7. In an ideal system, eve-ry officer ultimately reflponsible for the 

administration of a grant or part of a, grant would he provided with hill. 
own pay and accounts officer and would he in the p()sition outlined in the 
fOl'egoing paragraph. Grants, and part!! of grants separately ad-
ministe,ed, are, however, very numerous and mallY of them arc very amall. 
It. would he a costly measure to provide the officer administering each of 
them with· a Heparate accoun.ts office of hiH own ; and, for the present at. 
any rate, it has been considered necesliRry to try the ex(>(~riment of estab-
lishing combined pay and a.ceounts offices to h8lllidle the accounts of u 
number of smaller departments. Even with fhis system, where the pay 
and accounts office is located in the same place liS the head-quarters of thc 
departmental eon trolling officer, the lutter is 81i11 to all intents and pur-
poses, in the desired position. His accounts are still rl'adily acceHsible 
to him and the advice of the pay and acc()untl> officer is available, even if 
that officer is not entirely at hiM beck and call. The p08ition if! not quite 
so favourable in the case of the comparatively few departments which are 
served by a pay and accounts office situat.ed at a cOnBidcl'able distance, 
where actual scrutiny of original accounts ana verbal consultation with t.he 
officer respoDl.ible for their Dlajntenant~e is out of the question. Control-
ling officers of such departments must rely upon the copi~s of tht~ir compiled 
accounts which arl~. ~nt to th('m by the pay and accounts officer and which 
usually reach t.hem~on after the middle of the month, following that in 
which the expenditure eoncernp,o was incurred; while they lire not in :t 
position to take financial advice in any matter which is too urgent to admit 
of the delay entailed by procedure by correspondence. The punctual 
.receipt of their account!! piflces them, however, in 11 far better po~it.ion all 
regardH expenditure control than t.hey have ever occupied in tht- PASt. 
Moreover, as will he shown ina later paragraph, t.he pay and Mcounts 
officer will affo.rd thorn material a.~sistance in exerciHing their control. In 
the circumstances, it is thought that even those controlling officers who ar~ 
served by accounts offices located at a considerable distance from them 
should be in a pOHition to exercise an adequate control over the expendi-
ture from their grants. . 

8. Before discussing the relations between the pay and accounts officq 
and the controlling officer for wbose accounts ·he is responsible, it is dellir-
able to form s ~E',ar conception of the duties and fun~tions of the pay and 
accoun.ts oftlc~r. He. is primarily answerable to the Finance Departmetlt, 
by whIch he 18 8ppOlnted. transferred and controlled. He is, however, 
deputed to. his present post in order to M.,t the controlling oJRcer whose 
accounts he keeps. On behalf of that authority, he t4crutinises all claims 
~o money, Bubjectingthem to all the checks "Ordinarily applied in the 
Account.ant General's Qflice. In the case of a few exceptional clsYe8 of 
bills, this scrutiny is exercised after they have been paid, 8S in the Account-
ant General 'If office. In the great. majority of eases. the pay and Alceounta 
officer scrutinises the claims before they are met,· and, if h~ find. them to 
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be in order, hilD$el~ pal'S them by cheque. He then brings all sums dii-
bursed finally to account. It is, of course, his duty to test aU claims by 
reference to the relevant rules and regulations, illld to reject any which 
he coruliders to be inadmissible, whether for want of appropriation, for 
want of sanction or on account· of any other irregularity. It cl\D-not be 
too strongly emphasised that, in so fUllctioning, he is !!ecuring the interests 
of the controlling officer. If the latter is t.o be held responsible for the 
expenditure from his grant, he cannot but wecolmc the interpoHition of an 
expert authority who will test on his behalf the admissibility of claiJll8 
.before they are honoured. Moreover, it i!!recogniseQ t.hat, if the. con-
trolling officer is to be responsible for hil:i (IWll expenditure, be must be 
maNter in his own house; and he is tllerefore armed with power, in respect 
of the expenditure for which bE.' is responsible, to issue written orders to 
the pay and accounts officer in arly case where he does not accept .the latter.'1il 
opinion. The pay and account!! officer is bouud to obey such Qrden! when ..:I 
received ; but, as It sllfeguard again.~t abuse, provision is made that the 
papers of the case sho .. ld at once he shewn to the officer in cbarge of the 
separate audit establislunlftlt, so that he may take the matter up in audit 
if he considers this course to be necessary. It must be clearly under-
stood that it is the duty of the pay and accounts officer to maintain his 
own opinion until he is either convinced of it.s inaccuracy or definitely over-
ruled by orders in writing. lIe is, however, in.<;tructed to adopt always 
the attitude of an entirely friendly critic towards the departments which 
he serves and, while using his expert knOWledge to save the Mntrolling 
officer from exceeding his financial powerF! or committing other irregu-
larities, to avoid unnecessary objections a.nd to aFisist llil'! departmental 
chief to devise legitimate meanR of efi'ecting legitimate objects. 

9. It will he obvious from the foregoing paragraph that, in practically 
every aspect of expenditure control, the· init.ial action will full to be taken 
by the pay and accounts officer. He is in a position to wat.ch, practically 
from day to day, the progress of the expenditure of the various spending 
officers agaill~t the allotments at their disl'osal ; and he is required, as 
soon as an excess over an allotment becomes probable, to inform the 
authority concerned and to suggest the t4teps which are necessary in order 
to provide addit.ional funds. If n reference to a subordinate uisbul'Sing 
officer is sufficient to meet the requirements of the case, he will ordinarily 

. refrain from troubling the controlling officer; but he will meet thewish~ 
of the controlling officer if the lat.ter desires that a report should be made 
to him in any particular class of case. He is specially instruct.ed to exercise 
particular vigilance in this respect in the last. four months of the financial 
year and to bring any probable ,excess which then becomes apparent 
immrdiatcly to the notice of the head of the department and of the suu-
ordinate officer, if any, who is competent to regula rise matters. Scrutinr 
80 exercised during the month of December is of pHrticular importanct', lUI 
that is the latest month in which; requeHb:l may be submit.ted for SUIl:plc;. 
mentary iWlmands. ·In t.he followmg three months, the effort of the pay 
and accoun~ officer' will be concentrated on the prevt'ntion of exceHSeS ·OVt'T 
appropriation. Again, tlie pay and &CCOllllts officer is in a position to 
detect, when they flrstarise, the majority of the irregularities which form 
the subject· of paragraph 4 of this note, and can frcquently insist upon 
their rectification before expenditure is actually incurred . • 
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• 10. While, however, the initial responsibility for most .aspects of ex-
penditure control rests upon the p~y and accoun~1> .O~C~l·, this does notre-
le~ thc controlling officer from hili own' respOIlSlblbt11n the matter. He 
may take enry advantage of the vigilance of the pay and tlccounts otlicet, 
but he hiinself receives copies of his accoU\lts and is expeeted to draw his 
own deductions from them. It must be remembered that control of expen-
diture ilglliru;t appropriation cannot safeiy be based upon accounts figures 
only. In order to maintain a proper control, it is necessary to know, not 
only what hus been spent from u grant, but also what commitments lmd 
liabUities have heen and will be incurred against it. 'rhis ispar'ticnlarly 
desirable in relation to outlay upon important non-recurring objects, such 
as grants and contributions or supplies and services of various kinds. 'fhe 
pay and accountH officer will, os a general rule, have little or no information 
concerning such cOminitments, whether incurred by the controlJing officer 
hiulRelf or by officers subordinate to him" and it is essential that the (,,on-
trolling officer should make his own arrangements to keep himself fully 

.. acquainted ~with them. . He mllMt bear them in .mind, not only when con-. 
sidering proposals for re-distribution or re-appropriation of funds, but also 
when scrutinising the monthly accounts presented '0 him by the pay and 
accounts offic~r. If be examines the accounts of ~xpenditurc with reference 
to commitments, he may often detect Ii probable excess bef~re this has 
attracted the notice of the pay and accounts officer. He eRn thea, in con-
sultation with the latter officer, take timely steps to set matters right: 

11. As regards irregularities in the financial proceedings of sub-
orpinate officers, the controlling officer is not ordinarily in H. position to 
detect these and must rely upon the scnltiny exercised on his behalf by 
the pay and accountl:! officer. He must, however, remember that he him-
self, a.,q the authority which will answer for the expenditure, is keenly 
interest.ed in the prevention of irregularities. It is therefore most desir-
able that he should identify the pay and accounts officer, to the great.est 
posHible extent, with his own departmflntal organiMtion;, and t.hus add the 
greatest possihle weight to communications addressed from the accounts 
offices to Rllbordinate authorit.ies. Complete identjfi~ation of this ldnd 
will .. of course, not be posRible except where the PitY alld accounts officer 
Aerves a single department. In othtlr casell, it iii suggested that cont.rol-
ling officers lihould always be preparcd to issue to offieers under their 
control genel'aI or special orden; proposed by the accounts officer in' order 
to prevent erron; and irregularities. TIle Accountant General bas, in the 
~astJ heen too often regarded as u distant and hostile critic, whose deci-
SionS and orders s.hould, so far as may be, be qU~Htioned and ignored j and 
there is a danger that the pay and acconnts officer may drift into the 
same p~sjtio~. Th~s cannot happen if the 'PRY nnd accounts offi(!er is 
largely lde~t1fl.ed With the staff of the controlling officer. An order of the 
latter will be accepted by subordin!lt.e authorities in Ii very different Hpiril 
from that of an Accountant General ; and his timely. intervention will be 
a.mply rewarded if it operates to estahlish. among his ,)fficersa tradition of 
8l1bmitting legitimate claims in 11 regular numner. It is further Ru~g(~ted 
that cOJltrolIing (')fficerl'l should not. lose !!light of the desira.bilitv of Ruitable 
dis~iplinl1ry action' in ext.reme cases. Where gross ellrelessness. perhaps 
bordering on tiishonMty, or continned .and obsti.natp. neglect of rules anli 
orders is llDconntered, an exemplary pnnishment, the detail!! of wbjc.h c~n 
he communicated to other officers, will produce far more effect than a multi-
tude of' eircuJar~. and w·arning~. A system of indiscrilninnte punishment 

• 
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. has little to commend it ; but the proved certainty t6at th~ controllinit 
officer will;]).ot, hel:li.tate to take !revere disciplinary action when the cdr: 
cumstallce.s call for it must be a "aluable factor in8litablishing within a 
department that spirit of responsibility which is lIO grt'.atly to be desired. 

12. There will, of COll1'le, necessa.rily be IIOme tdight division of 
financial responsibility between a 'controlling offi('..er and his pa.Yand 
accounts officer. T1Ie former will remain primarily re!:lponsib1e for all 
expenditure from the grant or grantK at his dispol:SUl ; but there' will. be 
certain caRes in which he will be entitled to pa.ss on the whole or part I)f 
the responsibility to the pay and accounts officer. Thc latter. must, for 
example, except where he has been definitely over-ruled by the control· 
ling officer, retain entire l'cspolUlibility for the technical accuracy of the 
accounts which he compiles. The controlling officer is entitled to assume 
that the accounts are accurate and to regulate his expenditure accordingly.; 
though he may aJ.ways challenge the accuracy of any particular \lIltry and, 
in the last resort., may, if he is prepared to fnce an immediate challenge 
by audit, require tbep8.i' and. accounts officp...l to correc.t it. In the matter 
of sanctions to expenditurElf the primary responsibility rests with the con· 
'trolling officer. All sanctions are accorded by himself or by. executive 
authorities Rubordinate to him, And he mllst always answer for the acts of 

• his subordinates. If he fears a misuse of delegated power by an officer 
under his control, it is open to him to move the Finance Department to 
modify the orders of delegation. No part of the responsibility for an 
improper sanction can be passed on to the pay and accounts officer, unless 
it cltn be shewn that the latter was con~lllted bcfore the sanction was 
given and that his advice was followed ; though the pay and accounbl officer 
can he independently held to account for failure to detect an impropriety. 
Much the same is the case with bills, which are, in effect, claims to receive 
money. Here agai~ the claims are submitted by executive nuthorities 
and t.he responsibility for them reNts with the head of the executive. The 
pay lind aecount.s officer. on his side, is entitled to assume that claims are 
in accordllnce with facts and to accept as accurate t.he certificat.es of ad. 
ministrative authorities. If he is convinced that a certificate is inaccurate, 
he may refuse to honour the. claim Rnd leave it. to the controlling officer 
to over-rule him if he desires to do so ; and,. if he is doubtful as to the 
accuracy of a certificate. he may meet the claim provisionally and refer 
the case for orders to the controlling officer. These powers of the pay 
and accountl! officer do not. however, release the controlling officer from 
his responsibility. Many claims will come to t.he accounts office already 
countersigned by the controlling officer ; but it will be open to the latter, 
if he so deliires, tQ have the bil18 examined. in the pay and accounts office 
before he nppendlJ his countersignature. It will also be open to him, if 

'he considers this to he necessary, .to move the Finance Department to add to the classes of hills requiring his countersignature. He is thus fully 
equipped to exercisc his respon~ibility for claims submitted. If t.he pay 
and accounts officer has admitted and honoured an improper claim, this 
will doubtle.'ls be recorded against him and may serve, to some extent. as a 
mitigation of the lap'se of the departmental chief; but the latter will be 
required to· answer for the irregular claim to the Public Accounts Com·' 
mittee. The above examples will give a sufficiently accurate idea of the 
general position, and it is unnecessary to mUltiply illustrations. It. is 
sufficient to state that the pay and accounts officer 'Will he required to answ .. r 

• 
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·for mistakes which originate in his own office, such as technical irreg\1~ 
larities in ,his aCcolmts or payments nQt justified by t.he claims submittecl 
to him; for the rest, the controlling officer must accept responsibility for 
the expenditure from his grants, though he may at tim~ be able to plead, 
in extenuation of an irregularity, the fact that he acted on the advice ot 
his pay R,nd accounts officer. 

