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REFERENCE.

" The following motion was made by the Honourable Sir BasiV Blackett
in ‘t]l:Ie Legij&itive Assembly on the 25th January 1926 and adopted by
the House :

‘‘The Assembly do proceed to elect eight members to be members of the
Committee on Public Accounts.”’

In pursuance of this the following members were elected by the
House :(— :

Pandit NILKANTHA Das, .
Sardgr GuLas SINGH.

Mz. K. C. Ngouy.

Mr. AaMap ArLi &KHAN,

Maulvi Syep MurTUzZA SAHIB BAHADUR,

Dr. K. G. LOHOKARE. N

Rev. Dr. E. M. MACPHAIL,

Sardar V. N, MuTraLIK.

The following members were nominated by the Governor General under
rule 51 (2) of the Indian Legislative rules :—

Mr. N. M. JosHI.
Dr. S. K. Darra.
Colonel J. D. CRAWFORD.

Subsequently Mr, Ahmad Ali Khan, by accepting an. office under
the Crown, vacated his seat in the Assembly and consequently ceased to
be a member of the Committee, In view, however, of the fact that the
present Assembly will be dissolved soon it was decided not to fill the
vacancey. )

Under rule 51 (3) of the Legislative rules the Finance Member is
the Chairman of the Committee.



Report of the Public Accounts Committee on the accounts of 1084.26,
1.—Ezcess Votes. ' .

1. The folléwing table compares the amount of grants voled by Yhe
Assembly with the total expenditure out of those grants. :

k! '

Grants sanctioned by

the Assombly.
: Final Actual
grant. expenditure.
Original Supplementa- .
grant, ry grant.

Expenditure oharge& to 93,80.90,900 1,91,65,000 95,72,35,800 91,11,10,430
Revente.

Expenditure charged to 33,14,53,000 15,000  33,14,68 000  15,98,32,951

* C&pitgl . .

Total expenditure .. 1,26,95,33,900 1,91,70,000 1,28,87,03,000 1,07,09,43,381

Disbursements of Loans  20,06,15,000 . 20,08,15,000  17,17,04,242
and Advances. S

Grand Total .. 1,47,0148,900  1,91,70,000 1,48,93,18,900 1,24,25,47,623

Excluding loans and advances, the actual total woted expendit.uré was
thus Rs. 19,85,90,519 below the original grants and Re. 23,77,60,519 below
the final grants sanctioned hy the Assembly. - )

2. If the total voted and non-voted expenditure is taken, the position is
as folloys :—

Actual
Original Grant.  Final Grant.  expenditure.

- Ra. Ra. Rs.
Revgnuo Expenditure .. 2,00,26,94,900  2,13,88,74,98¢  2,05,00,79,316
Capital Expenditure .. 33,20,95,000 33,22,92,000 16,06,69,003
Loans and Advances .. 20,08,15000  20,08,15000  17,17,04,242

Totd .. : .. 2,62,5404900 2,67,17,81,084  2,38.24 52,561

It will he seeq that against the grants aggregating 2,67,18 lakh, the
T 90FinD : e PPV
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kilnately 10.8 per peht. ‘This saving may be roughly distributed as
foliow;.:&-- ‘e -

. In crores.
_ Railway expenditure charged to revenue .. 4
¢ Railway expenditure charged to capital - . 163
L Military expenditure ' * 2% \
Loans and advances . v, 3
Other items .. 28
ToraL o2

3. Bo far as the non-voted expenditure is concerned, the grants aggre-
gated 1,18,25 lakhs and the expenditure 1,13,98 lakhs—a saving of 4,27 lakhs
or of only 3.6 per cent. By far the largest portion:of this saving occurred in
the Militury Department, the amount being 2,81 lakhs! This was due
partly to decreased expenditure on the purchase of stores and partly to an
adjustment in India’s favour of some payments to the War Office arising
out of claims in connection with war expenditure. The other larger savings
were chiefly under Railways (89 lakhs) and Refunds of revenne from
Customs and Taxes on Income (51 lakhs). There were also smaller suvings
under other heads, but these were almost wholly counterbalanced by an
excess of 61 lakhs under ‘ interest on ordinary 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 lakhs, while
the actual expenditure amounted to 1,24,27 lakhs only. The saving of
24,66 lakhs, which is nearly 16.5 per cent, of the aggregate grants, is made
ap mainly of the following items:—

Revenue expendsture.

. Lakhs.
Railways .. . . . .. 8,08.
Civil Works .. e .. 21
Miscellaneous .. . .. .. 31

Capital Ezpenditure.
Railways . .. o .. 16,56
Telegraphs . .. . .. 56
Loans and Advances .. .. .. 289 ¢

The savings in Railway revenue expenditure largely represent econo-
mies in working expenses, for example, in the consumption of coal, a
decrease in payments of compensation claims, and adjustments in con-
nection with the Privy Council’s decision regarding customs duty on stores
for colapanies’ lines. To a certain extent, thgy are the result of the deci-
sion o debit the loss on re-valuation of stores to Railway reserves instead
of to working expenses. Elsewhere the underspending is due to various
causes. The sum of 21 lakhs under ‘ Civil Works ’ is spread -over a
number of items but includes unallotted resarves with the Government
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" of India and 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-
ments to persons who suffered from enemy action. Thé very large sayings
under Railway capital expenditure acerued to a small extent owing to the
adjustmends in connection with the Privy Council’s decision referred to
above but mainly in circumstances similar to those explained in péra. 8
of our Report o&ithe accounts of 1923-24. As stated therein, steps have
been taken to cut \lown the capital grant rigorously from 1925-26 onwards.
The underspending of 56 lakhs in Telegraph capital outlay is the result
of over-estimating on the part of the departmental officers. The excess
provision of 2,89 lakhs under ¢ Loans and Advances’ is the result of
Provincial Governments having borrowed 3,78 lakhs less than anticipated,
counterbalanced by larger loans to Indian States amounting to 1,27
lakhs. It is understood that steps have been taken to impress upon ,
Provincial Governments the desirability of supplying the Government
of India with more religble estimates of the advances required by them,
and very large variations gre not likely to recur in fature except in
very speeial circumstances.

5. Excess expenditure has been incurred over the voted grants for
‘swhich an cxcess vote of the Assembly is required irg the following cases :—

Excess over grants,

No. Amount Aoctual
Item of Grant. granted by expendi- Exoess,
No. Grant. Assembly. ture,
1 11 Indisn Posts and Tele- 8,27,53,000  8,41,81,602 14,28,602
graphs Department. .
2 21  Burvey of India . 23,48,000  24,61,327 1,183,327
3 28 Archmology . 12,290,000 12,886,702 . 67,702
4 290 Education .. . 3,81,000 3,82,546 1,548
5 33 Oivil Veterinary Services 6,45000  6,58,396 13,395
6 “37 CQCensus .. .. 1,000 3,330 2,330
7 89 Joint Stook Gompanies 1,32,000 1,33,483 1,483
8 45 Supersonuation Allow- 33,00,000 35,683,167 2,063,167
ances and Pensions.
.9 49 Refunds .. . 94,83,000 96,64,548 1,81,648
° 10 51 Baluchistan .. .. 26,25,000 27,65,733 1,40,733
" 11 60-A Irrigation not oharged 15,000 95,808 80,808
to Revenue, *

In spite of the opinion expressed repeatedly by the Public Accounts
Committee, and in particular their statement in para. 14 of the report
on the accounts of 1923-24, that with a well-regulated system of control over
expenditure fhere ought not to be any excess at all—an opinion en-
dorsed by'the Government of India in para. 7 of the Finance Department
Resolution dated 1st June 1926 where it is stated that ‘‘ an excess®vote Appeniix 3
is in essence a thing which ought not to oceur for it represents a failure on
the part of the executive Gpvernment to observe the limits set by the Legis-
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lature in votmg grants for expenditure ’—nevertheless the number ot
" excér vptes reqyired in respect of the year 1924-25 exeeeds the nnmber in
1923-24 thohgh ;hé gross amount of excess eXpendtture is lesﬂ

ostlon 285) Rembi —'{‘hnsmlzofd contams provision not only for the working
expenses but also ‘ endityre finapced from revenue, and

the Sfores, Sps ense Account of the department is aevo&mﬂm%der the

latter head onsequently the value ‘of stores issued to the grant ‘‘ 61:—
‘ tlay ‘on Telegraphs ** “consfitutes a credit t¢ Grant 11. ‘The
ictual ‘issue of stores to ¢Hpital fell far below the estimate 'with the rebult
Hat ‘the credits to Grant 11 were not realiged to the extent anticipated.
The necesslty for a supplementary grant was not foreseen in time to cover
(,he ex¢ess which is dbe to failure_to. act wp fo 1 the tal programme
on Te‘legraphs There a8 & eorrespon ng seving W er ‘the capital

head

(Qotion 616) - Item 3.—The excess was due to (1) non-realisation of probable savings,
(2) ati erroneous adjustment of Rs. 42,502 which, is being rectified in the
accounts for 1925-26, (3) larger: expendxturg on Survey parties working
for Provincial Govemments, and (4) inadequate .realisations from sales
of maps. Information about the first two causes which mainly account
for the excess was recexved too late to obtain a supplementary grant,
We hope for better vigilance now that Pay and Accounts offices have
been instituted.

(Question 461.) Item 3.—The excess resulted from accounts adjustments for the
upkeep of monuments and gardens which had to be made after the close
of the year when it was not possible to obtain a supplementary grant in
contray: ention of a previous recommendation of this Commlttee

(Question 509.) Ifem 4—The slight excess was due to non-realisation of anticipated
racoveries from the Rajkumar and Aitchison Colleges. As thig fact was
not brought to notice in time, no supplementary al.lot.ment was asked for.
A similar excess was mcurred in 1922-23 and steps since taken will pre-
vent ‘a recurrencé.

(Questivn 501.) Item 5.—The excess which was to some extent covered by an allotment
from the Finance Department reserve, was due partly to the adjustment
on account of Customs duty on stores and partly to inereased contingent
charges. The bulk of the expenditure on Customs duty on stores was
passed on by the Accountant General, Bengal to theé Aeccountant General
Central Revenues for adjustment in the latter’s March 1925 (Supplement.
ary) accounts when there was no time for obtaining additional funds. The
action of the responsible officer in replacing missing journals and largely

. overspending the provision for Contingencies in March 1925 showed a
complete disregard for the rules of appropriation and was one of the
main causes for the excess, The adjustment on account of stores should
bave .been foreseen by the controlling authorities,

(Question 854.) Item 6.—The excess was mainly due to extra ¢x endituyre in connec-
tion with the preparation of Life Tables of the Indian Census’of 1921
- which ¢ould not.be foreseen at the time of frammg the hudget. This is an
excess only in theory ps it was covered by an allot.ment from the Finance
Department reserve. \

[J
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Item 7.—The excess has been explained as due to.a laxge arrear pay- (Quaskion 1147

ment for ¢4 years of leave and pensionary contributlon to the Madras
Govt. and to an arrear adjustment made after the close of the year. In
this case also the amount was covered by an allotment from the Finance
Department reserve.

Item 8.—The excess was due in general to the adjustment of pension-
ary charges from §ommercial departments and in particular to the recover'y
on this account from the Posts and Telegraphs Department not having been
finslly settled within the year. Less recovery from commercial depart
ments was made and the fact was not brought to notice till it was too
late to ask for addifions]l funds.

Item 9.—The excess was due to an omission to ask for a grant to cover
refunds of freight tax which is attributable to a defeet in budgeting pro-
cedure. The' item was adjusted in the Railway books and in framing the
estimates on the civil %ide] this matter was overlooked. This tax no
longer exists.” Steps have n8w been taken to see that in future similar
refunds are provided for in the proper estimates.

Question 810,)

Quedtion 827.)

Item 10.—The excess was mainly due to theewriting-off of irrecover- (Question ¥61.)

able temporary loans. As the Government of dndia decided atfer the dtoms
ﬁ%oh adjustment should be effected in the accounts of the
year in which the sanction to remission of the recoveries is accorded, neces-
sary adjustments were made in the acecounts of 1924-25. The excess there-
fore remained uncovered, as it was too late to arrange for funds.

Item 11.---The excess was mainly accounted for by the fact that certain (questionsgyy

adjustments were made under ‘‘ Miscellaneous Advances '’ for non-receipt
of contributions on account of the construction 6f the Guide bund at Dera
Ismail Khan. This could not be forescen and the amount was not covered
by a supplementary allotment. ’

6. It will be scen that the causes for the excesses may be summed up
under the following general heads :—

(1) Introduction of new accounting arrangements for the first
time in 1924-25, e.g., the system of treating pensions on account
of commercial departments as deductions from the grant for
suiperannuation.

(2) Excess covered by allocations from the Finance Department
reserve but not by supplementary grants obtained from the
Assembly, e.g., Grant 39-Joint Stock Companies where
Bs. 12,000 was allocated from that reserve for establishient
charges payable to the Government of Madras. Similarly
urder Grant 37-Census the excess was covered by the allocation
from the Finange Department reserve asKed for before the
end of the year. The reasdbn why supplementary votes®were
not obtained at the time was due to the view that was then held
that an allotment from the reserve avoided the necessity for a
supplementary egrant. )
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(3) Difficulties encountered in watching the progress of expendi-
ture owing to large amounts being brought to account after the

close of the year, e.g., in the Posts and Telegraphs Department
and the Survey of India.

¢ (4) Failure to observe the rule that belated adjustments should
be brought to aceount in the year in which they were discover-
ed and not ante-dated, e.g., the claim of the)United Provinees
Government on account of the maintenance of the Archsologi-
ca] Department gardens was adjusted in the Accounts of 1924-
25 instead of in those of the year 1925-26 as the question of
the debit was raised only in July 1925.

(6) +Over-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 ander Grant 11-Indian Posts
and Telegraphs Department, (page 2, Posts and Telegtaph Ap-
propriation Report) ‘is a repercussion of the:failure to act
up to the capital programme on Telegraphs’. Credits tc

' Grant 11 weére not realised begause actual issues of stores to
capital fell far Below the estimated amount.

7. The question of remedying 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. .

I1.—General.

8. The Committee gave careful consideration to the question whether

erolal working expenses of commercial departments and similar charges should
similer be exhibited grost or net in the accounts and estimates. A memorandum

{ ]
“b"

oxhibi
groas or net,

on this subject was handed in by the Finance Department to the Publie
Accounts Colnmittee of 1924 and appears as Appendix X to their report

(Bvidenco pages of the 6th September 1924. Owing to lack of time neither the Committee

18 ané
Question 13.)

of that year nor the Committee of 1925 were able to take up the subject.
We examined the Finance Secretary at length upon the memorandum
referred to and upon the general question and had the advantage also
of hearing the views 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 views expressed by these
authorities. , ’

-

¢9. The primary concern of the Pubiic Accounts Committee is
‘with the form in which the Demands for Grants and the corresponding

Appropriation Accounts are prepared. It is clear that the guiding
L]

[
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" principle in regard to the form of the Demands for Grants in this con;ﬁ'om
nection is that the Government should not be in possession of funds fof for grants.
expenditure on a voted service which have not been voted and appropriated (Question 1%
by the representatives of the people for that service. To this principle
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, the sum
in question nee§ not be voted over again by the Central Legislature in
cases in which ab the moment when the money is expended by the Central
Government the expenditure can be definitely identified and brought to
account as provincial expenditure. This qualification does not cover cases
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 Provincidl
Governments and paid for by them only as and when they require
stationery. All expenditure, therefore, which is to be incutred by the
Central Government on a voted service, with the one exception of expendi-
ture which has already’ been voted by a Provincial legislature in the
circumgtances explained abbve, should be subjected to the vote of the
Assembly. There are, however, numerous cases, especially in connection
with the departments whose accounts have been or are being commerecialised,
where it is necessary to show the same expendifure twice over in more
than one Demand for Grant presented to the Assembly. In such cases it is
as a rule desirable in order to avoid inflation of the figures that a sum
voted under one grant should appear as a reduction from expenditure in
the seccond grant. In these cases the expenditure should be shown in the
Demands for Grants both gross and net, but only the net expenditure
should be submitted to the vote of the Assembly. A similar course should
be followed in the case of grants where the expenditure includes outlay
of sums voted by the Provineial legislatures in the circumstances indicated
above,

10. The Committee are not directly concerned with the form in which Jorm et

the Aceounts which go to make up the Finance and Revenue Accounts are Question 1s.)
presented. 1t appears to them, however, that the view expressed by the

Auditor General is the right one, namely, that with a view to clearness of
pbresentation and to giving a ecorreet picture of the activities of all the

spending departments of the Government of India, the accounts of expendi-

ture should work up to a gross figure of outgoings and that working

expenses, charges for interest, ete., should not simply be shown as dedue-

tions from receipts. 1If thought desirable, a separate statement bringing

out the net results of the working of a commereial department can always

. be drawn up. ™

The question of the form in which the Budget shonld be presented also orm of the
arises in the same connection. Here the important desideratum is that S““"v
the form of presentation should be the one best caleulated to give a clear

and intelligible picture of the financial position of the Government. If

the whole of the expenditure, including the working expenses of com-

mereial departments’and so on, is brought t4 aceount as expenditure, and

the whole of the receipts inclu(iing the working receipts of the commercial
departments are brought to account as revenue, a true statement® of all

the activities of the Central Government is presented to the public, but

both the revenue and exp.enditure sides of the account may appear inflated.



Finanoe
De

'!'okon Vote.

ont
(Question 854.)
.report on the subject of the use of the reserve placed at the

¢ 8

" On the otheér hand, xf only the net recelpts tgnd net expendxtnre are #hown,
the public may be misled in regard to %roport;on of the time and
ehrgies: of .the Central Government and of the reyenues of the country
which are spent on particular services, and important spheres of Govern-
ment 3otion may be obscured or forgotten., We do not offer s final opinion
on this question, but we are inclined to thmk that the best solutlon will
be for the figures in the Budget Speech itself and in tpe various state-
ments issued at the time of the Budget to show both the Zross and the net
expenditure in appropriate forms. The ﬁgures of gross expenditure would
include all the outgoings of the commercial departments, including the
sums which they pay to the Central Government for the interest on the
capital which they employ, and all the receipts of those departments would
appear under the head of gross revenue.

11. The figure of approximately 130 crores at which recent budgets
have bgen balanced represents neither the gross nor the net expenditure of
the Central Government. The working expense# of the Posts and Tele-
graphs Department and of the Railways aro efeluded on both sides, but the
interest on the debt ineurred in order to provide these departmehts with
capital is shown as expenditure of the Central Government and not as &
deduction from the recejpts of the commercial departments. In the state-
ment of net expenditure and mnet revenue which we contemplate the only
entry relating to Railways would be, on the revenue side, the contri-
bution, ‘and on the expenditure side the loss on strategic lines. In the case
.of the Posts and Telegraphs Department only the expenditure on buildings,
ete., which is treated as eapital expenditure for the purposes of the commer-
cialised accounts, and the net loss if any on working, would appear on the
expenditure side, and only the net gain if any on the revenue side. It
would be desirable if a similar method of presentation could be adopted
for the Opium Department. In the form of the Budget as now presented
the interest paid by the Provincial Governments on capital advanced to the
Provineial. Lioans Fund is treated as a deduction from the expenditure of
the Central Government on interest on debt. We doubt if this is the most
desirable form of presentation. This would be the natural form to adopt
if the money 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 a guarantee of the Central 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 expenditure of the Central Government even
thongh it is set off by interest received from the Fund to which it is lent.
We therefore suggest that it would be preferable that the whole of the .
interest payable by the Central Government on money borrowed for the
purpose of lending to the Provineial Loans Fund should appear as expendl-
ture of the (kntral Government, and the interest received from the Provin-
cial Loans Fund should be treated as non-tax revenue.

12. We have been given to understand that legal diffienlties
have stond in the way of the suggestions made by the Publie
Accounts Committee of 1925 in paragraphs 80 to $3 of their

disposal of the Finance Department, and on the question of creating a Civil
Contingencies Fund. on tbe English model. Somewhat similar obstacles
have also arisen in regard to the suggestion made by the same Committee in
para. 20 of their Report for the adoption of the system of a token vote. We
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" sancur generally in the principles underlying the recommendations of ong
predecessors. We understand that the main objection tgken by the Legisla-
tive Department to their proposals is that it is ultra vires of the statutory
rules under the Government of India Act, or at any.rate contrary to the
spirit of that Act, that the Assembly should be asked to vote the¢ same
sum twice. It seems to be held that if the Assembly has once voted money
for a reserve in the hands of the Finance Department and the Finafice De-
partment has aocated a portion of that reserve to cover an excess over the
amount aveilablt to meet voted expenditure under another grant, if is
objectionable that a supplementary grant to cover the latter excess should
be presented to the Assembly. Similarly, objection is taken to the device
of a token vote on the ground that this involves 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 for
grants, particularly in connection with the commercialised departments,
would reveal numerous. cases in which money is already int efect voted
twice over by ‘the Assembly, and we are inclined to think that if the
ordinary rules of app®priation and the needs of eorrect accounting are
to be observed, a strict appReation of the theory that it is unconstitutional
to vote money twice will be found to be impracticable. We do not see that
it is open to any strong objection of prineiple. It is true that money voted
for the purpose of the Reserve in the hands 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, as proposed by our predecessors, from which advances
would be made as required and recouped in due course, out of moneys
voted under the appropriate Demand Grant, so that the Fund would never
bear any final charge, This is the course which we would recommend as
the ideal one, but so long as the present system of voting a reserve annually
is maintained, we think that the allocation of money from the reserve for
expenditure under another voted 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 means alone. We would therefore
suggest that if on re-examination the Legislative-Department remain of the
opinion that the voting of money twice over by the Assembly is ultra vires
of the existing statutory rules, steps should be taken to alter those rules.

Over.
13. We have devoted careful consideration to the evidences of a tend- *tima
ency to over-estimate expenditure in the preparation of Demands for Graﬁtu“.“a’a?“
wh_lc]_l are afforded by numerous instances brought to notice in the Appro-
priation Agcountg now under review. It appears to us that this tendency
o over-estimate is particularly noticeable (a) in the provision made for
esjablishments and () in the sums entered under heads relating to expen-
ditur® on works whether chargeable to capital or to revenue. Tt seems to
have been the regular practice for the provision under such heads as pay
of establishments to be caleulated on the basis of existing eadres with little
referex}ce, if any, to the probability of savings due to casualties, leave
seconding to other duties, and so on. The result is that at the end of the’
year comparatively large underspendings are brought to light for which
allowance might well have been made in the original estimates. The exist-
ence of such margins facilitates re-appropriations to purposes not eon-
templa;ed_at the time when the budget was framed, for which no specific
authonsa.hon.has been obtained from the Assembly, and even if, as we are '
assured is the case and s the comparatively large realised surpluses on
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fecent budgets teind to prove, the Finance Department has been inereas-
*ingly -strict in recent years in preventing such re-appropriations, we are
nevertheless of opinion that steps should be taken to ensure that the pro-
vigion under such heads as pay of establishment should be based not only
on existing cadres, but also on the experience of previous years, and a
suitable lump sum deduction made for probable underspendings under
these particular heads. The Finance Department have already iatrodueed
with ddvantageous results in the past two years the system of making
lump sum cuts in the demands for grants as a whole to alfobw for probable
underspendings, and we expect that the effect will be to feduce the extent
of underspending disclosed in the estimates of 1925-26 and 1926-27. We
are inclined to the opinion, however, that this system should be applied
more boldly than has yet been the case, and that further improvement could
be 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 also proved ‘of utility in relation
to estimates of expenditure on public works, etess There seems to be an
incurable and on the whole laudable habit, emong officers charged with

(Quutiom 927.) the duty of spending money on carrying out public works, of being over-

sanguine as to their capacity to spend .during a given period. One
witness informed us that 13 years’ experience in the case of the New

®Quesison 1041) Nolhi building project showed that the average underspending year by year

as compared with the estimates of the Engineers was 25 per cent.
Once it has been decided to proceed with the erection of a building or the
carrying out of a work, it is usually uncconomical to allow progress to be
delayed by the allotment of insufficient funds, and it is undesirable that
the amount which the department desires to spend on a given work during
the year should be understated in the cstimates presented to the Assembly.
On the other hand, experience proves conclusively’ that though the whole
amount provided for this or that work in the programme of the department
may actually be required during the year, there is invariably failure to

Mw,,_,work up to the programme as a whole. TIn the grant for railway capital

-

expenditure where of course budget figures are not affected hut only the
ways and means forecasts, the arrangement with the Assembly by which
a sum of 30 crores together with any underspendings in previous years
was to be provided year by year for 5 years led in the years 1923-24 and
1924-25 to the inclusion in the estimates of a figure vastly greater than was
ectually expended or was ever likely to be expended. The fact that this
arrangement broke down in practice has been frankly recognised in the
. budgets for 1925-26 and 1926-27 and a new system adopted under which the
engineers and Agents of the Railways concerned have been asked to make

a careful estimate of the sums they expect to spend upon the sanctioned -

works, and after scrutiny by the Railway Board these sums or such lesser
amounts as may eventually be decided upon are placed at the dispgsal of
the spending authorities during the year, but the Financial Commissioner
for Railways makes his own estimate for budget purposes of the total
amount likely to be spent, and it is this figure which is entered in the
Demands for Grants. The difference between this figure and the aggregate
total of the amounts placed at the disposal of the Apending authorities 18
shown as a deduction for probable undergpending. We thiuk that a
minil8r system might with advantage be introduced in every case, .whether
the charge is to capital or to revenue, where expenditure on public works
is in question. ’ ’
[
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15. A very interesting memorandum, which appears as Appendix XV commeretal
to our report, was handed in on behalf of the Posts and Telegraphsifed = o or
department explaining in some detail the principles adopted and the the Posts
methods followed in arriving at a commercialised account of the working Telegraphs
of this department. We had further the opportunity of examining Qetrsment.
the authors of this memorandum at some length in elucidation of the
subject.® The system is an elaborate one and the fruit of several years
of expert congideration, and we are statisfied that it results in the pre-
sentation of thq accounts in a significant and useful form working up to
a figure of net annual profit or loss which, when the new form of account
is fully in operation and some minor improvements have been introduced,
will in our opinion be as accurate as 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 the calcula-
tion on an actuarial ba®is of the annual charge for pensions. The figure at
present adopted is an arbRrary ome of 50 lakhs representing approxi-
mately one and a half times the actual charge for pensions now payable.
This figure is based on corresponding experience in (Great Britain and
it is intended to retain it unchanged, although fhe true cost is naturally
increasing year by year, until the calculation is completed. The intri-
cacy of the caleculation and the necessity of eompiling elaborate statisti-
cal data will, we understand, probably involve an interval of at‘least two
years more before the present interim arrangement can be termi-
nated. We are informed that the present figure of 50 lakhs is probably
an under-charge rather than an over-charge.

* 17. An endeavour has been made to arrive at accurate estimates of the
cost of services, not paid for at once in cash, rendered by the depart-
ment to other Government departments, and we are assured that full
credit has heen given to the Posts and Telegraphs Department on the
revenue side of the account for all such services. We are not, however,
entirely satisfied that the accounts as vet give sufficient credit to the
department for the work done on hehalf of the Government and the
publié¢ by the radio system which the department operates at a loss of
from 7 to 8 lakhs a ygar, only a portion of which can legitimately be re-
garded as loss on the working of the telegraphs. We think this point (Question 10L)
should be examined by the Government, and unlesg the labour involved
is likely to be serious, we consider that a separate profit and loss state-
ment should be worked out for this part of the department’s activities.
Other minor points under investigation include the question of the cPedit
due to the Department for railway telegraphs and the credit due to the
felegraph and telephone portions of the account for services rendered to
the postal department.

(Question 88,

18. A considerable number of cases have been brought to light inprareingof
the accounts for the year 1924-25 in which loss of the taxpayer’s money “m“‘?&'d
has resultgd from the faulty or insufficient considered drafting of zon- sad1898,)
tracts entered into on behalf of the Government. Examples will be found

1n paragraphs 60, 61, 158] 202(«a), and 205(a) of the Accountant @eneral,

Central Revenues’ report. Another case of rather a different character con-

nected with a contraet for the employment of a public servant will be found

in paragraph 99 of the sgme report. The particular cases mentioned on pages
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43 to 17 of the Audit report on the Army acoounts and dealt with in para-
graph 43 of the proceedings of the departmental committee on Army ad-
counts (Appendix XVI) are interesting as showing the valuable results
which. may ensure from the examinationt of the accounts by-the Audit De-
partment and the Publie Accounts Committees The defeots hrought to
light by, these cases have been remedied by the Army Deparment which
has ifsued en -Indian' Army  Order; given in an, appendix to
the. report of the Army  Aecounts Committee just .mentioned, in
which: the mistakes due to faulty drafting of contracts for hired trans-
port brought out in the Audit report have been specially brought to the
notice of all concerned and directions have been given for the introdue-
tion of standard.forms 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 making payments upon
., them is very 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 ghe officers responsible
for giving out contracts before they are finajJy entered into. Standard
formg of contract should be adopted wherever possible and the rates
mentioned in the contracts subjected to adequate prior serutiny. In this
connection we desire to reaffirm the view expressed by the Committee
of 1925 in paragraph 49 of their report and accepted by the Government of
Appendix 1. India in Finance Department Resolution of the 1st June 1926 paragraph 27,
that the Finance Department should make rules to provide that any con-
tracts containing any unusual conditions should not be entered into with-
out previous consultation with that Department, and that material varia-
tions in contracts once entered into should not be made without its sane-
tion. Several cases have been brought to light in which executive otficers
have incurred considerable expenditure by varying contracts without eon.
sultation with the financial authorities. We desire also to re-affirm the
important principle that whenever practicable contracts should be placed
only after tenders have been openly invited. It is no doubt necessary, that
diseretion should be reserved to the executive authorities on grounds which
should be recorded in writing to dispense with tenders in special cases where
it is clearly in the tax-payer’s interest to do so, but such cases should be
comparatively infrequent, should he admitted only when there are very
special reasons for making an exception to the general rule and should

be subjected to close serutiny both by the executive and by audit.

: 0~ 19. The Committee of 1925 in paragraph 20 of their report suggestad
E{"‘a.:." to. that new and important items of voted expenditure not contemplated when
‘roted Bew  thesorigin estimates were framed, of which the cost can be met out of
ul:‘“ savings elsewhere within the grant, should be br.ought to the notice of the
umny by Assembly by means of a token vote. The question of the adoption of the
Token Vote. jovice of 4 token vote is dealt with in another paragraph of our report.

What we desire to do here is to draw attention once again to the import-
ance of the rule that expenditure of a kind which is technically of the
i nature of a ‘‘ new service ”’ ought always to be brought to the notice of
. the Assembly and subjected to its vote, even though it may bg possible to
*(Question 1124) pay for it by reappropriation from savings under other heads of the voted
grant o which it iy chargeable. Normally, indked. provision for new ex-
: pendituro on- a new kervice ought, wherever possible, to be made in the
original estimates of the year and not by mearns of a supplementary esti-
mate at all; but if, as is doubtless inevitable, occgsions arise where it in in
the public interest to begin to incur expenditure during the course of a
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financial year on a new service for which provision was not made in the,

original estimates, in the case of voted expenditure statutory rules require

that a vote of the Assembly should be obtained for that specific purpose

and it is not enough that the matter will have been brought before the

Standing Finance Committee in any case. 'We trust that the Auditor

Geperal and his staff will carefully scrutinise the cases in which reappro-
priations~have been allowed during the course of the year with'a {iew to

ensuring that this rule in regard to’ new services is duly observed. An

instance in point where we are doubtful whether this rule may not have

been infringed oceurs on page 281 of the Audit and Appropriation Ae-

counts (Civil) for 1924-25 where footnote (d) brings out the fact that a

sum of Rs. 14,516 was reappropriated from savings under other heads

of Account No. IX-Commerce Department under the head of General
Administration, and devoted towards meeting charges for the maintenante (Question 1122.)
of the s. s, ‘“ Dufferin ”’. We agree with the Auditor General that the

charge was not properly brought to account by the Accountant General

under the Head—Contingencies—Commerce Department., (See Appendix

XI.)