13. Reference has been made to the power of the controlling officer to 
issue written orders to his pay and accounts officer in any matter of 
accounts or expenditure. Cases may, however, arise where, although the 
controlling officer is strongly of opinion that the view taken by the pay 
and accounts officer is wrong, he is not prepared to take t.he responsihility 
of over-ruling hlm. In such cases, it iii open to the head of the depart-
ment. concerned to refer the qUCI:lt.ion, for the orders of the (}ovcrmuent of 
India, to the offioer on special duty in the Finance Department. The 
latter win olftain th(' nr.l'essar~' ordrrs, and will commun1cate them to the 
head of the department to the pny and accounts office and to the audit 
office. It may be added that the officer on ~pe~Hl duty will always be 
glad to consider any :suggestions for the improvement of the experimental. 
system or for the removal of defects in its working in particular offices 
which heads of departmenb; may care to make to him. ~ 
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APPENDIX VIII. 
Statement Ihowing the reoommendatioDi or sune.tioDI made by the 

PUblic Accounts· Committees 01 1828, 1824 and 1926, on which 
action Is still outstanding. 
I I 
i Recommendations or obeerva· I 

No. tiona made by the Public Ao. I 
counts Committee. I 

I 
1 I That wherever there is an exoess 

2 

l over the net grant and no eXONS 
<)ver the graM grant., roooveritlS 
having been less ~an antioi· 

I patcd, the formal autlfrity of 
the AMembly should be required 
for suoh ex0C98. 

That. tho QQveniment IIhould take 
st,eps to study thoroughly the 
qut'.stioll of devising adequate 
methods to ensure the watch· 
ing of progl'68l! of expen<;1i ture 
in looa.l areas from hcadquar· 
tel'!!. 

3 'fhat it iM desirable to amend and 
simplify the leave rules, and 
that the dooision in this matter 
should bo expedited. 

4 'I:hat it Is dMirable that an inven· 
tory of all Govemmont proper· 
ty, buildings, etc., should be 

• kept, and that the adequacy of 
the existing systtlm of ohecking 
dead stock registers should be 
oonsidered. 

Ii That mere provision in the revised 
elltimatM is not suffioient to 
prevent, an exoess a.nd that 
specific applioation from pro. 
per authority for a grant is 
necessary. 

6 Suggestion tha.t new and important 
items of expenditure not con· 
templated when the original 
estintates were ftamed, of which 
the OOlLt can be met from 11& vinga 
within the grant, Moulel be 
brought to the notioe of the 
Assembly by means of a token vOte. . . . 

• 

J 

Referenoe 
to 

Report. 

Report of 1923, 
page 6, para.27 
0.180 Report of 
1924, page 9, 
para. 27. 

Report of 1924 
page 4, para. 9. 

Report of 1924 
page II, para. 
23. 

Report of 1924:, 
page 11, para. 
35. • 

Report of 1926, 
page 6, pal"&.12 

Report of 1926 
page 9, para. 
20. 

ll.emarks. 

This matter is dealt with in 
para. g. of our report tor .,~ 

this year. 

Rules have been issued on 
the subject. 

This question is still under 
consideration. 

Thill question is still under 
oonsideration in oonsulta-
tion between the Auditor 
General and the Indus-
trit'Jl and Labour Depart· 
ment. 

Steps are being taken for 
the issUe of necessary 
instruotioTIII. 

This niatter is dealt wi1lh 
in para. 19 of our report 
for this year. 



No. 

, . I 
Recommendations or ohlOrva- I 

tion. made by.tho Public . 
.Aoceunts Committee; 
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Refel'eDce 
to 

. Beport. 

7 i'&at a l8p&ra.te Accounts Office at ! Report of 1925, 
Peahs.war for the N. W. F. l)ro. I page 12, para. 
vince be establiabed. 28. 

i 

8 That in all cases whtll'tl the expen- i Report of 1925, 
diture exceeds tho· amouftt pages 13-15, 
granted by the Auembly, paraa.30-33. 

• though the tlxceSI is covered by 
allotment of funds from the re-
alii've, sttpl! should be taken to 
obtaIn a grant fl'om the As8Omb-
Iy to cover the exC8BS. 

9 Question whether grants B&Ilotion· 
ed by the Legislature should be 
for groM or net expenditure in 
CIUIOS whero recoveriell ooour: 
which may be taken in reduc- ! 
tion of expenditure. 

Report of 1921, 
pages 16-17, 
p&r1Ul. 35-36. 

Remarks. 

Chief CornmiHaioner's uti-
mate of cost of providing 
buildinga, etc.· is being 
awaited. 

'I'his mat«lr il dealt with in 
para. 12 of our report for 
this year. 

• 
This matter is dealt with in 

para. 9 of our report for 
this Yo&l'. • 

10 'l'hat the question of the treatment ; Report of) 925, 'l'his matter is still under 
of Ioaaes of revenue due to fraud,; pages 17-18, oonsideration. 
defalcation, etc., ae a. form of: para. 38. 
eJ:penditure be considered care- I 
fully by the Govemment of i 
India. 

n That, in order to avoid the risk of ! Report of 1925, 
defalcation, fces in respeot o,! page 18, para, 
minor services rendered by Gov- i 39. 
ernment, e.g. passport fees: 
which are tralllmlitted direct by i 
the collecting officer to the trea- ! • 
lIury. should be collL'Cted by , 
means of etampa. 

i 
12 Introduction of a system of inter- : Report of 192.';, 

nal oheck on Customs rpoeipts. I pages 1&-18 
which will ensure an effiCient! para. 40-41. 
sorutiny of tht.l oollection of i 
luch dues. 

13 Question of impro\1ng the proce-
dure for preventing technioa) 
exces_ Over grants oaused by 
the ditJloulty of estima.ting tbe i 
percentage' for establishment' 
and tools and pla.nt in the oaae 
of worke expenditure. 

II 

. ,. , 

Report of 1925, 
pase 23, para. 
52. 

• 

"iews of the Departments 
ooncerned on the feasibili. 
ty of the Pl'9pos&l have 
boon invited and the Gov-
ernment of India hOpe to 
.arrive at a dec.isio}l 800D. 

• 

This matter is dealt with in 
p8f&g1'aph 29 of our 
report fOJ:. this year. 

'I.'he question is under in-
velltigation. 

• 



· . 
93 

No. made bv the Publil~ Acoountl! to R,emarks. 
Recomnlendatiom'or observations I' Refp,l'ence 1 

1 ____ .-.·_cO_t_U_m_it_tee. J Report. 1_, ________ _ 

l' That the Military' , Appropriation I Report, of ) 925.1 The Auditor General'is OOD-
Report be recomtituteci on the page 27. para. sidermg the proposal tit 
lines of the' recommendations 66. consultation with the F_ 
made in the Report of Enquiry . A., M. F. 
and aooepted by the Govern-
ment of India. 

15 That the system of coat aocQUnt-
ing should be plaoed on a simple 
and intelligible basis which will 
provide an effective check on 
the purchase, Btook~ and coo-
sumption of Military 8to~. 

Report of 1925. 
page 27., para. 
67. 

This matter is dealt with ill' 
paragraph .. '14 pf our report 
for this year. 
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APPENDIX IX . 
. ' 

llemoradum No. M17-Ibt., dated the 10th Aupst 1926 furniahed .by 
·the Jlinancia.l Seeref&ry. 

SUBJECT :-AdcUtiom to fW'n-'fJoted grants made by the .Fi'nMlce Depart-
• ment. 

At their meeting on the 26th July 1926, the Public Accounts Com-
mittee observed that where an excess over a voted sum' was anticipated the 
Government of. India applied to the Legislative Assembly for a supple-
mentary grant, whlle in the case of . non-voted expenditure the Finance 
Department made the necessary additional apropl'iation. The Committee 
desired that the possibility might be examined of supplying to the AS8enibly 
information as to the additional sums provided in the course of the year 
for nOll-voted expenditure. It is. underst.ood that the intention was that 
the Finanee Department should pr()duce fOT the information of the Legis, 
Jative Assembly at a comparatively late period in the financial year a state-
ment showing the additions and reductions 'whicil had been made up to 
dab~ in non-vot.ed grants. The question has ~en carefully examined by 
th!! Pinance Department, and in its opinion it is clearly desirable that the 
figures, if furnished, should be as near finality as possible. It is Bcord-

. ingly considered that. the best method of showinFt the figures would 'be to • 
put thl'm up at the same time as the DemandB for Grants are presented 
to the Le,;rislative Assembly so that they may be open to comparison with 
the reviMf"d estimates of expenditure from non-voted grantR which will 
8!lpear in the Demands for GrantA. If the Committee agrees, this proce-
Qure will be adopted with effect from the Demands for Grants to he pre-
'Sf'n~d to the Legislative Assembly in March next. 
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APPENDIX X. 

.. 

Bxtra.at from Proceedinp of the Conference rinanai.al Bepresentati .. , 
1981. 

:l$ubmisliion of [hmo/Ita" for ezpentliturein EnglMtd, to Pro"i7f,t~ial 
Legislatures. 

As uniformity of procedure was considered desirable, the q~lel¢iUD 
"R~ referred to a b'Uh-committee collliisting of a representative of ea<:h 
province "ndSir Frederic G&untlett. 

• • • • • • 
Reports of sub-committees. 

The Conference next considered and adopted the reports of the 
!Sub~eonllllittet-'! appoint.ed on the first day. As regards the first l'~p<trt 
(Annexure A) Sir Williqn Keith explained that the procedure followed 
by the Government of· BUrma gave the ~:igh Commissioner and thc Se~re· 
tury of Rtate considerably greater power than that sugge~ted by the l'l'port 
of the ~ub-Committee ; ~e therefore propoRed to make ·no change unless 
the High Commissioller tIUld the Secretary of State desired Burma to 
come mto line with other provinces for the !!lake of uniformity. Mr. Briscoe 
stated that the Government of Bihar and Orissa adhered to its view that 
it. was unneCessal'Y to show stores expenditure uuder the subject Demand 
unlc66 the amoullt involved ww; considerable and did not deltil'e to change 
its practice wlless it wall felt that absolut.e uniformity was essential. 
Sir F. Uauntlett explained that uniformity of accounts classification would 
be (~lIential and that it waH convenient. that the form of the mIdget 
est.imate should be comparable with the form in which the appropriation 
8('counts were finally compiled . 

• • • • • 
PROCEDURE FOR SUBMISSION OF DEMANDS IN RESPECT OJ!' EXPENDITURE IN 

ENGLAND. 

• 

Members of the Sub-Committee. 
The Hon 'ble ~ir WilliaD/. K~ith .. 
The· HoD .. ~ble'Mr .. T. lik·Moil'. 
The Hon 'ble Mr. H. S. Barnes. 
?wi!' •. Milel;l I~viDg. - .. 
Mr. G. Wiles. 
M.~, J;., A.. Woodhead. 
Mr. B. K. Briscoe. 
Mr. ,A. E.·,H .. Blunt 

. Sir Frederic GaunUett. 
Mr. J. E. C. Jukes. 

As regards expenditure on Rtores, all t.he Members of tile Sub-Committee 
save one siree that,. for practical reasons, it is desirable t.hat provision 
for- all such expenditure should be made in the revel ant subject grant. 
The representative of Bihflr and Orissa adherell to the view of his Local 
Government that this method should be used in those cases only where 
the outlay is considerable. Where it illl insignificant, provision should be 
made for it in the grant f~r expenditure in England. 
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2. Eliminating ~tOl'C~, the great bulk of the l'e,~niJ1g, bome expenditure . 
is incurred on loave salary :and pctVrl~)1ls. 'I'llI' Ruli-Conlluittee j,,; unani-
mous in thinking that hit{ unnt'cc:;sury1 0 provide f~r theN~ ehal'ge:.1. which 
are u.,"IuaUy inevitable,. hi the subject gritnt.'lhowevcl' hell'\'Y they Inay 
be. Jot, tlierefore,recommcnds that all eX})l:'n(litnre in JcJnghmd, otlwr ,than 
expenditure on sto~, should he included in the grant for expenditure in 
England and not .in 'the Elubjectgl"8llts. The Su\)..Committt.'C thinks it 
desirable to reserve a. right to include in 8' subject grant ana not in the 
English grant nny very item of miscellaneous expenditure in England 
were such expendit.ure contemplated in any year. 

3. AU Members of the Sub-Committee agree in recommending that 
tl:J.ere should be a single grant for expenditure in England. apart from fhat 
on stores, which should cover the, outlay of both the Secretary of State 
and the Higll Commissioner on 'both reserved- and transferred subjects, 
They conSid.er that, in view of the comparative unimportance of the voted 
expenditure involved, practical considerations shMuld in thiR C8~e prevail 
over strict considerations of constitutional prOi'riety. 

4. 'fhe Sub-Committee unanimously recommends that the Secl'etary 
of State and the High Commissioner should be given powers of te.appro-
priation, each within his own share of the combined grant. Re-apprOpria-' 
tion from the one share to the other should be effected by the Local 
Government alone. The powers of re-appropriation conferred should, as 
I1lggested by the Government of the Central Provincea, cover the transfer, 
(If funds :- ' 

(i) between the allatments for non-voted expenditure r 
(ii) between the allotments for voted expenditure ; and 
(iii) from definite savings in the voted allotmenttr to meet an excess 

over a non-vot.ed allotment ; 
and be subject to the conditions that, without the previouR consent of the 
Local Government, no re-appropriation should be made: -

(a.) to meet expenditure of a kind for which no provision has been 
included in the budget 88 voted by the Legislative Council, 
~' . 

(b) which will have the efl'eet of increasing the ex}Je1lditure on an 
item the provision for which has been speciflcally ~duced by 
vote of the Legislative ConneiI. . 

The Sub-Committee further considers that the powers of l'1J-appropl'ia-
tion should not be utilised to ereate a new recurring'liability. 

5. The Sub-Committee agrees that Gain or LOS8'byExchange shouJ,d' 
be exhibited in the same grant in which the revelant expenditure appeari. 
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APPENDIX XI. 