20. The cognate questian of the use of savings under non-voted heads geap
for new expenditure not provided for in the original estimates arises out of f:#;“:' ot
the comment contained in paragraph 39 of the Auditor (feneral’s letter to non-voted
on the Appropriation Report on the Army servijces and paragraph 30 of {,‘:m':ﬂg“
the report of the Committee on Army Accounts for 1924-25. In the case of ?::ng,
non-votecd expenditure the sanction of the Government of India in the Fin- statement
ance Department takes the place of the vote of the Assembly. Riiles have ’.‘-‘g’f.’.’.{.
been laid down by the Secretary of State and are strietly observed in re- Pepartment
gard to the reappropriation of mouey saved under one head of the Army House
estimates to expenditure under another, and the Finance Department’s (°f: para. 22
approval is invariably obtained for all but the most minor cases of virement.
Corresponding rules dé not appear to have been framed in regard to reap-
propriation from one head to another in the case of non-voted expenditure
for services other than the Army, though we understand that the Finance
Department’s approval is required for all important cases. . We think
that the Government of India might with advantage examine the desir-
ability of framing rules embodying the principles followed in the case
of Army expenditure fov application to other cases of non-voted expendi-
ture. Tt is bmportant that tho Finance Department should be strictly
serupulons in its exercise of such powers of reappropriation, aud we agree
with the view expressed by the Committee on Army Accounts that a dis-
tinction should be observed between reappropriations made to cover excesses
in normal expenditure and ecases in which savings were reappropriated
to cover the cost of mew measures which were not provided for in the
cstimates, and that it will be convenient for such reappropriations to  be
-mentioned by the Auditor General in the annual Appropriation report,
ndtwithstanding the fact that such reappropriations involve no irregularity
provideg the Finance Department’s sanction has been duly obtained.

21. Tt will be convenient to refer at this point to the subject mentioned Appendix 1.
in paragraph 12 of the Finance Depariment’s Resolution of the 1st June
1926 arising, out of paragraph 21 of the report of the Public Acecounts
Corhmittee of 1925, namely, the rule that all excesses over sub-heads should
be formally reportéd to thé department with whowm the power of regular-
ising such excesdes rests, that is to say, in most cases the Finance Depart-
ment, and should be formally sanctioned by that Department, if possible
before the close of the year, and in any case before the Appropriation
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‘atcount is finally drawn up. The Finance Department Resolution to which
we have referred was not jssued until June 1926 and it is natural there-
fore that in the Accounts of 1924-25 which we have had under examina-
tion the absence of formal regularisation of excesses over sub-heads should
bave come repeatedly to our notice, since there appears to have been no
rule in force hitherto requiring these to be formally regularised. We
endorse the view expressed in the Resolution in question that such formal
regularisation is desirable in all cases whether the expenditure iy voted or
non-voted.

.22, In the case of voted expenditure when expenditure in excess of
the sum voted by the Assembly hax to be inenrred or when it is desirgd
to apply savings to a new servjce, a supplementary grant has to be ob-
tained from the Assembly ip order to regularise the expenditure. The
Assembly is thereby made acquainted with the facts in each case. On the
"other hand, when the expenditure it non-voted, the Finance Department’s
sanction is sufficient to regularise excess expenditure or expenditure on a
new serviee, and there is at present no formal armngement by which the
facts are brought to the notice of the Asiembly. We examined the
Finaneial Secretary on this subject and he has handed in a memorandum
(Appendix IX) in which he has suggested that the Finance Department
should 1ay a statement on the table of the Assembly at t.he time of the
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 grants 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 Departmemt 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.

M}:" 23. Improved control over expenditure and improved methods for
Aocount watching the progress of expenditure are clearly beginning to ermerge
%&nm) from the institution of the new system of Pay and Aeccounts Officers.
This system is still experimental, being one of the main features of the
plan for separating accounts fro;n 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
Mr. Jukes and appears as Appendix VII to our report. In the course of
our examination we have been impressed by the improvement in ﬁnancla.l
(Question 812) oontro], the results of which are likely to be more and more evident in
future appropriation reports, which has resulted from the necessity which
now rests on departmghts of Government to conform to the requirements
of pé#rliamentary control and run the gauntlet of cross-examination
year by year by the Public Accounts Committee. There is, however, some
danger that enthusiasm for regularity in accounting will prove to have
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" been pushed too far at the expense of. efficient administration if care ise

not taken to see, particularly in relation to commercialised departments,
that improved systems of accounting do not throw an undue strain on
the executive of such departments to the detriment of their proper fune-
tions, and that the executive are provided with the right sort of finaneial
assistance and advice. It has been stated in evidence that the attempt to
introduece an over-elaborate system of cost accounting in the Army has
actually had tBe result of diverting the Accounts staff from their proper
duty, particularly in the case of local audit in the Army, and some of
the cases which we have dealt with in regard to the Posts and Telegraphs
Department suggest that the rules regarding control of expenditure may
in some cuses be beyond the present capacity of the staff whieh is called
upon to apply those rules. The excess vote, With which we have already
dealt, required in the case of Civil Veterinary Services was explained
to us by the representative of the Department of Education, Health and
Lands, though the explanation could better be deseribed as an apology,
as due to the well-known inability of the scientific mind to adapt dtself to
the meticulous observance .of technical accounting procedure.

24 The new Pay and Accounts Offices seem to us to offer a very hope-
ful prospect of providing a means of escape from the conflicting demands of
efficiency in administration and regularity in ohserving the requirements
of appropriation audit. In paragraph 5 of his memorandum Mr. Jukes
writes : ‘‘ Under the ordinary accounting system of India eontrol of the
desired kind is very difficult. In order to exercise it the controlling 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 record. Another drawback of
the ordinary system is that expert financial advice cannot as a rule be quick-
ly cbtained by the controlling officer. It is largely in order to remove
these defects 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 Officer the defects are
automatically removed. The accounts are kept in many instances under the
same rpof which covers the office of the head of the Department, and in
any case in close proximity to it. The controlling officer is thus in a posi-
tion to know practically from day to day the progress of expenditure from
his grant under the various minor and detailed heads and to secure at the
shortest notice any information which is derivable from the accounts. Fur-
ther, he has the help, in the person of the Pay and Accounts Officer, of a
Financiel Adviser who'is an expert in all rules and orders bearing upon
expenditure and accounts and can be consulted before any financial com-

‘mjtment is incurred. * * * * Where these conditions exist, the con-

trolling officer is fully equipped with the means of exercising complete
control over his expenditure.”” In many cases of defects or irregularities
which we have examined in the Accounts for,1924-25 we have been assured
again and egain that, now that a Pay and Accounts Office has been estab-
lished, a regurrence of such cases is improbable. Indeed, a not inconsider-
able preportion of the cases with which the Accounts before us deal
would not have come to 1fght so early, with the result that the applica-
tion of remedies would have heen delayed, had it not been for the combined
effects of the co-ordinated labours of the Pay and Aeccounts Offices dealing
with the accounts and an independent audit free from accounting duties

(Question 501)
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and able to devote itself solely to audit proper. This is particularly
‘noticeable in the case of the grant for Delhi New Capital ontlay where
the: need for both financial advice on the spot and for a much more
thoroughi-going ‘audit than has hitherto been possible was specially felt,
It is 160 soon yet to arrive at final conclusions in’ regard to the general
experiment of separation of accdunts from audit, but we feel it ‘our duty
to reesrd the very favourable impression which' the new system of Pay
and Aeéounts has made upon us in this early stage of its application
during which it ‘has, unless we are greatly deceived; in the case of New
Delhi: repaid several times over the extra cost involved, thanks to the
itiereased efficiency and ‘economy which has resulted.

Onder of the 25. With reference to the discussions which have taken place from
3:;‘.'5“" time to time in the 4ssémbly in regard to the order in which
) the Demands for Grants are submitted to the vote of the Assembly,

a suggestion thrown out in the course of those discussions that

* the matter might perhaps be conveniently considered by ‘the Publie
Accounts Committee was referred to by a member of the Committee, but

it was held that it would be beyond the functioneof the Public Accounts
Committee to make any specific recommendatns on the subjeét, and the
Committee decided to confine themselves to the suggestion that tlte most

likely meuns for arriving at a suitable solution would be that the matter

should be referred to a special committee of the Assembly for consideration.

. 26. In paragraph 23 of his letter forwarding the Audit and Appropria-
E‘ gn, tion Accounts of the Central Gevernment, referring to paragraphs 44 to 46
Department. 0n pages 34 and 35 of that report, the Auditor General expressés himself as
: follows in regard to the Northern India Salt Department:—‘‘ The work
of this Department is undertaken in such remote localities that the Depart-

ment has hitherto escaped adequate local audit serutiny. It is the appli-

cation of this local serutiny for the first time which has disclosetl the reve-

lations made in this Report. It is a common experience in audit that the

first local enguiry reveals startling features. 1 am glad to say that it is

an cqually common experience that energetic action is taken to rectify

defects thus disclosed and after a few years the local gudit settles down into

a humdrum routine whieh is rarely enlivened by the diseovery of: serious
irregularitias. T trust that in succeeding years it will he possible to say

the seme of the work of the Northern India Salt Department.’’ .A con-

" siderable proportion of the paragraphs dealing with the Salt Department

in the Audit and Appropriation Accounts relates to irregularities” eonnected

with the Sambhar Improvement Scheme. These irregularities had heen

brought to light as the result of the introduction of a wystem of local audit

and inspection of the accounts of the Northern India Salt Department with

effect from 1Y24-25 and are still undergoing examination in the Govern-

v mént of India. The facts have not yet been fully ascertained, many of the

points made by audit authorities being challenged by the départmental offi-

cers. Tt liax not been possible therefore for this Committee to deal finaily

with the question. It is clear on the one hand that from the point of view

of regularity of accounts almost every conceivable offence has been com-

(Question 540.) mitted. On the other hand, the representative of the Central Board of
‘ Revenue expressed the view that the officers concerned have.been whole-
heartedly devoted to the interests of the Government and have carried

through an important scheme of improvemenf in difficult circumstances

with real success ‘at moderate expense. Until suitable: arrangements for

audit were made with effect from 1924-25 that is, after the scheme was

.
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actically complete, only the most rudimentary arrangements seem tc °
h?:ve beenyin exﬂktence for serutinising the accounts and the officers on the
spot appear to have been left very much to their own de\:wes with in-
-sufficient arrangements for comntrol from headquarters. Intormally, they
seem to have been given a very wide discretion in regard to the working
out of thescheme as originally outlined, but so far as fong.w.l delegation of
powers is concerned, the arrangements made were obviously altogether
insufficient. In*such circumstances the officers on the spot are‘placed in
an altogether unfair position. 1t is essential that, as has been done (s0 p
we are informed) in the case of the Vizagapatam Harbour scheme, & set o u.ne 50
of rules should be framed giving adequate but earefully defined powers ond 5se)
to the officer who is called upon to earry out a Major Work in a remote
and difficult part where conditions of labour and transport are totally
different from those in more suitably situated localities to which the
ordinary rules apply. . N

=~ 27. We do not think it desirable for us at this stage to comment further Sambbar
on the questions arising in connection with the Sambhar Improvementmeat
Scheme., The matter from ghe stand point of audit is a most importautSeheme.
one and it is essential that all the facts should be ascertained and if
possible agreed upon before the Committee is called upon to pass any
JJudgment. Some members of the Committee were inclined to think that -

in view of the differences of opinion which hav® been disclosed between

the audit authorities and the Salt Department and of the fact that the
Government of India are involved in the question of the imsufficiency of

the control exercised from headquarters, the most suitable method of
dealing with the case would be to appoint a special committee of investi-question 858.)
gation. The majority of us, however, are of opinion that the matter,

which is of outstanding importance, should be left over for thorough
investigation by the Public Accounts Committee of 1927 when all out-
standing points have been cleared up and the views arrived at by the
Government of India after examination of those facts are on reeord.

28. A series of frauds came to light in the Appraising Depart- Customs.

ment of the Calcutta Custom House in 1923. The officers responsible

have been suitably dealt with, but scrutiny of fhese and other cases has

raised the question whether adequate arrangements are in existence for
supervising the work of the appraising staff. The Central Board of
Revenue have had this ‘matter in hand for some time and proposals for
securing a further check on acts of appraisement are under discussion the

cost of which is estimated at approximately Rs. 1 lakh a year. The (Question 685.)
problem of finding a right solution is not an easy one since impraovement
depends on securing a better check before the goods actually leave the
" Custom House, and the measures adopted must be so designed as to avoid
fmposing additional delay on the clearance of goods. The responsibilities

of appraisers are considerable ; the customs revenue at stake is by far the

most important item making up the total revenue of the Government of

India, and the temptations to which appraisers are exposed are very real.

We recommend this subject to the Government of India for serious con-
sideration angd speedy .rectification. .
. 29, Another subject which is also engaging the anxious considegition Internal
?ft the l(?(;ntrlal Board of Revenue is the improvement of the syst(:n ofo::t?n:n

Internal check in the Custom Houses. We are of opinion, and we under- Bouse:
stand that the Central Boa.rd of Revenue entirely c(?ncur, ‘that a gonsidcr- (uden o)
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‘ able improvement in the system of internal check is desirable and pos-
sible. We understand that the Board centemplate the possibility of ihe
appointment of an officer at headquarters to control the departmental
cbeck. Whether centralisation is desirable or not is a question on which
we should not like to pronounee. We draw attention, however, to the im-
portance of the general subject. -

Reviddonof  30. It was brought before us in evidence by the sudit authorities
Sustexs that the Sea Customs Act of 1878 is obsolete and the nced of drastic
(Question 708, 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
in modern conditions if conventional methods had not grown up and
obtained the sanction of long practice, though they were in many cases,
if not ulira wvires, at any rate not strictly in accordance with the letter
of the law. It is obvious that this condition of affairs adds considerable
difficulty to the work of the Aundit Department a part of whose duties it
is to see that revenue is being collected by the Customs Department in
accordance with the statutory provisions of tfe Act. We understand
that the question of amending the Sea CustBms Act was ene of the first
subjects taken up by the Central Board of Revenue at the tinie of its
appointment in November 1923 and we trust that it will be possible at
an early date to lay proposals for revising the statute before the Legislature.

m 31. A number of cases were disclosed in which money was drawn

money. from the treasury in advance of the date at which it was required tc be
expended. This is an irregularity which may frequently lead to loss, 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 Auditor
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 some form of punishment of a deterrent character.

Divergenocs 32. In paragraph 4 of his letter dated the 9th July 1926 covering the
go:".:ontlu Audit and Appropriation Accounts of the Central Government (Civil)
oy nmad for the year 1924-25 the Auditor (General draws attention to a case in
$he Auditer which there has been a divergence of view between the Government of
(Question 1165) India and himself regarding the desirability of a despatch being addressed
by the Government of India to the Secrctary of State requesting an inter-
pretation of a Section in the Government of Indiz Aect. The Auditor
(Feneral held that an authoritative interpretation of certain words in the
Section was required by him in order to enable him to exercise his statutory
duties of Audit. The Government of India held that it was useless to ask -
in general terms for an interpretation of the words in question as the
reply could only be that the Section must be interpreted with referencé to
the particular facts of a particalar case and it was not, a question of law
but & question of fact which would arise for decision in any sueh case. The
Government of India, however, expressed their willingness to address the
Secretary of State in regard to any particular case in which it appeared
that the provisions vof the Section werve being infringed, of might on a
strict interpretation.be held to be infringed, and in asking for the ruling
of tife Secretary of State on such a particular case to request also a general
explanation of the reasons which guided the Secretary of State in coming
to his conclusion. The Auditor Geuneral has hitherto expressed himself
(]

]
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"unwilling to withdraw his request that the Govermment of India should

address the Secretary of State with a view to obtaining a general inter-

_‘pretation of the Section, and among his reasons for declining to accept

the Government of India’s proposal has referred to the long delay which
has oceurred in dealing with the particular case mentioned in paragrgph
5 of the letter of the 9th July 1926. We understand that the Auditor
General has now agreed to accept the proposal of the Government of 'Indng
that the general'question should be taken up in connection with this parti-
cular case provided that it is taken up without further delay. This
solution will, it is hoped, provide a satisfactory settlement of the question
on which there has been a divergence of opinion, and we trust that no
farther delay will now be allowed to occur in addressing the Secretary
of State. .

" 33. This case, however, raises a general question of some, importance
which is also mentioned by the Auditor General in the letter referred to.

Diyeot
acoess of ihe
Aud!ﬂ.t :

The Auditor General has a statutory duty of auditing the accounts ona‘l‘“‘“

behalf of the Secretary®of State. He has, however, only two 'channels
of apprgach to the Secretar} of State, namely, (¢) through his letters
forwarding the annual Audit and Appropriation Reports, and (i)

_ through the Government of India. The Government of India must of
‘coursc address the Secretary of State and obtain his decision cn 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 Secretary of State. The question therefore which is rdised
by the Auditor General whether he should not be given the right of
direct 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 be carefully defined if an smperium tn imperio is to be avoided.
Neverthelegs, there would appear to be some prima facie arguments in
favour of the grant to the Auditor General of additional facilities for
communieation with the Secretary of State, and the matter is one which
should, we think, be carefully and sympathetically examined by the Guv-
ernment of India. :

34. In dealing with the Army Accounts the Committee examined the
representatives of the Army Department on the question of the Cost
Accounting system in the Army and on the intentions of the (Government
in regard to the recommendations of the Committee on Cost Accounting
in the Army which they were given to understand is shortly to be published.
The final conclusions of the Government of India have, we learn, still to
be confirmed by the Secretary of State, but it was made clear to us that
in the opinion of the Government of India the cost accounting system in
the Army has proved to be unduly laborious and not to give results com-
mefsurate with the expenditure and trouble involved. It is proposed to
retain the system in the case of manufacturing establishments and ordnance
factorl.es, but to revert to a simpler form of accounts in regard to ®nits.
Experience had shown that the system of cost accounts did not give that
Improved control over expenditure in units which had been expected and
that, without a degree of decentralisation which is impossible in the Army

te.
(Question lmc)

Army Cost
Aogountng

Bystem.
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‘that result could not be achieved by any mere elaboration of accounting
system. ‘The Committee noted the statement of the intentions of the Gov-
ernment #0 far as they have been defined at this date and decided that they
would leave it to the'Committee of 1927 to examine the details and practical
working of the system io be introduced in its place and to arrive at and
express an opinion on the new methods and forms adopted. They noted
that the proposed changes have the ecordial support of the Auditor General.
They desire, however, to emphasise the importance of an improvement of
local audit in the Army which it is expected will result from the simplifi-
cation of the accounting duties which have to be performed and the
consequential setting free of the local auditors for more nseful duties.
The abolition of eost acconnting in the units will make the work of the
local auditors more than ever important and every effort should be made
to see that real improvement is secured.

&  35. In a considerable number of cases montioned in the Accounts under
_. ‘consideration it appeared that expenditure had been recorded under a

bead.

- different head from that under which budget prowision had been made for

(Quostion 1188. it. To some extent the frequency of these cgses seems to have been due

to the use for the first time of the new form of appropriation accounts,

" but in many cases it appeared that there had been absence of co-ordination

travelling,
( Question 325

between the officers responsible for preparing the budget estimates and the . -
officers responsible for pfeparing the accounts. 'In order that comparison
between actual expenditure and the original provision in the estimates may
be fadilitated, it is important that care should be taken to secure that the
accounts and the demands for grants are drawn up on the same basis.

36. The Committee observed, particularly in the case of the Posts and
). Telegraphs Department, that expenditure on travelling showed a tendency
to.fall considerably below the amounts provided in the estimates. It was
suggested by a witness on behalf of the department that the explanation
was to be found in the fact that the rates of travelling allowance had been
reduced and officers were in consequence unwilling to travel as much as
before. We think that the allegation that the rates of travelling allowance
are insufficient should be enquired into, though we desire to re-affirm the
well-known rule that travelling allowances should not be a source of profit.
But it seems to us to point to some failure of control in a department
if inspeeting officers are left in any way free to decide the extent to which
they will travel and the places they will visit with reference to the possi-
bility of making some profit or avoiding some loss on particular journeys.
It is the duty of the superior officers in a department to ensure that an
adequate number of inspections is made and that the places visited on tour
are those which ought to be visited in the best interests of the efficiency
of the Department and not those which a particular officer has a fancy
to visit. ‘ .

37. The Comupittee had evidence to the effect that defects in Funda-
mental Rule 45 as it stands at present and the absence of a suitable and
comprehensive re-draft are mainly responsible for the unsatisfactory
position in regard to audit disclosed in some paragraphs in the Report on
Grant No. 43-Civil Works with reference to house rents in Deli and Siffila.
It is clearly desirable that the re-drafting of this Rule, however great the
difficalties in producing » satisfactory re-draft might he, should not be
further delayed, and that a new rule should be duly sanctioned and promul-
gated as soon as possible. In the same genersl connection the Committee
desire to record their view that houses designed and built for officers of
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higher status should not be let to officers of a lower status in view of the®
Joss of rent involved. .

38. Rule 51 of the Indian Legislative Rules provides for the constitu- Comments
tion of a Committee on Public Accounts for the purpose of dealing with the and contents
Audit ang Appropriation accounts of the Governor-General in Cpuneil. of the Audit
8o far as concerns that portion of the accounts for Which the Accountant ‘vgrom-
General, Centrhl Revenues, was vesponsible, namely, the Civil Accounts Acceunts.
for 1924-25, the Accounts referred to in the Legislative Rule quoted were
presented to the Public Accounts Committee of 1926 for the first time in
a single self-contained report. This Report is framed on the lines of the
British repogt which experience has shown to be a useful model and consti-
tutes the Audit and Appropriation report referred to in Rule 15 of the
Rules framed by the Secretary of State under Section 86-D. (1) of the
Qovernment of India Act. The Committee desire to express their warm
appreciation of the value of the Report in its new form and their récognition
of the great pains dcvot.ed by the Aecountant General to its preparation.

The Report is not yetein its final form as some of the subsidiary
aceounts were not ready for inclusion. It is already very large and the
Committee suggest that its size might be reduced in the three following
ways :—

L]
(1) Only cases of real importance should be quoted. The atten-
tion of the Committee could be called to these cases more
readily if in the general review where chief forms of
irregularity are pointed out references were given to typical
illustrative cases in the letterpress,

(2) Only relevant and important details shonld be included as far
as possible. It is desirable that the Accountant General
should treat cases objectively giving the facts connected with
them impartially and leaving it to the Auditor (eneral to
express general conclusions.

(3) When cases are quoted in the letterpress, the details should
not be given again in the notes to the accounts, as references
. to the relevant passages in the letterpress will suffice. -

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

The question was raised as to whether subsidiary accounts should be (Questions seg
included setting ont transactions of institutions mainly supported by
. grants-in-aid from Government. The Committee consider that it is
.nndesirable provided that there is a satisfactory audit of such accounts,
and that Government receive a copy of the audited accounts.

The Committee aggin considered the question of the extent to which
cases on which the Government of India has not finally passed orders
should be inc¢cluded in the Report. The Committee approve of the
statement of the position given by the Government of India in paragraph _
16 of the Finance Department Resolution. It is not possible to lay down
any general rule on the subject, for while it is unnecessary to include
9rdinary cases for the consideration of the Committee, it is felt thet verv .
‘important cases and cases in the disposal of which there has been long delay
shonld be brought to the lzotice of the Committee.
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39. The Committee desire further to express their gratitude to the
witnesses who appeared before them on behalf of the Departments of the
Government of India to explain and elucidate points arising from the
Accounts. They were impressed with the readiness and anxiety of the
witnesses generally to assist the Committee in their task and the trouble
vhich® in most cases they had taken to aequaint themselves with the details
of.the cases on which questions were likely to be asked. Now that the pur-
poses and the methods of working of the Public Aceounts Committee of the
Central Legislature have begun to be understood and appreciated, many
of the difficulties which were met with in the first years of the institution of
the Public Accounts Committee in obtaining satisfactory .explanations
appear to be rapidly disappearing and the new system to be - working
smoothly,

40. We-attach as Appendix VII1 to this report a statement showing
the recommendations or suggestions 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 Bas submitted’ to us 8 memo-
randum setting out the relations between himself and the Auditor of Homwme
Accounts (Appendix VI). We consider those relations anomalous in some
respects and hope that the Government of India will take up the question
of giving effect to the yecommendations of the Auditor General when the
occasion- offers.

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

II1.—Particular Accounts,

43. Paragraphs 4 and 5 of Home Auditor’s report on the Sccretary of
State’s accounts—We are informed that a settlement is expected very
shortly of the war claimy outstanding between India and the Imperial
Guvernment. We trust that there will be no delay in arriving at_ a satis-
factory conclusion which is much to be desired in the interests of both par-
ties. .

44. Paragraph 14, ibid—We note that the contract for the Eastern
Mail service will come under revision by the Imperial Government in 1928
when the question of India’s contribution will require careful considera-
tion. '

45. Paragraph 22, ibid—The extent of the loss involved from the
chartering of this vessel is somewhat startling. We note that the cir-
cumstances were special and we recognise that uffusual steps were neces-
sary to provide accommodation for officers returning to service in India.

46. -Paragraph 29, ibid.—We are not satisfied that adequatg precautions
were taken before making an advance of £2,000 to the film lecturer without
securjty. ¢

47. Paragraph‘.?o, thed.—Bteps should be takem without delay to recover
the sum due from the War Office on acceount of t&xe hire of the ‘¢ Dufferin.””
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for conveying a British regiment in relief of an Indian one. The failure,
of the authorities in India to present this claim seems o require investiga-
tion.
48. Paragraph 33, ibid.—We have received from the Finance Depart-
ment a copy of the minutes of the proceedings of the Provincial Finance
Members’ conference held in Delhi in November 1925, at which the proee-
dure for submission of demands in respect of expenditure in England
was discussed. *An acceptance of uniform proecedure would facilitate the
work of the acecounting and audit authorities in England. See Appendix
X to this report.
49. Paragraph 3 of Home Auditor’s report on the High Commissioner’s
accounts—We trust that the question of the ultimate liability for stores
lost in the ** Clun Mackay 7 will soon be settled. We understand that
the Indian case is now ready for submission to the Arbitrator.
50. Paragraph 5, ibid.—It appears that the levy of 2 per cent. for(Qpestion 1050.)
departmental expenses on the value of stores purchased has not in all cases
been sufficient to cover ghe charges incurred by the Central Government. -
Where the Central Governmgnt is making purchases 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 fall on the central taxpayer. We recommend that the department con-
cerned should re-examine the adequacy of this levy. See Appendix XIII
to this report. .
51. Paragraph 6 (8), ibsid.—It is particularly important when ex-
penciture is incurred on purposes such as entertainment that there should
be no failure to present vouchers in full justification of the expenditure.
52. Paragraph 6 (10), shid.—We are not satisfied that the interests of (Question 1151)
the taxpayer were adequately considered in the various motor. car deals
referred to.

53. Paragraph 24 of the Report of the Accountant General, Central (Question1087,)
Revenues : GQrants No. 43-Civil Works and No. 63-Delhi Capital outlay.—
The misrepresentation of facts and the manipulation of accounts to avoid
audit objection are serious misdemeanours and we agree with the Auditor
General that any steps which may be necessary to d¢heck such practices should
be promptly taken.
54. Paragraph 30 (vi) (a), ¢bid : Grant 1-Customs.—The conditions (Question 076.)
disclosed in the character of the warehousing work of the Bombay Custom
House were unsatisfactory. We are informed that action has now been
taken to set matters right and trmst that no recurrence of such conditions
will be permitted. '

55. Paragraphs 59 and 62, ibid : Grant No. 3-Salt.—These cases illus- (Question 618,)
trate the importance of the question of the methods of dealing with contracts
wilich is referred to at -greater length in paragraph 18 of this report.. The
story of the co-operative society in question as given in evidence before
us has considerable human interest. The criticisms of the Auditor General
regarding the complete irregularity of the arrangements adopted are amply
Jjustified. If this arrangement proved entirely successful and economical,
this is a restlt which-way do credit to the’ particular officer who combined
the funetions of president of the society taking the contract and of Govern-
ment servant measuring the work and authorixing payment but do#s not
Jjustify the superior officers who permitted such an extraordinary arrange-

ment to come into being.
[ ]
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(Question 8485 ° Page 242, ibid.—The large amount written off for wastage of salt in
the Bombay Salt Department suggest the need for an investigation of the
causes. We understand that a special officer has been appointed to investi-
gate the various questions relating to salt policy and administration arising
out of the recommendations of the Taxation Enquiry Committee. This
officer has beeh asked inter aliu to examine the present arranrements in
Bombay in regard to weighment into store, the details of the Stock Accounts,
and the guarding and fencing of fuctorles

(Question 472.) 56. Paragraph 111, ibid : Granl No. 30-Medical Services.—The large
balance of stores at the X-ray Institute at Debra Dun was explained to us
as resulting from accumulations during and immediately subsequent to the
war and the necessity of keeping a large reserve during that period. A
Targe stock, if locked up for a long time, naturally deteriorates and its
value is depreciated. We consider that active steps should be taken to

© dispose of the excess with as little loss as possible. It may even be desir-
able to give stores away to deserving institutions if they cannot be otherwise
disposed of before becoming entirely obsolete and useless.

(Question 1042.) 57. Paragraph 119, tbid : Grant No. 40-Indian Stores Department.—
We were informed that the Indian Stores Department was in some respects
in a position to undertake more work than it at present secures. We trust--
that every effort will be made to see that it obtains sufficient employment to
make it self-supporting. -

(Question 1065.) 58. Paragraph 125, ibsd.—The rush of purchases at the close of the year
must necessarily lead to undesirable consequences. Every effort should be
made to remedy the defects disclosed.

.

(Question 891.) 59. Paragraph 133, ibid : Grant 43-Civil Works.—The question of
the return obtained on furniture rented by officers occupying furnished
houses at Simla and Delhi is a difficult one. The necessity of obtaining
a reasonable return on the capital invested in addition to making adequate
chargey for maintenanee and depreciation should be carefully kept in mind
by the department concerned and by the Finance Department.

(Question 010.) 60. Paragraph 143, ibid : Grant No. 43-Civil Works.—We agree with
the Anditor General that special eare should be taken by high officials not
to ask for furniture which is inadmissible under the rules from supplying
officers who may be placed in a difficult position if such demands are made.

61. Paragraph 166, ibid : Grant No. 51-Baluchistam.—Frequent. re-
appropriation of petty amounts should be avoided.

(Question s82.) 62. Paragraph 184, ibid : Graomt No. 54-Andamans and Nicobar
Islands.—The action of the Deputy Commissioner in taking advantage of his
official position to compel the treasury officer to make a payment to him
without proper authority was highly irregular and reprehensible.

(Question 960.) 63. Paragraphs 194 to 200, ibid : Grant 62-Delhs Capital outlay.—
We are informed that a departmeﬁtal enquiry is being institutéd to enquire
into the general quostlons raised by these paragraphs in regard to the
collection of materials in advance or in excess of requlrements and the posi-
tion ofl the store accounts. We trust that the enquiry will result in improved
control.
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64. Paragraph 201, tbid : Grant 62-Delhi Capital outlay.—We undeér-(Questios 088)
stand that a special inveéstigation is in pregress in regard to the accounts
of the store yvard, where supervision seems hitherto to have been lax. The
results of the investigation should be important.

65. Page 265 Ttem A-1, ibid.—Thq excess of nearly rupees 17.lakhs (Question 788)
requires IMvestigation. ' .

66. Parag;ﬂph 3 of Audit Report on the Posts and Telegraphs Depart- (Question119.)
menl.— We understand that the question of inereasing the security required
from officers who handle large sums of money is under consideration by the
Government.  Their conclusions on the matter will, we think, be of inter-
est to the Public Accounts Committee of next year,

67. Paragraphs 3 and 23, ibid.—These cases left us with the imprés-
sion that there was some laxity of supervision in the department requiring
rectification. and the evidence given on hehalf of the department did not °
suffice to remove this impression. We desire to add that the fact that a (Question184)
sum Jost is completely ®ecovered does not necessarily imply that no addi-
tional punishment is required.

68. Paragraph 48, ibid.—We note that recruitment of telegraphists (3uo%ion368)
has been stopped subject to certain commitments to schools where tele-
graphists are under training. All possible steps Should be‘taken to reduce
the present surplus of telegraphists.

69. Page 43 of Appropriation Report on the Accounts of the Posts and (Qm“‘

Telegraphs Department. Grant No. 41.—The double debit of over Rs. 7
lakhs and the erroneous adjustment under Grant 21-Survey of India
referred to in paragraph 5 above (item 2), point to some fault of syste
which should repay investigation by the Auditor General. More eare shoul
have been taken in the office of the Controller, Statienery and Printing.
‘We note that the Acecountant General, Posts and Telegraphs, has arranged
for a-scrutiny of the internal accounts of the Controller which deal with the
supplies to the Posts and Telegraphs Department.

BASIL P. BLACKETT.

8. K. DATTA.

J. D. CRAWFORD.

N. M. JOSHL

K. G. LOHOKARE.

V. N. MUTALIK.

E. MONTEITH MACPHAIL,
GULAB SINGH.

8. MURTAZA.
The 25th August 1926,
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14. Paragraphs, 32 and 33 —The Committee decided to examine the
Railway Board witness in this connection.

15. The Committee toek’ up Appendix X to the Report of 1922-28,
Volume I. The Financial Secretary stated the principles which had been
acoepted by the Government of Indla for determmmg when.a demand
for grant should be exhibited ¢ gross’ and when * net ". . These may be
summarised as follows :—

‘“ When a recovery from another Government represents nothing

more than the debit to that Government of expenditure which

was properly so debitable at the moment when the expenditure

was sanctioned, that recovery does not represent revenue, and

a net grant should be presented. Recoveries of all other kinds.
do represent revenue. They should be shown as such 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 shorttexplanations by the Chair.
man, the Financial Secretary, and the Auditor General on the ‘method
of exhibition of working expenses. of Commercial Departments in the
accounts and estimates and in the Budget it was decided to continue the
discussion at the next meeting.

Proceedings of the second meeting of the Public Accounts Committee
held on Tuesday, the 27th July, at.11 a.m.

PRESENT :
The Hon’ble Sir Basn. Brackerr, Chairman.

Mr, N. M. Josuy, : h
Maulvi S8yed MurTUza Saheb Bahadur,

Rev. Dr. E. M. MacprHALL,

Dr. K. G. LOHOKARE, ;Memben.
Bardar GurLAB SiNaH,

Colonel J. D. CrawrogbD,

Dr. S. K. Datra, J

8ir Freperic GavNTLETT, the Auditor General, was also present.
- The Hon'ble Mr. J. E. C. Jukes, Financial Secretary —Witness.

1. The Committee continued its discussions on the question of gross
or net grants and on the exhibition of working expemses. It accepted
generally the principles enunciated by the Financial Secretary for
determining whether a grant should be exhibitéd grosscor net, but
reiterated the view that in the demands for grants both gross°and net
figures should be exhibited.

2. As regards the exhibition of working expenses the Committee
agreed with the Auditor General that, in the 8coounts at least, working
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expenses should be shown as expenditure and not, as at presént, by -
deduction from receipts. In the demands for grants, .so leng as they are
exhibited in detail as at present, it is immaterial whether they are shown
as expenditure or as reduction from receipts. As regards exhibition in
the Budget statement, the Committee was provisionally of opinion that
both groag‘and net figures were necessary to give an adequate picture.
It was decided that draft paragraphs on the subject should be prépared
for further conbideration when the draft Report came under discussion.

3. An enquiry was made as to the progress in the commercialisation
of Forest accounts. The Auditor General explained that certain units
of forest accounts bad. been commercialised in some provinces and that
some of the other Provinces were still considering the matter.

4. It was stated that the Posts and Telegraphs. Department were
proposing to adopt a system by which any realised annual surplus in the
commercial accounts on the Posts and Telegraphs Departnrent will not ©
be hrought into the revenue of the year but used for reducing the debt
on which the Posts awd Telegraphs Department pay interest, while a
deficit would increase that debt, so that under that arrangement there will
be neither profit nor loss on the Posts and Telegraphs Department during
the year.

5. On the discussion of the Report of theeHome Auditor, on the
accounts of the Sceretary of State, the Committee enquired whether, for
the expenditure of the Secretary of State an appropriation Account was
available similar to those covering expenditure in India. It was explained
that in respeet of certain classes of expenditure separate grants are
placed at the disposal of the Secretary of State and of the High Com-
missioner while, 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 grant for
expenditure both in India and in England except in respect of those
classes of expenditure which cannot be countrolled from India.

6. The Committee desired to have a statement regarding the dis- APpendixX
cussion in the last Conference of Provincial Finance Members regarding
the method of placing grants at the disposal of the High Commissioner
and the Secretary of State.

_ 7. Section 1 of the Home Auditor’s Report on the Secretary of State’s
account for' 1924-25 was then taken up.

Paragraph 2 tbid.—The Committee asked for information regarding
the appointment of the auditor in England. It was explained that under
the Government of India Act the Home Auditor was entirely separate
from the Auditor General in India. It was noted that there is some

omaly in the fact that voted expenditure of any kind should be audited
otherwise than by the Auditor General and that expenditure incurred in
the United Kingdom by the High Commissioner who is subordinate to the
Government of India is audited not by the Auditor General but by the
Home Auditor. The Auditor General undertook to present a statement
for incorporation in .an appendix to the Report regarding the Home Awm
Auditors relations with himself, . .

8. Paragraph 10—The Committee decided to question the Railway
Financial Commissioner as regards the staff for the management of the
debentures of the East Tndia Railway Company.
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Revenues, merely the interest thereon being brought into the commereial
account. In the case of ordinary Central Public Works expenditure,
where no attempt had been made to commercialise the accounty 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. P

3. The Committee were informed that interest is charged on the depre-
ciated value as on the lst April 1925 plus new capital expenditure, the
theory being that in effect the Posts and Telegraphs has borrowed this
from general revenue and is being charged with the interest. The rate of
interest on all expenditure up to 1916-17 has been fixed. After 1916-17
the rates have been the yearly borrowing rates calculated by the Auditor
General and applied to the loans by the Government of India to berrowers
such as the Railways and the Provincial Governments. The rate is falling
year by year. .

. 4. The Sinking Fund and ** straight line ’’ method of depreciation were
explained to the Committee. The Committee desited that the two matters

stated below should be further investigated Wy the Department concern-
ed -—

(1) Whether genera]l revenues are being under-éharged and the
Posts and Felegraphs Department over-charged in respect of
radios ?

(2) Whether radios should have a separate profit and loss account ¢

5. The Committee also noted that questions were outstanding in

regard to the cost of telegraph services rendered to the Postal Department
and to Railways.

6. The Committee then took up for discussion the Audit Report 1924-
25 on the accounts of the Posts and Telegraphs.

7. Page 3—The Committee noted that the question of increasing the

amount of security required from officers entrusted with large sums of
cash was under consideration.

8. Page 11, paragraph 16.—The Committee formed the impression that
there was a lack of supervision throughout the Department. It was urged
by the Departmental authorities that, owing to the paucity of ‘‘ inspec-
tions ’’, due partly to insufficiency of the inspection staff and their reluet-
ance to go out often owing to the alleged inadequacy of the travellmg
allowance rates, the matter was difficult to remedy. (The question of
travelling rates as well as the fact that losses were a very small percentage
of the amount handled were taken up in the next meeting also.)

9. Page 12, paragraph 19.—The Committee were inclined to the view.
that the mere recovery of Rs. 450 from the Deputy Postmaster was not a
sufficient deterrent: punishment.

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

The Committee thought that the reluctance to .travel could be over-
come by effective supervision but that the rates of° travelling allowance
should be scrutinised. It was stated that this was being done.

Mr. Budenoch qtated that as an experiment the Audit inspections staff was
being increased in one Audit Circle.

F 4



Proosedings of the fifth meeting of the Public Acoounts Oommittee held
on Wednesday, the 26th July 1826 at.3 p. m.

PRESENT :
= . .
The: Hondble Sir BasiL Brackerr, Chairman.

Mr. N. M., JosHI, h
Maulvi Syed MurTuza Saheb Bahadur,
Rev. Dr. E. M. MAcpPHALL,

Dr. K. G. LoHOKARE,

Sardar GurLAB SINGH, - Members.
Colonel J. D. CRAWFORD, .
Dr. 8. K. DaTTaA,

Sardar V. N. MusiLIK, J

[ ]
Sir FrEDERIC GAUNTLETT, the Auditor General,
Mr. A. C. Bapenoch, Accountant-General, Posts

and Telegraphs, o were also present.
Mr. M. R. CosurN, Financial Adviser, Posts and
‘ Telegraphs, .

Sir G. P. Roy, Director-General of Posts and Telegraphs.—Witness.

1. The Committee continued the discussion of the Audit Report 1924.
25 on the accounts of the Posts and Telegraphs.

2. Para. 23.—1t was stated that the Post Master General had since
been warned.

3. Para. 34—The Committee drew attention to the gap in the rules
and suggested that the Leave Rules should be suitably amended. The
Aunditor-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. 38.—The’ question of prescribing definite contract forms was
again suggested by the Committee. The Aceountant General stated -that
be 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 Cirele
* was unsatisfactory.

6. Para. 44 —The important question of an agent incurring expendi-
ture without authority from his principal was taken up on this paragraph.
The Committee decided to draw the attention of the Government to the
need for remedying the many unsatisfactory features disclosed by this
ease. ) v

1. Para. 48.7—Th(§ quhmittee noted that recruitment had been stopped
?ub_Je_ct to certain commitments to schools where telegraphists are under
raining.

L§0FinD .



" " 8. Paia. 49~The Commitiee were asspred that thé sppoaument of
the Financial Adviser, Posts and' Telegraphs, would' prevent an- irregularity
of this nature recurring in future.

9. Parg. 53.—The Committee noted with satisfaction that the stores
balances of the Indian Telegraph Department according to ﬁgres sup-
plied for the years 1925-26 and 1926-27 showed a progressive reduction.

In connection with the general question of frauds and embezzlements
the Committee elicited the fact that the actual loss by frauds in 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 HHome Auditor’s Report on Secretary of State’s account would
come undet revision by the Imperial Government in 1928. The apportion-
ment of cost between England and India would then come under discussion.
The questions referred to in paras. 56 to 61 of the 1823-24 Publie Accounts
Committee’s Report were discussed. A statement with reference (Appen-
dix VI) to the Motor Mail Contract (para. 61) was put in by the Director-
General. ’

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

12. Para. 4.—The excess over the grant was found to be due to an
issue of stores muech less than was anticipated when the budget estimate
was framed. The diminution in the issue is a4 necessary accompaniment
of the large over-estimate in Works expenditure. The Committee were
assured that a greatly improved procedure was now in force both as regards
closer estimating and in the matter of watching the progress of expendi-
ture. The Committee agreed to recommend the excess vote to the House.

13. Para, 5—~The Committee noted that the system of ‘‘ re-grants ”’
was satisfactory.

14. Page 18.—Maintenance and repairs of busldings—see also para.
A 7 on pages 49 and 50. It was pointed out to the Committee that this
fault of over-estimating is common to all Public Works expenditure.
The advantage of the system of a lump sum cut as made in recent railway
budgets was diseussed. It was admitted that as a system it could be justi-
fied only by success, but it was also admitted that hitherto it had been so
Justified. The Committee recommended the adoption of the system.

15. Page 25-A. 4 —The Committee asked whether the saving in travell
ing allowance was due to any tendency on the part of touring officers not
to travel so much owing to the reduced rates of that allowance, but no
definite answer could be given.

16. Page 36 D. 1.—The Financial Adviser now prevents the oceur-
rence of such defects. :

17. Page 43-A 1 (1).—The Committee desired to question’ the Aec-
countant General, Central Revenues, regarding the double debit and the
apparent want of touch between the two Accountants General.
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Proceedings of the sixth meeting of the Public Acpounts Committes
held on Thursday, the 20th July 1926 at 11 3. m.

PRESENT : .+’
!\ ESE .
The Hon'ble Sir Basi Brackerr, Chasrman. .
Mr. N. M. JosH], h

Maulvi Syed MurTUZA Saheb Bahadur,
Rev. Dr. E. M. MACPHAILL,

Dr. K. G. LOHOKARE,

Sardar GuLAB SINGH,

‘olonel J. D. CRAW.FORD, |
Dr. S. K. DaTTa, ° ,
Sardar V. N. MUTALIK, j

Sir Freperic GAUNTLETT, the Auditor General, ]
Mr. T. K. Rasacoraran, Officer on Special Duty,

Finance Department, >were also present.
Mr. G. Kauvra, Accountant Ueneral, Central ,
Revenues, J

f .

Mr. G. 8. Bagsral, Deputy Secretary, Department
of Education, Health and Lands,

: yit X
Mr. J. D. V. Honee, Deputy Secretary, Home ]‘ 1messes
Department,

1. The first witness to be called was Mr. J. D. V. Ilodge on matters
with which the Home Department was concerned. The outstanding
questions on which this witness was examined were :—

(13 Becret Service expenditure at the disposal of the Secretary of
Siate (para. 19 of the Home Auditor’s Report).

The reply was that a certificate from the Secretary of State showing
the disbursement was given to the Home Auditor. The Government of
India were not consulted as to the expenditure.

(2) The advance of £2,000 to the film-lecturer was made by the Secre-
taty of State after consultation with the Government of India. The
Government of India were not consulted as to the terms of the contraect.

(3) Page 19, Post and Telegraph Audit Report 1925, regarding
excessive leque to a clerk—The revision of leave rules for the clerical estab-
lishment was under consideration by the Government of India.

2. The 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.
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¢ 8 Geant 15 V-~General Administralion (page 376),—The Committes
examined the witness onm ‘the general saving under nearly every sub-head.
Thbe Committee commented that there was a tendency to over-estimate
throughout.

4. Grant 37—Census (page 364).—It was noted that the excess was
more than covered by allotments made by the Finance Depariment from
its reserve. If this cannot be held to cover the excess it /means that sums
already voted by the Assembly for the reserve must again be voted when
that reserve is used to cover am excess grant. Thus the Committee must
necessarily raise the general question whether the voting on two occasions
of sums to meet the same expenditure is. permissible by pointing out that
& vote to cover this excess involves such a double vote.

5. Grant 52— (page 497—Note regarding the Lady Hardinge Medical
College.—The Committee would like to be assured that the grant-in-aid,
which forms such a large proportion of the expenditure of the College,
is being properly spent, and that the conditior®s of the grant are being
fulfilled. The Committee did not desire #hat summarised accounts of
private institutions of this nature should be submitted ,to the*Awunditor-
General and by him to the Public Accounts Committee, as any such course
might create a dangerons precedent and involve unwarranted interference-
in the funections of such institutions, though they should certainly be sub-
mitted ,to Government,

6. Andaman and Nicobar Islands—Account I (page 512).—The
whole question of the working of the steamship ‘‘ Maharaja '’ was under
consideration. '

7. Ibid—Account 11—Forests—Commerecial accounts have been in-
trnduced in this head.

8. Page 128—para. 184.—The Committee re-affirmed the view that the
action of the Deputy Commissioner in over-ruling the Treasury Officer by
taking advantage of his. own position, was most irregular.

The Home Department representative them withdrew."

9. The next witness to be examined was Mr. G. 8. Bajpai on the grants
relating to the Education, Health and Lands Department.

10. Grant 8—Forest (page 257)-B-3.—The Committee considered the
case of grant of travelling allowance to Research Officers and were of-
-opinion that the machinery for watching this dxpenditure was defective.- °

11. Grant 21 Survey of India (page 75).—The question of Stores
Aceount for maps (para. 103) was under consideration.

12. At this stage the Committee adjourned to continue in the after-
naon session. ) ‘




37

Procesdings of the seventh meeting of the Public Aoccounts Committee -
~ held on‘ﬂmnday,thom.l'ulyatSp m

PRESENT :

The Hon’ble Sir Basi. Buackerr, Chairman.

Mr. N. M. Josuy, ]
Maulvi Syed MurTuzA Saheb Bahadur,

Rev. Dr. E. M. MACPHAILL,

Dr. K. G. LOHOKARE,

Sardar GurLaB SINGH,

Colonel J. D. CRAW®ORD,

Dr. S. K. DaTTa, *

Sardar V. N. MUTALIK, J

r Mentbers.

Bir FreEpERIC GAUNTLETT, the Auditor Gene.ral, ‘]

Mr. T. K. Rajagoraran, Officer on Special Duty, .
Finance Department, + were also present.

Mr. G. KaurLa, Accountant General, Central
Revenues,

Mr. G. 8. Bajpal, Deputy Secretary, Department )
of Education, Health and Lands,

A. C. Loruian, Deputy Secretary, Forelgn and
Political Department,

Mr. ErnesT BERTRAM Hices, Assistant Secretary,
. Foreign and Political Department,

Rai Sahib Crrun: LAL, Foreign and Political De-
partment,

b Witnesses.

1. After the outstanding points raised in this morning’s discussion
had been cleared up, Grant 21, Survey of India, was taken up.

" . 2. Page 303.—The Committee deeided to recommend to the Assembly
the excess vote of Rs. 1,13,327. Such cxcess will be less hkely now that
the Pay and Aecounts Oﬁicer can warn the Surveyor-General in good time
regardmg supplementary grants. It was pointed out to the Committee
that the total activities of the Suveryor-General can be forecasted approxi-
mately, but that the, distribution between the Central and Provincial
Gove?mments cannot’ easily be gauged. The Committee noted, however,
that in 1924-25 there was am excess under the two heads combined of 1,29.
The excess under this grant is more than covered by the reduction of 1 80
in the anticipated receipts from the sale of maps, a head which it is always

difficult to forecast.
[ ]
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. 8. Grani 86—Archaeology (page 315).—The excess is explatned by
the adjustment wth the United Provinees Govermment for the amount of
the upkeep of monuments and Gardens. The Committee observed that
such an adjustment 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, Publie Accounts Committee’s Report 1922-22).,

4. Grant 30—M edical Services (page 324) —The Comniittee considered
that the stores 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 Vetersnary Services (page 358).—The excess voted
under this head is due partly to lack of foresight in not providing in the’
¢stimates for Customs duty on stores ordered, and partly to exeess of ex-
penditure on books—Item H (page 358). The Committee drew atten-
tion to the lack of care displayed by the officer coneerned in incurring such
a large excess on expenditure of an optional character. They were
assured that if a Pay and Accounts Officer wer® appointed to deal with
the transactions of this Department he woulf help in preventing similar
occurrences in future. The Committee decided to recommend that the
excess be voted.

v

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
(College grant was enquired into by the Committee. It was explained hy
the witness that arrangements had now been made for monthly re-
coveries.

9. Para. 17 of Home Auditor’s Report on the Becretary of State’s
Accounts—On the question of the moiety recoverable on' account of diplo-
matic and consular establishments in Persia, it was pointed out that the
approval of the Government of India is always obtained to expenditure
under this head in addltlon to that of the British Foreign Office and of
the Treasury.

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

The Committee questioned the representatives on many points raised ',
vnder this grant and were satisfied with the replies given by the witnesses.
The (‘fommittee pointed out the great advantage derived from the presence
of a witness from the Province itself with an intimate knowledge of the
accounts.

11. The Committee adjourned after deciding to continue the grant
relating to the Foreign and Pohtncal Department in their meeting of the
3lst instant. .
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Proceedings of the eighth meeting of the Public Aoconnn
Committee held on Friday, the 30th July 1926 at 11 a. m.

PRrESENT.
The..ﬂon’ble Sir BasiL BraokeTT, Chasrman.

Mr. N. M JosHI. )
Rev. Dr. E. H. MacpHAIL.
Dr. K. G. LOHOKARE,
Sardar GuLaB SINGH. > Members.
Colonel J. D. CRAWFORD,

Dr. 8. K. DatTa.

Sardar V. N. MUTALIE, )

Sir FrEDERIC GAUNTLETT, the Auditor General,
Mr. G. KauLa, Accountant General, Central }were also present.

Revenues o

Mr. A H. Lioyp, Member, Centml Board of Revenue.
Mr. J. C. FereussoN, Commissioner, Northern India » Wetnesses.
Salt Revenue. o

The Accountant” General, Central Revenues’ Audit and Appropnatlon
Report was considered.

Grant No. 3 - Sak.—f-Messrs. Lloyd and' Fergusson were examined.

2. On behalf of the Central Board of Revenue Mr. Lloyd made a general
statement about the irregularities brought to lizht 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 posslble tointroduce local Audi¢
in that administration before 1924-25, and this is the first report on the results
on such an audit. The irregularities, which appear very serious, are due
mainly to lack of knowledge of accounting rules and to the difficult nature of
work in that locality. The officer-in-charge had to take quick decisions
frequently in order to avert what might otherwise have led to great loss of
Government money and property. The executive do not at present admit
the accuracy of all the statements in the report but the Central Board of
Revenue admit that irregularities have been committed.

The Committee was informed that practically all the cases in the Report
were under discussion with the Government of India. It agreed that, while
the matter was so important as to justify inclusion in the report befcre final

‘orders had been passed thereon, the Committee could not be in & position
to make any remarks before it was in possession of an agreed stat:ment of
fact. It expressed tentatively the opinion that officially the officer had not
been given enough powers, though unofficially he had been given a free
hand. It was suggested that s special Committee should be appointed to
mvestxgate the whole question, but it was decided that the action that the
Committee should take with reference to this matter would be determined on
the draft Report. The Committee endorsed the general comments of the
Auditor General on this case.
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* 3. Here, as elsewhere, over-budgeting for the pay of establishment was
noticed. The Auditor General suggested that statistics might be kept show-
ing the difference between the sanctioned scale and the actual expendi-
ture.

4. ‘Paragraph 40.—The Committee considered the suggestion made in
this patragraph. While expressing general approval it desired tﬂmphs.sme
the proposal that estimates should be prepared as far as possible on detailed
schemes, specially so far as Major Works were concer.ned and that this should
be done before provision for the same wasincluded 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_ gond_l-
tions of labour and transport are totally different from those obtaining in
more favoured localities.

5. Par&gra.ph 62.—The Committee could not help noting in this case that,
although all rules were broken, the results certainly gere good.

The Central Board resented the imputations hgainst the officeg concerned
in this 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 1o longer an Exécutive officer of Government as well as chairman of the
Co-operative Society.

Proceedings of the ninth meeting of the Public Accounts
Committee held on Friday, the 30th July 1926 at 3 p. m.

PRESENT.
The Hon’ble Sir BasiL BLACKETT, Chairman.

Mr. N. M. Joss1.

Maulvi 8yed MUrRTUZA SAHEB BAHADUR.

Rev. Dr. E. M. MacPHAIL.

Dr. K. G. LoHOKARE.

Bardar Guras SiNen. Members.
Colone! J. D. CRAWFORD.

Dr. 8. K. Darra.

Bardar V. N, MuTaLIk. J

Sir FREDERIC GAUNTLETT, the Auditor General,

: 1 re also prosent. '
Mr. G. KavLa, Accountant General, Central Reve- pwere also prese
nues

Mr. A. H. Lroyp, Member, Central Board o Revenue.
- ‘ Witnrsses.

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

The discussion of tBe‘Salt Grant was continued.
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"9, Grant 3' (page 231) —The Committee thought thnt audlt sheuld sctcwv
nise carefully all cases in Wwhich works were'begun during the course of a financial
year and paid for by reappropriation so a8 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 Wusks was one which, the Committee thought, could be suitably taken
up. .

The Committee considered that the details given in pages 231 to 234
were unnecessarily 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 assured 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 excessive.stocks .

4. Grant 1—Customs.—This grant raised three important questions—

L ]

(1) Ipprassing staff.—The Committee considered the problem of ade-
quate supervision of the work of the appraising staff so as to
prevent recurrence of fraud. It came to the conclusion that
improvement could only be effected by better check before the
goods actually left the Custom House. It was informed that
proposals for further check on acts of appraisement Wwere under
discussion at a cost of approximately one lakh of rupees a year.
The Committee decided to make a recommendation on this
matter in the draft Report.

(2) Paragraph 32—Internal check.—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 improvement here and elsewhere
by the appointment of an officer at Headquarters who would
control the departmental check.

(3) Revision of Sea Customs Act.—It was explained that the 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 much riction. The Committee hoped that the
. Act would be amended early.

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

5. The points raised under Grants 2, 4, 7 and 15 were replied to by the re-
presentative to the sa,tasfactnon of the Committee.
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Proceedings of the tenth mesting of the Public Aoccounts
Committee held on Saturday, the 31st July 1926 at 11 a.m.

PRESENT : -~
The Hon’ble Sir BasiL BLackeTT, Chatrman.

Mr. N. M. JosH1.

. Maulvi Syed MurTUzA Saheb Bahadur.
Rev. Dr. E. M. MAcCPHAIL.
Dr. K. G. LoBOKARE.

Sardar GULAB SINGH. Members.
Colonel J. D. CRAWFORD. .
Dr. 8. K. Darra.

Sardar V. N. MUTALIK.

Sir FREDERIC GAUNTLETT, the Auditor General,
Mr. T. K. RasacoPALAN, Officer on Special Duty,

Finance Department, were also present,
Mr. G. Kavra, Accountant General, Central |

Revenues. J

Mr. J. E. C. Jukes, Financial Secretary.
Mr. A. C. LOTHIAN Foreign and Political Department. }Wimesses.
Mr. E. B. Hicas, Forelgn and Political Department.

Examination of the Foreign and Political Department witnesses was
continued.

1. Grant 51—Baluchistan.—The Comm ttee desired that the questlon of
a separate Accounts Office for Baluchistan should be considered.

Paragraph 174.— The Committee after examlnahon considered this nothing
more than a technical irregularity "which, however, should be avoided in
future.

Page 477 -—The excess vote is mainly due to the writing-off of irrecover-
able temporary loans. The Committee desired to make it clear that an excess
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 I X—Education (page 485).—The Committee observed thata prma
Jacie reading of some of the figures in this Report ‘suggested that there was a
tendency to save on Primary education for the purpose of spending additional
gums on Secondary Schools.



9, Grant 55— Rajputana-—paragraph - 186.—The Committee: decided 10
take the question of irregular:drawal of money in advanoe of requirementsas a
general question.

‘The Foreign and Political Department witnesses then withdrew.

3. G.‘r?lnts relating to the Finance Department were then taken up, the
Financial Secretary appearing before the Committee. .

The Finance Secretary undertook to put in 8 memorandum with reference
to the excess of over 2 lakhs under item F on page 488 (Grant 51—Account

XII).

4. Grant 13—Interest on Ordinary Debt (page 265).—The Finance Secre-
tary undertook to put in a memorandum with reference to the excess in itegn

A-1—Interest on Permanent Debt.

5. Grant 1 6——Au$zt—pa'ragmph‘ 101.—The Committee were assured that
there were not many cases where an officer was his own Disbursing Officer.

6. Grant 45—Superannuation Allowances and Pensions—(page 407).—
The Committee were informed that the excess v8te was necessary in this case
because though the gross estimated expenditure was not exceeded the amounts
chargeable to the Commercial Departments had been over-estimated with the
result that the net estimate was excceded. The new procedure had been
introduced that year and not only had the budget figure proved too high but
also even at the time of the revised estimates the excess was not foreseen owing
to lack of experience of the new system. Thanks in part to the introduction
of a separate Pay and Accounts office in the United Provinces more accurate
estimating is now assured, and the recurrence of such an excess is impro-

bable.

The point arose under this grant whether it was correct to show minus
supplementary grants under voted sub-heads. The Finance Department
and Auditor General promised to consider the point, which is a technical one.

7. Grant 49—Refund.e (page 435).—It was explained to the Committee
that the excess vote was required owing to the adjustment of Railway freight
taxes, now no longer in existence, referring to previous periods.

8. Grant 59—Ewpenditure in England under the control of the High Commas-
stoner (page 541).—The Committee observed that there seemed to be & consider-
*able degree of over-estimating in this grant. Item H.-6 seemed to be an
instance of receipts being used in deduction of expenditure without sufficient

justification.

The Finance Department witness then withdiew
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Prouodinnottho eleventh meeting of the Public Acoounts Committee
‘held on Monday, the 2nd August 1926 at 11 a. m,

PRESENT :
The Hon’ble 8ir Basir. BLACKETT, Chasrman. ~

Mr. N. M. JosHi,
Maulvi Syed MurTUzA Saheb Bahadur,
Rev. Dr. E. M. MACPHAIL,
' Dr. K. G. LOHOKARE, Members.
Sardar GULAB SINGH,
Colonel J. D. CrawFoRD,
Dr. 8. K. DATTA,
Sardar V. N. MuTaLIK,

Sir FRepERIC GAUNTLETT, the Auditor ¢
General,
Mr. G. KavLa, Accountant General, Central
Revenues, were also present.
Mr. T. K. RAJAGOP@LAN, Officer on Special
Duty, Finance Department,
Mr, E. W. GRINDAL, Accounts Officer, Central
Accounts Office,

Mr. W. RocHe, Deputy Secretary, Department of
Industries and Labour,

Mr. A. BreBNER, Superintending Engineer, S:mla Witnesses.
Imperial Circle,

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

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

The Committee examined the representative of the Education, Health
and Lands Department on the experimental fruit farms 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 loss 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. 10—Irrigation. :

Page 262, Item F.—The Committee were informed that this is the firste
year in which such pensionary charges had been included and, therefore,
the estimating was not as good as it might have been—Much improvement in
this respect was expected from this year.

The same witness was examined on Grant No. 35—Aviation—to the satis-
faction of the Committee.

L

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

€
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question whather allotments . from the Reserve :;hauld be mdqt.on
account of establishment, the witness agreed that, this should not be done.

Paragraph 129.—The view was expressed that some non-official should
be included in any Committee convened to discuss rents of houses to be
occupied by officials.

Pardyraph 132.—The Committee recommended that quarters.' at Long-
wood when flot required by the Members of the Assembly should be let.,

Paragraphs 133 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 eonsidered.
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 expressed by the
Auditor General in his forwarding letter. Under this grant two important
general questions wege taken up :— ‘

(@) The Committe® noticed that there was a considerable saving in the
total, and were informed that it was due to the fact that there
was & tendency on the part of Departments to ask for money
before details were ready. Also, the Executive Engineer is
asked to forecast his expenditure many months ahead and so
is not in the best position to estimate closely with regard to his
actual requirements.

(b) The Committee were of opinion that the officer who answers 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 exarined.

°Paragmph 100.—The Committee were informed that the question of the
reduction of the rate entered in the Delhi Bus contract was under considera-
tion.

Paragraphs 130, 134 to 139.—All these paragraphs were taken together
as they raised important issues. 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 makeit 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 news rules of rents will be enforced from 1926-27. Houses for officers
of higher status should not be allotted to officers of a lower status.

The Committee were informed that residence on the 5 months basis at
Delhi must work out to a loss. ,
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Proosedings of the. tweltth meeting of the Public Accounts Committee
held on Monday, the 2nit August 1928 at 3 p. m.