JIemor_lQIlf1J1'Dillled ~ the Aea91l'1\l~ OenoralJ Ontral .. ..... 
with reference to para. 1 of 0. 'Pro .. """, or the 18th ..... of 
the Public A.ccount. Oommittee held 011 the Srd Aq11It 1_ .. 
It appeanJ that the question of classifying the charges in connection 

with the maintenance of s. K ••• Dufferin II came up for decision in' September 
1924 and that as the Commerce Department of the Govf'rnment of Iudia 
were directly concerned in the matter, the Accountant General, Central 
RevenueN, held, nnder Article 181 (1) of the Audit Code, that'they should 
be accounted for under' 22 General Administration', the only major 
head appropriate to the expenditure of that Department. • 

2. The (IneHtion of obtaining a supplementary vote was apparently 
not considered, 8H the Finance Department reappropriated I-t.;. 1],000 from 
~vin~s within the provision for the Commerce Department. Perhaps 
it waH not realised that. the expenditure might be held to be expenditure 
on a new service not provWIed for in the budget, and that it might there-
fore be necessary to approach the Asseemhly for a supplementary grant, 
even though a tok!'n grant. 

3. OIl the inHtrudions (If the Auditor General the chargt'H in connection 
with this vessel are now being accounted for under the grant for C>osts 
and Pilotage (Central). ' 
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APP&-;DIX: XII. 

_1l1II f~..':rli" C ........ ree Depa.rt~nt with reference .~ 
para"8 of the Proc . s of the 18th. Keetinrof the Public Accounts 
Ocr=nittee he,ld on tlle· rd AugUst 1926. 
Provision for the Indian Trade Journal is made under" .Stationery 

&Dei Printing ". Commerce Depart.ment has on record a report from the 
Director General of Commercial Intelli~enee to the effect t.hat fO«' the 
year 1924-25 the cost of produC;ing the Journal amounted to Rs. 14,200, 
credit by scales amounted to Rs. 14,127 and by advertisements to Re. 
22,690. The net pl'QCeecis or balance in favour of Government was, there-
fore, Rs. 22,617. Even if some deduction were made for overhead charges 
in the Publication Branch, the net profit is probably about Rs. 20,000. 

1·.·· 
1" 

APPENDIX XIlI, .. 
Adequacy of the charre of S per cent. levi" on store I obtained by the 

JOrh OO~ODer. . 
A eharge of 2 per cent. for departmental expenses is levied in the • 

c&8\.of st.ores supplied through the agency of the India Store Department, 
Lolftlon, to provincial Government, IJocal Funds, Railways, Posts 
Telegraphs, Imperial Irrigation Services, Indian States, private indi-
viduals. etc. This charge is of very old standing and was suftl-
cient to cover the costs incurred when partically the whole of the 
stores required by the Government of India were purchased through the 
London Stores Department. In 1922 the question of the adequacy of 
the charge was taken up with the High Commissioner and it was then 
found that it was satisfactory. During the year 1924'-25 the purchases 
effected by the India Store Department diminished considerably in volume 
and the precentage of departmental expenses incurred rose to 31 per cent. 
This was due to the smaller volume of wark carried out for State Rail-
ways and also to the fact that it is the policy of Government to make 
increasing use of the Iridian Stores Department. It is difficult to say 
whether the 2 per cent. charge will continue to be unsatisfactory in future 
years as Government have now taken over the management of the East 
Indian and G. I. P. Railways and it is possible that the volume of pur-
cases through the London Stores Department may increase. 

2. The Hon 'ble Sir Basil Blackett stated that if the departmental 
charges are not sufficient to cover the expenses incurred, as was the case 
in the year 1924-25,· the Central Government is ¥tually incurring an 
expendit'O.re on behalf of provincial GovernmentI'! which is not desirable 
after the reforms. The Committee, therefore, considered it neceASary 
that th~ question of the revi~ion of the departmental charges should bE'! 
:,e-examlDf'!d. 

APPENDIX XIV. 
Memorandum furnilheci by the Director of Army Audit on the proposal 

to relu audit in regard to a number of war items. 
As a result of the Great War, and of the Afghan War and other 

~ostilities on the North 'Wf>Rt Prontier of India. the Military Accounts 
Pepartment bud t.o be expanded far beyond itl'l·capacity. Consequently, 
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nearly every Military Accounts office w~ composed 81m~st entirely of tem-
porary men, many of the officei'Salso being new to thc Work. Further, in thi 
aaminl8ti'ati~~" serviees-, especially'what is now'··tM· Military Engineer 
Service, there was a very serious Nhortage of officers familial' with the 
financial side of their duties ... Later, when the Military Accounts officers 
becaiJiereorganised, it was found that enormous balances were outstand-
ing, in their Objection ~ooks, of items which could not be passed in· audit 
for want of various aurnt requirements. Under" M. E. S." the mOlt 
common audit requirements which were lacking were, want of estimate, 
excess over estimate, want of vouchers. It is not perhaps neecll8ary 
to give further detail of the missinlC audit requirements. This load of 
objections, it was found, was occupying a great deal of the time of Con-
trollers of Military AccountR and of adminilltrative officers and prac-
tially no advance towards its clearance was being made. The sanction 
of the Secretary of State to the admission of the expenditure which could 
not be paued in audit was necessary.. The position W88 e~lained to the 
Secretary of State ana a table of cases Rent to him 80 that he could form 
an opinion of the natu~ Ind .extent of the outstandinp which had been 
referred to him. The Secretary of Stnt(' approyerl of the principle that 
the Goyernment of India should be empowered to authorise acceptance 
of thill outstanding expenditure in consultRtion with the Auditor General. 
Lists of outstanding items are heing obtained from Controllers of Military 
Accounts and scrutinisAd in andit and their disposal is now well advanoed. 
The matter is being referred to again in the Audit Report for 19250-26. 
The bulk of this expenditure '\vhich could not be passed in audit falla 
under Military Engineer Service as already mentioned. The other main 
heads are Ordnance and Royal Air Force. Apart from these three main 
divisions, there are only a few items of unimportant amount. 

A few typical examples are appended. In nearly all the cases there 
is a strong presumption that there was little, if any, actual 1088 : the absence 
of accounts records, payees' receipts, etc., nece8siate the treatment of 
these items as items of loss though in almost all cases there is information 
available indicating that the services paid for were actually rendered or 
that the stores apparently lost must in fact actually have been ued. 
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SUbject. Amount. 

• 
A. D. letterer 

Da~ of wri~ off. DeI~tob to Bee,.-
tary~S~. 

_-_____ -'-__ -1------1--------1------------
RI. a. p. 

A.djUl~ent of the expenditllnl I 9,172 III Ii July 1917 
outatanding in the account. 
of A. C. R. E., Derajat, for 

.• want of voucher •• 

jdmjuion ~ audit withoutvou~ 
ahers or deN.il8 of personal 
clothing and neceBsariee i •• ued 
to recruit8 of thtl 49th· Benga. 
lia, of which no proper ac-
counts have been kept by the 
O.C. 

Deficiency of technioa),tores in 
No. 15 M. T. Coy. Quett3 
written off. To render! thie 
unit mobile, after a Board of 
Enquiry had found that it 
was unfit for immediate aero 
vice. certain teohnical atoree 
were required and. working 
on the aS8umption tha.t such 
stores had been origi~Uy on 
oharge of the unit. 1088 8~te· 
MIlJlta were submitted. 
OwiIl@ to the ignorance or 
slaclmees of the units' officers. 
no books or vouchers wel1l 
kept and it is doubtful 
whether the articles were ever 
i8sued to the unit in the first 
instance. 

Regulari8ation of t.htl sum Ollt· 
8tanding a.go.iIlllt the Offioer 
Commanding, Supply Depot .• 
Jamrud, in reepect of certain 
stores supplied to him. No 
actual 10118 was involved. 
The stores were issued to 
units by the Supply Depot 
Bud noot'!llsary rtJ(~eipted vou· 
chers were obtained. and sent 
to the audit ofiicer, who can. 
not now produce tllt'> V()l1· 

cht'1'8. 

86.1}49 12 8 I April 1922 

! 
• 

56,602.11 0 I .Tune 1922 
I 
I 1 

.')/),12() 4 0 March IltM 

• 

• 

A. D. letter No. 
24310·1 (lIL W .6), 
datecU3rc! Atlguat 
192~. 

A. D. let~r No. 
34702.1 (Q. M. G. 
12), d&ted '211t 
April 1922 . 

A. D. letter No. 
44209.2 (Q. 8). 
dated SOth ,June 
1I'.l2. 

A .. D. letter No . 
1)3329.1 (Q, M. G. 
(l.A.), dRte 10th 
March 1924. 



AP~ENDIX ,XV. 

M:eiDorandum OD the lleconstitutiOJi of Postal &DC1.'" 
Telegraph Acoounts. 

This memorandum. which describes briefly the various 
dficision!'l thnt h1lY(> heel! rc>ached in connect.ion wit.h the reconst.i-
tution of thf' aCL'OuntR of tho Indian Postal and Telegraphs 
Department in accordance' with the principles of commercial 
book.keeping, lIas been preparen for the information of the 
PllbJic Aeconnts Committee bv the Ac('ountant General. Posts 
and Tt'legraph8 Rnd fhf' Finaneial Ad"jr;er, POStH and Telegraphs. 

2. The D.eed had long been felt for a re-organisation of the lD~ot 
accounts of this department flO that they soould exhibit .. tbe •• 
accurately and clearly ~QI8ible its true financial position,&Dd 
enable all concerned to asceriain readi1~r tberefrom(l) the ox;teut 
to, which the depal'tm~nt as a whole was imposing a burden em 

• the general taxpa:rer or bringing in revenue to the EJlicheq.\lIer, 
(2) how far ea(!h of the three constituent brancheR of the 
department, viz .• Post Office, Telegraphs, and Tele-phones, was 
contributing towards this result, and (8) &8 a dbeet deduotion 
from (2), whether the rates charged to the public for the various 
postal, telegraph, and telephone services "fere inadeq.uate or 
eXcf'Nsive. The first definite step was taken in the year .1920 
whcn it was decided to obtain the assistance of some eminent 
finn of Chartered Accountants in the examination of the exilJl:ing 
system of accountR ft., a preliminary to their recoutitution. 
This decision was announced by Sir Malcolm Hailey during the 
debate in the Legislative Assembly on the blldget -tor the year 
1920·21. The Secretary of. State was able -to secure the services 
of Messrs. Price, Waterhousl!' & Co. of London. whHe reJ'1'esen-
tatives toured the country in the foHowing two ~ears' :and sub-
mitfed 11 number of reports which were considered in peat detail 
with the help of the Auditor General. The examination of the 
reports indicated the ne<!eRsity for certain changes in the 
fundamental principles of the accounts and these were refel'!l'8d 
to the Secretary of State for his orders. The Secretary of State 
appro,·ed in principle the inRtitution of a Depreciation Fund 
to provide for the timely renewal and replacement of as.C!ets and 
t~e iMt.itutioll of a properly prepared ProHt and fJoss account. 
It mlly here be mentioned that the proposal to eommercialilre 
the aC(~ounts of this' department (to use a somewhat loose expres-
sion) receh'ed wann snpport from IJord Inchcape's Committee, 
and the same policy was strongly- advocated by various non-
oftlcialm(,mbers of the Legislative Assembly. . . 

3. The J'lrelimin~ries having thus been settled, strenuoUl 
effort.fI Wf're IDl\de to effect the change 1\8 rapidly as poss~blo, 
hut IlS will be 1.'eadily understood. the work hall proved very 
diftleult and tedious nnd it has required three yeais' sustailled 

• 
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e1fort to bring it near completiOn. In order to meet the impera-
tive demap.d for the recoIllititution of the accounts as early as 
possible, provisional decisions have been given on a nwubef' ot, 
important questions so that the budget. for the year 1925-26 
'might be preljented to the Ali8embly in its new form. These 
decisions still await the final approval of the 8eeretl1ry of State, 
and their application may also be modified in detail as experience 
brings out faultlS. Hut in view of the great public intere!!t that 
has been displayed in the matter the Government of India have 
decided to take this opportunity of explaining their intentions in 
order to remove a good deal of misundersUlPding that seems to 
exist on the subject and also to obtain the benefit of any advice 
and criticisms that the Uommittee may wish to offer. 

]J"'~.. 4. }4'or the declaration of thc policy of Government in rela-
..uer. • ti<1D to the Postal and 'felegraph Department of which the 
, change in accounts is lllerely a form of' expression, members 

are referred to the IJtatement made by Ahe Honourable Sir Atul 
Chatterjee in the Legislative AtitsemiAy on the 12th March 1924, 
during the debate on the Postal and 'felegraph Demand for 
Grants for 1924-25, in reply to :Mr. Neogy. lie said' • 
• • • • • •.• • " I entirelv 
agree with Mr. Neogy in considering that the Post Office should 
be looked upon as a public utility service. But in the same wtJ;1 
as the Uailways and any other organil>ationlJ which are for the 
benefit of the genc,al public and are looked upon as public 
utility services should at the same time pay their way, I 
consider that the Post and Telegraph Departmt!nt should pay 
its own and 1 .have the authority of my lloDOurable Colleague, 
the Financial Memuer, in saying that the GOvl!l'.mllcnt do not 
look to the Postal llnd Telegraph Department as a revenue earn-
ing Department. 1 hope this statement will satisfy my llonour-
able friend. At the same time, 1 wiLih him to understand that 
there is no. realSon whatever why the rOllital and 1.'elegraph 
Department, if" it ill properly managed should be a burden on 
the tax-payer. It has to be remembered that the Oove.rnment 
enjoy a valuable monoply in the Postal and Telegraph Depart-
ment and in my view that mono ply should be so worked as to 
bea'sou,ree of benefit to the general tax-payer without being a 
burden on him ", Sir Atul'sstatement defines exactly the 
objects that have been kept in view in considering and introduc-
ing the various changes that are now reported °for the informa-
tion of the Public Accounts Committee. 

General Prinoiples. 
5. Before describing .in detail the more important of these 

changes it will be necessary to indicate and examine at some 
length the broad prinoiplcson which the whole reconstitution is 
based. The decision to institute a depreeia:tion fund' has already 
been referred to, and particulars of \he procedure for maintain-
ing and operating this fund are given in a ~lI:ter section ,of. this 
memorandum. The other fundamental deCISIOn, on which the 
whole 're-organisation hinges, is that requiring the preparation 
in accordance with the principles of 130mmerci&1 accounting of 
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an. a.m~n~.J>rofit and Lo~ aC~()ll11t, of the depal'tmeht. Befort! 
thl~ d(lCISIOD could be curled mto effect a number of subsidiary 
deClsions had to be taken on various important matters!>f 
principle which will now be discussed. . 

6. It W88 decided on the recommendation of Ii co_ren(\e~ 
assembled by the Auditor General that thH Profit and L08l;~'-1.; 
account should be a real account in!;ide the Government accountiS.a.o ..... 
Member::; of the Committee will be intel'ested to know that thitl 
repre!;ents a considerable advance OIl the accounts of any com-
mel'cial u~dertaking of the State either in India or in Engla.nd, 
because, m every other case the commercial accounts of big 
departments, like the British Post Office, are pro forma accountH, 
that is to say they are not accounts which fofm part of the 
general Government accounts rendered to the representatives 
~f the nation. Thc Government of India considered and definite-
ly rejected the practice followed by the British Post Office. of ~ 
having two sets of accounts, one in the form usual to Govern-
ment accounts for pr~Rtntion to Parliament and the other based 
on commercial principles to ascertain the exact financial result 
of the year'R working. The advantages to be expected from the 
decil!lion to make the Profit and T.J088 account of a commercial 
departm('nt an integra1 part of the public accounts may appear 
at firlit sight to be purely theoretical. The Government of India 
are nevertheless convinced that the decision "must inevitably lead 
to eeoDomy alld greater accuracy in accounting. From the very 
naturc of t.hings, 1\ pro formft account does not receive the same 
scrutiny or (',mnumd the ::;arne esteem as does a real nceount. 
The ps;'choloA'ical effect of a commercial nCClOunt both on those 
who render it lfHl on those to whom it i.'1 rench-red is one of the 
most important purpo~es to he kept in view. It can hardly bp 
dii'ipnted that t his etf('(~t is g-rtl8tr.r in the caRe of a real account. 
While this c()n~idt'ration iR of gl'(·'at importau('.{l in the account-II 
of any large Government. dpplrrtment it is douhlyimportant 
in the cllSt" of the Postal and Telegraph Department which is 
utiliseci, on account of itA widespread organisation, by otheT 
de'tlHrtments to perform multifarious· "ervices wlJich are not, 
strictly speaking, included in its ordinary functions. For 
inl!ltance, military penl'ions are paid through Post Offices ; pay-
ments for salt are made into the Post Oftice ;8 growing Saving!! 
Bank with a large number of branches is managed by the Indian 
Post Office Rnd a considerable amount of our socurities are sold 
through the same agency. AM a natural corollary of the decision 
just referred to it follows that the Postal and Telegraph Depar~· 
ment mUlit reeeive real creditll in reRpeet of the value of thes'! 
services. Obviously. a department utilising the services of the 
Post.al and Telegraph Department does not pay the same atten-
tion to a hypothetical a~essment of remuneration for the work 
it p~oAes to do through Post Offiee ftgtltlcy as to anaetual 
JJaim that .it Will have to provide for in, and meet from; itR 
own bildget. In the.latter case the. depa;tment s~~ed beC()~es 
at once directly interested not Q1lly In seelDg that It 1snot belllg 
overcharged but also in watching that due e(!Onomy is observed 

• 
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in regard 10 such work. From the questions that have been 
asked and the resolutions that have been moved in the Assembly 
from time to time Government are inclined to think that members 
.:>f thc Public'Accounts Committee will appreciate the importanee 
and utility of this decision. 

t~ 7 .. "Membcrl!i of the Committec are aware that Government 
;'~'" accounts ure ba!\ed on l1('tnnl r~ceipts and disbursements of the 
uaau.ouoDa.yeur and do not ordinarily take int6 account allY liabilities that 

JllHy remKin unliquidated or receipt.s that may remain unroalised. 
In ccmmereial eoneerns, on tht' other hand, the anllual Profit 
Hnd l~oss account if; bused 011 "earnillgs" aud ,. working 
expensl's ". The ('ommercial methou i~ .nct uriknown to Stlltt 
Rccounts and tbe account!:' (If ~late Rflilw~ys w()rk~d by Com-
panies afford a familiar example. The adoptiun of a similar 
principII· ill Postal and 'l\'legrHph uccounts has received very 
detaile,l ('oI1l'lirh'rati(l)l IlS it was retLlised that there are sound 

.. practical reasons for the commercial practice which ::;ceks to 
allocate receipts aud cxpenditure to the yeas,t.o which they relate. 
Non-State trading or manufacturing co»eerns generally aim at 
milking and distributing profits to partners or dividends to 
shareholders. The personnel of partners or shareholders mOay 
change from year to year by demise of partner or transfer of 
shares, and it is therefore of great importaDce that the profit 
(or loss) should be -det.ermined for the" accounting period" 
so that any particular partner or shareholder may receive the 
profit produced during the period of his connection with the 
enterprise. Further a partnership or business is subject to 
taxation, and may at any time be wound up or go into liquidation, 
circumstances which afford additional reasons for the accurate 
determination of profits for an accounting period' 

8. It was realised that the conditions in a commercial depart-
ment of Government are in some respects essentially different. 
It!! purpose is not the distribution of dividends but the provision 
of a public .l!Iertice. The functions fQr the performance of 
which these dlPartments exist are 888umed by Government either 
because the :4iagnitude of the undertaking places it bey-olld 
private enterprise or to secure the retention by the State of an 
important monopoly. The termination of these activities ia 
hardly even a remote poasibility. Taxation of such a depart. 
ment would only be by Government itself and meticulous aecltracy 
in the assessment from year to year would be unnecessary. 
NevertheloM it was recognised that if the new accounts wl\re 
to serve tbeir main purpose of enabling Government to carry 
out their declared policy in regard to the Postal and TelegraJUl 
Department (see paragraph 4 above), the discrepancies between 
"earnings" and actual receipts and between "working 
~xpenHe8 " and actual disbursements could .not be wholly-ignored. 
It W8.'! therefore ordered that each partieular class of tran.~c­
tionH Rhould be conHidered on its meritH with a view to (let!l'min-
mg whether II rigid adherence to the pr\'nciple, requiring an 
adjustment to be made for" overlap" wou ~ canse ~ndue incon-
't'enience or 'for any other reason would ,be mexpedlent . 

.. 
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9. The principal claas8S of tr8Jl8actions concerned are ad 

follow:l-
Beceipts-

(1) Sale of stamps. 
(2) rrelephones rentals. 
(3) Heceipts from other telegraph administration&. 

Expendit-ure-
(4) Purehuse and manufacture of stores. 
([j) Mlmufacture H nd printing of stamps lind postal 

stationery. . 
(6) Expellditure on renewal lind replacement of wasting 

a~sets. 

(7) Pay of officers and establishments for March dis-
bursed in April. 

An adju..<;tnwllt ill Ilctllall~made in respect of th~ sale of stamps, 
the IHrgest receipt item to dtlow for fluctuations in the balane~ 
of stamps nnsold to the pulllic in the hands of the postmasters 
and tt·le~raph masters on the 8Ist March. 

In regard to expenditure item (4), no special adjustment 
is ntlcessary so far as telegraph Rtores are concerned since pay-
ments for iuch stores have always been passed through a stores 
su~pen!le account. 

There has in the past been some irregularity in the expendi-
turt> on UlIlDufactllring and printing stamps and postal statronery 
but thi!'; haN been caused largely by the change in the Rystem of 
purchase and issue, which resulted at one time in the holding 
of an abnormally large reserve. The manufacture of stamps, 
etc., in the recently established Security Printing Press at Nasik 
should tend to stabilise expenditure on thig item. 

The institution of a depreciation fund ensures the inclusion 
in the yearly revenue accounts of the proper am'ount required 
to provide for the wasting of assets irrespective of the actual 
expenditure on rehabilitation in any particular year. 

10. After careful consideration of the above a.nd other minor 
items. it ·hasbeen decided that generally speaking the disturbances 
due to fiuctuatioM in the " overlap" from year to year of 
receipts and expenditure in the Postal and Telegraph Depart-
ment are not serious enongh to justify the opening of a general 
sWlJ>eDse head in accordance with the conventional commercial 
practice. The comliderable interval between the end of the 
oflieal year and the final closing of Government accounts tends 
further to eliminate inaccuracies in· this respect. 

11. !he case of pensions, which r~present a l!abi~itymatur-~ ..... 
ing conslderMly after the date on whIch the servIce IS rendered 
was specially considered and. it has been. deeid~d that the actual 
payments of Postal and Telegraph pensIOns wIll be made from 
:he g'('neral Exchequer and that the Postal and Telegraph 1)6-
Jartmf'nt will make each year a contribution based not on actual 

• 
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payments during the year but on the pensionary liability to be 
me·t on the retirement of the employees then in the service. 
For the present the contribution has been fixed at 50 lakhs of 
rupees per annum, exclu!!ive of extraordinary pensions or those 
granted under the provisi()~ of the Workmen'!,! Compensation 
Act. The amount fixed represents Ii sum roughly equivalent 
to a fifty per cent. increase on the actual paymentN of Postal 
and T.ilegraph pension!! in the year 192:1-24. This amount is 
subject to revision on completion of a special actuarial rexamina-
tion of thc depal'tment·~ pensionary liability, now in its prelimi-
nary stag-I'!. 

:t::a=t 12. The question of basing the classification of expenditure 
~e3as between Capital and Revenue (Working Expenses) on its 
........ nature or alternatively on the sonrce from which it is financed, 

JJ.s weU 8S the cognate question of interest, received very p.l'reful 
consideration from Government. As regards classification it 
has been decided to adopt the former' alternative under which 
all expenditure <'f a capital nature .,lfWuld be treated as such 
according to the ordinary principles of Accountancy. At the 
same time it has been decided as a mealilUre of ordinary financial 
prudence, that expenditure on articles of a perishable and 
ephemeral nature or below a certain monetary limit should not be 
treated as capital expenditure. The general monetary limit for 
the Indian Postal and Telegraph Department has been fixed 
at Rs. 250 applied to the total cost of any work, but some 
exceptions have been made in special cases. On the queHtion 
of· the 'source from which capital expenditure will be financed, 
Government have, after full cons1deration, decided to ndhcre to 
their· past practice of charging expenditure on Pgsf Office huild-
ings and railway lUuil vans again.-;t. the revenue grant. So far 
as theacconnts of the POHtal and Telegraph Dcparl·ment al'~ 
concerned however, expenditure on Post Office huihling:-; ~ll1C 
railway mail vn.us will he trflated in thfl lIame way as other 
capital expendhllre lind th{l decision to mect it from gener/!-l 
revenues will make no difl'ert'Jlce to t.he department either in the 
matter or determining the amount avai18ble to it. for 'Capital 
expenditure on these items or in the matter of its liability for 
interest or depreciation. ==. la.The question whether interest on capital outlay is • 
proper compQIlent of the annual Profit and LOBI! account, formfl, 
as the Committee are no doubt aware, one of the standil1l.' 
controversies amongst Accountants. The practice in the ac-
counts of State Railways has always been to levy interest QD' 
the total amount of capital invested irreApective of the source 
from which it was found. From the standpoint of Government, 
t1Ie question is eminently olre for deeision on eonsiderations o.f 
.1lnancial and administrative policy rather than on those of 
aocounting theory. No undertaking can obtain the q1\B of capital 
without paying for BUch use either by way of dividend or of 
intel'e&t. The former kind of ehar~, which in any case may be 
cODBidered to contain an element of interest is out of place in 
the aceonntls of ·State undertakings the objeet of which ifI 11M 
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profit bht perfurmallce of certain serviees of public utility. To 
enable the department to discharge its functions, cfl'tuin assrt{ 
or plant are hand~d over to it for which paymeIit should be 
made by .way. of ~nterest. An acc~unt purporting to display 
the financlal 81tuatlO;n of acowmel'eull department which failed 
to take interest into accoUDt would fail to disclose the real cost 
of t.he undertaking to the tax-payer ; and as Postal and Tele-
graph accounts are to be real, it neee~arily follows that the 
interest charged against the depurtment should be takp.n to the 
credit of general revenues. 

. 14. The opinion has however been strongly expressed and 
WIdely supported that as Rome part of the capital invested 
in State commercial undertakings has been found out of surphlN 
revenues or cash balances the undertaking is entitled to escape 
interest on the amount of such investments of revenue surpldl!leli.' 
This view appears to be based on an incomplete appreciation 
of the financial 'policy~_ Government caused perhaps by the 
existence of major heads ~scribed as ,. Capital Outlay chargod 
to Revenue" in the Government account",. It ignores the fal~t 
that if there have been years of revenue surpluses there have also 
heen years of revenue deficits and that a part of the ordinary 
National Debt represents borrowings to cover the shortage of 
rev~nlle receiptA as compared with revenue expenditure. The 
occurrence of a snrplus or deficit has not, on the other hand, 
made any essential difference in the accounts of the Postal and 
Telegrllph Department. For instance, prior to 1921 when it 
waR decided to char~e expf>nrliture on telep:r.llph buildin!(8, line .. , 
and apparatus to the head " Capital Outlay not cbarged 1.0 
ReYe.tlllc " all CApital expenditure in this department was shown 
und!'!" Hevenue re~llrdless Of whether there was a 'lIurphis or 
dcth-it either in tlH~ revonue 8CI:ounts of the department or ill 
the 1'e\"l'11l1e ReaoUllts of Government ,as a 'whole, the chul'ge to 
Revenne ,beinA" conditioned by It financial policy which lRid dowll 
that certain clSllileA of capital expendit.ure wonI'd always hE' mel 
from -reve,nue and otherll from borrowed funds. It mily bt' 
argued further that' to the' extent that revenue was utilised· in 
allY particllhit 11ndertaking, to that extent the EX~leq1ier 
increased borrowings or sacrificed income which' could haVE: 
been obtained by a mere investment of the amOl1nt. 