. PRESENT :
The Hon’ble Sir Basiz BLacKETT, Chasrman. ‘

Mr. N. M. Josst,

Maulvi Syed MurTUzA Saheb Bahadur,
Rev. Dr. E, M. MaoraAIL,

Dr. K. G. LOHOKARE, \. Members.
Sardar GuLaB SINGH,
Colonel J. D. CRAWFORD,
Dr.'S. K. DaTTa,

Sardar V. N. MUTALIK,

7 ¢
8ir FrepEric GAUNTLETT, the Auditbr
General,
Mr. G. Kaura, Accountant General, Central
Revenues, * were also present.
Mr. T. K. Rasacoraran, Officer on Special
Duty, Finance Department,
Mr. E. W. GrinpaL, Accounts Officer,
Central Accounts Office.

Mr. J. L. 8aLg, Chief Engineer, Delhi, 1

4

Mr. J. S. PrrkeaTHLY, Chief Controller of Stores,
Mr. A. G. Crow, Deputy Secretary, Déepart-
ment of Industries and Labour, Witnesses.
Mr. 8. LaLr, Under Secretary, Department of
Industries.and Labour,

Grant No. 62.—Delhi Can Outlay—Was continued in the afternoon.

Paragraphs 194-200.—The Committee were informed that these para-
graphs related to cases of risk of loss in the collection of materials in advance
or in excess of requirements, shortages noticed and verification of stores,
purchases of stores at excessive or at different rates, and were to be investi-
gated by an independent officer.

Paragraph 201 (a)—Heavy losses or risks of loss in connection with collec-
tvon and dressing of stone.—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 real cost of the bmldmgs for which the
stones are t0 be used.

Paragraph 202 (9).—The Committee were dssatisfied with this case
which showed careless scrutiny in the first instance by the officers who passed-
the final bill for work done by a contractor.

[ 4
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Paragraph 205.—The Committee were informed that the risk of sontracts
being defective was minimised now as every contract had to go through the
Accounts Officers. This was left to be considered in connection with the
general comments to be made by the Committee on contracts.

Some of the cases referred to under this grant related to house rent charged
to Governident officers occupying Government buildings. It was pointed
out to the CoMmittee that such cases could only be settled in a satisfactory
manner after Fundamental Rule 45 had been properly drafted. That question
was discussed this morning.

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

Proceedings of the thirteenth meeting of the Public Accounts Gommfttoo
held on de%y, the 3rd August 1926 at 11 a. m.

PrEsENT:
The Hon’ble Sir Basi. BLAOKETT, Chasbman.

Mr. N. M. Josnrt, )
Maulvi Syed MurTuza Saheb Bahadur,
Rev. Dr. E. M. MacPHAIL,

Dr. K. G. LOHORARE, }Membm.
Sardar Guras SiNGH,

Colonel J. D. CRAWFORD,
Dr. 8. K. Darta,

Sardar V. N. MuTALIR, J

Sir FREDERIC GAUNTLETT, the Auditor General,}

Mr. G. Kavra, Accountant General, Central »were also present.
Revenues, :

Mr. G. M. Youna, Joint Secretary, Home
Department, v . .

Mr. J. D. PeNny, Deputy Secretary, Com- > Witnesses.
merce Department, '

Mr. H. SeankarR Rav, Assistant Secretary,
Finance Department,

+  The Commerce Department representative was examined.
Grant 15— Account No. IX, page 281, Item D.—The Accountant General,
Central Revenues, was asked to put in a statement® :—
(1) as to the reason why the charges for the maintenance of the
* “Dufferin " were debited to “ Contingencies ", and

(2) why a vote of tBe Assembly had not been obtained for this expendi-
ture, as the charge seemed to be for a new service.

*Appendix XI.
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. 2. Grant 20—Ports and Pilotage, Page 299, Item F.—The Committee
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
vice versa.

3. Grant 36—Commercial Intelligence.-—The Committee. desired a state-
ment* from the Commerce Department showing under what h provision
for the Trade Journal had been made and whether this journal was a paying
proposition. ' ‘

4. Grant 39—Joint Stock Compantes.—The small excess vote under this
head was recommended by the Committee to the Assembly. The fact that the
sum had been paid out of the Reserve did not make the provision of a supple-
mentary grant unnecessary.

The witness then withdrew.

« The generhl questions involved in the first five paragraphs of the Audstor
General's covering letter dated the 9th July 1926 on the Audit and Appropriation
Accounts of the Central Government were then taken uff

Paragraphs 1, 2, and 3.—The Committee expressed their appreciation of
the way in which the Audit and Appropriation Report had been compiled,
involving as it did an enormous amount of time and labour. Any defects
were due probably to the fact that this was the first time in which 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 accounts
went into too much detail and were too large in number. If cases were
described in detail in the body of the report nothing more 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 cases had been included on which definite orders had not
been passed. The Committee agreed with the Auditor General that he should
use his discretion in presenting such cases, 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 satisfaction the pioneer work done by the
Pay 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’s letter. It
was suggested that attention should be drawn in'the preamble of the report
prepared by the Accountant General to the more important questions referred
to therein. It was pointed out that the Auditor General endeavoured to do
this in his forwarding letter. It was also suggested that the Auditor General
himself should write the report on all Central appropriation accounts. 1t was
pointed out that this would necessitate a change in the Statute. The Auditor
General promised to consider both suggestions.

Paragraph 4 of the Auditor General’s lotter.—With regard to this matter
the Auditor General and the Home Department representative stated their
cases before the Committee. The Auditor General modified his request to the

.

*Appendiz XIT,
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. extent that he would be content if the Government of India asked the Secre
tary of State if he would be good enough to give the Auditor General a detailed
statement of the reasons underlying 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 Auditor8eneral was reluctant to accept this suggestion in view of the pos-
sible delay whith 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 recommended that the question of the direct access of the
Auditor General to the Secretury 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 the Committee
and the Finance Department representative explained the detailed procedure
for the preparation of the Budget. The Committee were informed that the
control of the Finance Depastment 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 satisfactorily
in almost every case. There was a constant enquiry going on in the Departe
ment with a view to reduce expenditure.

Proceedings of the fourteenth meeting of the Public Accounts Committee
held on Wednesday, the 4th August 1928 at 11 a. m.

PrEseNT :
The Hon’ble Sir BasiL BrackerT, Chatrman.
Mr. N. M. JosHi, *
Maulvi Syed MurTuza Saheb Bahadur,
Rev. Dr. E. M. MacrHAIL, ’
Dr. K. G. LOHORARE, }
Sardar GuLaB SiNGH, Members.
Colonel J. D. CRAWFORD,
Dr. 8. K. DATTA,
Bardar V. N. MuTALIK, J
Sir FREDERIC GAUNTLETT, the Auditor General,
Mr. M. K. MiTra, Accountant General, Rail- }werealso present.
ways,
Mr. A. A L. Parsons, Financial Commissioner,
Railways,
Mr. A. M. Havman, Director of Finance, Rail- p Witnesses.
ways, .
The Railway Department representatives were examined. They firat
explained the position with regard to the outstanding questions mentioned
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in paragraphs 32 and 33 of the Resolution on the Public Accounts Committee’s
Report. They also replied to points raised by the Committee with reference to
the staff maintained in connection with tlte management of the annuity by
which the State purchased the East Indian Railway in 1879 (Compare para-
graph 10 of the Report of the Auditor on the accounts of the Secretary of State,

Section 1). -

2. The Committee again raised the general question of contfacts and notic
ed cases in which there had been failure to draft proper contracts. Later in the
day the Committee’s attention was drawn to cases where the contract had been
8o 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.

: Atdit Report on the accounts of Raslways in India, 1924-25.

3. Paragraph 10.—The officer who introduced th&machine for the compi-
lation of statistics was specially commended by the Committee. The possibi-
lity of the use of this machine in ordinary Civil offices was discussed but it
was explained that this would not be economical. .

4. Paragraph 19.—The® Committee desired that Rate Registers should be
introduced as quickly as possible in all Railways.

5. The Committee noted with satisfaction the considerable reduction 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 prematurely transfer- :
red to works should be examined by the Raiway Board. Fourteen crores
was regarded as approximately the present minimum balahce for all railways
combined. 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 algo 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
should 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 difficul-
ties in centralisation but the Committee desired that the matter should be
considered. The Committee asked whether greater use could not be made
of the Indian Stores Department. It was explained that the Stores Depart-
ments on 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 extemsive use of that organisation would be beneficial.

1. Paragraph 64.—The contractors are no longer in she List of Contractors,

.

.
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8. Paragraph 90 (1I).—The Committee wished to bring out the fact that
recovery of money should not be considered a complete punishment in every
case.

9. Paragraph 113 (i3).—The Committee noted with satisfaction that there
was a reduction 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 General mentiored a
case, it was the duty of the Department concerned to haveit 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 earlier than they did

. this year).

Proceedings of the fitteenth meeting of the Public Accounts Committee
held on Wldngsday, the 4th August 1926 at 3 p. m.

PRESENT :

The Hon’ble Sir Basr. BLACKETT, Chairman.
Mr. N. M. JosH1, h
Maulvi SYED MurTUZA Saheb Bahadur,
Rev. Dr. E. M. MacpHAIL,

Dr. K. G. LOHOKARE,

Sardar GuLaz SiNGH, Members.
Colonel J. D. CRAwFORD,
Dr. 8. K. DaTTaA,

Sardar V. N. MuTALIR.

Sir FREDERIC GAUNTLETT, the Auditor General 1

, > were also present.

Mr. M: K. Mrrea, Accountant General, Railwdys, |

Mr. A. A. L. Parsons, Financial Commissioner,

Railways, Witnesses

Mr. A. M. Havymav, 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
closed, the loss having been written off.

Page 17.—The Committee examined the witnesses on the Statement
on this page showing the ratio of total working expenses excluding suspense

to gross earnings.

Page 74 —I1t wag suggested that as the Legislature had accorded special
sanotion to a provision of 150 crores for capital expenditure in 5 years a special
report should be presentea to the Assembly on such expendlture After
considerable discussion it was decided not to pursue this point. In the

’
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course of the discussion it was brought out that a sum of 30 crores a year could
not possibly be spent by the Railway Department and that in recent years
steps had been taken to reduce the amount in the Budget.

Paragraph 73.—The question of over-estimating on Capital Works was
taken up on this paragraph, but it was decided to consider it in connection
with the general question. The Committee were informed that lump sum
cuts were now applied to these estimates. .

“The representatives replied to the other questions raised on this Report.
They admitted the accuracy of the criticisms in paragraphs 15 to 23 of the
Auditor General's letter on the Appropriation Report, but explained that
these defects were due to the transitional period after the separation of the
Railway Budget. - Steps had been taken to rectify these defects.

+

“Proceedings o} the sixteenth meeting of the Public Accounts Committee
held on Thursday, the 5th August 192.0 at 8 p.m.

[\

PRESENT :

The Hon’ble Sir Basrt® BLACKETT, Chatrman.

Mr. N. M. JosHI A
Maulvi Syed MurTuza Saheb Bahadur,

Rev. Dr. E. M. MacprALL,

Dr. K. G. LOHOKARE, > Members.
Sardar GuLaB SINGH,

Dr. S. K. DarTa,

Sardar V. N. MuTaLIK, )

Sir FREDERIC GAUNTLETT, the Auditor General,
Mr. E. Burpon, Secretary, Army Department, were also present.
Mr. A. G. BArr, Director, Army Audit,

1. The Report of the Committee appointed to examine the audit and
Appropriation Reports on the Army accounts for 192425 was discussed.

2. Paragraphs 51 to 65 of the Auditor General’s covering letter dated the 4th
June 1926.—The Committee concentrated on the question of the cost account-
ing system in the Army and desired to know what' action Government was
taking in the matter of abolishing it.

The official note on the subject was read out showing the intentions of
Government in the matter which have however still to be confirmed by the
Secretary of State. It was pointed 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 trouble involved except in the
cases of manufacturing establishments and ordnance It was supposed to give
better control over expenditure, but experience showed that without decen-
tralisation, to which the Army authorities could nat agree, there was no chance
of success for this system of accounting. The Committee noted this statement
of the intentions of Government and asked that the next Committee should be

.
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.

iven an opportunity of examining the practical working of the system to e
introduced and expressing its opinion on the new methods and forms a.dopted

3. Report on the Audit and Appropriation Reports on the Army accounts for
19§f -25.—Paragraph 2.—The Committee emphasised the importance of local
audit.

\
4. Pwragraph 7.—The Committee noted the desirability of cordiel relation-
n]nphbetween the financial and audit officers on the one hand and the Military
on the other

b. Paragraph 8.—The Director, Army Audit, was asked to put in a short
statement* as to the general nature of these cases.
6. Paragraph 18.—The Committee endorsed the decision. : .

7. Paragraph 30.—The general question of reappropmtmn was dis-
cussed. °

8. Paragraph 35.—Th® Committee re-affirmed the accounting prmcxple
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. Paragraph 46.—The Committee desired that orders to this effect should
be issued.

10. Paragraph 47.~—The Comnuttee endorsed the recommendation made
with regard to insurance,

Proceedings of the seventeenth meeting of the Public Accounts Committee
held on Wednesday, the 11th August 1926, at 4 p. m.

PRESENT :

The Hon’ble Sir Basiu Brackirrt, Chairman.

Mr. N. M. JosHi,

Rev. Dr. E. M. MacpHAIL,
Dr. K. G. LoHOKARE,

Dr. S. K. DATTA, ’ J

L

Sir Freperic  GauntrErT, the Auditor General, was also present.

‘Members.

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

Appendix XIV.
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edings of the .e hteenth meeting of the Public Accounts Committee
Proce “held on %nday, the 16th August 1926, at 11 a. m.

PRESENT :

The Hon’ble Sir Basi. BLackeTT, Chairman. -~

Mr. N. M. JosHI,

Rev. Dr. E. M. MacpHAL,

Dr. K. G. LOoHORARE, Members.
Dr, S. K. DATT],

Colonel J. D. CrawFoRD,

" 8ir FrEDERIC GauNTLETT, the Auditor General, was also present.
The Committee considered the Report, revised according to the recom-

mendations made in the last meeting, and passed it.

¢
L]
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APPENDIX I 3
Finance Department Resolution ngo. D.-1089-A., ‘dated the 1st Juno
1926.

No. D.-1089-A.—The Governor General in Council has perused with
interest thegReport of the Public Accounts Committee on the accounts of the
year 1923-24 %nd wishes to express his appreciation of the care and thorough-
ness with which the Commjttee have accomplished their task and his sense of
the value of their careful scrutiny of the financial administration of the country,
The Report under consideration deals with several matters of high constitu-
tional importance, involving legal questions of great complexity, the deter-
nination of which will naturally require time.

2. As pointed out by the Committee, though this was the third year
after the introduction of the Reforms as a consequence of wlich part of the®
expenditure of the Government of India became subject to the vote of the
Assembly‘and passed ﬁndgr the scrutiny of a Committee of the Assembly,
it was the first year in which some of the results of such a scrutiny could be
observed. The Governor General in 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 Committee.

- 3. The Governor General in Council has carefully considered the recom-
mendations made and the opinions expressed by 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. Paragraphs 3—8 of 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 circum-
stances of the year were peculiar in view of the fact that the Report of the
Inchcape Committee was not available early enqugh to be utilised in the pre- -
paratjon of the detailed estimates. As pointed out 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 b years, all lapses in any one year being added to the figure for the
subsequent year. Obviously this meant that the estimates were not based
‘on the capacity of the Railways to spend but were determined in advance
for a period of b years at a fixed sum. The result was that this carry-forward
reached enormous dimensions and a sum of no less than Rs. 38,63,95,000
was accordingly provided in the budget for 1923-24 as the Capital grant for
the year, gnd, not unnaturally, the spending capacity of Railways being what
it was, nearly half of this sum was left unspent. Under the procedure now
in force the Agents of the 4ndividual Railways prepare their estimates of what
they tge likely to spend on individual prograrames during the financial year.

12 Fin. ’ '

~



' 56

. These estimates have in practice been found to be far too optimistic ; and the
Financial Commissioder makes his own estimate based upon the experience
of previous 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
reductipn of the total grant. For example, in the budget for the year 1926-27
the total programme for new construction and open line works in the year
was estimated by the railway administrations at over 34} crores! The Financial
Commissioner in the light of past experience, held that the total amount re-
quired would not exceed 22 crores, exclusive of the 4 crores necessary for the
purchase price of the Delhi-Umballa-Kalka Railway, and accordingly reduced
the total provision to this figure, while still leaving to each Railway Admi-
nigtration 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

« proved sucgessful. The total requirements of the administrations amounted
to 33 crores, but the grant which the Assembly was asked to vote was 23 crores.
It is now anticipated that 19} crores only will hawe been spent en capital
works during the year, though the true expenditure will be about 2 crores
more, as the total capital locked up in stores will be reduced by that  extent.
It will be seen therefore that the lapses have been reduced within reasonable
limits when compared withithe estimate.

5. Pagagraph 10, ibid.—The Governor General in Council agrees with
the Committee in the view that those arhounts only 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 sanctioned by the
Assembly, though it has exceeded some smaller amount which ‘was placed
at the disposal of the actual disbursing authorities by the authority responsible
for the grant, the sanction of the Executive Government which has issued
orders restricting the expenditure is alone required. The new form cf
Appropristion Accounts will show clearly the actual expenditure on each sub-
h.ead of a grant, together with the provision therefor as accepted by the sanc-
tloniélg authority, which is the Legislative Assembly in the case of voted
grants.

6. As regards the actual excesses over voted grants 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 their
Report being due to the fact that certain non-votable expenditure was debited
against the voted grant. The Auditor General has since expressed his opinion
that, as assignments to Provincial Governments on account of income-tax
are governed by Devolution Rule 15, they should be considered as non votable.
Excluding these payments, there has been no excess over the grant uuder
th's head and, following the opinion expressed by the Committee in paragraph
‘13 of the report, this item was omitted from the statement of excess grants
submitted to the Assembly and sanctioped by them on the 15th of Febru-
ary. ’ B} '
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7. The Governor General in Council agrees with , the Committee thit
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 a failure on the
part of the Executive Government to observe the limits set by the Legislaturein
voting grants for expenditure. He recognises, with the Committee, that axpendi-
diture contrgl cannot be perfect in present circumstances, owing partly to the
- present praceBure of accounting. He desires, however, to impress on all autho-
rities that it is a part of their duty to try to ensure that excess grants should
not become necessary. He notices that among the specific instances discussed
by the Committee in their Report the excess under ‘ Refunds’ is the only
excess which shows 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 tos be,required ine
the course of the succeeding year and to bring to notice in good time any
expenditure Which is dikely 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, item 4, ihid.—The Governor General in Council has now
adopted the view that mere provision in the Reviséd Estimates is not sufficient
to prevent an excess. A specific application for a grant must be made by the
proper authority. The necessary instructions will be issued ad early as
possible.

9. Paragraph 16, ibid.—The Governor General in Council fully ngrees
with the view of the Committee that grants voted by the Assembly can be
increased by the Assembly alone. He regrets the misunderstanding that
arose in connection with this in the year 1923-24 and hopes that similar mis-
understandings will not recur; but, as suggested by the Public Accounts
Committee, he takes this opportunity of emphasising the point.

10. Paragraphs 17—19 and 21-—26, ibid.—The Governor General in Council
accepts the opinion of the Committee as regards the necessity of providing
adequate machinery to watch the progress of expenditure against grants, so
that steps may be taken in time to provide additional funds where necessary.
This is a very important matter and has been brought to notice in successive
reports of the Public Accounts Committee. The Government have had under
consideration various methods by which the control of expenditure can be
made effective. With Finance Department letter to the Auditor General
No. D.-5142-Ex. of 20th July 1925, was enclosed a list of authorities held

" rgspousible 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 advantage in order to ensure
that funds are obtained from the proper authority, either the Legialative
Assembly or the Executive Government, as the case may be, before expenditure
is incurred.e The aufhorities who are responsible for control over expendi-
ture will in future be required to bring to the notice of the Department on
whose request a grant has been voted by the Assembly or, in the case of non-
voted .expenditure, sanctioned by the (Governor Genera in Council, any
anticipated excess or savings in the actual expenditure as compared with the

[
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grants placed at their disposal. Thesestatements, wa.ch should be prepared
separately for voted &nd non-voted expenditure, should be submitted to the
Departments before the end of December, checked as far as possible with he
acoounting officer’s figures, On receipt of these statements the Administra-
tive Dgpartment concerned will, wherever it is empowered to do so, transfer
savings to meet excesses within the grant, and, when re-appropriations are
beyond .its powers, and the consent of the Finance Departmen ig necessary,.
také steps to obtain such consent. It will forward to the Finance Department
before the middle of January a statement comparing the total anticipated
expenditure with the orig nal grant so that steps may be taken, where excesses
are anticipated, to obtain a supplementary grant from the Assembly in the
cage of voted expenditure or to make the necessary arrangements for sanoc-
tioning a grant in the case of non-voted expenditure. Where, on the other

« hand, impqrtant savings, in a grant are foreseen, the Finance Department will
ordinarily issue instruotions withdrawing part of the original grant. It is
recognised that it may be difficult to enforce full resppnsibility In the matter
at present owing to the difficulties caused by acopunts adjustments which ure
sometimes made after the close of the year. The officer controlling thre grant
will, however, be expected to take into account all such adjustments as can
reasonably be foreseen, in gonsultation with his Accounting Officer wherever
necessary, and to make every effort to see that the revised forecast of expen-
diture agginst the grant is as reasonably accurate as he can make it. It is
important in this connection to note that it is as necessary to report probable
savings as 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 @sfimates were framed
of which the cost can be met within the grant from savings elsewhere, should
be brought to the notice of the Legislative Assembly by means of a token
vote, is under the consideration of the Governor General in Council. *

12. The Governor General in Council has also had under consideration
the question of expenditure under the various sub-heads within a grant.
Certain powers of re-appropriation within a grant are at present possessed
by various authorities under rules framed by the Finance Department, and
in theory the spending authorities are expected to transfer savings from sub-
heads where such oceur to meet excess expenditure under other sub-heads in
the same grant, obtaining the concurrence of the Finance Department to
such re-appropriations where necessary. These re-appropriations cannot,
however, be formally made after the close of the vear in’ which the expenditure
occurs. In such a case the question arises whether it is not desirahle to pres-
cribe some action in order to ensure that the circumstances in which excerses
under sub-heads occurred, and were not met by re-appropriation from other
sub-heads, should be reviewed by higher authority. These will, of course, be
brought to notice in the Appropriation Report and will be scrutinised by the
public Accounts Committee : but the Governor General in Couficil considers
it desirable that, before the scrutiny by the ®Public Accounts Committee
there should be a preliminary examination by the Department responsible
for the grant. He has accordingly decided that in all cases, whether the ex-
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senditure is voted or non-voted, the Department responsible for the grant
ahould take steps to scrutinise such excesses to find out whether these were
tvoidable or not and whether funds could not have been re-appropriated before
the closc of the year, and to give instructions to the authority actually ad minis-
sering the grant as to any change of procedure which may be necegsary to
pecure propey_control over the expenditure, Though technically re-appro-
wriation is impYssible after the close of the year, all excesses should thus be for-
ally reported for sanction, and if the grant as a whole is not exceeded and if
re-appropriations could have been made before the expiry of the year by the
Department, the excess should formally be sanctioned by the Department. 1
re-appropriations could not have been made without the sanction of the Finance
Department, such excesses should receive the sanction of that Department.
In cases where the grant as a whole has been exceeded, an additional grant
should be asked for from the Finance Department in the case of non-voteds
expenditure or obtained from the Assembly in the case of voted expenditure

13. Paragraphs 27-229, ibid.—Steps have already been taken by the
Auditor General to reduce isclassifications to a minimum.

14. Paragraph 28,ibid.—The question of the establishment of & separate
Accounts Office at Peshawar for the North-West Frontier Province is engag-
ing the consideration of Government. A rough estimate of the cost of the Pay
and Accounts Office has beon worked éut 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. Paragraphs 39---33,itid.—The Governor General in Council has unde?
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 excess may be covered by the allotment of funds from the reserve,
steps should be taken to obtain a grant from the Assembly to cover the excess.
Attempts have been made to formulate a scheme by which something of the
nature of a Civil Contingencies Fund could be started in India. There are,
however, certain legal objections to the creation of such a fund, and it is feared
that the difficulty cannot be ecffectively 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 arrive at a
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
possible to place before the Public Accounts Committee next year a scheme
for full consideration and report.

* 16. Paragraph 34, ibid.—The Governor General in Council desires to
associate himself with the Committee in expressing his appreciation of the
thoroughness with which the problem of making the Appropriation Accounts
more illuminating has been treated in the report of the Auditor General on that
question. The proposals made therein have been accepted in principle.
Such of theln as deal with the form of the demands for grants have already
been given effect in the demands placed before the Assembly this year. The
one question which can he considered as at all controversial is that of empower-
ing the Auditor to bring to notice in his report such matter: as are still under
the consideration of Government. This may perhaps be considered open to
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objeotion as in interterence by audit with the freedom of action 9f tht? Exe-
cutive. The Governdr General in Council does not desire that the discretion of
the Auditor General or the principal Auditor in bringing irregularities to notice
should be fettered in any way, and he has no doubt that the Auditor General
will take special care to satisfy himself that it is really desiraile in the public
interests to refer to any matter which is still sub judice. It ig therefore not
considered desirable to lay down an absolute rule forbiddin‘g the mention
of matters which have been reported to Government and which are still under
their consideration ; but the Governor General in Council considers that in
most, if not all, cases the practical advantage will usually be found to lie on
the aside of not mentioning them prematurely. The Auditor will doubtless
prefer ordinarily to bring cases of irregularity before the Public Accounts
Committee not ez parte but after the Administration has been given an oppor-
« tunity of explaining the alleged impropriety.

17. Paragraphs 35-36, ibid.-—The question whether grants sanctioned
by the Legislature should be for gross or for net exfenditure, in cases where
recoveries occur which might be taken in reductin of expenditurc, has now
been settled and orders will issue shortly, ’

18. Paragraph 37, ibid -—The Governor” teneral in Council agrees with the
view that it is desirable to adhere ordinarily o the general rules that particular
receipts should not be diverted to meet pi.cticular expenditure.

19. Paragraph 38, ibid.—The Gover, v General in Council is of opinion
that the Public Accounts Committec is :ompetent to deal with receipts in
so far as matters relating to such receipts are mentioned in the Appropriation
Report. A small portion only of the receipts of the various Governments in
India comes up, for audit by the Auditor General, but wherever irregularities
come to notice in the course of the Auditor General’s audit of such receipts
and are included in the reports presénted to the Committee by the Auditor
General, there is nothing to prevent the Committee from dealing with such
matters. The Auditor Geperal has accepted this view.

20. Paragraph 39, ibid.—It has always been the practice, except in Bembay,
for income-tax to be paid direct into a Government Treasury, or into the Im-
perial Bank where the management of the Treasury is in the hands of the
latter. The practice in Bombay used to be for the assessee to '8y income-tax
to the Income Tax Department and for the latter to credit it into the Imnperial
Bank later. This practice has since been discontinued and no payments are
now received by the Income-tax Department even in Bombay.

21. The other suggestion that fees in respect of minor services rendered
by Government should be collected by means of stamps is under consideration.
Each Department has been instructed to examine the question in connection
with the receipts in respect of services for which it is responsible. The decision
of the Government will be announced later.

22. Paragraphs 40-41, ibid.—The Gavernor Ggneral in Council recognises
the extreme importance of taking the necessary steps to maintain an adequate
check over Customs receipts. The question is at present being discussed
with the Auditor General.

L ]
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23. Paragraph 42, ibid.—The Governor General in Council trusts that the
number of frauds, embezzlements and other serious financial irregularities
will be reduced in future years, in view of the action now being taken in such
cases against those found guilty either of fraud or of in efficient supervision.
He concurs with the Committee as regards the necessity of keeping a watch-
ful eye on the facts of frauds and embezzlements which come to light, and also
to see whethéMthere is any defect in system that needs remedying.

24. Paragraph 43, ilid.—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. Paragraphs 45-46, itid.—The Governor General in Cpuncil accepts
the recommendations made in these paragraphs and proposes to issue suitable
instructions to all autho.rities responsible for the initial preparation of budget
estimates. o

26. Paragraph 48, ibid.—The Officer concerned has since retired from
service, consequently it is not proposed to communicate to him the Public
Accounte Committee’s remarks, with which the Governor General in Council
is in entire agreement.

27. Paragraph 49, ibid.—The Governor General in Council agrees with
the Committee’s suggestion and will take steps to give effect to the proposal.

28. Paragraphs 61-62, ibid.—The Auditor General is requested to issue
instructions, as desired by the Committee, that detuils of sums allotted for
the Public Works Department .out of the reserve at their disposal should be
given in the Appropriation Account in future. The Governor General in
Council also accepts the suggestion that allotments from the reserve should
not be made except to cover lapses in grants in previous years and that no allot-
ment should be made on acocount of establishment. Thequestion of improv-
ing the procedure for preventing technical excesses over grants caused by
the impossibility of estimating the peroentage for establishment and tools and
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 concerned that there should be an appropriation for all refunds
whether voted or non-voted. A grant should be obtained from the Assembly
or from the Executive Government in the case of non-statutory and statutory
refunds respectively. n order to make the position more clear, it has been
deécided frogn 1925-26 onwards to bring together all refunds under one grant
instead of having them scattered through the different Demands including
the Area Demands as hith rto. - The only exceptions to thisiruyle will ke re-
funds under Railways and Posts and Telegraphs which will be shown with
their respective grants.

M 64 Fin. [
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30. Paragraph 63, ibid.—The Governor General in Council agrees with
the suggestion of the’ Committee that such major works only as have been
specifically approved on detailed estimates should be included in the budget for
Capital expenditure, while there should be a separaté provition for minor
works;«and reserves for lapses and for unforeseen expenditure. The budget
for 1926-27, it may be noticed, is based on a more careful estimate of prebable
requirements for expenditure during the year. The total améint of Capital
expenditure proper, excluding stores and other suspense transactions, is
88 lakhs and closely follows the revised estimate for the previous year which

+ is 98 lakhs as against a budget estimate of nearly 143 lakhs.

31. Paragraphs 56—58 and 60-61, ibid.—The remarks of the Committee

are under the consideration of the Government of India in consultation with
. the Posts and Telegraphs Department authorities.

32. Paragraph 62, ibid.—The Railway Board have decided to employ on
the Other State Railways, the services of the same officer who gave assistance
to the Agent of the Great Indian Peninsula Railyay 1n effecting reductions in
staff and in overhauling the establishment of that Railway.

33. Paragraph 64, ivid.—The question of the re-valuation ofv.sbores 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.

34. There are a foew matters of minor importance on which the Committee
has expressed an opinion which have not been specifically dealt with in the
above paragraphs. 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
briefly in the main report to matters, which though subsidiary in themselves,
are yet of interest to the Committee. The Governor General in Council is
in general agreement with the views expressed by the Committee and desires
that the suggestionsshould 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 Public Accounts Committee ag in the

previous year.
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Statement shotwing the action taken or proposed to be taken on the points noticed
by the Public Accounts Committee in their Repert on the accounts of

1923-24.

.

Recommendations or obser-
vations made by the
Pudlio Aocounts Committee.

That in view of the wide diver-
gence between the actual ex-
ponditure of a year and the
estimates, steps should be
taken to effect improvements
in the method 'of estimating
of expenditure  apecially in
the case of Railways,

That the amounts By which the
actual expenditure %xoeeds
the total grant, including sup-
plementary grants sanctioned
by the Assembly, should be
pleced before the Assembly
for sanction.

That mere provision in the
revised estimates is not suffi-
cient to prevent an excess and
that specifio application from
proper authority for a grant
is necessary.

That with a well regulated sys-
tem of control over expen.
diture, there ought not to be
any excesses at all.