15. It has also been urged that du:ring the past 32 yearE! 
the Postal and Telegraph Department has handed over to the 

.General Exchequer surpluses amounting in the aggregate to 
approximately ten crores of rupees, but the fact seems to have 
been overlooked that these surpluses are not commercia] sur-. 
pluses and the reconstruction of t~e acco~nts of those yea!s on a 
commercial basis would most hkely gIve a wholly ddferent 
result. 'gle reconsf.ruction is now impossible a~d. Government • 
cannot admit an argument based solely on SuppOSItion. Govern-
ment' having given due· weight to these considerations, have 
decided that in order to obtain a t.rue account of the deoart-
ment's financial position and a true test of the corrtctnessof the 
rates charged for it.s services, interest should be charged to tha • 
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d~partment on th~. ~ntire capital employed in itir~~peotive OJ 
the source. from' which such capital bas been derived.. T~ 
capital employed in the un<1making will not ilQwever be rookoll~. 
ed at the amount sho\vn ill the Finance and Revenue aeeou:nt.8 
of Government as having been sunk in it, but for reasons 'vhi~h 
are explained subsequently, at a figure ,'ery considerably lower . 

. 16. Government have also oonsidered the question ofseparat. 
ing Postal and Telegraph from general finances and have come 
to the con.cIusioTl that the separa,tion iR not neceS!i!aryor ndvis-
able at present. To provide an incenth'e for economical wori,-
ing however they have decided to recommend to the S(~Cret8r.\· 
of State that the d~partment. should be allowed to utilise auy 
surplus that it may earn, after meeting all the charges requireG 
of it under the new schemtl, for tlle reduction of its ca.pital 
ltabliity, and that on the 'Other hand it should pa;\' interest to 
General Reve.nuel' for th(> amount of any deficits that might 
neerue on the working of allY year ulltUrsueh time as surpluses 
b,~ome available to cancel this liabilitlf." 

I The Block Aocount. 

17 . .As an essential preliminary to the actual int.roduution 
of the proposals, it was necessary to. arrive at an assessment ot. 
the value of the property in charge of the department .. As it 
was impossible to obtain from the accounts or from other records 
reliable information about the exact cost or the age of various 
properties, the obvious, and perhaps the most satisfactory course 
would have been to arrange for Ii commercial valuation by a 
firm of· experts: ThiB however ",'(mid have heel! a very costly 
and lengthy pi J .. eeding and in order to economise on the pre-
liminary expenditure, the valuation was made by the applicl\tioll 
of specially compiled averages to the results of an actual 
numerical count of existing property. The report on the valua-
tion was prepared by an experienced Telegraph Engineer 
specially deputed for the purpose and the results were exaJpined 
in great detail by the Accountant General, Poste and Telegraph", 
under the orders of the Auditor General. These two documents, 
w., the report on the valuation and the critique of the Accoun-
tant General revealed, aR was anticipated, a large discrepancy 
between the total capital cost of the existing afolsetll ac(,ording 
to the valuation and as recorded in the Finan('e and Revenue 
Accounts. The former amount is actually less than the latter 
by approximately RR. 144 lakhs. This shortage ill ascribed. 
mainly to two causes. One is that prior to 'the yeaI' 1925-26 
'no accounts adjustments relieving Capital were made· when any 
asset waR abandoned or destroyed. The other and principal 
source of error is undoubtedly to be found in the incorrect al1o-

~ cation of pxpenditur~ bt'tween Capital and· ReWDt!edlnder ~he 
inad<>quate and imperfect systt'm of R.cconnts prevlotlsly m~nn­
tained. Government have not yet paHSed :Atlal orders on the 
n.:po~ bu~ there' is l~ttle doubt that thi" 8horta~e will have to 
bewrltten oft! the Capltal account. 

• 



108 

J£',13 a:PJ8vioJ18 Pafapapb it _ .~ ata~ fiat tJe 
".rt,JIUQlt ~,. have to ,pay interest on the totll,l ca,pital out" 
on its pt'tO.,perty,9Ut QoyeQUDenqa'Ve decided all • speeialeaae 
&ndeolltrary to the decision on the silnilar case in connection 
with Rajlways that the initial amount to be included iT! the 
newly started commercial af!eOlUlts of the department in respect 
of the capital at charge on the 1st April, 1925, should represent 
only thedepl'cciatea vaille of exiHting8H6et.s on that date. T4t. 
depreciated value 1wI been calculated on the 116ual " stJ,'aigbt 
line .. method after a careful estimat.e of the etIective Ih'eli and 
scrap values of ditferent kinds of property. The cal('ulution ,';',:'''.'"'~~ 
of depreei(l.tl!d value 01' its complement, the expil'ed Capital· 
Outlay,. on lIit April 1925, haHgh'en conHide· .. ·)le trouhlr anu 
was rendered possibltl only after a nuniber Qf arbitrary 1\.,~umT' 
tio!lH had been madf~. The calculations were made· by' tIl •• 
Acconntant General, P08ts and Telegraphs, and his reSUlts han 
Leen proviHionally accemed hy Government. According t(' him 
the depreciated value o~!lds constructed up t.o. the tmd of ,h" 
year 1923-24 on 1!lt April 1925 wa. .. Its. 8,:lS,113,308. This to· 
gether with the expenditure of u...,. 1,0;),02.987 ineurred iT' ttw 
year 1924·25 on objtcts of a capital nature forms thl' iJ1itir.l 
amount of the D.epartmental Block Account.. 

19. The reconstituted ()apital account of the departmE'nt :!t::-
will also include the balances outstanding at debit of Stores •• , 
and M~anufacture accounts, representing respectively the book 
\'8lue of stores and of articles under manufacture, on the 31st 
March, 1925. These amounts, it will be remembered, used to 
be included under" Head IS-Capital Outlay charged to Revp.~' ',_ 
nue ", but have been transferred to " Head 56-Capital Outlay 
not charged to Revenue" with effect from the 1st April, 1925. 
Following the existing practice in State Railway accounts, the 
departmcnt will have to pay intere8t on the average of the open-
ing and closing balances unc1E'J' these aeeount8 for each year. 
Interest will not however be charged on the portion oft.he!;c 
balanc~s that represents the value of material held as part of the 
Mobilisation Reserve of the. Army. 

The Depreciation Fund. 
20. A Depreciation Fund ha.~ been institutE'd with E'Weet A4~O. of 

from the 1st April, 1925, to provide forthe renewal or replacc-I:0 4~~IdDIJ 
ment of Il!lscts as this becomes due. Its amount will be held illl:.r:rer.:. 
deposit· with Gencral Revenues and will be entitled to receive .. ~.=~ 
'interest. from the same source. The amount of this interest will :::a~.;o4. " • 
be credited to the Fund and 110t to the revenues of t.he depart-
ment so that. a smaller annual eontrihution frflm working 
expenses t.han would be reqllirt~d on the ordinary' straight line' 
method will be sufficient to provide aga.in!'1t the wasting of assets. 
The latter method is. the one more generlllly adopted hy com-
mereial c~cern!'1. but tltl~re are somellj1f'cial considerations 
applicable to the Postlll antl Telegraph Department that led t.h(' 
Government to prescribe the 'sinkin~ fund ' method in t.hili 
ease. It WaR cOMidered that in the present state of the depart-
ment's finaneM the annllal cont.rihutions necessary in ordf't t.) 
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p~ovide for the replacemep.t. or renewal. of Ulisets I.tJ:I this falls· 
due' should 'be redllcedto: a mililttiUm. ·;It would· in· f~t have 
been impossible to providefot' depreciation on the ;, IItraitrht 
line' method without an increaSe in postluand . telegraph , rates 
if the department Was 'not to run at '8 heavy 10!ls. Moreover in 
a: State conimercialttndertakingtherc i~ not the sameneceslility 
for accumulating in 1ihe Depreciation Fund amounts that will 
at every stage of the life of each l\S~t be ,lQual to the accrued 
depreciation; it issufHcient if the original·cost is a"ailable in 
the Fund on'the date replacement is expected . 

.AI'nMt.' 21. As a Depreciation Fund isbEiingstarted at an inter-

.......... -mediatestage of the lile of the assets of the department it will 
. be required to provide only for such j depreciatioll ' as occurs 

after tbe lst April, 1925. The balance of the amount required 
fo; renewing or reconstructing the assets existing on the ht 

• April, 1925, or the' arrears of depreciation " as it may be called 
for convenience, will be financed from capital advances. This 
decision was arrived at, after J"full consideration of a 
number of different plans on the aft"alogy of loans to local anu 
municipal bodiCli for their commercial undertakings. As a rule, 
if the repayment of the loan plus' the interest thereon is alra~ged ' 
for within the effective life of the as..'ilcts created from the loan, • 
it is not incumbent on the local authority to' make separate pro-
vision for depreciation of the property. Due ,veight was also 
given to the fact that a certain indefinite amount of reV&Jlue 

>surpluses earned by the department in past years has been 
appropriated to General Revenues. 

lfl::Il .. , 22. The decision (1) to initiate the capital account of the 
• - department with the depreciated value of itsassetIJ, (2) to e ... finance the arrears of depreciation by means of capital advances 

..... and (3) to institute a D&preciation Fund have rendered neces· 
sary a radical departure from the rules of allocation between 
Capital and Revenue hitherto followed in this and other depart-
ments. In ra.ilway accounts, until recently, the criterion for 
such allocation was improvement in ' earning capacity', while 
the consideration of comparative cost was decided subsidiary. 
The former criterion wall not observed as rigidly in the Tele-
graph Department and greater attention WM paid to considera-
tions of cost. With effect from the 1st April, 1925 ' comparative 
cost' has been made the :wle criterion for such . allocation between 
Capital and Revenue (i.e., the Depreciation Fund or Arrea~ of 
Depreciation as the case may I>e). It. has also been decided. 
that Capital should he relieved of the amount at its charge in 
respect of any property that may be abandoned or destro~:ld. • 
It may be ~nentioned that these were the only two instances in 
which Messl'H. Price, Waterhouse & Co., stated that the rulefl 
then in force for allocat.ion of expenditure ill this depart.ment 
were not in ac('ordanee w~th commercial practice . 

Capital 
AOOOD.ta. 

.. 
Form of the Account •. 

• 
23. The accounts (If the department have been remodelled 

to com illy wi~h the various decisions of policy that have been 
reported in the previous para,rrRohs. The mnin capital aeeOlant 
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of the <iepurtment will be compiled under the major head • ~. 
Capital Outlay not charged to ltevenue' with :stU.table l:iub· 
divil:lioWl to tshow the expenditure in each brunch of the depart-
ment lllld on eueh ltipd of :il:iset for which a !>eparate eft'ective 
life nuu residual value have been fixed, so that the calculation 
of the amouutH required from each branch for depreciation of 
.assets or interest on capital may be made easy, The capital 
account once started will not be liable to reduction on accoWlt 
of accruing depreciation. This, which corresponds with the 
double account system of commercial book-keeping, has always 
been the practice in Government accounts and Government have 
decided to adhere to it. The contributions for depreciation will 
be, as already stat.ed, funded with Government and will earn 
intereKt. 

While the main major head of account will he the one men; 
tioned above, there will be a corresponding major head in the 
revenue section of the Government accounts entitled' IS-Capital 
Outlay charged to Rev~e ' to record by a lump sum transfer 
the total capital outlay on each branch m~t out of general 
revenues or the cash balances of Government. At present the 
only cllUlS of capital expenditure dealt with in this way is that 
on Po&t Office buildings and railway mail vans (see paragraph 12 
above). 

24. The entire expenditure on renewals and replacements.., ..... 
is, for the present, initially compiled und.er another subdivision 1:. ........ 
of the major head' 56-Capital Outlay not charged to Revenue'· ..... 
entitled' 56-1 (b)-Expenditure on Renewals and Replacements 
(debitable to Capital until arrears of depreciation are wiped 
oft')'. .As this expenditure has -to be shared between capital 
advances from General Revenues and the Depreciation Fund, the 
portion relating to the latter, as determined by the application 
of the rules of allocation of expenditure, will be transfeilTed to 
the ]'und leaving only the portion financed from Capital at 
charge of the capital account. This method is not altogether 
satisfact.ory but it has been introduced provisionally pending 8 
decisit>n on the general question of a further splitting up· of 
Postal and Telegraph votes, which is now under examination. 

All these heads of accounts, "iz., 56-Capital Outlay not 
charged to Revenue, 18-Capital Outlay charged to Revenue, and 
the Depreciation Fund are subdivided to show separately the 
amounts relating to each of the branchelS-Post Office, Telegraphs 
(including Radio Telegraphs), Rnd Telephones . 

• - 25. The principle governing the design of the Revenue :::::-
a(!COllnt is that the record of expenditure shall be so arrang!!d 
tlutt a separate Profit and LoliS aecount may be prepared for 
each of the branches mentioned above. A separate Profit and 
LOHI! account will not bl' prepared for Wireless Telegraphs 8.8 
they fol'Jlll and are nperated as an integral part of the ordinary 
telegraph system of the .country. The revenue account of the 
department is compiled under two major hellds--' XV-GroIiH 
Receipts deduct Working Expenees I and ' 17·lnterest '. Both 
these major heads have b~n snitably subdivided to facilitate 

• 



the pl'eparation of a Profit and Loss aecount for each ,fJ~ •• 
The p18.n· by which the Reparation has been effected iS6ompJi· 

. aated, because in its organisation the Postal and Teie,rap'bs 
Department is highly centralised and there is a considerable 
amount of expenditure that relates to all three branches and 
not to anyone of them. In conHequence of the necessity for 
bud~etary and financial control over its opetiations it is not 
posslble to attempt Il distribution of such general or jolnt expen· 
diture in proper proportions to individual branches in the 
initial compilatios of receiptM and working expenses. For this 
stage it has been considered sufficient to separate the expenditure 
rehiting solely to one branch from that relating to all or any 
two of the branches. Thi~ haH been achiE'\'ed by providing Vi 
Abstracts (If receIpts and expenditure Ill> detailed below ;-

Recf!ipts. 
A.-Postage and Mef>sage Reve~ue. 
B.-Miscellaneous. , 

EX1}cnditure. 
C.-Direction. 
D.-Account and Audit. 
E.-Traffic Control. 