That grants voted by the
Assembly can be added to
only by the Assembly and
that any transfers to a grant
from another grant or from
a non-voted head are invalid
unless voted by the Asgembly.

Neocessity of providing adequato
machinery to watch the pro-
gress of expenditure against
grants, so that steps may be
taken to provide additional
funds where nocessary.

[ ] L

Reference Action taken or proposed:
to to be
Report. taken on points noticed.

Paras. 3-8. Steps have been taken by the
(Vol. I, pages.|  Finanoial Commissioner,
1.3.) Railways, to devise a new

procedure by which Rail-
ways will be able to spend
up to their grants and thus
keep lapses within reason-,
able limits of ‘the estimate,

Para.  10. | The newly constituted Appro-
(Ibid, pages priation  Accounts  will
34.) shew clearly the actual ex-

penditure under a grant and
the allotment sanctioned by
the Assembly.

Para. 12, | Steps are being taken for
item 4. (Ibsd, | the issue of necessary ins-
page 6.) tructions.

Para. 14. | Attention of all authorities
(Ibid, pages concerned have been drawn
6-7.) to this principle in para. 7

of the Government of India
+| Resolution No. D.-1089-A.,
dated 1st June 1926,

Para. 16. | The principle has agsin been
(Ibid, page emphasised in para. 9 of
7.) the Resolution  quoted.

above.

Paras. 17-19, | Winance Department Jetter
21-26-and 44. No. D.-5142-Ex., dated 20th
(1bid, pages July 1925, prescribes a list
7-12 and 20.) of . authorities responsiblo

‘ for control of expenditure in
each demand for grant.
The method by which such
control can be effectively
exercised is described -in
para. 10 of the same Reso-
lution.

H112FinD
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Recommendatiogs or obser- Refersncs Action taken or proposed
No. vations made by the to to be
Public Accounts Committee. Report. taken on points noticed.

7 | Suggestion that new and impor- | Para. 20..{ The matter is under considera-

tant items of expenditure not | (Ibid, page tion and opfers will issue
. contemplated when the ori- | 9.) in due course.

ginal estimates were framed,

of whioh the cost can he met

from savings within the grant,

should be brought to the

notice of the Assembly by

. means of a token vote.

8 | That stegs be taken to reduce | Paras. 27-28. | Necessary instructions to
misolasgification of expendi- | (Ibid, page Acocounts Officers have been
ture to a minimum. 12.) issued by the Auditor Gen-

&al.
bk

9 | That a separate Accounts Office | Para. 28. | Chief Commissioner’s estimate
at Peshawar for the N.-W. F. | (Ibid, page of cost of providing build.
Province be estabbshe(z 12,) ings, etc., is beirlg awaited.

10 | That in all cases where the ex- | Paras. 30-33. | It was praposed to formulate
penditure exceeds the amount| (Ibid, pages a scheme of the nature of the
granted by the Assembly, | 13-15.) Civil Contingencies Fund in
though the excess is covered England but owing to legal
by allotment of funds from and technical difficulties the
the reserve, steps should be Government of India could
taken to obtain s grant from not arrive at a satisfactory
the Assembly to cover the solution of the question
exoess, which is therofore still under

_ . oonsideration.

11 | That the suggestion made in | Para. 34, | The question of Lringing these
the Auditor General’s Roport | (Ibid, page Appropriation Roportu into
of Bnquiry into the possibili- | 16.) line with the A. G. C, R.’s is
ty of improving the Indian under consideration.
Appropriation Reports should
be applied also to the Appro- )
priation Reports of the Army,

Railway and Posts and Tele-
graphs Departments.

12 | That it will be possible to give | Para. 34. | Bubject to the modification
effect to the proposals made | (Ibid, page that oases of i rity
in the Auditor Goneral's | 16.) should not be brought before

Report of Enquiry at an early
date,

the P. A. Committee ex parte
but efter the authorities
concerned have boen given
an opportunity of explaining
them, the pmposals have
been aceepted in principle.
The“A. G. C.,R’s newly
oconstituted Audxt and Ap-
¢ propriation Accounts have
been drawn up on the lines
recommended.
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Refetence

light, in order to see whether
there is any defect in syatem.

Recomniendations or obeer- Action taken or proposed
No. vations made by the to ' to be '
Public Accounts Committee. Report. taken on points noticed.

13 Qnestio}whethor grants sanction.| Paras. 35-36. | The main issue haa been settled
ed by the Legislatureshould | (Ibid, pages in & Conference. As, how-
be for gross or net expenditure | 16-17.) ever, this is a question of
in cases where recoveries ocour acoounting, the Auditor
which may be taken in reduo- General proposes to ocon-
tion of expenditure. sult Local Governments

before issue of final orders:

14 | That it is desirable to adhere | Para. 37. | The particulge instance of
ordinarily to the general rule | (Ibid, page irregularity whith gave rise
that receipts should not be | 17.) to this has been set right by
utilised to moet expenditure. the issue of revised orders.

)
15 | That the questions of (a) the | Para. 38. | As regards (a) the views of the
oompetence of the P. A. Com- | (Ibid, pages Govt. of India, which is

mittee to deal with receipts [ 17-18.) * aocepted by the Auditor-
and (b) the treatment of losses General, will be found in
of revenue due to fraud, defal- para. 19 of Resolution No.
cation, etc., as a form of ex- D.-189-A., dated Ist June
penditure be considered care- 1926, (b) is still under
fully by the Govt. of India. oongideration.

18 | That all receipts on account of | Para.  39. | Under existing arrangement
Govt. dues like income-tax | (Ibid, page income-tax is paid direot
should be paid direct into the | 18,) into a Govt. treasury or into
Imperial Bank. the Imperial Bank where

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

17 | That, in order to avoid the risk | Para. 39. | Views of the Departments
of defalcations, fees in respeot | (Ibid, page conocerned on the feasibility
of minor services rendered by | 18.) of the proposal have been
Government, e.g., paasport invited and the Government
fees, which are transmitted of India hope to arrive at &
direct by the oollecting officer decision soon.
to the treagury, should be ‘
collected by means of stamps.

*18 | Introduction of a system of | Paras. 40-41. | The question is at present
internal check on Customs | (Ibid, pages under disoussion with the
receipts, which will ensure an | 18.19,) Auditor General.
efficient scrutiny of the collec-
tion of such dues.

19 | Neoesslty of keeping a watoh on | Para.  42. | Instructions had already been
the facts of frands and em- | (Ibid, pages issued to this effect ; they
bezzlementz, which come to | 19-20.) have - been ' reiterated in

para. 28 of the above Reso-
Iution.

LOFmD



Recommendatiota or obser-

Action taken or pwpoeed

Reference
No. vations made by the to : to be
Public Accounts Committee. Report. taken on points noticed.
r

20 | That the fact that an officer has | Para. 43. | The question is under con-
retired between the date of | (Ibid, page gideration.
cdmmitting an  irregularity | 20.)
and the date of the discovery
i8 not by itself a sufficient
justification for not taking
any disciplinary action at all
in the matter.

21 | That provision of lump sums in | Pars. 45. | Thg Government of India
the estimates is & thing un- | (Ibid, pages | propose to issue suitable
desirable in itself and should | 20-21.) instructions to all autho-
be resorted to only in really rities responsible for the
exceptional ciroumstances. initial  preparation of

. budget eatimates.

22 | That no provision should be | Para. 46. | Same remarks a8 against item
made in future in the budgets | (Ibid, page 21.
for any appointments which | 21.)
it has been decided to keep in
abeyance.

23 | That the Government of India | Para. 48. | The officer having retired from
will expreas their disapproval | (Ibid, page service, it is not proposed
of the irregularity committed | 22.) to take the action suggested.
by an officer in respect of the
purchase of s motor car—
referred to in paragraph 3 (i)
of the A. G. C. R.’s Aundit .
Report for 1923-24.

24 | That rules should be framed | Para. 49. | Steps are being taken to give
providing that unusual con- | (Ibid, page effeot to the proposal
ditions in new contracts or | 22.)
material variations in ocon-
tracts alrcady made, should
not be accepted without the
consent of the Finance De-
partment.

25 | That detuls of sums allotted for | Para. 51, | The Auditor General has been
the P, W. ent out of | (Ibid requested to fsue necessary
the rewrve at their 28.) instructions.
should be given in the Appro-

priation Report.
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Recommendations or obser- Reference Actlon taken or proposed to
Nos. vations made by the to to be
Public Accounts Committee. Report. taken on points notioed.
~

26 | That allotments from the re- | Para. 51. | As rogards regrant of lapses in-
sorve should not be made ex- | (Ibid, page structions were issued in De-
cept to cover lapses in grants | 23.) part ment of I.and L. (P. W.
in the previous year and for Branch) letter No. A.C.W..
unforeseen works and that no 27, dated 2lst February
“allotment should be made on 1925. The further sugges-
account of establishments, tion of the Committee has
ete. been accepted by the Gov-

ernment of India and em-

phasised in paragraph 28 of

° the Resolution quoted above.
)

27 | Question of improving the pro- | Para. 52. | The question is under investi-
cedure for perventing tech- | (Ibid,  page gation,
nical oxcesses over grants | 23.) ¢
caused by the difficulty of
estimating the percentage .
for eastablishment and tools
and plant in the case of works
expenditure.

28 | That the estimates in connec- | Para. 54. | A procedure is laid down in
tion with the grant for re- | (Ibid, page paragraph 20 of the above
funds should bo more care- | 23.) Resolution and brought to
fully prepared. the notice of all officers

concerned.

29 | That such major works only as | Para. 55. | The suggestion will be acted
have been specifically ap- | (Ibid, pages on in future but it will
proved on detailed estimates | 23.-24.) occasionally be  necessary
should be included in  the to provide for really urgent
budget for capital expendi- works the need for which
ture and that the present could not be forescen. As
system of control over expen- regards control of expendi-
diture should be improved. ture, the matter is engaging

the careful attention of the

. D. G. and the F. A,, Posts

and Telegraphs.

80 | That the necessity for every | Para .3 .. | The Government of India
efforf to secure important | (Ibid, page have accepted in principle
economies in the working ex- | 24. most of the recommenda-

penses of the P. and T.
Departmoent will continue to
be borne ir: mind. -

tions of the Ryan Committee
which, when given effect
to, wil achieve this end.




Recommendations or obser-

the Report of Enquiry and
accepted by the Government
of Tndia.

."Reference .| Action taken or proposed to
Noes. vations made by the to : ... ¥0 be
Public Accounts Committee, Report, taken on peints noticed.

31 | That the question of charging | Pare. 58 .. | The D. G. oonsﬁers that the
fees for services rendered by | (Ibid, page amount of fees recovered
radio offices to other Depart- | 24.) will be -relatively insignifi-
ments and to shipping be cant and will have no
carefully considered. appreciable effect on the

profit or loss on running

. these wireless stations.

No ochange in the existing

o system is therefore ocon-
e ! . templated.

32 | That the adequacy of the | Para 60, .. | As regards the amount, the
amount of security taken from (Ihid, page Dg G. is of opinion that any
the P. and 7. officials and | 25.) ¢ general enhancement will
the question of obtaining affect  adversely the re-
certificates regarding  the cruitment for the Depart-
existence and solvency of ment. The othér sugges-
these  sureties frome some tion was put to the Local
competent authority other Governments by the D. G.
than the  official himself .but they are opposed to
should be carefully oconsider- throwing this task on their
ed. officers. The D. G. is,

however, considering the
possibility of having these
sureties verified by officers
of the Department,

33 | Irregularities in regard to the | Para. 61 .. | A separate Memorandum on
payment by the D. G., Posts' | (/bid, page | this question is being
and Telegraphs to. contrac- | 25.) submitted to the P. A,
tora for conveyanoe of mails. Committee.

34 | Enquiry as to whether the | Para.62 .. | The Railway Board have
economies effected on the | (Ibid, page decided to employ for this
G. I. P. Railway do not | 26.) purpose the services of the
suggest possibilities  of same  officer, who gave
further economies on the asgistance to the Agent of
other State Railways. the G. L. P. Railway.

35 | Question of modifying the |Para.64 ,. |It is hoped that the queation
exmtmg rules regarding the | (Idid, page will be settled in consulta-
pricing of Railway stores | 26.) tion with the Auditor Gene~
with a view to bringing them ral at an, early date. :
into close acqord with cur-
rent market rates,

36 | That the MJhtury " Appropri- | Para..668 The Auditor General is con-

" ation Report be reconsti- (Ibul page sidering the proposal in
tuted on the lines of the . consultation with the F. A,
recommendations made in «M.F.




X 0 . ion. . or; to
Nou | o SNatit n M’?ﬁ: *‘"%2'“’" oo | Aetimshan o peooned.
Public Accounts Committee. Report. taken on points notioed.
\

37 | That the system of ocost- | Para.87 .. | The Report of the , Army
accounting should be placed | (Ibid, page Accounts Committee that
on a simple and intelligible | 27.) enquired into the subjeot
basis which will provide an has been published but has
effective check on the pur- not yet been dealt with.
chase, stooking and consump-
tion of Military storgs.

» ®

38 | Necessity of watching the | Para. 68 .. | The system has recently been
progress of expenditure and | (Ibid, page improved and it is expect-
of co-ordinatingthe estimat- | 27.) ed that the arrangements
ing work so as to®minimise now in force and those
the-danger of wrong estima- likely to be introduced will
tion. have the desired effect.

.
39 | That such stéps should be | Para. 69 The Military Accounts De-

taken as will place Army ex-
penditure on the most eoono-
mic and efficient footing in
the interests of the tax-

payer.

(Ibid, page
27.)

partment was, considerably
disorganised by the post-
war  oonditions. By the
return of normal ocondi-
tions there will, it is hoped,
be ‘more attention paid to

e compliance with rules on
the part of the executive
and to greater efficiency in
that Department.

16
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APPENDIX II.
Statement comparing expenditure with grants for 1924-25.

EXPENDITURE COMPARED
WITH GRANT
Number and name of Grant. Grant. Expenditure, [ 7 T T
. Leas More
than than
granted. granted.
A.—EXPENDITURE CHARGED TO REVENUE. Ras. Rs. Rs. Rs.
' Voted .. 72,37,000 66,07,311 6,29,680 ..
1. Customs .. AN {
. . Non-voted .. 9,064,405 9,560,895 13,610
Voted .. 61,32,000 56,91,566 4,40,434 ey
2. Taxes on Income .. .
Non-voted .. 3,327,871 v 267,172 70,699
Voted .. | 1,06,55000 89,560,282 | 17,04,718
3. Salt .- ,
Non-voted . . 37,43,825 37,26,894 16,931
Voted .. 2,38,64,000 2,34,14,347 4,49,853
4. Opium .
Non-voted . . 96,000 92,807 3,193
Voted .. 1,000 .. 1,000
6. Land Revenue .
Non-voted .. 17,000 1,363 15,637
Voted .. 4,000 4,000
6. Excise .. .
Non-voted .. 5,000 869 4,441
Voted .. 12,19,000 8,41,191 3,77,800
7. Stamps ..
Non-voteq .. 3,225 2,368 8567
Voted .. 7.79,900 6,067,920 1,11,980 |,
8. Forest ..
Non-voted . . 4,0Z,825 3,95,006 12,819 ..
9. Railways (inclusive of [ Voted .. 67,46,30,000 64,38,89,913 | 3,07,70,087 e
working expenses and
payment of surplus
profit to Railway Com-
panies). Non-voted . . 25,28,10,000 24,38,91,151 89,18,849 ..
Voted . 18,02,000 16,23,866 1,78,134
10. Irrigation, Navigation,
ete. Non-voted . . 1,72,000 1,30,115 41,885
Voted .. 8,27,63,000 8,41,81,802 .. 14,28,692
11, Indian Posts and Tele-
graphs Department. Non-voled .. 86,165,000 81,09,903 5,05,097
. 4
12. Indo-Euro Tele. Voted .. 34,47,000 130,07,429 4,39,571 ..
graph Department. 1 . ied .. 5,60,000 4,63,487 86513 | ..




n
! . ExPENDITURE COMPARED
, WITH GRANT
Number and name of Grant. Grant. Expenditure. :
o Less More
than~ than
- granted. | granted.
Ras. Rs, R, Res,
13. Interest on ordinary Voted .. 21,086,000 19,086,543 1,009,457 .
Debt and Reduction or )
Avoidance of Debt, Non-voted .. 14,26,40,000 | 14,87,22,619 ,60,82,619
: Voted 3,62,92,000 | 3,60,75,015 [  2,16,985 o> -
14. Interest on Miscellane-
ous Obligations. Non-voted .. 1,16,000 1,08,276 9,725 ..
®
°
Voted 72,90,000 66,62,410 6,27,600 -
15. General Administration ‘
Non-voted .. 37,083,439 35,87,724 1,156,716 o~
Voted .. 76,45,000 70,04,295 6,40,706 -
168, Audit . .
Non-voted .. 6,26,730 6,78,260 48,470 -
Voted . 46,000 44,807 1,108 -
17. Administration of Jus-
tice. Non-voted .. 49,007 24,404 24,603 -
Voted .. 5,000 750 4,241 -
18, Jails and Convict Set-
tlementa. Non-voted . . 15,000 12,181 2,819 "
Voted .. 2,41,000 2,29,768 11,282 .
19. Polige .
Non-voted .. 8,92,699 8,24,626 68,073 .
Voted 12,94,000 12,24,725 69,275 .
20. Portsand Pilotage ..
Non-voted .. 11,84,000 11,456,350 38,650 e
. (Voted .. 23,48,000 24,61,327 1,14,327
, 21. Burvey of India .
. Non-voted .. 7,69,000 7,21,529 47,471
"Voted .. 8,35,000 8,18,292 16,708 .
22. Meteorology ..
Non-voted . . 61,000 49,233 1,767
[ Voted . 2,20,000 1,62,894 57,106 .
28. GeologicalBurvey ..
Now-voted . . 4,10,000 2,985,645 1,14,465 .
Voted . 6,41,000 3,64,960 2,768,040 .
24. Botanioal Burvey ..
Non-voted .. 21,000 19,982 1,018 e




EXPERDITURE COM-
PARED WITH GRANT

Number and name of Gzans. Grant. Expenditure. - - -
: Less More
than than
gun't:d» granted.
(Voted .. 1,47,000 1,41,218 5,782 .
25. Zoologioal Survey ..
e L Non-voted .. 5,250 4,914 336
, (Voted .. 12,209,000 12,86,702 .
26. Archwblogy .. .
Non-voled .. 1,09,000 « 96,537 22,663 57,702
" Voted .. 1,40,000 1,26,650. 13,369
27, Mines . . : |
 Non-rotesd .. 91,920 90,328 1,592
: { Voted 8,36,000 4,317,840 98,160 ..
28. Other Scientific Depart- '
_ments, : | Non-voted .. - 89,000 1,29,099 40,099
Voted .. 3,81,000 3,82,546 1,64¢
29. Education - .
Non-voted ., 38,210 32,851 5,669 .
- Voted 7.79,000 7,20,552 58,448
80. Medical SBervices .. -
- Non-voted .. 4,03,767 3,23,726 80,041
Votod .. 9,55,000 8,682,402 72,598
31. Pablic Health ..
Non-voted ... 1,862,286 1,62,843 19,443
Voted .. 10,18,000 16,99,413 2,18,587
32. Agriculture .. .. {
Non-voled . . 2,77,603 2,47,369 30,234
Voted 6,45,000 6,568,306 13,38
33. Civil Veterinary Bet{ 5 . s
vioes. Non-voted .. 77,085 73,635 3,430
Voted .. 25,23,000 25,11,894 11,306
84, Industries {
Non-voted . . 36,19,636 36,80,366 39,171 o
. Voted .. 10,000 17,663 1,437 .
85. Aviation ..
Non-voted .. 2,600 1,887 643 .
Voted .. 2,72,000 2,685,828 6,172
86. Commercial Intelli- ’ .
gence. L Non-voted .. 28,000 31,187 . 3,15y
-
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' B £
e . ExPENDITURY "OMPARED
WITH GRANT
Number and name of Grant. - Grant. Expenditure. « | .
Less More
than » than
< granted. grauted.
Ra. Rs. Ra. Rs.
Voted . 1,000 3,330 * 2,330
87. Census .
Non-voled . . . e -» g
Voted . 57.000 46,190 10,810
38-A. Emigration—Inter- < ®»
nal. Non-gted . . 6,600 6,600
“Voted 99,000 091,785 7,215
'38-B. Emigration-- Exter. '
nal, Non-voted . . 25,300 25,986 686
Voted 1,32,000 1,33,483 1,483
. 89. Joint Btock Companies ]
Non-voted .. y
(Voted . 14,47,000 12,03,915 2,43,085
40. Miscellaneous Depart-
ments. Non-voted . . 2,30,280 2,34,636 4,256
Voted . 37,58,000 . 33,78,204 3,79,706
41. Currency .. .
Von-voted . . 1,54,611 1,28,589 26,022
Voted .. 13,983,000 12,60,340 1,32,660
42. Mint e
Non-voted .. 1,25,650 1,07,508 18,142 .
. Voted .. 1,39,69,000 1,18,81,315 20,87,686 .
43. Givil Works ..
Non-voled .. 68,77,860 58,41,660 10,36,300
Voted .. 14,000 14,000
44. Famine Relief ..
Non-voted .. .
Voted 33,00,000 35,63,167 2,63,167
.45. Superannuation Allow- 1 -
+ anoces and Pensions. Non-voted .. 2,56,30,940 2,40,41,668 | 14,89,377
Voted 48,38,000 32,88,601 15,49,399 ..
46. Stationery and Print-
ing. - Non-voted .. 1,10,900. 1,04,480 6,430
Voted 48,22,000 17,18,761 | 31,068,239
47. MiscellaneBus e .
Non-voled .. 29,37,128 29,60,529 23,401
Ll
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. t EXPENDITURE COMPARBD
wITH GRANT.
Numberand nsme of Grant. Grant. Expenditure. - "
) Less More
- than than
gn’}od. granted.
' (Voted .. 22,65,000 13,7844 | 886,856 ] ..
48. Adjustment with Pro-
vinf:iul Governments, Non-voted .. 36,95,700 36,965,981 281
Voted 94,83,000 96,64,5648 1,81,048
<. ‘% Refund e e
Non-voted .. 4,36,40,000 3,85,60,941 50,89,059
Voted 1,09,38,000 1,05,6e,034 4,356,060
50. North-West  Frontier ¢
Province. Non-voted .. 1,18,61,868 1,15,61,669 3,10.1?9
Voted . 26,25,000 217,685,733 1,40,738
61. Baluchistan . . '
Non-voted .. 47,49,900 46,00,421 1,49,479
Voted . 31,62,000 29,46,626 2,056,874 e
82. Delhi ..
Non-voted . . 5,10,749 3,68,621 1,42,128 ve
Voted .. 14,96,000 12,82,408 2,13,502 | ..
83. Ajmer-Merwara .. .
Non-voted .. 1,36,000 1,40,365, 5,886
Voted 39,62,000 34,97,838 2,64,162 |
54. Andamans and Nicobar
Islange. Non-voted .. 1,67,001 1,76,127 9,126
Voted .. 4,74,000 4,50,070 23,930
55. Rajputana .. ..
Non-voted . . 10,11,360 9,68,963 42,407
Voted .. 0,83,000 6,59,739 23,261 '
56. Central India ..
Non-voted .. 7,83,910 7,60,366 23,555
Voted .. 2,08,000 1,76,889 31,111
57. Hyderabad .. ..
Non-voted . 3,79,400 3,648,613 20,787
88. Expenditure in England (Voted 25,20,000 23,84,704 1,35,2068 ..
under the control of \
the Secretary of State | Non-voled .. 8,69,000 8,25,427 43,673
for India.
§9. Expenditarein Eng- [ Voted 47,39,000 38,74,411 8,064,689
land under the control
of High Commisaioner | Non-voted .. 32,16,000 27,868,514 4,29,486
for Indis. . .
Eoclesiastical " 30,60,133 28,567,808 2,02,330
Political 1,81,29,118 1,69,02,304 12,26,808 .e




ExpeNpIrTURE COMPARED

. WITH GRANT.
Nuﬁﬁcr and name of Grent. " Grant.” Expenditure, | s
then than
o granted. . | granted.
“
Rs. Rs. Rs. Ras.
Territorial and Political Pensions .. 30,657,884 20,16,514 1,41,370 .
Extraordinary Payments .. . 1,01,635 1,01,686
Bangalore .o . .. 23,563,918 22,70,172 83,746 .
Armmy .. . . 67,22,86,377 54,68,05,695 | *2,54,79,782 .
Marine .. . P 87,72,000 74,10,717 13,61,283 .e
Military Works .. . ® . 4,38,37,339 4,25,86,080 12,62,268
Total {Vobd .. 95,72,35,000 91,11,10,430 | 4,88,29,398 | 22,03,923
[0 .o .o . *
Non-voted .. | 1,18,16,39,084 | 1,13,89,68,886 | 4,89,40,822 | 62,70,624
B.—EXPENDITURE OBARGED TO CAPITAL.
Voted .. 29,97,61,000 13,41,83,047 |16,55,77,953
60. Railways ..
Non-voted .. 4,09,000 4,15,309 6,309
60-A. Irrigation . 15,000 " 95,808 80,898
61. Capital Outlay on Telegraphs 1,73,95,000 1,17,55,881 56,389,119
. Voted 1,42,07,000 1,37,98,125 4,98,875
62. Delhi Capital outlay ..
Non-voted .. 4,15,000 | » 4,20,743 5,743
. Total Voted 83,14,68,000 15,98,32,951 | 17,17,15,047 80,898
0
Non-voted . . 8,24,000 8,36,052 12,052
—D1sBURSEMENT OF LOANS AXD AD- |
VANOES.
68. Interest free advances . . 5,90,89,000 5,39,66,924 51,22,076
64. Loans and advanoces bearing Interest 14,15,26,000 | 11,77,37,318 | 2,37,88,682
Total voted 20,086,15,000 17,17,04,242 | 2,89,10,758
Grand Total 2,67,17,81,884 | 2,38,24,52,561 |20,78.96.920 | 85.67,497
¢ ' Voted 1,48,93,18,000 | 1,24,26,47,623 | 24,80,566,098 | 22,84,821
Non.-voted .. | 1,18,24,63,084 | 1,13,98,04,938 | 4,89,40,822 | 62,82,676
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: APPENDIX IIL

Memorandum No. 467-A./1924-Coll.-III, dated the 10th October 1028,
' turnighed by the Director General of Posts and Telegraphs with
reference to paragraph 12 of the Proceedings of the sixth Meeting

of the Public Accounts Committee held on the 12th Apgust 1925.

SuBJECT.—Payment to contractors for conveyance 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 possible since the
tenders received for such contracts are naturally influenced by this important
factor and it therefore sometimes happens that from various causes the mile-
age actually run exceeds the limit, in which circurfistances the contractor is
entitled to payment in addition to the amount of the subsidy in resgect of such
excess. At two centres during the year 1922 the contractual mileage limits

were exceeded owing to alteratians in the timings of mail trains and the extra .

payments that had in consequence to be made to the contractor were being
treated as contingent charges. In August 1922 that audit authorities pointed
out that as these extra payments were of a fixed recurring nature they must
be regarded as increases in the subsidies (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 increases in both subsidies with effect from the 1st Sep-
tember 1922, but in reply he was informed that the Government of India were
not prepared to sanction such increases and he was directed to arrange to
reduce the mileages to within the maximum limits. As a result of special
investigations 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 there 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.

Y
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Memorandurm furnished by the Central Board of Revenue with reference:
to Question Nos: 439—443 in Volume II of tbe Report of the Public
Accounts Committee on the Accounts-of 1923-24. -

Pamgfaph* '3 (2v1) of the Audit Report for 1923-24.—The Bombay Govern- -
ment’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 Salt and Excise on the 2nd March 1923. The sanction was
expressly accorded on the condition that the expenditure involved (Rs. 1,325)
was met from the sanctioned budget for 1922-23. The boat builder was
instructed to take up the construction of the 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 the financial year, although the construction of the boat
had not been completed. oIt was, however, fully expected that the boat would
bhe completed early in April. #The money was paid to the boat builder in two
instalments, one of Rs. 1,000 on the 11th May 1923 and the other of Rs. 325
on the 9th June 1923. The Deputy Commissioner concerned states that

*every care had been taken to guard against any loss to Government, as the
first instalment paid to the boat builder represented the actual value of the
work done by him by that date, and the balance was paid when the boat 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 1922-23 and the
officer therefore, had no otheralternative but to draw the amount before the-

cloge of the year.

Paragraph 3 (zvit) of the Audit Report for 1923-24 —Certain Taluka Officers
of the Salt Department drew money from the Treasury in March 1923 for ex-
penditure on petty constructions and repairs. In 6 out of the 7 cases the
amounts were disbursed in April 1923. 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-
tors. The payments could not be made earlier as the petty contractors con-

* cerned were not present to receive payments. These contractors are not.
tspally present to recgive 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 had been completed before the
15th March 1623, the date 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 question 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 payment, but could not, under the cir-
cumstances explained, be disbursed before the close of the financial year. The
Salt Department is the only department which spends anually large 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 meaterials, etc.,
at igsolated chowkies in salt works surrounded by sea and in the inaccessible
parts of the Lesser Runn of Cutch or the hilly tracts of the Goa Frontier are
great and inpractice it is not always possible to conform strictly to accounts
procedure.
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Memorandum furnished by the Director General, Posts and Teﬁnphl
for the Public Accounts Committee regarding Motor Mail Bervices in
General and the Calcutta Motor Mail Contract with referemce to
p:?o'zglzg,f the Public Accounts Qommittee’s Report on the accounts
o -,

In paragraph 61 of their report on the acecounts for the year 1923-
24 the Public Accounts Committee have guestioned 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 by
the Director General in the course of his evidence before them to put in a
memorandum giving & full explanation of the motor mai] contract at
Calcutta. - '

2. As regards the question of competition for mail contracts the
experience of the department is that for contracts in the larger cities
tenders are received from & 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
cases 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 undertaken with the object of reducing expenses wherever
possible.

3. Turning now to the particular case of the Calcutta motor mail
contract it is understood that the committee has some doubts whether
the cost of running this service under departmental arrangements, pro-
vided certain economies proposed by the Audit Inspecting Officer have
been carried out, would not be less than 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 Caleutta 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 considercd and tenders called for. The cost of working the
.departmental service was stated to be Rs. 2,30,555 during 1921-22 and
Rs. 2,33,757 during 1922-23. This worked out to about 10} annas a
mile but as no tender was received for less than 14 annas a mile the idea
of resorting to-a cotract service was abandoned.

Tenders were again called for in January 1925 and the cost of run-
ning the service departmentally was at the same time recalculated. It
was then fund that the previous figures of cost had omitted certain ae-
counts adjustments and that the true cost during the year 1923-24 amount-
ed to approximately Rs. 2,64,000. Altogether 7 tenders were received and
the offer of Messrs. The Garage, Limited, of Madras was accepted as
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being the most advantageous from the points of view of both efficiency
and economy. .

B A statement is attached to this memorandum showing the com-
parative éosts of running the service departmentally and under the new
contraot. It will be seen that this indicates an annual saving of Rs.
26,000 per annum which will be further increased by Rs., 6,000 per
annum from the Hth to the 10th year of the contract. Moreover the
givihg out of the service to contract saved the department an expendi-
ture of Rs. 22,400 on the purchase of new cars during the year 1925-26.
Tt is thus clear that by entering into this contract the department has
cffected a considerable saving in expenditure as compared with the pre-
vious cost of running the service.

6. The suggestions made by the Audit Inspecting Officer for reducing
w the cast of the service when carried out under departmental arrangements:
were fully investigated but were found to be in most cases impracticable.
Tt has not been possible to estimate with any ageuracy the extent to
which the actual cost to the department of rnning the service eould
eventually have been reduced but in any case the total possible etonomies
could not have amounted to anything like Rs. 26,000 per annum, the
actual saving securoed under the new contract. ’

Comparative Statement of Cost of Working the Motor Mail Service in Calcutia
. Departmentally and under the new Contract.

.

Contraot of working the service departmentally. Cost under thg new contraot.
Cost Cost
per annum. per a;nm
8
Interest on eapital value of vehicles Subsidy to contractor .. 2,004,000*
at 6 per cent .. . 7,588
Depreciaiion on vehicles at 16 per Payments under contract for
oent. .. .. .. 40,478 | cxtra despatches .. .. 4,000
Running expenses of vehicles (petrol, Pay, leave, and pensfon
oil, repairs, etc.) . . 1,15,020 | oharges of reduced staff of
’ mail olerks .. . 30,000

Pay, ote., of drivers.and supervisors 49,277
Pay, leave and pension charges' of

mail clerks .» 38,664 Total ..  2,38,000,
Estimated rental value of ga. Saving per annum ., . 26,022
and capital charges of spe (]

machinery for the vehicles . 13,000

Total e -2,04,022

# Aftor tho first five years of the contract, tho subsidy will be ‘reduced to Rs. 16,600 per
mengom or Ra. 1,98,000 per annum. o i

RN
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APPENDIX VI .

Memorandum No. T.-517, dated 30th July 1826 on the relations between
the Auditor of the Home Accounts and the Auditor General’

Furnished by the latter with reference to para. 7 of the second meeling of
the Public Accounts’ Commaittee held on 27th July.

The Aunditor of the Home Accounts is appointed under Section 27 of
the Government of India Aet. This section eontains no less than 10 sub-
sections of which the more important are: (1), (2), (5) and (7). Sub-
section (1) empowers His Majesty to ‘‘ appoint an auditor of the aceounts
of the Sceretary of State in Council.”” Sub-section (2) requirey that audi-
tor to ¢* examine and audit the accounts of the receipt, expenditure and dis-
posal in the United Ki éx,xdom of all money, stores and property applicable
for the purposes of t et.”” Sub-section (5) reqmrcs the auditor to
bring specially to the notlce of the Secretary of State in Council ‘¢ cases if
any in whicl it appears to him that any money arising out of the revenues
of India has been appropriated to purposes other than those to which they
are applicable.”” Sub-section (7) requires the auditor to ‘“lay all his
reports before both Houses of Parliament.”’

2. 'This provision for an appointment of an Auditor of the Home
Accounts first appeared in the Government of India Aet of 1858, i.¢., in
the first Act which gave the Secretary of State for India full control over
Indian affairs. 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 the
importance which was thus attached to the appointment is evident from sub-
sectiong (D) and (7) which I have quoted, especially (7) which requires all
his reports to be presented to both Houses of Parliament. It is evident
from that provision that the main reason for the appointment was that
there should be an authority who should serutinise on behalf of Parliament
the cxgreise by the Secretary of State in Council of the powers entrusted to
that authiority by the Government of India Act. It will be noted that sub-
section (5) requires the Auditor specially to bring to notice all cases m
which any action of the Secretary of State is ulira vires of the Act.

3. At the time when this appointment was first created the Seeretary
of State in Counecil under sections 2 and 21 of the Act was the supreme autho-
rity in respect of expenditure from the revenues of India. The Secretary

- of State in Council exercised his serutiny over the detailed exercise by
guthorities in India of the powers delegated by him to them through the
scrutiny applied by the Comptroller and Auditor General who was appoint-
ed by the Secretary of State but worked in direct subordination to the
Government of India.

4. At she time ,of the creation of this post of Auditor of the Home
Accounts and in fact up to the date of the passing of the Government of
India Act of 1919 the Auditor obtained no. greater powers under sub-see-
tion (2) than under sub-section (1) inasmuch as all transactions in the
United Kingdom were brought to account in the accounts of the Seeretary
of State in Council, .

LO0FinD
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5. With the appomtment of the Iligh Commissioner, however, under
section 29-A. of the Act the position radically changed. Numerous transac-
tions in the United Kingdom then came under the control of the High Com-
mxmoner and were brought to account in his books. It was decided thaf,
in view of sub-section (2) of section 27, the Auditor of the Home Accounts
must aytomatically become the Auditor of the Accounts of the High Com-
missioner and that is the position at present,

6. It remains to econsider whether the existing arrangements are com-
patible with the constitutional position. All expenditure from the revenues
of India is incurred under the authdrity of the (Glovernment of India Aect.
If such expenditure is regular—

(1) it must be 4niéra wires of the Act,

(2) it must have received the sanction of competent authority;
and ‘ ‘

(3) ‘there must appropriation of funds by competent authority to
meet the expenditure.

7. The Auditor of the Home Accounts is Qpcscmlly required to see that
any order passed by the Secretary of State authorising expgnditure is
julya vires of the Act.

8. As regurds (2) the absolute powers of the Secretary of State prior
to the passing of the Government of India Act of 1919 have now been
limited by the clause ‘‘ subject to the provisions of this Act and rules made
thercunder.”’ Thus, the supreme power of sanctmnmg expendxture is
row divided between the Secretary of State in Council and, in respect of
transferred expenditure, certain authorities in India. The exercise by
the. latter authorities of the powers thus vested in them is serutinised in
detail by the Auditor General in India, while the Auditor of the IIome
Accounts is still in a position to serutinise the exereise by the Secretary
of State in Counecil of the powers remaining with him.

9. As regards (3), however, the position has been radically changed -
by the passing of the Government of India Act of 1919. Prior to that
date, the Secretary of State was the ultimate authority in respect of appro-
priation of funds. The Government of India Act of 1919, however, en-
trusted very large powers of voting funds to the Indian leglslatures

. dThe total cxmndxture incurred by the Secretary of State is met from.
unds—

(1) granted by the Home Government, '
(2) voted by the Legislative Assembly, and
(3) allotted by: the Government of India.

It i« essential, therefore, having regard to the constitutional position, that
the 1eports of the Auditor of the Home Accounts on the accounts of the
Seerctary of State for India should be submitted to the Legislative Assembly
and 1o the Council of State as well as to both Houses of Parliament and T
submit that in due course section 27 of the Government of India Act should
be amended so as to provide for such submission. . .

10. I submit that the appointment of an independent authority such
as the Auditor of the Home Accounts to audit the accounts of the High
Commissioner for India is incompatible with the constitutional relations

between the High Commissioner and the Government of India. This can
L}
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best be proved I think by reference to sub-section (7) of section 27 of the
the Act which requires the auditor to ‘‘ lay all his reports before both
" Ilouses of Parliament.”” The High Commisioner for India is in direct sub<
ordination to the Government of India and it surely cannot be mnecessary
for the reports of the Auditor of the Home Accounts upon the accounts of
the lligh Commissioner to be submitted to both Houses of Parliament !

11. The High Commissioner for India acts under the direet instyue-
tivns of the Government of India. His financial transactions, which have
to come under the scrutiny of the Auditor of the Home Accounts, are
governed entirely by orders of the Government of India and by such com-
pilations of orders as the Civil Service Regulations and the Fundamental
Rules. Many of these rules and orders have to be followed by subordinate
authorities in India as well as by the High Commissioner. The transac-
tions of the authorities in India come under my audit and,it is essential
that the authority responsible for the audit of the accounts of the High
Commissioner for India and the authority responsible for the audir of
similar transactions in $ndja should interpret these rules and orders in the
sume way. Thus, there is specific provision both in the Civil Service Kega-
Jations and in the Fundamental Rules that the final authority for the inter-
pretation of those rules is the Government of India. That authority in
practice is always exercised in direet consultation with me and interpre-
tations of those rules are issued by me as ‘‘ Audit Instruetions.”’

1%, Again, under sub-section (1) of section 27 of the Government of
India Aet, the Auditor’s assistants are specified in the Warrant of Appoint-
ment of the Auditor. This provision in practice vests in the Secretary of
State the power of appointing the Aunditor’s assistants both gazetted and
non-gazetted. As they are appointed under statute their pay is non-voted.
"The staff working under the Auditor (General in India is sanctioned by the
Gouvernment of India and a greater portion of the funds to meet the ex-
penditare on that staff is provided by the vote of the Legislature, There
seent” no reason why the staff employed on the audit of the transactions of
the lligh Commissioner should not be sanctioned by the Government of
India and why funds should not be voted by the Legislature to meet the
expeuditure on that staff.

13. I submit, therefore, that in due course section 27 of the Act should
hi- s0 amended as not to give the Auditor of the accounts of the Secretyry
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
‘England who will be entrusted with the audit of the acecounts of the High
Conunissioner shall act in due subordination to the Auditor General in
Iadia. Whether the Auditor of the Home Accounts should be asked to

" act in that capgeity on behalf of the Auditor Gencral in India is a ques-
tior: which can remain open for discussion until the Aect is so amended as
to raise that question.

14. I should state that the present Auditor has met in practice all the
more important of the difficulties pointed out above. He submits to the
Governmertt of India copies of all his reports. Those reports are submitted
to the Legislature and are scrutinised by the Public. Aecounts” (ommittee.
ITe does consult me as to the interpretation of rules which havs to be applied
both in the office of the High Commissioner and in offices in India.
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APPENDIX VIL

Memorandum dated 9th December 1925 furnished by the Financial Secre.
tary on Expenditure Oontrol, for the mse of Oontrolling Officers
gerved by Pay and Accounts Offices. °

One of the principal objects of the experimental institution of pay
and’ accounts offices is to place controlling officers in a position to exercise
that control over their expenditure which, under the reformed constitution,
is demanded from the officers responsible for the administration of grants
voted by the Legislature.

* 9. Tt is desirable to form a clear idea of the gemeral nature of the
expenditure control which is expected from a controlling officer by the
Government of India and the Public Acceunts Committee. The first and
most -important requirement is that the total expenditure should be kept
within the amount of the total grant ; and that, m case an excess is un-
avoidable, a supplementary grant should be obfained betimes to, cover it.
It must be remembered, however, that the Public Accounts Committee
regards an unnecessary application for an additional grant as & sin only
a little less heinous than that of exceeding a grant ; and an application
should not be made, except in the case of funds required for an entirely
new service which must in any case be brought to the notice of the Legis-
lature, uxtil it is reasonably certain that no spare funds are available
within the grant. The test of a new service for the purpose of the above
exception should ordinarily be the question whether the Legislature has:
in the past voted funds for similar expenditure. In certain cases ependi-
ture on a recognised service may, however, be of suffi¢ient importance to
Jjustify classification as a new service ; as, for example, the construction
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 controlling
officer is to see that none of the appropriations voted by the Legislature
under the various units of appropriation within the grant is exceeded
unless additional funds have been provided by competent authority! The
ordinary procedure, when the probability of an excess over the amount at
the disposal of a subordinate disbursing officer under a particular detailed
head becomes apparent, should be somewhat as follows :—

(a) The first step is to examine the 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. Since
appropriation audit will be conducted against totals of
units, there is here no question of re-appropriation in the
technical sense of the term. The process amounts to nothing
more than a re-distribution, which the controlling officer can

" ordinarily effect without reference to other authosity.

(b) Should such a re-distribution be fournd 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 probable savings and effecting

N a re-distribution or re-appropriation,®as the case may be.
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(c) If provision of funds from within the unit of appropriation
concerned ptroves to be impraecticable, «it will next be -con-
sidered whether a re-appropriation from another unit within
the grant is feasible. ' o

(d) Except, as already indicated, in the casc of provision of- funds
for an entirely new service of sufficient importance io require
reference to the Legislature, it is not until the expedients

# suggested in clauses (@), (b) and (¢) of this paragraph ‘are
proved to be imposeible that the controlling officer will apply,
through the usual channel, to the administrative department
of the Government of India for a supplementary demand to
increase the grant at his disposal,

i

4. The duties of a controlling officer in relation to the regulation of
expenditure against appropriations have been discussed in.the, two fore-
going paragraphs. Iis responsibilities do not, however, end here, He
is required to see, gene‘ally, that the grant at his disposal is expended in
the best interests of the tax-payer and upon the objects for which it was
voted by the Legislature or provided by the Government of India, as the
case may be. In particular, he is responsible for the observance of all
relevant financial rules and regulations both by his own office and by dis-
bursing officers subordinate to him. Ife must ensure, for example, that
expenditure is not incurred without proper sanction ; that funds are allotted
to subordinate officers in sufficient time to permit of their economical dis-
bursement during the finanecial year ; and that money is not wasied at ihe
end of the year by hurried expenditure designed to prevent the lapse of
grants, * In short, the controlling officer is expected to assume before the
Public Accounts Committee, if necessary, complete responsibility for the
expenditure from his grant, and te explain and justify any pariiealar
instance in which his outlay does not conform to thap which contemplated
by the sanctioned budget estimates. '

5. Under the ordinary accounting system of India, control of the
Jesired kind is very diffieult. In order to exercise it, the controlling officer
requires to ‘be in close touch with the progress of his expenditure, as
recorded in the accounts. The accounts are, however, kept by an usually
distant Accountant General, whose returns reach the controlling officer
many weeks after the incurring of the expenditure which they reeord.
Another drawback of the ordinary system is that expert finaneial advice
cannot as a rule be quickly obtained by the controlling officer. It is
largely in order to remove -thewe defects that the pay and accounts offices
have been instituted.

6. In the case of a large departmont, which enjoys the full-time ser-
vices of a pay and accounts officer, the defects are automatically removed.
The accounts are. kept, in many instances, under the same roof which
eovers the office of the head of the department, and. in any case, in close
proximity to it. The controlling officer is thus in ‘a position’ to know,
practically from day to day, fhe progress of expenditure from his grant
under the ¥arious minor and detailed heads. and to secure, at the shortest
of notice, any informatiom which is derivable from the accounts. Further
he has at his elbow, in the person of the pay and accounts officer, a finan-
cial adviser who is an expert in all rules and orders bearing upon expendi-
ture and acqounts and can he consulted before any financial commitment
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is incurred. Finally, although the pay and accounts officer is ultimat_ely
responsible to the Finanece Department, -the departmental controlling
officer is empowered, in cases which he comsiders to be cases of urgency,
to impose his orders upon him in any matter of accounts or expendxt}u'e
relating to his grant. Where these conditions exist, the controlling
officer is fully equipped with the means of exercising complete control over
his expenditure. .

7. In an ideal system, every officer ultimately responsible for the
administration of a grant or part of a grant would be provided with his
own pay and accounts officer and would be in the position outlined in the
foregoing paragraph. Grants, and parts of grants separately ad-
mihistered, are, however, very numerous and many of them are very small.
It would be a costly measure to provide the officer administering each of
them with*a Separate accounts office of his own ; and, for the present at
any rate, it has been considered necessary to try the experiment of estah-
lishing combined pay and accounts offices to hamdle the accounts of u
number of smaller departments, Even with fhis system, wherg the pay
and accounts office is located in the same place as the head-quarters of the
departmental controlling officer, the latter is still to all intents and pur-
poses. in the desired position. His accounts are still readily acecessible
to him and the advice of the pay and accounts officer is available, even if
that officer is not entirely at his beck and call. The position is not guite
so favourable in the case of the comparatively few departments which are
served by a pay and accounts office situated at a considerable distance,
where actual scrutiny of original accounts and verbal consultation with the
officer responsible for their maintenance is out of the question. Control-
ling officers of such departments must rely upon the copies of their compiled
accounts which are gent to them by the pay and accounts officer and which
usually reach them foon after the middle of the month following that in
which the expenditure concerned was incurred ; while they are not in a
position to take financial advice in any matter which is too urgent to admit
of the delay entailed by procedure by correspondence. The punctual
Jeceipt of their accounts places them, however, in a far better position as
regards expenditure control than they have ever occupied in the past.
Moreover, as will he shown in a later paragraph, the pay and accounts
officer will afford them material assistance in exercising their control. In
the circumstances, it is thought that even those controlling officers who ard
served by accounts offices located at a considerable distance from them
should be in a position to exercise an adequate control over the expendi-
ture from their grants.

8. Before discussing the relations between the pay and accounts officey
and the controlling officer for whose accounts he is responsible, it is desir-
able to form a clear conception of the duties and functions of the pay and
accounts officer. He is primarily answerable to the Finance Department,
by which he is appointed, transferred and econtrolled. He is, however,
deputed to his present post in order to asgt the controlling officer whose
accounts he keeps. On behalf of that authority, he derutinises all claims
to money, subjecting them to all the checks vordinarily applied in the
Accountant General’s office. In the case of a few exceptional classes of
bills, this scrutiny is exercised after they have been paid, as in the Account-
ant General’s office. 1n the great majority of cases, the pay and accounts
officer scrutinises the claims before they are met'and, if he finds them to
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be in order, himself pays them by cheque. He then brings all sums dis-
bursed finally to account. It is, of course, his duty to test all claims by
reference to the relevant rules and regulations, and to reject any which
he considers to be inadmissible, whether for want of appropriation, for
want of sanction or on account of any other irregularity. It cannot be
too strongly emphasised that, in so functioning, he is securing the interests
of the controlling officer. If the latter is to be held responsible for the
expenditure from his grant, he cannot but wecolme the interposition of an
expert authority who will test on his behalf the admissibility of claims
before they are honoured. Moreover, it is recognised that, if the con-
trolling officer is to be responsible for his own expenditure, he must be
master in his own house ; and he is therefore armed with power, in respect
of the expenditure for which he is responsible, to issue written orders to
the pay and accounts officer in arly case where he does not accept the latter’s
opinion. The pay and accounts officer is bound to obey suth orders when -
received ; but, as a safeguard against abuse, provision is made that the
papers of the case showld at once be shewn to the officer in charge of the
separate audit establishment, 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 convineced of its inaccuracy or definitely over-
ruled by orders in writing. He is, however, instrueted to adopt always
the attitude of an entirely friendly eritic towards the departments which
he serves and, while using his expert knowledge to save the vontrolling
officer from exceeding his financial powers or committing other irregu-
larities, to avoid unnecessary objections and to assist his departmental
chief to devise legitimate means of effecting legitimate objects.

9. It will be obvious from the foregoing paragraph that, in practically
every aspect of expenditure control, the initial action will fall to be taken
by the pay and accounts officer. He is in a position to watch, practically
from day to day, the progress of the expenditure of the various spending
officers against the allotments at their disposal ; and he is required, as
soon as an excess over an allotment becomes probable, to inform the
authority concerned and to suggest the steps which are necessary in order
to provide additional funds. If a reference to a subordinate disbursing
officer is sufficient to meet the requirements of the case, he will ordinarily
‘refrain from troubling the controlling officer ; but he will meet the wishes
of the controlling officer if the latter desires that a report should be made
to him in any particular class of case. He is specially instructed 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
immediately to the notice of the head of the department and of the sub-
ordinate officer, if any, who is competent to regularise matters. Serutiny
80 exercised during the month of December is of particular importance, as
that is the latest month in which, requests may be submitted for supple-
mentary demands. -In the following three months, the effort of the }:ay
and accounts officer will be concentrated on the prevention of excesses over
appropriation. Again, tBe pay and accounts officer is in a position to
detect, when they first arise, the majority of the irregularities which form
the subject of paragraph 4 of this note, and can frequently 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 pay and accounts officer, this does not re-
lease the controlling officer from his own responsibility in the matter. He
may take every advantage of the vigilance of the pay and accounts officer,
but he himself receives copies of his accoupts and is expected to draw his
own deductions from them. It must be remembered that control of expen-
diture aguinst appropriation cannot safely be based upon accounts figures
only. In order to maintain a proper control, it is necessary to know, not
only what has been spent from s grant, but also what commitments and
labilities have been and will be incurred against it. This is particularly
desirable in relation to outlay upon important non-recurring objects, such
as grants and contributions or supplies and services of various kinds. The
pay and accounts officer will, as a general rule, have little or no information
concerning such commitments, whether incurred by the controlling officer
hiniself or by officers subordinate to him, and it is essential that the con-
trolling officer should make his own arrangements to keep himself fully
> acquainted swith them. - He must bear them in mind, not only when con-
sidering proposals for re-distribution or re-appropriation of funds, but also
when serutinising the monthly accounts presented ®o him by the pay and
accounts officer. If he examines the accounts of §xpenditure with reference
to commitments, he may often detect a probable excess before this has
attracted the notice of the pay and accounts officer. ITe can then, in con-
sultation with the latter officer, take timely steps to set matters right.

11. As regards irrvegularities in the financial proceedings of sub-
ordinate officers, the controlling officer is not ordinarily in a position to
detect these and must rely upon the scrutiny exercised on his behalf by
the pay and acecounts officer. He must, however, remember that he him-
self, as the authority which will answer for the expenditure, is keenly
interested in the prevention of irregularities. It is therefore most desir-
able that he should identify the pay and accounts officer, to the greatest
possible extent, with his own departmental organisation; and thus add the
greatest possible weight to communications addressed from the accounts
offices to subordinate authorities. Complete identification of this kind
will, of course, not be possible except where the pay and accounts officer
serves a single department. In other cases, it is suggested that control-
ling officers should always be prepared to issue to officers under their
control general or special orders proposed by the accounts officer in'order
to prevent errors and irregularities. The Accountant General has, in the
past, been too often regarded as a distant and hostile critic, whose deei-
sions and orders should, so far as may be, be questioned and ignored ; and
there is a danger that the pay and accounts officer may drift into the
same position. This cannot happen if the pay and accounts officer is
largely identified with the staff of the controlling officer. An order of the
latter will be accepted by subordinate authorities in a very different spirig
from that of an Accountant General ; and his timely intervention will be
amply rewarded if it operates to establish among his officers a tradition of
submitting legitimate claims in a regular manner, Tt is further suggested
that controlling officers should not lose sight of the desirability of suitable
disciplinary action in extreme cascs. Where gross carelessness, perhaps
bordering on dishonesty, or continued and obstinate neglect of rules and
orders is cncountered, an exemplary punishment, the details of which can
he communicated to other officers, will produce far more effect than a multi-
tude of circulars and warnings. A system of indiscriminate punishment
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‘has little to commend it ; but the proved certainty that the controlling

officer will mot hesitate to fake severe disciplinary action when the eir-
cumstances egll for it must be a valuable factor in establishing within a
department that spirit of responsibility which is so greatly to be desired.

12. There will, of course, necessarily be some slight division of
financial responsibility between a ‘controlling officer and his puy and
accounts officer. The former will remain primarily responsible for all
expenditure from the grant or grants at his disposal ; but there: will be
certain cases in which he will be entitled to pass on the whole or part of
the responsibility to the pay and accounts officer. The latter must, for
example, except where he has been definitely over-ruled by the control-
ling officer, retain entire responsibility 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 always challenge the accuracy of any particular gntry and,
in the last resort, may, if he is prepared to face an immediate challenge
by audit, require the pag and accounts officer to correct it. In the matter
of sanctions to expenditurep the primary responsibility rests with the con-
‘trolling officer. All sanctions are accorded by himself or by executive
authorities subordinate to him, and he must always answer for the acts of
his subordinates, 1f 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 can be shewn that the latter was consulted before the sanction was
given and that his advice was followed ; though the pay and accounts officer
ean be independently held to account for failure to deteet an impropriety.
Much the same is the case with bills, which are, in effect, claims to receive
money. Here again, the claims are submitted by executive authorities
and the responsibility for them rests with the head of the executive. The
pay and accounts officer, on his side, is entitled to assume that claims are
in accordance with facts and to accept as accurate the certificates of ad-
ministrative authorities. If he is convinced that a certificate is inaccurate,
he may refuse to honour the.claim and leave it to the controlling officer
to over-rule him if he desires to do so ; and, if he is doubtful as to the
accurady 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 accounts officer do not. however, release the controlling officer from
his responsibility. Many claims will come to the accounts office already
countersigned by the controlling officar ; but it will be open to the latter,
if be so desires, to have the bills examined in the pay and accounts office
before he appends his countersignature. It will also be open to him, if
‘he considers this to be necessary, to move the Finance Department to add
to the classes of bills requiring his countersignature. Xe is thus fully
equipped to exercise his responsibility for claims submitted. If the pay
and accounts officer has admitted and honoured an improper elaim, this
will doubtless be recorded against him and may serve, to some extent, as a
mitigation of the lapse of the departmental chief ; but the latter will be
required to®answer for the irregnlar 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, Tt is
sufficient to state that the pay and accounts officer will be required to answer
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‘for mistakes which originate in his own office, such as technical irregu-
larities in his accownts or payments not justified by the claims submitted
to him ; for the rest, the controlling officér must accept responsibility for
the expenditure from his grants, though he may at times be able to plead,
in extenuation of an irregularity, the fact that he acted on the advice of
his pay and 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 the responsibility
of over-ruling him. In such cases, it is open to the head of the depart-
mfent concerned to refer the question, for the orders of the Government of
India, to the officer on special duty in the Finance Department. The
latter will obtain the necessary orders, and will communicate them to the
head of the department, to the pay and accounts office and to the audit
office. It may be added that the officer on gpefial 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 departments may care to make to him. M
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APPENDIX VIII.

Statement showing the recommendations or suggestions made by the
Public Accounts Committees of 1923, 1924 and 1925, on which

action is still outstanding.

M .

' .

o

Recommendations or observa-
tions made by the Public Ac-
counts Committee.

Reference

Report.

Remarks.

|
1 | That wherever there is an excess
over the net grant and no excess
over the gross grant, rocoveries
having been less than antici-
pated, the formal authprity of
the Assembly should be required
for such excess.

2 | That the Government should take
steps to study thoroughly the
question of devising adequate
methods to ensure the watoh-
ing of progress of expenditure
in local areas from hcadquar-
ters.

3 | That it is desirable to amend and
simplify the leave rules, and
that the decision in this matter
should be expedited.

4 | That it is desirable that an inven-
tory of all Government proper-
ty, buildings, etc., should be

.kept, and that the adequacy of
the existing system of checking
dead stock registers should be
considered.

5 | That mere provision in the revised
estimates is not sufficient to
prevent an excess and that
specific application from pro-
. per authority for a grant is
necessary.

6 | Suggestion that new and important
items of expenditure not con-

estimates wore ftamed, of which
the cost can be met from savings
within the grant, sfould be
brought to the notice of the
Assembly by means of a token
vote. =

templated when the original | 20

Report of 1923,

page 6, para.27
also Report of

1924, page 9,
para. 27.

Report of 1924
page 4, para. 9.

Report of 1924
page 11, para.
23.

Report of 1924,

page 11, para.
35. ‘

Report of 1925,
page 5, para.12

Report of 1925
pege 9, para,

.

This matter is dealt with in
para. 9+ of gur report for -
thig year.

Rules have been issued on
the subject.

This question is still under
consideration.

This question is still under
consideration in consulta-
tion between the Auditor
General and the Indus-
tries and Labour Depart-
ment.

Stops are being taken for
the issue of necessary
instructions,

This matter is dealt with
in para. 19 of our report
for this year.
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Recommendations ar observa-!

dure for preventing technical
excesaes over grants caused by
the diffioulty of estimating the

Report of 1025,
page 23, para.
&2,

The question is under in-
vestigation.

. , Referenco
No. tions made by tho Public to Remarks.
-Accounts Committes, ‘Report, .

7 | That a separate Accounts Office at | Report of 1925, | Chief Commissioner’s esti-
Peshawar for the N. W. F. Pro- | page 12, para, mate of cost of providing
vince be established. 28. buildings, etc. is being

awaited,

8 | That in all cases where the expen- | Report of 1925, | This matter is dealt with in
diture exceeds tho' amount | pages 13--15, para. 12 of our report for
granted by the Assembly ,! paras. 30—33. this year.

«| though the excess is covered by |
allotment of funds from the re-. :
serve, stgpe should be taken to |
obtain a grant from the Assomb- :
ly to cover the exoesa. ; .

9 | Question whether grants sanction- | Report of 1928, | This matter is dealt with in
ed by the Legislature should be : pages 16—17, para. 9 of our repart for
for gross or net expenditure in | paras. 35~—36. this yoar. s
cases where recoveries ocour .
which may be taken in reduc- !
tion of expenditure,

10 | That the question of the treatment ; Report of 1926, | This matter is still under
of losses of revenue due to fraud, , pages 17—18, consideration,
defalcation, etc., as & form of . para. 38,
expenditure be considored care- |
fully by the Government of !

India, ‘ .

11 | That, in order to avoid the risk of | Report of 1925, | Views of the Departments
defalcation, fees in respect of | page 18, pars, concerned on the feasibili-
minor services rendered by Gov- | 39, ty of the proposal have
ernment, eg. passport fees | been invited and the Gov-
which are transmitted direct by | ernment of India hépe to
the collecting officer to the trea- | arrive at a decigion soon.
sury, should be colleoted by ;
means of stamps. :

12 { Introduction of a system of inter- ; Report of 1925, | This matter is dealt with in
nal check on Customs receipts, | pages 18—18 paragraph 29  ofour
which will ensure an efficient | para. 40—41, report, for, this year.
scrutiny of the collection of |
such dues. ;

3 0

13 | Question of i 1mprovmg the proce- !

1
;

percentage’ for establishment
and tools and plant in the case
of works expenditure.
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Recommendations or observations Reference
No. made by the Public Acoounts " to Remarks.
Clommittee. Report.

14 | That the Militarv Appropriation | Report of 1925, | The Auditor General'is con-
Report be reconstituted on the | page 27, para. | sidering the proposal in
lines of the recommendations | 66. consultation with the F.
made in the Report of Enquiry - A, M. F.
and accepted by the Govern-
ment of India.

15 | That the system of cost account- | Report of 1825, | This matter is dealt with inr

ing should be placed on a simple
and intelligible basis which will
provide an effective check on
the purchase, stocki® and con-
sumption of Military stofes.

page 27, para.
61.

paragraph «34 pof our report
for this year.




. 94

. APPENDIX IX.

Memorandum No. 5417-Ex., dated the 10th August 1926 furnished by
the Financial Secretary.

SuBJEQT :—Additions to mon-voted granis made by the Finamce Depari-
ment.

At their meeting on the 26th July 1926 the Pubhc 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, while in the case of non-voted expenditure the Finance
Department made the necessary additional apropriation. The Committee
desired that the possibility might be examined of supplying to the Assembly
information as to the additional sums provided in the course of the year
for non-voted expenditure. It is.understood that the intention was that
the Finanee Department should produce for the information of the Legis-
lative Assembly at a comparatively late period in the financial year a state-
ment showing the additions and reductions whick had been made up to
date in non-voted grants. The question has Meen carefully examined by
the Finance Department, and in its opinion it is clearly desirable that the
figures, if furnished, should be as near finality as possible. It is acord-

. ingly considered that the best method of showing the firures would be to
put them up at the same time as the Demands for Grants are presented
to the Legislative Assembly so that they may be open to comparison with
the revised estimates of expenditure from non-voted grants which will
appear in the Demands for Grants. If the Committee agrees, this proce-
dure will be adopted with effect from the Demands for Grants to be pre-
senfed to the Legislative Assembly in March next.
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APPENDIX X. .
Extract from Proceedings of the Conference Finanocial Bepfesentatim,
1928.

‘Submission of Demands for expenditure in England to Provincial
Legislatures. o .

As uniformity of procedure was considered desirable, the questiun
was referrcd to a sub-committee consisting of a representative of each
province and Sir Frederic Gauntlett.

* » [ ] * * L]

Reports of sub-committees,

. The Conference mnext considered and adopted the reports of the
sub-committees appointed on the first day. As regards the first report
(Annexure A) Sir Williayn Keith explained that the procedure followed
by the Government of Burma gave the High Commissioner and the Secre-
tury of State considerably greater power than that suggested by the report
of the Sub-Committee ; ghe therefore proposed to make no change unless
the High Commissioner eand the Secretary of State desired Burma to
come 1nto line with other provinees for the sake of uniformity. Mr. Briscoe
stated that the Government of Bihar and Orissa adhered to its view that
it was unnecessary to show stores expenditure under the subject Demand
unless the amount involved was cousiderable and did not desire to change
its practice unless it was felt that absolute uniformity was essential.
Sir F. Qauntlett explained that uniformity of accounts classification would
be essential and that it was convenient that the form of the budget
estimate should be comparable with the form in which the appropriation
accounts were finally compiled.