,F.-Engineering Expenses. 
G.-Pensionary charges. 
H.-Stamps and Postcards. 
I.-Stationery and Printing. 
J .-Postal Expenses. 
K.-Telegraph Traffic. 
h-Radio ExpenseR. 
M.-Telephone Expenses. 
N.-Provi!Oion for Depreciation. 
O.-Credits to Working EXlwnses . 

.aCach of these abstracts brings together either all expenditure 
of one kind or all expenditure under the cont.rol of one authority. 
Abstracts N.-Proyision for Depreciation, I.-Stationery and 
Printing. anc1 G.-Pensionllry charges, are example!! of the first 
kind, while ahstractli C.-Direction and D.-Account and Audit· 
illustrate the second. Within each abstract have been pr~i~' 
vided a Imitable number of rmbdivisionR RO as to sepnrate general 
and joint cxpenditure from that relating to IIny particular 
branch. At the end of the year the expe,t'lditure recol'drd nnder 
heads oommon to two or more hranches will. be apportioned 
between the branches to whirh it relateR by meni/lds which 
hl\\'e been f>pecially devised to suit .the nature of the vAriol1S 
c]a~):es of expenditure. It would not he pos,'Iihle to give fl com-
plete aecount of these methods without extending this memo-
randllm to aninorclinate hmJ~h. It will thus he Reen that ~lt 
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the tjme of closing the accounts, the entire expenditure of the 
department ineluding that incurred in England and the 
E1ChaIl8e will have been recorded -partly under the heads r~lat~ 
ingto individual branohes, and partly under general -.nd joint 
heads the total expenditure compiled to which is apportioned 
between the branches concerned. The preparation of a separate. 
Profit and Loss account for each branch will subsequently consist 
of a more arithmetical addition of these amounts. 

26. It may be mentioned that instances of services per-
formed by one branch of the department for anether have not 
been overlooked. The most important is that of combined Post 
and Telegraph Office". A formula to determine the cost to the 
Post Office of handling telegraph traffic has been evolved after 
very careful consideration and it has bccn decided that the Post 
Office should receive credit for the amount so computed at the 
expense of the Telegraph branch. A large adjustment too "'ill 
probably be neceHSlI.ry in respect of the cost -of telegrams issued 
on postal service alth~h this will be offset to Borne extent by a 
eounteradjll8tment re~sentillg the value of free postal ser-
vicesrondered to the Telegraph branch. An examination of 
these and other insta.nces of mutual service is in progress. When 
the investigation is complete, steps will be takcn to carry ont • 
such adjustments as may be considered necessary for the purpose 
of drawing up the Profit and Loss account of each branch. 
There is reason to believe that the ultimate result.s arrived at may 
indicate that neither the Post Office nor the Telegraphs is w(·rk-
ing at an appreciable profit or loss. 
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APPENDIX XVI. 

ProceediDla of the tlnt DlaetiDI af BIB Ooam.itM appointed to enmine 
the Audit amI Appropn.tion Reports on the Army AooO\lD&! tor 
18M-2S held on the 28th lune 1928 at 8 p. m. 

PRESENT: 

Hon'ble Sir BASIL BLACKETT 
Mr. J. E. C. JUKER, Finance Secretary 

Mr. E. BURDON, Army Secretary .• 
Mr. A. F. L BRAYO, Financial Adviser, Military 

'FiJianee. 

. • 01aairmtJ ... 

:}'embon. 
1 

Colonel G. W. Ross, Military Accounta.nt~Aetal .. Jwere al&o 
Sir FREDERIC GAUNTLETT, Auditor-General present. 
Mr. A. G. BARR, Director of Army Audit ~ '. ' 

The Committee first took up paragraphs 51 to 65 of the letter trolL the 
Auditor General to the Finanee Secretary, dated the .th .Tune 1926 iL re-
gard to action taken on the remarks by the special Committee on the Accounts 
for 1923-2 •. 

2. Paragraph 52.-The Director of Army Audit explained that any im-
provement in local audit was largely a. question of sta:ff. The Committee noted 
that with the abolition or reduction of cost accounting a considerable improve-
ment in local audit could be anticipated. It was decided not to enter into 
questions connected with the proposal !or the abolition of COlli. accountings. 

3. Paragraph 54.·-Tbe Military Accountant General stated that the 
question of the preparatio~ of an office manual is in abeyance pending charges 
connected with the question of cost accounting . 

•. Paragraph 57.-1t was stated that the new Military Engineer Service 
Account Code and the reorgani!l&tion of the Military Engineer Services were 
leading to considerable improvements in the accounts. The Committee noted 
the statement with satisfaction, as al80 the statement of the Auditor General 
that the administrative authorities welcome the assistance given them by 
the Military Accounts department and the Test Audit department. 

5. Paragraph. 61.-With a view to minimising the lapse of time whkh. 
occurs between the commi88ion of an offence and the moment when it is 
brought to the notice of headquarters, the Committee decided to recommend 
that the local Controller, as soon as any case of financial irregularity comes to 
his notice which seems likely to be of a seriou8 character, should send to the 
financial Adviser, Military Finance, a copy of the letter or {uestionnaire 
addreued by him to the local administrative authorities, and inform them that 
he has done ·so. With regard to the question of providing local military autho-
rities with adequate'legal advice, the Committee understood that the matter 
\\·88 being actively pursued in cOMultation with the Government Eolicitor. 

f. 
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6. PMf1gr4pk &5.~The Committee were informed that, apart' from the 
pabiioity given to the recommendations in this paragraph by its publicatiOll 
~getherwith the Report of the Committee on Public AoooUllts, special orders 
have been issued by the Commander-in-Chief emphasising the responsibility 
rJf all 8Ubordinate military authorities in regard to all financial matters" with 
which they are concerned. 

AUDIT REPORT FOR 1924-25. 

7. The Committee then turned to the Audit Report for 1924-25. 

PART I.-P,dimi'Mf"Y. 

Paf'tlgf'Q/ph 4.-The Committee noted with satisfaction the villW expressed 
by the Director of Army Audit and confirmed by the Financial Adviser, Mili-
tary Finance, that the co-operation of the two departments W8S leading to 
Donstructive results and the~rovement of audit and accounts meth0<i. 

P:A.RT III. 

8. (Page 3 at bottom)-·The Committee were informed that the proposal 
Iio relax the requirements of audit in rega.rd to a large number of outstanding 
war items awaiting clearance had been approved by the Secretary of State and 
was being acted upon. 

9. (Page 6 at top).-·It was pointed out that the detection of the various 
defer.ts and irregularities brought to light in this Report was the outcome of 
the effort." of both the Military Accounts department and the Test Audit 
staff. It is intended that in future reports the contribution of ~ach depart-
ment Rhou1d be separately Rtated. 

10. (Page 7, paragraph 2).-The Committee desired to empha.sise the im· 
porte.nce of communicating to the Military Accounts department copies of aU 
orders required by them for their work. They were 'given to undertltand that 
the arrangements now in force provide for this. When an accidental 
omission occurt Controllers of Military Accounts should be careful to a.pply 
ror the orders of the Government of India and not for the orders of a branch 
()f Army Headquarters. 

11. (Page 7, paragraph 3).-The Committee decided in dealing with this 
Audit report, to concenttate their a.ttention mainly on cases other than those 
which arose out of war conditions or post-war disturbances . 
. - 12. (Page 11, paragraph 3).-lt W88 pointed out, that an officer before 
discharge is required to ohta:n a Clearance Certificate in war time and a No 
Demand Certificate in peace time. In the oase mentioned, a certain sum 
of money had actually been recovered from the officer's gratuity, 80 that he 
clid not 6SC3p" alt.ogether scot-free. The case moreover belongs to the period 
01 confusion attendant upon demobilisat:on when amongst other things audit 
!l.nd accounting were themse ves in arrears, and it would have been im-
Ptacticable in aU cases to rletain and continue to pay salary to temporary 
offigers until acconnts had b~n fully rendered and cleared . 

• 
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13. (Page 13, paragraph 6).-The Committee raised the question whether 

in cases of this kind a.p. expreeaion of the Commander-in-Chief's displeuure was 
IUffi.cient punishment. It W8.8 pointed out that action had been taken ·100&11, 
in accordance with the .A:imy Act, that this precluded higher authority from 
reopening the matter, save to a very limited extent, and that a.n expression' of 
the Commander-in-Chiefs displeasure was regarded as a very serious thing in 
the army. It. was decided that the Adjutant General should be examined 
(vide paragraphs 36---39 infra) on the point whether measures can be taken 
to prevent cases from being dealt with summarily, which on their merita 
require to be dealt with by a. weightier procedure. 

14. (Page 21, parr/gmph 2).·--Overpayments to non-commissioned officers 
of the kind here described ,have since been obviated by instructions which 
require that tho men concerned shall be placed upon the India Unattached 
List r&~ of pay from the commencement of their employment in Ordnance or 
Arsenal posts. 

H,. (Page 25, paTl'lgrapk 1).--- The Committee ~ussed briefly the financial 
arraD81ments regarding the Okara Farm, but ca6'"'to the ('.()nclusion that there 
does not a.ppear to be any need to alter the existing system of utilising receipts . . , 

16. (Page 25, paragraph 4):-lt was decided to question (vide paragraph, 
40 infra) the Master General of Supply with regard t.o the 108s on mild steel 
here mentioned, the Auditor General pointing out at the same time that 
the dates of the various incidents ref(>ned to should be given in the report. 

17. (Page 26, paragraph 6).-The Auditor General stated that t.his ques-
tion of accounting in factoriee is under exa.mination. 

18. (Page 33, paragraph 3).-It was decided tha.t the Foreign and Political 
Departmenttshould once more be asked to consider the possiQility of requir-
ing Indian States to deposit in advance the approximate cost of contribution 
works carried out on their behalf. It is understood that in certain other 
analogous cases, infonnation regarding which can be obtained from the Auditor 
General, the Rulers of Indian States have already consented to 8uch a.n 
arrangement. 

19. It was pointed out that in practically every case of financilll mega-
larity in which the need for disciplinary action was suggestct; in the Audit 
Report, this aspeCt of the matter had boon fully considered by the Government 
of India, and whatever decision had been arrived at had the general concur-
rence of the Finance Department, while in oertain cases the Director of .Arroy 
Audit himself was a. paI1;y to the discussion. It was proposed· that for 
future Audit Reports the Auditor General should be given an Oppqrtunity of' 
seeing the original papers containing discUBsions of this kind in order 1l.h&t_ 
mention might not be made u.nnecessarily of cases in which further disciplinary 
action was reaJly impracticable or unjustifiable, or both. The Auditor General 
said that he would welcome the opportunity offered but must retain discretion 
to decide when such caPles should or should not be mentioned. 

20. It was also suggested that it might at times be advanttgeous for the 
Dbector of Army Audit to bring prominently to"llotioe at an early stage oases 
of lina.ncial irregularity in which it seemed to him t.hat the process of investi-
sation or remedial action was being carried out inadequately. It wa"li a~ 
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that the Director of A:rmy Audit should be at liberty to bring such cases to the" 
notice of the Financial Adviser, Military Finance, whe should then, if he 
thought fit, invoke the authority of the Army Secretary. But it was agreed 
that on such occasions special care must be taken on all hands to ensure that 
the Audit Department's action does not trench 111 on, or relieve, the respon-
sibility of the administrative authorities. 

21. (Page 35, paragraph 6).-The irregular issue of coal here mentioned 
was noted by the Committee as another example of the delay in the detection 
of irregularities due in some measure to disorganisation of audit and account-
ing machinery. . 

22. The question arose whether any accounts were at present kept of the 
losses suffered by Government through fire, with reference to the accepted 
policy of not insuring Government property. The Auditor Getleral thought 
that the information was probably available, and it might be deSirable to 
keep a regular but simple account of such losses. He undertook to look into 
the matter. '-

23. The Committee decided to examine the Adjutant General, the Quar-
termaster General, the Master General of Supplies, the Financial Commis-
sioner, Railways, and the Financial Adviser, Military Finance, in regard to 
aertain matters dealt with in the Audit and Appropriation Reports (vide 
paragraphs 36-39, 40, 41, 42-47 and 48 infra). 

ProoeediDIs of the second meetiDI of the Committee appointed to au-
mine the Appropriation Report on the Army Aooounts tor 1_-21 
held on the 29th lune 1928 at 8 p.m. 

-

PaERENT : 

'The Hon'ble- Sm BASIL BLACKETT, Chairm1Jn. 
Mr. J. E. C. JUKES, Finance Secretar~·. 
Mr. E. Burdon, Army Secretary. 
Mr. A. F. L. BRAYNE, Financial Adviser, Military Finance. 
Colonel W. G. Ross, Military Accountant General, 
~ir FREDERICK GAUNTJ.F.Tf, Auditor-General. 
Mr. A. a.. BARR, Director of Army Andit. 

24:. The Appropriation Report was discussed. 
20. (Page 2, paragraph 8).-Attention was drawn to the item connected 

with the raiftvay lay-out at Jamrud, which has now been abandoned as a 
railhead owing to the oonstraction of the Khyber Railway. Information wal 
_red .a to how the dismantled material is to be utiliSfld, what further 
e%penditure is involved, and how this ca:n be adjusted. The Financial 
Aclviaer, Military Finance WAS asked to take the subjeot up . • 
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the Indian to the Einglish p.stilQ&tes ~de in the CO~!5e of the yea,r ud 
not eventually required, the Committee. were iDformed that no fp:rmal ~­
appropri",tiolUl from the Indjan to the English estimates are nut.de, a,nd tlJa.t 
eavings are merely ear-marked in Inclia ~gaiD8t expenditure in Enghu14. 
The Financial Adviser, Military Finance, was asked to examine the 8ubjtlct 
and to m&k~ definite recommendations to the Government as to future proce-
dure. 