” * L ] [ [ ] ®
PROCEDURE FOR SUBMISSION OF DEMANDS IN RESPECT OF EXPENDITURE IN
ENgLaND.

Members of the Sub-Comnuttee.
The Hon’ble Sir William Keith.

The Hon'ble Mr.- T. E. Moir.
" The Hon’ble Mr, H. S. Barnes.
Mr. Miles Irving.
Mr. G. Wiles.
Mr, J.. A. Woodhead.
Mr. H. K. Briscoe.
Mr. A. E.- H. Blunt.
* Sir Frederic Gauntlett.
Mr. J. E. C. Jukes.
As regards expenditure on stores, all the Members of the Sub-Committee
save one agree that, for practical reasons, it is desirable that provision
for all such expenditure should be made in the revelant subject grant.
The representative of Bihar and Orissa adheres to the view of his Local
Government that this method should be used in those cases only where

the outlay is considerable. Where it is insignificant, provision should be
made for it in the grant fgr expenditure in England.
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2. Eliminating gtores, the great bulk of the remaining home expenditure
is incurred on leave salary and pensions. The Sub-Committee is unani-
mous in thinking that it 18 unnecessary 1o provide for these charges, which
are usnally inevitable, in the subject grants however heavy they may
be. B, therefore, recommends that all expenditure in England, other than
expenditure on stores, should be included in the grant for expenditure in
England and not in the subject grants. The Sub-Committee thinks it
desirable to reserve a right to include in a subject grant and mot in the
English grant any very item of miscellaneous expenditure in England
were such expenditure contemplated in any year.

3. All Members of the Sub-Committee agree in recommending that
there should be a single grant for expenditure in England, apart from that
on stores, which ghould cover the outlay of both the Secrctary of State
and the High Commissioner on 'both reserved’and tramsferred subjects,
They consider that, in view of the comparative unimportance of the voted
expenditure involved, practical considerations shguld in this case prevail
over strict considerations of constitutional propriety.

4. The Sub-Committee unanimously recommends that the Secretary
of State and the High Commissioner should be given powers of tYe-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 Loeal
Government alone. The powers of re-appropriation conferred should, as
stflgfgesged by the Government of the Central Provinces, cover the transfer -
of funds :—

(i) between the allatments for non-voted expenditure ;
(¢#i) between the allotments for voted expenditure ; and

(+4¢) from definite savings in the voted allotments to meet an exeoss
over a non-voted allotment ;

and be subject to the conditions that, without the previous 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 as voted by the Legislative Council,
or

(b) which will have the effect 6f increasing the expepditure on an
item the provision for which has been specifically ¥educed by
vote of the Legislative Couneil.

The Sub-Committee further considers that the powers of re-appropria-
tion should not be utilised to create a new recurring liability.

5. The Sub-Committee agrees that Gain or Loss by Exchange should
be exhibited in the same grant in which the revelant expenditure appears.
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APPENDIX XI.

Memorandum furnished by the Acconntamt Genoral Oentral Revenuts
with reference to para. 1 of the ouﬂinzl of the 19th Meeting of
the Public Accounts Committee held on the 3rd August 1038,

1t appears that the question of classifying the charges in con'nection
with the maintenance of 5. 5. ‘ Dufferin '’ came up for decision in September
1924 and that as the Commerce Department of the Government of India
were directly concerned in the matter, the Accountant General, Central
Revenues, held, under Article 181 (1) of the Audit (Jode, that they should
be accounted for under ‘ 22 Genera] Administration’, the only major
head appropriate to the expenditure of that Department.

2. The question of obtaining a supplementary vote was apparently
not eonsidered, as the Finance Department reappropriated Rs. 17,000 from
savings within the provision for the Commerce Department. Perhaps
it was not realised thatythe expenditure might be held to be expenditure
on a new service not provlled for in the budget, and that it might there-
fore be necessary to approach the Asseembly for a supplementary grant,
even though a token grant,

3. On the instructions of the Auditor General the charges in connection
with this vessel are now being accounted for under the grant for J’osts
and Pilotage (Central).
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APPENDIX. XII.

Memorandum furnished by the Commerce Department with reference to
para, 3 of the Prooe ¢ of the 13th Meeting of the Public Accounts
Committee held on the 8rd August 1926.

Provision for the Indian Trade Journal is made under ‘* Stationery
and Printing ’’. Commerce Department has on record a report from the
Director General of Commercial Intelligenee to the effect that for the
year 1924-25 the cost of produging the journal amounted to Rs. 14,200,
credit by scales amounted to Rs. 14,127 and by advertisements to Rs.
22,690. The net proceeds 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.

L e
APPENDIX XIII.

L
Adequacy of the charge of 2 per cent. levied on stores obtained by the
High Commissioner. '

A charge of 2 per cent. for departmental expenses is levied in the
case of stores supplied through the ageney of the India Store Department,
Lmon, to provincial Government, Local Funds, Railways, Posts
Telegraphs, Imperial Irrigation Services, Indian States, private indi-
viduals, etc. This charge is of very old standing and was suffl-
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 3} 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 Indian 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 @. 1. 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 sgtually incurring an
expenditare on behalf of provincial Governments letich is not desirable
after the reforms. The Committee, therefore, considered it necessary

that the question of the revision of the departmental charges should be
re-examined.

APPENDIX XIV. g .
Memorandum furnished by the Director of Army Audit on the proposal
to relax audit in regard to a number of war items,
As a result of the Great War, and of the Afghan War and other
gosﬁlities on the North West Frontier of India. the Military Aeccounts
epartment had to be expanded far beyond its*capacity. Consequently,
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nearly every Military Accounts office was composed almost entirely of tem-
porary men, many of the officers also being new to the work. Further, in the
administrative  services, especiaily what is now -the. Military Engineer
Service, there was a very serious shortage of officers familiar with the
financial side of their duties.. - Later, when the Military Accounts officers
became reorganised, it was found that enormous balances were outstand-
ing, in their Objection Books, of items which could not be passed in audit
for want of various audit requirements. Under ‘‘ M. E. S.”’ the most
common audit requirements which were lacking were, want of estimate,
excess over estimate, want of vouchers. It is not perhaps neecssary
to give further detail of the missing audit requirements. This load of
objeetions, it was found, was occupying a great deal of the time of Con-
trollers of Military Accounts and of administrative 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 ecould
not be passed in audit was necessary.. The position was explained to the °
Secretary of State and a table of cases sent to him so that he could form
an opinion of the natuffe %nd extent of the outstandings which had been
referred to him. The Secretary of State approved of the principle that
the Government of India should be empowered to authorise acceptance
of this outstanding expenditure in consultation with the Auditor General.
Lists of outstanding items are being obtained from Controllers of Military
Accounts and scrutinised in audit and their disposal is now well advanced.
The matter is being referred to again in the Audit Report for 1925-26.
The bulk of this expenditure which could not be passed in audit falls
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 loas : the absence
of accounts records, payees’ receipts, etc., necessiate 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 used.



Jamrud, in respect of certain
stores supplied to him. No
actual loss was involved.
The stores were issued to
units by the Supply Depot
and necessary receipted vou.
chers were obtained  and sent
to the audit officer, who can.
not now produce the vou.
chers.

i
|
|
|
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Inst of cages.
“ x . A. D. letter or
Subjeot. Amount. Date of write off. | Despatch to Secre-
. tary of State.
Ra. & p.

Adjustment of tho expenditure | 9,172 15 & | July 1917 A. D. le
outatanding in the sccounts | - 543101 (M W5,
of A. C. R. Eq Dﬂ&j‘t, for dlted23rd A % t"

** * want of vouchers, | 1922. ¢ Angus

*  Admission ip andit without vou- | 86,649 12 8 | April 1 :
ohers or details of personal | pril 122 Aéugé.‘}?bwru Ng.
clothing and necessaries issued | 12), dated 2lst
to recruits of the 49th Benga. | . L4 April 1028
lis, of which no proper ac. : hd prit 1022
ocounte have been kept by the 1
0.C. | .

Deficiency of technics) stores in | 56,602 11 0 June 1922
No.15 M. T. Coy. Quetta | ” Y020, %)
written off. To render] this ! Gt 90t
unit mobile, after 8 Board of | 1922 ©
Enquiry had found that it : )
was unfit for immediate ser-
vice, certain technical stores |
were required and, working :
on the assumption that such : .
stores had been originally on i
charge of the umit, loss state-
ments were  submitted. ‘

Owing to the ignorance or f

slackneas of the units’ officers, |

no books or vouchers wert i

kept and it is  doubtful !

whether the articles were ever !
issued to the unit in the first

instance.

Regularisation of the sum out- | 55120 4 0 | March 19: . )
standing against the Officer | 1h24 | A533]2)9’1°t(tg MN%"
Commanding, Supply Depot, >, 6.A.), date 10th

; March 1924.
|
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APPENDIX XV.

Memorandum on the Reconstitution of Posfal and -
Telearaph Accounts.

This memorandum which describes briefly the various .
decisions that have been reached in connection with the reconsti-
tution of the accounts of the Indian Postal and Telegraphs
Department in aceordance with the principles of commercial
book-keeping, has been prepared for the information of the
Public Accounts Committee by the Accountant (Feneral. Posts
and Telegraphs and the Financial Adviser, Posts and Telegraphs.

Lag® oy e i A
Dteaiveteny.

2. The need had long been felt for a re-organisation of the Iuee of
accounts of this department so that they should exhibit ag‘™®®oReme-
accurately and clearly as%ogsible its true financial position, and
enable all concerned to ascertain readily therefrom (1) the oxtent
to which the department as a whole was imposing a burden on
the general taxpayer or bringing in revenue to the Exchequer,
(2) how far each of the three constituent branches of the
department, viz.,, Post Office, Telegraphs, and Telephones, was
contributing towards this result, and (8) as a direet deduotion
from (2), whether the rates charged to the public for the various
postal, telegraph, and telephone services yere inadequate or
excessive. The first definite step was taken in the year 1920
when it was decided to obtain the assistance of some eminent
firm of Chartered Accountants in the examination of the existing
system of accounts as a preliminary to their recomstitution.
This decision was announced by Sir Maleolm Hailey during the
debate in the Legislative Assembly on the budget for the year
1920-21. The Secretary of State was able to secure the serviees
of Messrs. Price, Waterhouse & Co. of London, whose represen-
tatives toured the country in the folowing two years and sub-
mitted 4 number of reports which were considered in great detail
with the help of the Auditor General. The examination of the
reports indicated the necessity for certain changes in the
fundamental principles of the accounts and these were referred
to the Secretary of State for his orders. The Secretary of State
approved in principle the institution of a Depreciation Fund
to provide for the timely renewal and replacement of assets and
the institution of a properly prepared Profit and Lioss account.
It may here be mentioned that the proposal to commercialise
the accounts of this department (to use a somewhat loose expres-
sion) received warm support from Lord Inchcape’s Committee,
and the same policy was strongly advocated by various non-
official mom‘bers of the Legislative Assembly.

3. The preliminaries having thus been settled, strenuous
efforts were made to effect the change as rapidly as possible,
but as will be readily understood, the work has proved very
diffienlt and tedious and it has required three years’ sustained
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. effort to bring it near completion. In order to meet the impera-
tive demand for the reconstitution of the accounts as early as
possible, provisional decisions have been given on a number of
important questions so that the budget for the year 1925-26
‘might be presented to the Assembly in its new form. These

+  decisions still await the final approval of the Secretury of State,
and their application may also be modified in detail as experience
brings out faults. But in view of the great public interest that
has been displayed in the matter the Goverment of India have
decided to take this opportunity of explaining their intentions in
order to remove a good deal of misunderstanding that seems to
exist on the subject and also to obtain the benefit of any advice
and criticisms that the Committee may wish to offer.

%ﬂﬂu 4. For the declaration of the policy of Government in rela-

¥ .tion to the Postal and Telegraph Department of which the
change in accounts is merely a form of expression, members
are referred to the statement made by #he Honourable Sir Atul
Chatterjee in the Legislative Assemifly on the 12th March 1924,
during the debate on the Postal and Telegraph Demand for
Grants for 1924-25, in reply to Mr. Neogy. Me said hd
L) . - L] - « . * » I entirely
agree with Mr. Neogy in considering that the Post Office should
be looked upon as a public utility service. But in the same way
as the Railways and any other organisations which are for the
benefit of the general public and are looked upon as public
utility services should at the same time pay their way, I
consider that the Post and Telegraph Department should pay
its own and 1 have the authority of my Honourable Colleague,
the Financial Member, in saying that the Govkrnment do not
look to the Postal and Telegraph Department as a revenue earn-
ing Department. 1 hope this statement will satisfy my Ilonour-
able friend. At the same time, I wish him to understand that
there is no. reason whatever why the Postal and Telegraph
Department, if" it is properly managed should be a burden on
the tax-payer. It has to be remembered that the (overnment
enjoy a valuable monoply in the Postal and Telegraph Depart-
ment and in my view that monoply should be so worked as to
be a source of benefit to the general tax-payer without being a
burden on him ”’. Sir Atul’s statement 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 Aceounts Committee.

General Principles.

5. Before describing in detail the more important of these
changes it will be necessary to indicate and examine at some
length the broad principles on which the whole reconstitution is
based. The decision to institute a depreciation fund* has already
been referred to, and particulars of the procedure for maintain-
ing and operating this fund are given in a later 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 sommercial accounting of

.
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an annual Profit and Loss account, of the department. Before .
this decision could be carried into effect a number of subsidiary .
decisions had to be taken on various important, matters of
principle which will now be discussed. ‘

6. It was decided on the recommmendation of a coméerence of
assembled by the Auditor General that the Profit and Loss::#&
account should be a real account inside the Government accounts,
Members of the Committee will be interested to know that this
represents a considerable advance on the accounts of any com-
mercial undertaking of the State either in India or in England,
because, in every other case the commercial accounts of big
departments, like the British Post Office, are pro forma accounts,
that is to say they are not accounts which form part of the
general Government accounts rendered to the representatives
of the nation. The Government of India considered and definite-
ly rejected the practice followed by the British Post Office of -
having two sets of aceounts, one in the form usual to Govern-
ment accounts for prseptation to Parliament and the other based
on commercial principés to ascertain the exact financial result
of the year's working. The advantages to be expected from the
decision to make the Profit and Loss account of a commercial
department an integral part of the public accounts may appear
at first sight to be purely theoretical. The Government of India
are nevertheless convineed that the decision must inevitably lead
to economy and greater accuracy in accounting. From the very
nature of things, a pro forma account does not receive the same
serutiny or command the same esteem as does a real account.
The psychological effect of a commercial account both on those
who render it gnd on those to whom it is rendered is one of the
most important purposes to he kept in view. It can hardly be
disputed that this etfect is greater in the caxe of a real account.
While this eonsideration is of great importance in the accounts
of any large Government department it is doubly important
in the case of the Postal and Telegraph Department which is
utilised, on account of its widespread organisa&on, by other
departments to perform multifarious services ich are not,
strictly speaking, included in its ordinary functions. For
instance, military pensions are paid through Post Offices ; pay-
ments for salt are made into the Post Office ; a growing Savings
Bank with a large number of branches is managed by the Indian
Post Office and a considerable amount of our securities are sold
through the same agency. As a natural corollary of the decision
just referred to it follows that the Postal and Telegraph Depar:
ment must receive real credits in respect of the valqe of thes:
gervices. Obviously, a department utilising the services of the
Postal and Telegraph Department does not pay the same atten-
tion to a hypothetical assessment of remuneration for the work
it proposes to do through Post Office ageney as to an actqal
2laim that it will have to provide for in, and meet from, its
own budget. In the,latter case the department served becomes
at once directly interested not anly in seeing that it is not being
overcharged but also in watching that due economy is observed
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in regard to 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
of the Public’Accounts Committee will appreciate the importanee
and utility of this decision.

7."Members of the Committec are aware that Government
accounts are based on actual receipts and disbursements of the

transactions.yeur and do not ordinarily take into account any liabilities that

4

may remain unliguidated or receipts that may remain unrealised.
In ecmmereial concerns, on the other hand, the annual Profit
and Loss account is based on ‘‘ earnings ”’ and ** working
expenses . The commercial method is net unknown (o State
accounts and the accounts of Siate Railways worked by Com-
paunies afford a familiar example. The adoption of a similar
principle in Postal and Telegraph accounts has rcceived very
detailegd consideration as it was realised that there are sound
prdetical reasons for the commercial practice which sceks to
allocate receipts and expenditure to the yeargto which they relate.
Non-State trading or manufacturing codeerns generally aim at
making and distributing profits to partners or dividends to
shareholders. The personnel of partners or shareholders may
change from year to year by demise of partner or transfer of
shares, and it is therefore of great importance that the profit
(or loss) should be -determined 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.
Its purpose is not the distribution of dividends but the provision
of a public service. The functions fqr the performance of
which these departmrents exist are assumed by Government either
because the ipagnitude of the undertaking places it beyond
private enterprise or to secure the retention by the State of an
important monopoly. The termination of these activities is
hardly even a remote possibility. Taxation of such a depart-
ment would only be by Government itself and meticulous accuracy
in the assessment from year to year would be unnecessary.
Nevertheless it was recognised that if the new accounts were
to serve their main purpose of enabling Government to carry
out their declared policy in regard to the Postal and Telegraph
Department (see paragraph 4 above), the discrepancies between
‘“ earnings '’ and actual receipts and between ‘‘ working
expenses ' and actual disbursements could not be wholly ignored.
Tt was therefore ordered that each partieular class of transac-
tions should be considered on its merits with a view to dettrmin-
mmg whether a rigid adherence to the pr'inciple, requiring an
adjustment to be made for ‘ overlap ’’ would cause undue incon-
venience or for any other reason would be inexpedient.
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9. The principal classes of transactions concerned are as
follows »—
Receipts—
(1) Sale of stamps.
(2) Telephones rentals. .
(3) Receipts from other telegraph administrations

L

Ezpenditure—

(4) Purchase and manufacture of stores.

(5) Manufacture and printing of stamps and postal
stationery.

(6) Expenditure on renewal and replacement of wasting .
assets.

(7) Pay ot officers and establishments for March dis- |
bursed in April

An adjustment, is actuallzmade in respect of the sale of stamps,
the largest receipt item to #low for fluctuations in the balances
of stamps unsold to the public in the hands of the postmasters
and telegraph masters on the 31st March.

. In regard to expenditure item (4), no special adjustment
18 necessary so far as telegraph stores are concerned since pay-
ments for such stores have always been passed through a stores
suspense account.

There has in the past been some irregularity in the expendi-
ture on manufacturing and printing stamps and postal stationery
but thix has been caused largely by the echange in the system 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 this item.

The institution of a depreciation fund ensures the inelusion
in the yearly revenue accounts of the proper amount 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 and other minor
items it has been decided that generally speaking the disturbances
due to fluctuations in the ‘‘ overlap "’ from year to year of
receipts and expenditure in the Postal and Telegraph Depart-
ment are not serious enough to justify the opening of a general
sugpense head in accordance with the conventional commercial
practice. The considerable interval between the end of the
offical year and the final closing of Government accounts tends
further to eliminate inaccuracies in- this respect.

11. The case of pensions, which represent a liability matur- 'P;:vhln
ing considerably after the date on which the service is rendered ous
was specially considered and it has been decided that the actual
payments of Postal and Telegraph pensions will be made from
the general Exchequer and that the Postal and Telegraph De-
sartment will make each year a contribution based not on actual

o A
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payments during the year but on the pensionary liability to be
met 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, exclusive of extraordinary pensions or those
granted under the provisions of the Workmen’s Compensation
Act. The amount fixed represents a sum roughly equivalent
to a fifty per cent. increase on the actual payments of Postal
and Telegraph pensions in the year 1923-24. This amount is
subject to revision on completion of a special actuarial jexamina-
tion of the department’s pensionary liability, now in its prelimi-
nary stage.

12. The question of basing the classification of expenditure

sygenditureas between Capital and Revenue (Working Expenses) on its

nature or alternatively on the source from which it is financed,
Aas well as the cognate question of interest, received very eareful
consideration from Government. As regards classification it
has been decided to adopt the former alternative under which
all expenditure o6f a capital nature .slﬁuld be treated as such
according to the ordinary principles of Accountancy. At the
same time it lras been decided as a measure of ordinary finencial
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 question
of the source from which capital expenditure will be financed,
Government have, after full consideration, decided to adhere to
their past practice of charging expenditure on Post Office build-
ings and railway muil vans against the revenue grant. So far
as the accounts of the Postal and Telegraph Deparfment ar:
concerned however, expenditure on Post Office buildings and
railway mail vans will be treated in the same way as other
capital expenditnre and the decision to meet it from general
revenues will make no difference to the department either in the
matter of determining the amount available to it for sapital
expenditure on these items or in the matter of its liability for
interest or depreciation. .

13. The question whether interest on capital outlay is &
proper component of the annual Profit and Loss account, forms,
as the Committee are no doubt aware, one of the standing
controversies amongst Accountants. The practice in the ae-
counts of State Railways has always been to levy interest qn’
the total amount of capital invested irrespective of the source
from which it was found. From the standpoint of Government,
the question is eminently offe for decision on considerations of
financial and administrative policy rather than on those of
ageounting theory. No undertaking can obtain the yge of capital
without paying for such use either by way of dividend or of
interest. The former kind of charges, which in any case may be
considered to contain an element of interest is out of place in
the aceounts of .State undertakings the object of which is not
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profit but performance of certain services of publie utility. To
enable the department to discharge its functions, eentain assets
or plant are handed over to it for which payment should be
made by way of interest. An account purporting to display
the financial situation of a commercial department which failed
to take interest into account would fail to disclose the real cost
of the undertaking to the tax-payer ; and as Postal and Tele-
graph accounts are to be real, it necessarily follows that the
interest charged against the department should be taken to the
credit of general revenues.

14. The opinion has however been strongly expressed and
yvidely supported that as some part of the ecapital invested
in State coramereial undertakings has been found out of surplus
revenues or cash balances the undertaking is entitled to escape
interest on the amount of such investments of revenue surpldses:
This view appears to be based on an incomplete appreciatior.
of the financial policy Government caused perhaps by the
existence of major heads described as ‘‘ Capital Outlay chargod
to Revenue ’’ in the Government accounts. It ignores the fact
that if there have been years of revenue surpluses there have also
been years of revenue deficits and that a part of the ordinary
National Debt represents borrowings to cover the shortage of
revenue receipts as compared with revenue expenditure. The
occurrence of a surplus or defieit has not, on the other hand,
made any essential difference in the accounts of the Postal and
Telegraph Department. For instance, prior to 1921 when it
was decided to charge expenditure on telegraph buildings, lines,
and apparatus to the head ‘‘ Capital Outlay pot charged to
Revenue '’ all eapital expenditure in this department was shown
under Revenue regardless of whether there was a-surplus or
deficit either in the revenue aceounts of the department or in
the revenue accounts of Government .as a whole, the charge to
Revenue being conditioned by a fitiancial policy which laid down
that certain classes of capital expenditure would always be mes
from -revenue and others from borrowed funds. It may be
argued further that to the extent that revenue was utilised: in
any particular undertaking, to that extent the Exchequer
inereased borrowings or sacrificed income which could have
been obtained by a mere investment of the amount.

15. It has also been urged that during the past 32 years
the Postal and Telegraph Department has handed over to the
General Exchequer surpluses amounting in the aggregate tc
approximately ten crores of rupees, but the fact seems to have
been overlooked that these surpluses are not commercial sur-
pluses and the reconstruction of the accounts of those years on a
commercial basis would most likely give a wholly different
result. The reconstruction is now impossible aqd_ Government
cannot admit an argument based solely on supposition. Govern-
ment having given dues weight to these considerations, have
decided that in order to obtain a true account of the devart-
ment’s financial position and a true test of the correctness of the
rates charged for its se.rvices, interest should be charged to tha
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department on the entire capital employed in it irrespeotive o
the source  from which such capital has been derived. The
capital employed in the undertaking will not however be reckon-
ed at the amount shown in the Finance and Revenue accounts
of Government as having been sunk in it, but for reasons which
are explained subsequently, at a figure very considerably lower,

.16. Government have also considered the question of separat.
ing Postal and Telegraph from general finances and have come
to the conclusion that the separation is not necessary or advis-
able at present. To provide an incentive for economieal work-
ing however they have decided to recommend to the Secretarv
of State that the department should be allowed to utilise any
surplus that it may earn, after meeting all the charges requirea
of it under the new scheme, for the reduction of its capital
liab#ity, and that on the other hand it should pay interest to
General Revenues for the amount of any deficits that might
acerue on the working of any year ungt'?sueh time as surpluses
beeome available to cancel this liabilit.

,The Block Account. Y

17. As an essential preliminary to the actual introduction
of the proposals, it was necessary to. arrive at an assessment of
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 bave been to arrange for a commercial valuation by a
firm of experts. This however would have beent a very costly
and lengthy proeeding and in order to economise on the pre-
liminary expenditure, the valuation was made by the application
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 exapined
in great detail by the Accountant General, Posts and Telegraphs,
under the orders of the Auditor General. These two documents,
vig., the report on the valuation and the critique of the Accoun-
tant General revealed, as was anticipated, a large discrepancy
between the total capital cost of the existing assets according
to the valuation and as recorded in the Finance and Revenue
Accounts. The former amount is actually less than the latter
by approximately Rs. 144 lakhs. This shortage is ascribed
mainly to two causes. One is that prior to the year 1925-26
'no accounts adjustments relieving Capital were made when any
asset was abandoned or destroyed. The other and principal
source of error is undoubtedly to be found in the incorrect allo-
cation of expenditure hetween Capital and: Revenuewnder the
inadequate and imperfect system of accounts previously main-
tained. Government have not yet passed final orders on the
report but there is little doubt that this shortage will have to
be written off the Capital account. ' '
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8. In a previons paragraph it has beep stated that the
department will have to pay interest on the total capital outlay
on its property, but Govermment have decided as a special case
and eontrary to the decision on the similar case in connection
with Railways that the initial amount to be included ir the
newly started commercial accounts of the department in respect
of the capital at charge on the 1st April, 1925, should represent
only the depreciated value of existing assets on that date. The
depreciated value has been calculated on the usual ‘ straight
line '’ method after a careful estimate of the effective lives and
scrap values of different kinds of property. The caleulation

of depreciated value or its complement, the expired (apital

QOutlay, on 1st April 1925 has given considesdle trouble and
was rendered possible only after a nuniber of arbitrary assump
tions had been made. The calculations were made by*tha
Accountant General, Posts and Telegraphs, and his results have
been provisionally accew by Government. According tc him
the depreciated value of Wmsets constructed up to the end of the
year 1923-24 on 1st April 1925 was Rs. 8,36,83,308. This to-
gether with the expenditure of Rs. 1,05,02,937 incurred ir the
year 1924-25 on objects of a capital nature forms the initial
amount of the Departmental Block Account.

19. The reconstituted Capital account of the department Stores

will also ineclude the balances outstanding at debit of Btores
and Manufacture accounts, representing respectively the book
value of stores and of articles under manufacture, on the 31st
Mareh, 1925, These amounts, it will be remembered, used to

be included under ‘¢ Head 18-Capital Outlay charged to Reve-

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
department will have to pay interest on the average of the open-
ing and closing balances under these accounts for each year.
Interest will not however be charged on the portion of these
balances that represents the value of material held as part of the
Mobilisation Reserve of the Army.

The Depreciation Fund.

20. A Depreciation Fund has been instituted with effect saoptivaer
from the 1st April, 1925, to provide for the renewal or replace- jhe: sinking

ment of asscts as this becomes due. Its amount will be held in reference

.

deposit with General Revenues and will be entitled to receive-:

=T

ht

‘interest from the same source. The amount of this interest will g‘.:,'l’.‘.

be credited to the Fund and not to the revenues of the depart-
ment so that a smaller annual contribution frem working
expenses than would be required on the ordinary ¢ straight line ’
method will be sufficient to provide against the wasting of assets.
The latter method is the one more generally adopted by com-
mercial chcerns. but there arc some special considerations
applicable to the Postal and Telegraph Department that led the
Government to preseribe the ‘ sinking fund’ method in this
cage. It was considered that in the present state of the depart-

ment’s finances the annual contributions necessary in order to

[
Y
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provide for the replacement or renewal of assets as this falls
due’ should be reduced to' a minimum. "It would in fast have
‘been impossible to provide for depreciation on -the * straight
line * method without an increase in postul and telegraph- rates
if the department was not to run at a heavy loss. Moreover in
a State commercial undertaking ‘there is not the same necessity
for accumulating in the Depreciation Fund amounts that will
at every stage of the life of each asset be equal to the accrued
depreciation ; it is'sufficient if the original cost is available in
the Fund on the date replacement is expeeted.

21. As a Depreciation Fund is being started at an inter-

g
mamediate stage of the life of the assets of the department it will

be required to provide only for such ‘ depreciation ’ as occurs
after the 1st April, 1925. The balance of the amount required
. for renewing or reconstructing the assets existing on the 1st
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 p#full consideration of a
number of different plans on the afialogy of loans to local and
municipal bodies for their commercial undertakings. As a rule,

if the repayment of the loan plus the interest thereon is afranged-

for within the effcetive life of the assets created from the loan,
it is not incumbent on the local authority to make separate pro-
vision for depreciation of the property. Due weight was also
given to the fact that a certain indefinite amount of revepue
-surpluses earned by the department in past years has been
appropriated to General Revenues.

Prineiple of 22. The decision (1) to initiate the capital account of the
¢ Alloeali

department with the depreciated value of {ts assets, (2) to

pital and finance the arrears of depreciation by means of capital advances

RUe.,

Capital
Accounts.

and (3) to institute a Depreciation 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 rajlway accounts, until recently, the criterion for
such allocation was improvement in ‘ earning capacity ’, while
the consideration of comparative cost was decided suhsidiary.
The former criterion was not observed as rigidly in the Tele-
graph Department and greater attention was paid to considera-
tions of cost. With effect from the 1st April, 1925 ¢ comparative
cost * has been made the 3ole eriterion for such allocation between
Capital and Revenue (i.e., the Depreciation Fund or Arrears of

Depreciation as the case may be). It has also been decided

that Capital should be relieved of the amount at its charge in
respect of any property that may be abandoned or destroy-d.
It may be mentioned that these were the only two instances in
which Messrs. Price, Waterhouse & Co., stated that the rules
then in force for allocation of expenditure in this department
were not in accordance with commereial practice.

-t

Form of the A.ccouﬁts.

93. The accounts of the department have been remodelled
to comply with the various decisions of policy that have been

reported in the previous paragranhs. The main capital aceonnt
L]
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of the depurtment will be compiled under the major head * 56-
Capital Outlay not charged to Revenue’ with suitable sub-
divisions to show the expenditure in each branch of the depart-
ment and on each kind of asset for which a separate effective
life and residual value have been fixed, so that the calculation
of the amounts 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 account
of aceruing 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 stated, funded with Government and will earn
interest. )

While the main major head of account will be the one men;
tioned above, there will be a corresponding major head in the
revenue section of the Government accounts entitled ¢ 18-Capital
Outlay charged to Rev&qe ’> to record by a lump sum transfer
the total capital outlay on each branch met out of general
revenues or the cash balances of Government. At present the
only class of capital expenditure dealt with in this way is that
og Post Office buildings and railway mail vans (see paragraph 12
above),

24. The entire expenditure on renewals and replacements Renewals
is, for the present, initially compiled under another subdivision Repisoe-
of the major head ‘ 56-Capital Outlay not charged to Revenue ' ™eRtS.
entitled ‘ 56-1 (b)-Expenditure on Renewals and Replacements
(debitable to Capital until arrears of depreciation are wiped
off) . 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 transferred to
the Fund leaving only the portion financed from Capital at
charge of the capital account. This method is not altogether
satistactory but it has been introduced provisionally pending a
decisibn on the general question of a further splitting up of
Postal and Telegraph votes, which is now under examination.

All these heads of accounts, vsz., 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 branches—Post Office, Telegraphs
(including Radio Telegraphs), and Telephones.

== 25. The vprinciple governing the design of the Revenue Reverns
account is that the record of expenditure shall be so arranged
that a separate Profit and Loss account may be prepared. for
each of the branches mentioned above. A separate Profit and
Loss account will not be prepared for Wireless Telegraphs as
they forme and are operated as an integral part of the ordinary
telegraph system of the ,country. The revenue account of the
department is compiled under two major heads—‘ XV-Gross
Receipts deduct Working Expenses ’ and ¢ 17-Interest '. Both
these major heads have been suitably subdivided to facilitate
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the preparation of a Profit and Loss account for each branch.
The plan’by which the geparation has been effected is compli-
cated, because in its organisation the Postal and Telegraphs
Department is highly centralised and there is a considerable
amount of expenditure that relates to all three branches and
not to any one of them. In consequence of the necessity for
budgetary and financial control over its operations it is not
possible to attempt a distribution of such general or joint expen-
diture in proper proportions to individual branches in the
initial compilation of receipts and working expenses. For this
stage it has been considered sufficient to separate the expenditure
relating solely to one branch from that relating to all or any
two of the branches. This has been achieved by providing 15
Abstracts of recefpts and expenditure as detailed below :—

* Receipts,

A.—Postage and Message ReVﬁue‘_
B.—Miscellaneous.

Ecpenditure. B
C.—Direction.

'D.—Account and Audit.
E.—Traffie Control.

. F.—Engineering Expenses.
G.—Pensionary charges.
H.—S8tamps and Postcards.
I—Stationery and Printing.
J.—Postal Expenses. '
K.—Telegraph Traffic.
L..—Radio Expenses.
M.—Telephone Expenses.
N.—Provision for Depreciation.
0.—Credits to Working Expenses. .

£ach of these abstracts brings together either all expenditure
of one kind or all expenditure under the control of one authority.
Abstracts N.—Provision for Depreciation, I.—Stationery and
Printing, and G.—Pensionary charges, are examples of the first
kind, while abstracts C.—Direction and D.—Account and Audst:
illustrate the second. Within cach abstract have been pro-’
vided a suitable number of subdivisions so as to separate general
and joint expenditure from that relating to any particular
branch. At the end of the year the espenditure recorded under
heads ecommon to two or more branches will be apportioned
hetween the branches to which it relates by mefhods which
have been specially devised to suit ohe pature of the various
classes of expenditure. It would not be possible to give a com-
plete aecount of these methods without extending this memo-
randum to an inordinate length. It will thus be seen that at
[ 4
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the time of closing the accounts, the entire expenditure of the
department ineluding that incurred in England and the
Exehange will have been recorded 'partly under the heads relat-
ing to individual branches, and partly under general and 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 Offices. A formula to determine the cost to the
Post Office of handling telegraph traffic has been evolved after
very careful consideration and it has been decided that the Post
Office should receive credit for the amount so computed at the
expense of the Telegraph branch. A large adjustment too will
probably be necessary in respect of the cost of telegrams issued
on postal service althageh this will be offset to some extent by a
counteradJustment r‘(xesentmg the value of free postal ser-
vices rendered to the Telegraph branch. An examination of
these and other instances of mutual service is in progress. When
the investigation is complete, steps will be taken to carry out
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 results arrived at may
indicate that neither the Post Office nor the Telegraphs is work-
ing at an appreciable profit or loss.

i
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) APPENDIX XVIL

Proceedings of the first meeting of the Committee appointed to examine
the Audit and Appropriation Reports on the Army Accounts for
1924-25 held on the 28th June 1926 at 8 p. m.

PRESENT :
Hon’ble Sir BasiL BLACKETT .. .. Chasrman.

. J. E. C. Jukes, Finance Secretar .
Mr.J vkks, Finance y }M .
Mr. E. BurDoN, Army Secretary.. . ..
Mr. A. F. L Bravne, Financial Adviser, Military

‘ Finance.
Colonel G. W. Ross, Military Accountant ynenl - L were also
Sir FREDERIC GAUNTLETT, Auditor-General .. Pfe”f‘t-
Mr. A. G. BaRrr, Director of Army Audit .

The Committee first took up paragraphs 51 to 65 of the letter from the
Auditor General to the Finance Secretary, dated the 4th June 1926 in re-
gard to action taken on the remarks by the special Committee on the Accounts
for 1923-24.

2. Paragraph 52.—The Director of Army Audit explained that any im-
provement in local audit was largely a question of staff. 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 for the abolition of cost accountings.

3. Paragraph 54.--The Military Accountant General stated that the
question of the preparation of an office manual is in abeyance pending charges
connected with the question of cost accounting.

4. Paragraph 57.—1t was stated that the new Military Engineer Service
Account Code and the reorganisation of the Military Engineer Services were
leading to considerable improvements in the accounts. The Committee noted
the statement with satisfaction, as also 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 whick
occurs between the commission of an offence and the moment when it is
brought to the notice of headquarters, the Committee decided to recommend
that thelocal Controller, as soon as any case of financial irregularity comes to
his notice which seems likely to be of a serious character, should send to the
financial Adviser, Military Finance, a copy of the letter or fuestionnaire
addressed by him to thelocal administrative authorities, and inform them that
he has doneso. With regard to the question of providing local military autho-
rities with adequate legal advice, the Committee understood that the matter
was being actively pursued in consultation with the Government Folicitor.



115 ,

6. Paragraph 65.—The Committee were informed that, apert from the
publicity given to the recommendations in this paragraph by its publication
together with the Report of the Committee on Public Accounts, special orders
have been issued by the Commander-in-Chief emphasising the responsibility
of all subordinate military amthorities in regard to all financial matters’ with
which they are concerned.

Auprir REPORT FOR 1924-25.

7. The Committee then turned to the Audit Report for 1924-25.
ParT 1.—Preliminary.

Paragraph 4.—The Committee noted with satisfaction the vigw expressed
by the Director of Army Audit and confirmed by the Financial Adviser, Mili-
tary Finance, that the co-operation of the two departments was leading to
constructive results and the™sgprovement of audit and accounts methodg.

Part II1.

8. (Page 3 at bottom)—-The Committee were informed that the proposal
to relax the requirements of audit in regard 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
defects and irregularities brought to light in this Report was the outcome of
the efforts of both the Military Accounts department and the Test Audit
staff. It is intended that in future reports the contribution of dach depart-
ment should be separately stated.

10. (Page 7, paragraph 2).—The Committee desired to emphasise the im-
portance of communicating to the Military Accounts department copies of all
orders required by them for their work. They were given to underatand that
the arrangements now in force provide for this. When an accidental
omission occurg Controllers of Military Accounts should be careful to apply
for the orders of the Government of India and not for the orders of a branch
of Army Headquarters.

11. (Page 7, paragraph 3).—The Committee decided in dealing with this
Audit report, to concentrate their attention mainly on cases other than those
which arose out of war conditions or post-war disturbances.

~ —

12. (Page 11, paragraph 3).—It was pointed out that an officer before
discharge is required to obta'n a Clearance Certificate in war time and a No
Demand Certificate in peace time. In the case mentioned, a certain sum
of money had actually been recovered from the officer’s gratuity, so that he
did not escapw altogether scot-free. The case moreover belongs to the period
of confusion attendant upon gemobilisat'on when amongst other things audit
and accounting were themse ves in arrears, and it would have been im-
practicable in all cases to detain and continue to pay salary to temporary

officers until acconnts had been fu'ly rendered and cleared.
L]
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13. (Page 13, paragraph 5).——The Committee raised the question whether
in cases of this kind ap expression of the Commander-in-Chief's displeasure was
sufficient punishment. It was pointed out that action had been taken locally
in accordance with the Army Act, that this precluded higher authority from
reopening the matter, save to a very limited extent, and that an expression of
the Commander-in-Chief’s 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 merits
require to be dealt with by a weightier procedure.

14. (Page 21, paragraph 2).—Overpayments to non-commissioned officers
of the kind here described have since been obviated by instructions which
require that the men concerned shall be placed upon the India Unattached
List rateg of pay from the commencement of their employment in Ordnance or
Arsenal posts.

15. (Page 25, paragraph 1).-- The Committee ¢jscussed briefly the financial
arrangements regarding the Okara Farm, but caffié to the conclusion that there
does not appear to be any need to alter the existing system of utilising receipts.

16. (Page 25, paragraph 4).—It was decided to question (vide paragraph
40 infra) the Master General of Supply with regard to the loss on mild steel
here mentioned, the Auditor General pointing out at the same time that
the dates of the various incidents referred to should begiven in the report.

17. (Page 26, paragraph 6).—The Auditor General stated that this ques-
tion of accounting in factories is under examination.

18. (Page 33, paragraph 3).—It was decided that the Foreign and Political
Departmentishould once more be asked to consider the possibility 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, information regarding which can be obtained from the Auditor
General, the Rulers of Indian States have already consented to such an

arrangement.

19. It was pointed out that in practically every case of financial irregu-
larity in which the need for disciplinary action was suggestegd in the Audit
Report, this aspect of the matter had been 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 certain cases the Director of Army
Audit himself was a party to the discussion. It was proposed that for
future Audit Reports the Auditor General should be given an opportunity of'
seeing the original papers containing discussions of this kind in order that_
mention might not be made unnecessarily of cases in which further disciplinary
action was really impracticable or unjustifiable, or both. The Auditor General
said that he would welcome the opportunity offered but must retain discretion
to decide when such cases should or should not be mentioned.

20. It was also suggested that it might at times be advantigeous for the
Dizector of Army Audit to bring prominently tonotice at an early stage cases
of financial irregularity in which it seemed to him that the process of investi-
gation or remedial action was being carried out inadequately. It was agreed

[3
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. ' ’
that the Director of Army 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 he taken on all hands to ensure that
the Audit Department’s action does not trench ujon, or relieve, the respon-
gibility 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 Geperal 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-
gioner, Railways, and the Financial Adviser, Military Finance, in regard to
certain matters dealt with in the Audit and Appropriation Reports (vide
paragraphs 36—39, 40, 41, 4247 and 48 infra).

Proceedings of the second meeting of the Committee appointed to exa-
mine the Appropriation Report on the Army Accounts for 1924-25
held on the 29th June 1926 at 3 p.m.

PRESENT :

*The Hon’ble Sin BasiL Brackerr, Chairman.
Mr. J. E. C. Jukes, Finance Secretarv.
Mr. E. Burdon, Army Secretary.
Mr. A. F. L. BRavNE, Financial Adviser, Military Finance.
" Colonel W. G. Ross, Military Accountant General.
- Qir FREDERICK GAUNTLETT, Auditor-General.
Mr. A. G. Barr, Director of Army Andit.
24. The Appropriation Report was discussed.

25. (Page 2, paragraph 8).—Attention was drawn to the item connected
with the raiftvay lay-out at Jamrud, which has now heen abandoned as a
railhead owing to the construction of the Khyber Railway. Information was
desired as to how the dismantled material is to be utilised, what further
expenditure is involved, and how this can be adjusted. The Financial
Adviser, Military Finance was asked to take the subject up.
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26, (Page 4, paragraph 14).—With reference ta individual trarsfers from

the Indian to the English estimates made in the course of the year and
not eventually required, the Committee were informed that no formal re-
appropriations from the Indian to the English estimates are made, and that
savings are merely ear-marked in India against expenditure in England.
The Financial Adviser, Military Finance, was asked to examine the subject
and to make definite recommendations to the Government as to future proce-
dure.

217. (Page 4, paragraph 18).—The Committee noted with satisfaction that
the arrangements for watching the progress of expenditure have become more
effective. Referring, however, to paragraph 50 of the Auditor General’s
letter 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 system of accounts is not only too complicated to enable the progress
of expenditure to be readily watched from the acogunts, but also the accounts
contain 80 many “ book ”’ and conventional iters$ and are in so many respects
divorced from actual facts that, as a means of watching and regulating
expenditure, they are of little, if any, practical value. Itis admitted that the
fairly good working results of the past two years have been derived {rom. 8
check confined to cextain items of the Budget only and one based on the
monthly statements of Treasury issues.

28. (Page 11, paragraphs 31 and 32.)—The Committee noted that the
lump cut of 45 lakhs of rupees from the Budget as a whole had been justified,
but commented upon the fact that it had not been possible accurately to
allocate the cut among the different army gramts. The explanation is to be
found in what has been said in paragraph 27 preceding.

29. (Page 13, paragraph 39).—The excess of 52 lakhs of rupees under * Work-
ing expenses of Depots’ should have been explained in greater detail. The
loss was due partly to re-pricing and partly to actual losses. Similarly, in the
case 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 adjustments. ’

(Page 19, paragraph 61).—Gross expenditure and gross receipts are
swollen by departmental charges on the one side and the adjustment of the
same charges as recoveries of departmental expenditure on the receipt side. This
result is objectionable and even absurd. It would be interesting to know to
what extent accounts are swollen by this procedure. It was stated that the:
figure probably exceeded 2 crores. But in view of their general obserya-_
tions in regard to the present system of accounts and to the fact that a radical
alteration of the system is now under d.scussion, the Committee decided not
to comment further on the mattors mentioned in this paragraph.

30. (Paragraph 29 of the Auditor General's letter)—The Army Secre-
tary explsined that in the case of army expenditure there®are certain
special principles governing the matter of reappropriation. In certain fairly
well defined classes of cases, money, which had been correctly provided in the
estimates on the basis of information then available, but which, owing to un~
foreseen circumstances, was subsequently found not to be required for the
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purpose for which it had been entered, was not regarded as at the disposel
of the administrative authority controlling the Army Department, i.c., His
Excellency the Army Member and Commander-in-Chief. The provision in
such cases reverted to the Government of India, and it was for them to decide
whgther the money should lapse or should be diverted to some other purpose,
a8 in the case mentioned in the Auditor General’s letter. The Committee
were referred to correspondence with the Secretary of Btate on the subject
of the abolition of the schedule system, in the course of which the principles
regarding reappropriation were discussed. The Committee agreed that while
reappropriations to new and optional expenditure, such as that mentioned
in the Auditor General’s letter, may be made with due suthority, and for a
desirable purpose, ‘it would be convenient for such reappropriations to be
mentioned in the annual Appropriation Report, notwithstanding also the fact
that in the strictest sense appropriation audit must be directed primarily
to the grant for military services as a whole. The Committee considered
that a distinction should certainly be observed between reappropriations
made to cover excesses inwrmal 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 disadvantages of the present system
of accounts, the Financial Adviser, Military Finance explained that the loss
of Rs. 31 lakhs referred to in paragraph 40 of the Auditor General’s letter was
due to repricing and book adjustments. The additional 20 lakhs was also
due to book adjustments. The reduction of Rs. 35,94,000 was not due to
savings in the purchase grant but represented a minus adgzstment in the stock
account due to repricing of the stock of animals in the Remount Depot.

32. The Home Accounts were then examined. Tt was noted that the avia-
tion charges in the High Commissioner’s accounts were under scrutiny, the
Financial Adviser, Military Finance, having protested against the overhead
charges.

33. In the report on the Secretary of State’s accounts the case of the British
Bervice officer, remaining at the Quetta Staff Col ege after his unit had left the
Indian establishment, elicited from the Military Accountant General the
comment that the Staff College auditor could not be expected automatically
to link up with his audit of the officer’s pay the fact that his battalion, situated
in some other part of India, had been transferred to the Home establishment.
Tt was admitted, however, that the necessary information was actually avail-
able, and the Military Accountant General undertook to issue instructions
with the object of preventing similar lapses in the future.

34. The Committee considered that the question of the incidence of charge
of Royal Indian Marine pensions brought to notice in paragraphs 22 and 23
of section I? of the Home Auditor’s Report on the accounts of the Secretary
of Btate required to be specially 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 correct adjust-

mentas.
»
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« 3B. (Paragraph 36, Section I1, of the Home Auditor’s Report on the Seoretary
of State’s Accounts).—The transaction connected with the replacement of the
Royal Indian Marine steamer ‘ Elphinstone ’ appearsto have been in order up
to the point at which payment was made by the India Office, but an irregula-
rity appears to have occurred later when the sum of £10,000 paid by the India
Office, was placed to the credit of a Suspense Account by the Admiralty and
subsequently refunded. Itmay bedesirable for the Public Accounts Committee
"to comment definitely upon the matter, but in the first instance a further and
more detailed statement of the facts should be obtained from the Marine
Department by the Financial Adviser, Military Finance.

Proceedings of the third meeting of the Committee appointed to examine
the Audit'and Appropriation Reports on the Army Aocounts for
1924-25 held on the 30th June 1926. o~

PRESENT :

Hon’ble Sir Basi. BLAcCKETT, Chairman.
Mr J. E. C. Jukss, Finance Secretary Me ‘
Mr. E. BurpoN, Army Secretary mber.;.

Mr. A. F. L. BRAYNE, Financial Adviser, Military Finance,
Colonel G. W. Ross, Military Accountant General were also
Sir FREDERIOK GAUNTLETT, Auditor General present.
Mr. A. G. Barr, Director of Army Audit .

36. The Committee examined Major General Sir Walter Leslie, K.B.E.,
C.B., CM.G.,, D8.0., Officiating Adjutant General in India with reference
to certain cases brought to notice in the Audit Report.

37. (Page 13, paragraph 5).—The Adjutant General corroborated the Army
Secretary’s statement that action had been taken locally in accordance 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 service, and carries with it serious consequences. It was
further explained that if a case were dealt with summarily which, on its merits,
ought to have been dealt with by a weightier procedure, the only action which
higher military authority could take was to censure the local military autho-.
rity responsible for applying the summary procedure ; and this action woultt-
undoubtedly be taken if justified by circumstances. An ‘expression of the
Commander-in-Chief’s displeasure is an executive punishment 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 1)—The Adjutant General explained that
transfers of family pensions from another heir to the widow were sanctioned
under regulations by the Army Commander. All other cases of transfers
were decided by the Government of India, who had power to make such
transfers at their discretion. It was further explained that the primary
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intention of Government was that family- pension should be drawn by thw
widow, .b,ut ‘that, for a variety of special reasons, soldiens were often reluctant
to nominate the widow as the heir. Transfer of pension to the widow was
therefore a normal proceeding, and for this reason the power of sanction had
been’(_ielegated.. Cases in which doubt exists whether death is attributable
to military service, and in which consequently there is a doubt whether family
p‘ensior.l is admissible or not, are, it was explained, decided 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 was pointed
out that in such cases, when the doubt is resolved, the logical course would
be to grant the 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 date, the grant
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 hatter is under
consideration.

39. The Committeemepted the foregoing explanations as sufficient and
elicited generally from the Adjutant General the fact that, since the confusion
of war had been cleared up, a very much higher standard of financial discipline
had been imposed and that irregularities involving fraud and misappropria-
tion have greatly diminished in frequency. '

40. Major-General Sir Edwin "Atkinson, K.B.E., C.B., C.M.G., CLE.,
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 assumed his present office, that the mistakes which had been
made must be acoounted for largelv by the state of confusion in which not
unnaturally the factories were found to be after the conclusion of the war,
and that owing to numerous changes of personnel it was impossible to fix
the responsibility upon any individual officer. General Atkinson further
explained in considerable detail the remedial agtion which has since been
taken under his orders. In the first instance a scientific examination of the
problem of war reserves and arrangements with the trade had rendered it
possible to reduce the maintenance of reserves of steel to & minimnm, and
such steel as is now stocked is stored in such a way as to eliminate the risk
of serious loss by deterioration and to facilitate periodical examination of
the stocks in hand and their protection against injurious climatic in-
fluences.

_ 41, The Financial Adviser, Military Finance, was thenexamined with
reference to certain cases, and the Committee ascertained to their satisfaction
that steps had been taken to prevent simi ar lapses in the future.



hooudhm of ‘the fourth meeting of the Committee appointed to examine-
the Audit and Appropriation Reports on the Army Accounts fo:
1084-25 held on the 1st July 1926,

PREBENT :

Hon’ble Sir Basit, BLackeTT, Chairman. .

Mr. J. E. C. Jukks, Finance Secretary Membe
Mr. E. Burpox, Army Secretary! rmoerss
*Mr. A. F. L. Brayxg, Financial Adviser,
Military Finance
Colone} G.IW. Ross, Military Accountant were also present.
General
Sir FREDERIC GAUNTLETT, Auditor Genernl #
Mr. A. G. Barr, Director of Army Audit

42. The Committee examined Mr. A. A. L. Parsons, C.1.LE,, I.C.S., Finan-~
cial Commissioner, Railways, with reference to cases in which it had beenr
reported that claims against railways preferred by the Army authorities had
been unsuccessful owing to delay in preliminary discussion, and the claims.
then becoming time-barred. Mr. Parsons explained the legal position of,
railways in regard to this matter, and it was agreed that the following action
should be taken :—

*(8) A form should be drawn up for use by all Armv authorities in pre..
senting claims against railways.

(¢%) A list should be drawn up of the appropriate officers on the various
railways to whom claims must be presented, if they are to te
valid.

It was further explained that the claims need not be precisely valued in the
first instance. The important point is that a formal claim should be presented
in all cases without any delay. A claim valued approximately and presented
on the approved form to the appropriate officer of the railway would not
become time-barred as the result of discussion taking place after the firat
presentation of the claim. Mr. Parsons kindly undertook to assist in dzawing
up the required form and list.

43. Major General C. N. Macmullen, C.B., CM.G., C.L.E., D.S.0,, offi-
ciating Quartermaster General in India who had assisted in the discussione.
regarding railway claims, was then examined with reference to the cases
reported on pages 13 to 17 of the Audit Report relating to losses sustained
in connection with the hire of fransport. General Macmullen explained very
fully the action which had been taken in order to put the whole mutber upon
& proper footing. This action consisted of :—

(i) The control of the hire of transport has been placed in the hande
of the loca] transport officer whose primary duty is to see that
Government transport is fullv utilised before private transport

. is hired.
! [ ]
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() A revised form of contrect has been dzawn up in conswltetion
. with the Government Solicitor. .

(#32) Rates are settled by competitive tender in consuftation with the
local Controller of Military Aceounts.

(iv) Special forms and procedure have been devised with a-view te
obviating loss and fraud in regard to the presentation of bills,
indents, ete.

The matter was dealt with in India Army Order No. 119 of 1926 and Indian
Army Service Corps Orders Nos. 26 and 51 of 1926 (Appendix), in which
not only were full instructions regarding the revised procedure given, but alse
cases of loss which had occurred in the past (some of these being the cases
mentioned in the Audit Report) were given as examples with the object of
putting the local military authorities on their guard agsinst the occurrence
of similar losses or frauds in the future. L

44. (Page 21, paregraph 5).—The Quartermaster General explained
that during the war mau$ inferior clothing was of necessity purchased and
he acknowledged that during the war inspection had been inadequate. In
the post-war system this has been remedied. Every garment is now inapeot~
ed at the factory before it is issued to the store-holding department and periodj-
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.

45. (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
handle 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
pay 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 recently occurred the question
was raised that while it is no doubt economical and justifiable for Govern-
ment not to insure their property, there is a fallacy in this proceeding unless
at the seme 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-
master General acknowledged the correctness of this proposition and stated
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that 'very many army buildings were so ill-equipped in this particular respect
that no insurance company would agree to insure them. He further pointed
out that to make the buildings insurable, in the technical sense, would cost
large sums of money. The Committee were of opinion that the subject here
discussed should be more precisely examined by the administrative and
financial authorities.

48. The Financial Adviser, Military Fmance, 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
difficulties by a reorganisation which aimed at the abolition of District audit
offices and the concentration of audit and budget control in the Commands.
This scheme.of yeorganization 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 drawnf the fact that the cost
of & certain voyage performed by the R. I. M. 8. ‘ Dufferin’ had not been
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.



APPENDIX.

India irmy Order No. 119, dated the 2nd March’ 1926.—Reviston of the

existing I. A. F. Z.-2150 *' Transport Indent” and introduction of a standard
“Transport Register.”—-1. The present 1. 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, and the Transport Indent Register will be stan-
dardised and numbered 1. A. F. Z.-2152.

2. On receipt the forms will be'taken into use immediately and the old

forms abolished. The following will be the procedure in the working of the
new forms :—

(@) The indénting party will send transport indents in duplicate to
the Officer in charge of Transport. ’

{(b) The Officer in charge, Transport, will enter up detgils in the Trans-
port Register and, based by reference to duty states of Transport
units, will.allocate the duty to a transport unit or a hired trans-
port contraMor, filling up the portion marked II of 1. A. F. Z.-
2150 in the original and duplicate indents.

(¢) The Officer in charge, Transport, will then return the duplicate
indent to the indenting unit.

(d) The Officer in charge, Transport, will send the original indent
with the order filled in, as at (b), above, to the supplying unit
or contractor; or possibly both, if the duty is split ap. In
the latter case a second indent form will be prepared by the
Officer in charge, Transport. This latter procedure should
however be exceptional and the duties will not be split up unless
absolutely unavoidable.

(¢) The transport detailed will be entered up by the Officer in charge,
Transport, in his Transport Indent Register.

(f) On completion of the duty, the transport umit, 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 charge,
Transport, who will complete the portion marked IV after
checking the “ Completion Certificate” (portion IIT) 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 send the duplicate copy inde-
pendently to the Officer in charge, Transport within 24 hours

) of the duty having been completed.

(k) The original indents after completion of Certificate IV will then

be returned by the Officer in charge, Transport, to the transport

®  units-or hired transport contractor concerned. The Officer in
charge, Transport, will file the duplicate indents in his office
under lock and key.
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(s) At the end of each month the hired traneport contractor will
submit to the Officer in charge, Transport, his hill on I. A. F.
A.-68. This bill will be supported by the original indents
endorsed “ duty completed ” as above. After check with the
transport register and duplicate indents, the Officer in charge,
Transport, will endorse the bill “correct sccording to t he
transport indent register and vouchers attached and passed 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 1. 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.

{7) The hired transport contractor will be informed that his bill has
“bedn passed to the C. M. A. for payment.

(k) The C. M. A. will return the duplicate govering memo. to the
Officer in charge, Transport, with intiffation of payment of each
billand the latter will complete his transport indent eegister
accordingly.

3. A contractor must submit, by the 5th of the month, to the Officer
in charge, Transport, his bill for all his hired transport service during the pre-
vious 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 contractor losing an indent completed for voucher
purposes, a fresh indent will be issued endorsed * Duplicate Original Indent
No............. , stated to have been lost. (8d.) ....... ...%..., Officer
in charge, Transport”’, and passed by the Officer in charge, Transport, to the

C. M. A, who after verification that no previous payment has been made will
endorse it as follows :—

“1 certify that payment for the original of this voucher has not pre-
-viously been made.”

5. By the adoption of the above procedure Supply Order Forms, I.A.F.

Z.22185 will be abolished in so far as Hired Transport contracts are con-
cerned.

INDIAN ARMY SERvICE Cores ORDERS, Part I, No. 26, baTep THE 23RD
Magon 1926.
28. Hired Transport.
The Director of 8. and T. regrets to notice inadaquate knowledge generally
of the prevailing conditions on which hired transport contracts are based.

In future each A. D. 8. and T. will keep for each station a Hired Tfansport

Diary, in which, apart from other points he wishes to record, the following
must be noted :— -

(1) Distances from the Supply Depot to the Railway Station, various
units, the Bakery and the Butchery.

(2) Distances from ‘the Railway Station to ditto.
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(8) The descriptions of the local transport usualiy employed, their
carrying capacity, and rate of movement.

(4) Any special notes about work for Arsenals. °

(8) Ditto for the M. E. Service.

(6) Y TR Y] HOSpit&lS. -

(M » . , Butchery. .
® , » , Bakery.

9 , ., , Grassfarms.

(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, and any
special notes thereon. ’

(12) Notes as to when a full cart should be used in lieu_of the pie per

‘ maund per mile system. LI

This diary must be sgarted on practical lines and not by reference to the
civil or by nerrick rates Witich often mislead. ~For instance the load usually
carried by local carts can be easily found by counting the loads usually seen
on the road. Distances should be taken off the map preferably a large scale
epe, or measured by a motor car and should be certified by the Garrison
Engineer. .

These diaries are to be in the personal keeping of A. D. 8. and Ts. and are
to be handed over on relief to the incoming A. D. 8. and T., so that the new
comer will be rapidly in touch with local conditions.

Some instances are given below to show the mistakes that have been made
in the past owing to hired transport conditions not being properly known :—

(a) Five times a8 much as was necessary was paid for stores carried

partly without and within cantonments, when they could have
been carried within cantonments the whole way.

(b) Four hours work was paid for when the 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.

(@) A contract was made for coolies to carry 40 lbs. when they had
been accustomed to carry 56 lbs. and still continued to do so,
though there was no reduction in the rate per cooly and the
State lost accordingly. v

(¢) The carrying power of lorries, thelas, and reras being unknown
and taken as the same as carts though usually double or treble.

(f) Full carts being used on the pie per maund per mile system in lieu
of a cart in the ordinary way and 80 per cent, extra paid thereon.

(9) €ontract made for 8 hours well work and the contractor only

giving 6 and stating that the remairting 2 was for rest and food,
and then clafming overtime when the full 8 hours was insisted

on.
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. (R) _Increase'of 40 per cent. given by an incorrect statement of laet
year's conditions being given in the comparative statement of
tenders.

() The system of allowing 3 pie per maund for coolies at a railway
station. When this system is not followed coolies have worked.

. satisfactorily and unloaded from the train and loaded up carts
at 7 annas per 100 maunds which on the other system would
have cost Rs. 1-9-0.

InDiaN ArMY SERVICE CoRprs, ORDERS, PaRT I, No. 51, DATED THE 12TH
May 1926.
61 Héred Transport.

In continuation of I. A. 8. C. Order No. 26, Part I, dated 23rd Mnrch
1926, the following further cases of mistakes over hired transport contracts
bave come toi\ght

(1) It was stated in the form that a day consjgted of 8 hours. Certain
carts used on the line of march were billed for at t#€ rate of 3 days for every
24 bours. This shows the necessity of not, giving arbitrary meanings to words
with well known meanings.

(2) A contractor supplied 130 carts in a month. Some worked one day,
others 2 or 3 days, m8king a total of 221 cart days. The Transport Officer
filled in the Supply Order as under :—Already supplied during March 1921.1

Number or quantity.—130 carts country.
When required.—Already supplied for 221 days.
Rates.—Hire to be paid at daily rates for 221 days.

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,
billed for 130 carts at 221 days each, and obtained the money but was subae-
quently made to refund it and was otherwise punished.

(3) A contractor had two rates—
(1) At 6 pies per maund per mile.
(2) At 12 annas per cart for 5 hours,

The carts employed in the Medical Store Depot were emplgyed under
rate (1) but were very often kept all day and never used and therefors not paid
for. An arrangement was then made for a cart carrying 10 maunds for the
whole day at Rs. 4-8-0 for the Medical Store Depot, but in the 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 1. A. S. C. being informed, though the C. M. A. was, and no
fresh contract was drawn up as required by A. R. L., Volume III, para. 144.
The new contractor in collusion with a supervisor in the M. A. D. then charged
for all carts on the 10 maunds basis, i.¢., if he had 30 maunds to lift he would
do it with 1 cart in 3 trips, but charge for 3 carts on one tnp ‘

Disciplinary action was taken in this case. *
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