27. (Page.1, pa,agraph 18).--·The Committee noted with sati&iaction thet 
the arrangements for watching the pro~ress of expenditure have becoJ]1.c more 
effective. Referring, however, to paragraph 50 of the Auditor General's 
~tter dealing with the 'Appropriation Report, and to numerous pieces of 
evidence of A. very significant character derived from their own examination 
of the Appropriation :Report, the Committee expressed the opinion that the 
present "ystem of accounts is not only too complicated to enable the progt'e88 
of expenditure to he readily watched from the ac~unts, but also the &000un1ll 
contain 80 many" book" and conventional iteJllf,"""and are in 80 many respe~te 
div.orced from actual Woct.s that, as a IIle&lJ,8 of watching &.ad reg.uJating 
expenditure, they are of lit~le, i,f any, praotieal value.. It is liubaitted tu.t tJae 
fairly good working reau,lil- Qf the ~t two y~1'8 .va been dt"rived £rom .. ' 
check co~d to ~i:a i.te.- of tl10 Budget o.uy and one baaed o. , .... 
monthly statements of Treaa~ iuues. 

28. (Page 11, 7O-ragt'aphs 31 and 32.)-The Committee noted that the 
lump cut of 45 lakhs of ru~e8from the Budget IIrS a whole h,d been j.usti6ed. 
but oommented upon the fact that it had not been possible accurately to 
allocate the cut among the di-iferent allDY grant.e. The eXJ!lanation ill to be 
found in what has been said in paragraph 2'lprecedillg.· 

29. (Page 13, paragraph .39).-The excess of f)2lakhs ofrupees under' Work-
ing expenses of Depots' should have been explained in greater detail. The 
lOIS was due partly to re-prioing and partly to actual losses. Similarly, in the 
caRe of a. loss of over a crore of rupees under the same head, the Committee 
would have been glad to know in detail if these were real money losses or 
merely book-keeping adjustment.s. • 

(Page 19, paragraph 61).-,Gross expenditure and gross receipts are 
swollen by departmental charges on the one side and the adjnstment of the 
same charges &8 recoveries of departmental expenditure on the r(looi pt si de. Thie 
reauJt is objectionable and even absurd. It would be interesting to know to 
what extent; accounts axe swollen by this procedure. It was stated that the' 
figure prohahly llxceedcd 2 crores. But in view of their general observa-
tious in regard to the present system of accounts and to the fact that a radical" 
altJration of the system is now under d.8CU8sion, the Committee decided not 
to comment further on the matters mentioned in this paragraph. 

30. (Paranraph 39 oj .the Auditor Getteral',1 lettet:).-The Army Secre-
tary explained that in the caac of. army expenditUre there"an cert&ia 
tpecial principles governing the matter of rea'PJ.npriation. In eeriain fairl,. 
well defiaed. classes of caaea, money, which had been conectly provided in ... 
utimates on the baiis of information· tilen available, but which. owiDg ~ ..... 
foreseen circuIDstance8, waa abaequently fOUDdnot to be nquiMd for" 

t 
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pBl'fIOH for which it had been' entered, was not l'f",garded &1 at the dieposG 
oJ the administrative authority oolltrol1illg the Army Department, i.e., Bil 
Excellency the Army Member and Commander-in-Chief. The provision ift 
such cues reverted to the Government of India, and it was for them todeeide 
wathel' the money should lapse or should be diverted to lOMe other pprpose, 
Min the case mentioned in the Auditor General's lette~. The Committee 
were referred to oorrespondence with the Secretary of State on the subject 
of the abolition ~ the schedule lIystem, in the course of which the principlell 
regarding reappropriation were discussed. TbeOommittee agreed that while 
reappropriations to new and optional expenditure, such &8 that mentioned 
in the Auditor General's letter, may be made with due authority, and for a 
desirable purpose, ·it would be convenient for such reappropriations to. be 
mentioned in the annual Appropriation neport, notwithstanding also the fa.c$ 
that in the strictest sense appropriation audit ml1st be dir~ted primarily 
to the gra.nt for military servioes as a whole. The Committee' considered 
that a distinction should certainly be observed between reappropriatioDS 
made to cover excesses i~rmal expenditure elsewhere and cases in which 
savings were reappropriated to cover the cost of new measures which were not 
provided for in the estimates. 

31. As a further example of the disadvantaps of the p,e~nt system 
of accounts, the Financial Adviser, Military Fiun('~ ex.plaine~ that the lou 
of Re. 31lakhs referred to in paragraph 4-0 of the Auditor GEUleral'sletter was 
due to repricing and book adjustments. The additional 20 lakhs was also 
due to book adjustment.. The reduction of Rs. 35,94,000 was not due to 
savings in the purchase grant but represented a minus adjl1stment in the stock 
account due to repricing of the stook of animals in the RemoUnt Depot. 

32. The Home Accounts were then examined. It was noted that the avia-
tion charges iu the High Commissioner's accounts were under scnltiny, the 
Jllinancial Advise", Military Finance, having protested against the overhead 
cbarges; 

33. In the report on the Secretary of State's accounts the case of the British 
Service officer, remaining at the Quetta Staff Co I ~ge after his unit had left the 
India.n establishment, elicitf'-d from the Military Acconntant General the 
comment that the Staff College auditor could not be expected automatically 
to link up with his audit of the officer's pay t.he fact that his battalion; situated 
in some other part of India, had been transferred to the Home est.ablishment. 
it was admitted, however, that the necessary information was actually avail-
iDle, and the Military Accountant, General undertook to issue instructions 
with the object of preventing similar lapses in the future. 

34. The Committee considered tha.t the qu(>stion of the incidence of charge 
of Royal Indian Marine pensions brought to notice in paragraphs 22 and 23 
of section IT of the Home A uditor's Report on the a.ccounts of the Secretary 
of Stat.e required to be speoially examined by the Financial Adviser, Military 
Finance, who undertook to ascertain what arrangements are now in force 
and whether anything further is necessary in order to secure cOl't'ect adjust-
menU!. 

• 



, 
• 31S. (PtllGf"Gph 36, 8etJlion 11, of the Home At.UUtor', Report on tAs &ort!ItIrp 

oj Stale', Accout&l8).-'fh,e transaction cOlUlecteci with the replaoement of .the 
Royal Indian Marine steamer' Elphinstone ' appears to have been in order up 
to the point at whioh payment was made by the 'India Office, but an irregula-
rityappears to have ocourred later when the sum of £10,000 paid by the India 
Office, was placed to the oredit of a Suspense Account by the Admiralty and 
subsequently refunded. It may be desirable for the Publio Accounts Committee 

. to comment definitely upon the matter, but in the first instance a further and 
more detailed statement of the facta should be obtained from the Marine 
Department by the Financial Adviser, Military Financo. 

'roceediDcs of the third meetinr of the Committee appointed to examin e 
the Audit-and Appropriation Report. on the Arm" Aooounts for 
1924-25 held on the 30th 111D81928. 

PRESENT: 

Hon'ble Sir BASIL BLACKETT, ClI4';'rman. 
Mr J. E. C. JUDS, Finance Secretary 
Mr. E. BURDON, Army Secretary 
Mr. A. F. L. BRA-YNE, Financial Adviser, Military FiDanCe'1 
Colonel G. W. Ross, Military Accountant General were also 
Sir FREDERIOK GAUNTLETT, Auditor General present. 
Ma. A. G. BARR, Director of Army Audit • J 

36. The Committee examined Major General Sir Walter Leslie, K.B.E., 
C.B., C.M.G., D.S.O., OfRciating Adjutant General in India. with reference 
to certain cases brought to notice in the Audit Report. 

37. (Page 13, paragraph 5).-The Adjutant General oorroborated the Army 
Secretary's st.atement that action had been taken locally in aocordanoe with 
the Army Act, and that this precluded higher authority from reopening the 
matter, save to a very limited extent. The Adjutant General further explained 
that a severe reprimand was a statutory punishment which is entered in an 
officer's record of servioe, and carries with it serious oonsequences. It was 
further explained that if a case were dealt with summarily which, on its merita, 
ought to have been dealt with by a weightier procedure, the only action whioh 
higher military authority could take was to censure the 100a1 military autho-. 
rity responsible for applying the summary procedure; and this action woul'tt-· 
undoubtedly be taken if justified by circumstances. An 'expresaion of the 
Commander-in-Chief's displeasure is an executive punillhment additional to 
the severe reprimand awarded under the Act, and such expression is certainly 
regarded in the army as a serious thing. .', 

38. (Page 28, paragraph l).-The Adjutant General explained that 
transfers of family pensions from another heir to' the widow .were sanctioned 
under regulations by the ~y Commander. All other cases of transfers 
were decided by the Government of India, who had powet: to make such 
trarurfers at their discretion. It was further exrlained that the primary 
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-mtentlon: of Govermnent was that family~pension should.·drawU'.". tim 
widow,b,ut .. that, for a variety of special reasons,' soldiem were often·reluctant 
to nominate the widow as the heir. Tranafer of ~on to 'the widow was 
therefore a normal proceeding, and for this reason the power of sanction had 
been delegated. Cases in which doubt exists whether death is attributable 
to military service, and in which consequently there is a doubt whether family 
J>'m8ioJ?- is admissible or not, are, it was explained, deci.ded by the Government 
of IndIa and by no lower authority. In each case the concurrence of the 
Finance Department is obtained before the pension is granted. It W&8 pointed 
out that in such cases, when tae doubt is resolved, the logical course would 
be to grant t~e pension with effect from the date of the death of the person 
from whom the claim to pension is derived, and not from any later date. 
Recently a practice had arisen of adopting the less favourable da.te, the gra.nt 
of the pension being treated more or less as an act of grace. The question 
has been raised whether this is a. justifiable practice, and the #aatier is under 
consideration. 

39. The Committee ~epted the foregoing explanations as sufficient and 
elicited generally from the Adjutant General the fact that, since the confusion 
of Wft.r had been cleared up, a very much higher standard of financial discipline 
had been impoRed and that irregularities involving fraud and misappropna. 
tion ha'Ve greatly diminished in frequency. . 

40. Major-General Sir Edwin . Atkinson, K.B.E., C.B., O.M.G., O.1.E., 
Master General of Supply, was then examined with reference to the loss by 
deterioration of mild steel brought to notice on page 25, paragraph 4: of the 
Audit Report. The Master General of Supply explained that the case occurred 
before he asswned his present office, that the mistakes which had been 
made must be acoounted for largely- by the state of confusion in which not 
unnaturally the faotories were found to be after the conclusion of the war, 
and that owing to numerOU8 changes of personnel it was impossible to fix 
the responsibility upon any individual officer. General Atkinson further 
explained in considerable detail the remedial aQtion which has aince been 
taken under his orders. In the first ill8tance a scientific examination of the 
problem of war reeerves and arrangements with the trade had rendered it 
possible to reduce the maintenance of reservee of steel to a minimllm, and 
such steel as is now stocked is stored in such a wav &8 to eliminate the risk 
of serious loss by deterioration and to facilitate ·periodical examination of 
the stocks in hand and their prote~tion against injurious climatic in-
fluences. 

41. The Financial Adviser, Military Finance, was thenexarnined with 
reference to certain cases, and the Commit~e ascertained to their satisfaction 
that steps had been taken to prevent simi ar lapses in the future. 
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..,.,.... ... oI'fI'Ila loarth- ...... · of tile OommHteeappofntecl to .amble 

ihe Autlt.. Apprepriattoa Beports. aD the Al'OlJ Acooautl to.' 
1 .. __ beId GIl tile lat July 1918. . 

PRESENT: 

Hon'ble Si.r BASil, BLACKETT, Chairman. 
Mr. J. E. C. JUKES, Finance Secretary }Ml'11IbPrtt. 
Mr. E. BURDON, Army Secretary I 

. Mr. A. F. L. B~Y;NE, FiJl8.J)cial Adviser, 1 
Military FinaD(,.e 

Colol),e} G.IW. Ros8, Military Accounts.. nt jwee also Pl1I8eBt. 
General 

~ir FREDERIC GAUNTLETT, Auditor Geneml ., 
Mr. A. G. BARR, Director of Army Audit ., 
'-2. The CQJ;Jmlittt>e examined Mr. A. A. L. Par8Q~B, CJ.E., I.e.S., Fi_1l1" 

cilll Commisaionet, ~il:w&ys, with rererenCoe to cues in. which it had beMIt 
reported that claims against railways preferred by theAnny a.utaorjtiell htI.d 
been unsuccessful owing to delay in preliminary discU88ioTJ, and the claiID8. 
then becoming time-barred. Mr. Parsons explained the legal position QI, 
railways in regard to thIs matter. a.nd it was agreed. that, th{~ following action 
,hOllld be taken :-

,(~) A forlP should be drawn up for W!e by all Ar.my IWthorities in pre.. 
senting olailDB against railways. 

(it) A list should be drawn up of the appr.,priate ofBcere-on the variOIl" 
railways to whom claims must be presented, if they are to te 
valid. 

It was further explained that t,be claims need not bcprecist>ly valued in tl:e 
fint illsts.nce. The important. point is that a formal claim should be prpl'eJlted 
in all cases without any delay.· A clti.im valued approximately and presented' 
on the approved form to the a ppropr;a te officer of the railway would not 
become time-barred as the result of discu88ion taking place aft,er the lint 
presentation of the claim. Mr. Parsons kindly undertook to a88i~t in d::.-awing 
up the required form and list. 

43. Major GI~neral C. N. 'Iacmullen, C.R., C.M.G., CJ.E." D.S.O., offi- , 
oiating Quartermaster General in India who had assiAted in tht> discussion_ 
regarding railway claims, was then examined with referenCt:' to thE.' cases 
reported on pages 13 to 17 of the Audi~. R('port relating to losses sustained 
in connection with the hire of transport. General Macmullen explained very 
fully the a.ction which had been ta.ken in order to put the whole matter upon 
a proper footing. This action consisted of :- • 

(i) The control of the hir(' of transport has h~n place~ in t,h(· Mndl: 
of the loea.! transport offirer whosE' primary duty is to see that 
Government transport is fully utilised before private transpolt 
is hired. 



-(ii) A revidt!Q fqrm of con.(}~ ~ b~~ cQ;a.WJJ. up in. QQDtlll •• l. 
. with the G.overn~nt Soij.citor. • 

(iii) Rate8 are settled by oompetitive tMlda in cOIl8u#.ation with the 
local OontrolJer of Military Aoeounts. 

(if)) Special forms and procedure have been devised with a . view W 
obviating loss and fraud in regard to the presentation of hills, 
indents, etc. . 

The matter was dealt with in India Army Order No. 119 of 1926 and IndiSA 
Army Service Corps Orders Nos. 26 and 51 of 1926 (Appendix), in which 
not only were full instructions regarding the z:evised procedure given, but allto 
cases of lOBS which had occurred in the past (some of the.se being the CIWII 
mentioned in the Audit Report) were given as examples with the objeCt qf 
putting the local military authorities on their guard against the occurrenee 
of similar losses or frauds in the future. , • 

44. (Page 21, parflq!a~lt .5).-The. Quartermaster <;*eneral e~1aineci 
that dunng the war muc~ mfenor clothing was of neceBBlty purche.&ed alld 
he acknowledged that during the war inspection had been inadequate. In 
the post-war system this has been remedied. Every rrment ~ now inspect.-. 
ed at the factory before it is issued to the store-holding department and p6l'iocij-
cal examinations take place in respect of all garments except a few catego-
ries which have a small turn over, for example, blue hospital coats. 

4.'5. (Page 23, paragraphs 8 and 9).--The Quartermaster General admitted 
-that these cases, which took place before he assumed his present office, were 
unsatisfactory. He, on the other hand, emphasised that the quality of the 
wines and spirits in question was exceedingly bad, and that they were pro-
bably not worth more than the price obtained. 

46. (Page 27, paragraph 4).-·The Quartermaster General strongly depre 
cated the introduction of the system of cash payment for repayment issues 
made from arsenals and supply depots, as in his opinion it was undesirable 
that the subordinate and other officials concerned should be called upon to 
han~e cash unnecessarily. He suggested that payments should be made by 
deduction from the purchaser's pay bill, and that the voucher on which the 
repayment issue is made should contain among other things a formula to the 
effect that the purchaser agrees to the price being deducted from his pay. 
There should be no limit to the amount which may be recovered from an officer's 
pa.y on this account. That an officer should be allowed to purchase articles 
from Government stores is in itself a concession, and Government are entitled 
to lay down the necessary conditions with the object of preventing the con-

, cession from being abused and the taxpayer suffering loss. 
47 .. With reference to fires which had rec.ently occurred the question 

was raised that while it is no doubt economical and justi~able for Govern-
ment not to insure their property, there is a fallacy in this proceeding unless 
at the Sdl'ne time Government buildings, etc., are provided with such arrange-
ments for protection as .would be insisted upon by an insurance company 
in the case of private buildings which it was desired to insure. The Quarter-
ma.ter General acknowledged the correctness of this proposition and stated 

• 



, 
tht.t 'v«y 'many army buildiDgl were so m.equipped in this particu1ar respect 
that no insUl'&D.oe compal;lY would agree to insure "them. He further pointed 
out that to make the buildings insurable, in the technical 8eDSe, would coat 
large sums of money. The Committee were of opinion that the subject here 
disc1l88ed should be more precisely examined by the administrative and 
financial' authorities. 

48. The Financial Adviser, Military Finanoe, was then examined "on the 
question of the frequent transfers of senior officers of the Military Accounts 
Department. His answer was that the existing cadre is. small and that owing 
to deputations, etc., frequent transfers were almost inevitable. Certain reme-
dial steps had already been taken. It was, however, hoped to reduce the 
difiicu1ties by a reorganisation which aimed at the abolition of District audit 
offices and the concentration of audit and budget control in the Commanda. 
This scheme. of reorganization is at the present moment being considered. 

49. In paragraph 30 of Section I of the Home Auditor's report on the 
Secretary of State's accounts, attention is drawn fill! the fact that the cost 
of a certain voyage performed by the R. I, M. S. 'Dufferin' had not b,eeD 
claimed by the accounting department in India for credit to Indian revenues. 
The Military Accountant General stated that the matter is now being investi-
gated. 
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APPENDIX. 

India .lrm1l Ordet- No. 119, dated eM 2nd March· 1926.-Re111ncltt oj eM 
e:risting 1. A. F. Z.-2150 " Tramport Indent" and introduction oj a standard 
"Transport Regiatt!r."--l. The pffilent I. A. Fs. Z.-2150 and Z.-2150-A. will be 
revised and amalgamated into one form to be called" Transport -Indent" 
and numbered I. A. F. Z.-2150, a.nd the Transport Indent Register will be stan-
dardised and numbered I. A. F. Z.-2152. 

2. On receipt the forms will be·taken into usc immediately and the old 
forms abolished. The following will be the procedure in the workin&( of the 
DeW forms:-

(a) The indenting party will send transport indents in duplicate to 
the Officer in charge of Transport. . 

(b) The Officer ~n charge, Transport, will enter up dettils in the TraDB-
port Register and, based by reference to duty sMotes of Transport 
units, wil~l.llocate the duty to a transport unit' or a hired trans-
port contra~r, filling up the portion marked II of I. A. F. Z.-
2100 in the original and duplicate indents. 

(0) The Officer in charge. Transport, will then return the duplicate 
indent to the indenting unit. 

(d) The Offioer in charge, Transport, will send the original indent 
with the order filled in. as at (b), above, to the supplying unit 
or contractor; or pOSBibly both, if the duty' is split up. In 
the latter C8.se a second indent form will be prep&1'ed by the 
Officer in charge, Transport. This latter procedure should 
however he exceptional and the duties will not be split up unless 
absolutely unavoidable. 

(e) The tra.nsport detailed will be entered up by the Officer in charge, 
Transport, in his Transport Indent Register. 

U) On completion of the duty, the transport lmit, or, contractor's 
representative, who carries the indent will have the completion 
certificate-Portion III filled up by the indenting party, and 
will then return the original indent to the Officer in cLarge, 
Transport, who will complete th~ portion marked· IV after 
checking the "Completion Certificate" (portion Ill) of the 
duplicate indent·-see, (g) below. 

(g) The indenting party will fill up the Completion Certificate on the 
duplicate indent to tally with that which he endorses on the 
original, and without fail will scnd the dupUcate copy inde· 
pendently to the Officer in ~harge, Transport within 24 hours 

. of the duty having been completed. 
(h) The original indentl'l after completion of Certificate IV WIll' then 

be returned by the Officer in oharge, Transport, to the transport 
• units 'or hired tran!lport contractor concerned. The Officer in 

charge, Trtnsport, will file the duplicate indents in bis office 
under lock and key . 

• 



(i) At the. end of each month the hired traneport contractor will 
submit to. the Officer in charge, Transport, his hill on I. A. F . 
.1.-68. This bill wiil be BUpported by the original indentl!! 
endorsed .. duty completed" as above. Atter check with the 
tl"8ill.sport register and duplicateindenta, the Officer in charge, 
Tra1l6port, will endorse the bill "correct according to the 
traDliport indent register and vouchers attached ann pa88ed to 
the C. M. A. for payment." The Officer in charge, Transport, 
will complete portion marked V of each original indent only 
and will send I. A. F. A.-68 supported by the original indents 
to the C. M. A. for payment, under a. covering memo. I. A. F. 
Z.-2011 in duplicate showing the numbers of the bills for-
warded and the amounts. 

(j) TbelUred transport contractor will be informed that his bill hal!! 
• be&a passed to the C. M. A. for payn~nt. 

(Ie) The C. M. A. will murn the duplicate ~'Vering memo. to the 
Otlicer in charge, Transport, with intitlition of payment of each 
bill and t.he latter will complete his transport indent eegis!er. 
accordingly. 

3. A contractor must submit, by the 5th of the month, to the Officer 
ill charge, TranspOrt, biB bill for all his hired transport service during the pre-
nous month. It is the duty of indenting parties to ensure that there is no 
delay in signing the .completion certificates. 

4. In the event of the oontractor losing an indent completed for voucher 
pIlrposes, afresh ind~nt will be issued endorsed" Dul"icate Original Indent 
No ............. ,stated to have been lost. (Sd.) .......... ~ ... , Officer 
.in charge, Transport", and passed by the Officer in chal'Jl:e. Transport, to the 
C.M. A., who after verification that no previous payment has been made will 
endorse it as follows :-

" 1 certify bt payaaent for the original of thia voueher has not pre-
·vio""'flyiJMn made." 

5. By the adoption of the above procedure Supply Order Forms, I·.A.F. 
·Z .... 21S5 will be abolished in so far as lIired Transport contracts are con-
.oern~. 

INDIAN ARMY SERVICE CORP!! OAnElt8, 'PART I, No. 26, DATED THlI: 23RD 
MA1tOR 1926. 

26. Hired TmnBfHHt. 
The Director of S. and T.regrets to notice inadequate knowledge generally 

of the prevailing conditions on which hired transport contracts are ba~: 
In future each A. D. S. and T. will keep for each station a Hir.ed TraJl8port 

Diary, in which, apart from other points he wishes to record, the following 
mUBt be noted :- • 

(1) Distanoes from the Supply Depot to thelailway ·Station, various 
unibl, the Bakery and the Butchery. 

(2) Distances from ·the Railway Station to ditto . 

• 



(3) The deticriptioDB of the local transport usually employed. thefr 
carrying capacity. and rate of DlGV~e!lt. • 

(4) Any special notes about work for Arsenals. • 
(~) Ditto for the M. E. Serrioe. 
(6) " .. "Hospitals. 
(7) .. .. "Butchery. 
(8) " " .. Bakery. 
(9) " .. "Grass farma. 

(10) " ., "Civil or Political. 
(11) Full description of the work on which the bulk of the hired trans-

port is employed noting nature, distance, and time, &ad any 
special notes thereon. • 

(12) Notes &tI to whea a full cart should be uaed in lie\l of the pie pet 
. maund per mile system. I · 

This diary must be Vrted on practical lines and not by reference to the 
civil or bynerrick rates i'lich often mislead. For instance the load usually 
earned by local carts e&n be easily found by counting the loads usually seeD. 
on the road. Distances should be taken off the map prefer&bly a large scale 
ODe, or measured by a motor car and should be certi1ied by the Garrison 
Engineer. .. 

These diaries are to be in the personal keeping of A. D. S. and TIl. and a.re 
to be handed over on relief to the incoming A. D. S. and T., 80 that the new 
comer will be rapidly in touch with local conditions. 

Some instances are given belo\\' to show the mistakes that have been made 
in the past owing to hired traD8port conditions not being properly known :-

(a) Five times &tI much as was nece888ry WM paid for stores carried. 
partly without and within cantonments, when they could have 
been carried within ca.ntonmenta the whole way. 

(b) Four hours work was paid for when tb,eo work was finished easily 
within two hours. 

(c) Carts were paid for at 10 maunds carrying power when the local 
custom was to carry 15 maunds. 

(d) A contract was made for coolies to carry 40 lbs. when they had 
been accustomed to carry 56 lbs. and still continued to do 80, 
though there was no reduction in the rate per cooly and the 
State lost accordingly. • 

(e) The carrying power of lorries, thelas, and reras being unknoWll 
and taken as the same as carts though usually double or treble. 

(f) Full carts being used on the pieper maund per mile system in lieu 
of a cart in the ordinary way and 80 per cent. extra. paid thereon, 

(g) ,",ontraclt made for 8 hours well work and the contractor only 
giving 6 and stating that. t.he remairting 2 was for rest a~d ~ood, 
and then claiming oVertime when the full 8 hours was llll'llsted 
on. 
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(A) Increase' of 40 per· cent. given by an inoorrect sta.tement of lut 
year's conditions being given in the comparative statement of 
tenders .. 

(i) The system of allowing 3 pie per maund for coolies at a railway 
sta.tion. When this system is not followed coolies have worked. 
satisfa.ctorily and unloaded from the ttain and loaded up carts 
at 7 annas per 100 maunds which oil the other system woulci 
have cost Rs. 1-9-0. 

INDIAN ARMY SERVICE COR!':", ORDEB.'l, PART I, No. 51, DATED TIIlil 12TH 
MAy 1926. 

M. Hi.red Transport. 
. In continuation of 1. A. S. C. Order No. 26, Part I, dated 23rd March 

1926, the follqwing further cases of mietakes over hiredtraMport contracta 
have come· to ~ght : . 

(1) ItwJ,8 stated in the form that a day con;ted of 8 hours. Certain 
carts used on the linE! of march were billed for at .. rate of 3 days. for every 
24 hours. This shows the necessity of not, givingal'bitrary meanings fA) "orda 
with well known meanings. 

(2) A contractor supplied 130 carts in a month. Some1rot'ked . one day, 
othel'8 2 or 3 days, mAking a total of 221 cart days. The Transport Officer 
filled in the Supply Order as under :-Already.supplied during Ma.rch1921.~ 

Number or quantity.-I30 carts country. 
When required.-Already supplied for 221 days. 
Rates.-Hire to be paid at daily rates for 221 day!'. 

The amount payable Rs. 1,167-2-6 was shown correctly. The contractor, 
though as the wording showed it was impossible for March to have 221 days, 
biDed for 130 carts at 221 days each, and obtained the mOIDey but was subse-
quently made to refund it and was otherwise punished. 

(3) A ~tractor hac:t tyvo rates-
(1) At 6 pies per maund per mile. 
(2) At 12 anDaS per cart for 5 hours. 

The carts employed in the Medical Store Depot were empl~r.ed und~ 
rate (1) but were very.often kept all day and never used and theref~ not pa.1d 
fo'r. An arrangement was then made for a cartea.rrying 10 inaunds for the-
whole d~y at Rs. 4-8-0 for the Medical Store Depot, but itithe supplementary 
rate list no mention was made that these· carts were only for the Medical' 
Store Depot. The contract was then transferred to another contractor 
without the I. A. S.C. being informed, though the C. M::A.. was, and no 
fresh contract was drawn up as required by A. R. I., Volume III, para. 144. 
The new contraotor in collusion with a supervisor in the M. A. D. then charged 
for all carts on the 10 maunds basis, i.e., if he had 30 maunds to lift he would 
do it lritb 1 cart in 3 trips, ~ut charge for ? carts on9~e triP.. . 

Disciplinary.actionwas taken in this case. • 
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