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PREFACE. 

The present Manual combines, for the first time, the "In
troduct,on to In<ii.an Government Audit " with the " Intro
duction to Indian Government Accounts", It is based "in the 
main on the two earlier volumes which bore these titles, the 
former of which was prepared by Sir Frederic Gauntlett, 
K.C.l.E., K.B.E., I.C.S. (late Auditor-Gen~ral in India), 
while the latter was originally drafted by Mr. L. E. Pritchard, 
(late Accountant-General), and subsequently revised by Sir 
Frederic Gauntlett. 

· Much of the material in the present Manual is taken direct 
from the second editions of the earlier Yolumes, with such 
modifications and omissions a.s are necessitated by the changes 
which have taken place since they were published. 

At the same time the opportunity has been taken thoroughly 
to re-arrange the matter in such a•way as to facilitate a conse
cutive study-of the subject. Moreover, a considerable amount 
of new matter has been incorporated, the more important 
portions of which deal with the constitutional position of 
Audit, and incidentally of Accounts, under the reformed cons-
titution given to India in 1919. • 

This Manual has been compiled at a time when further 
changes of far-teaching importance are expected. To postp&ie 
its issue until the changes are effected would probably have 
involved a delay o! several years; while there is a certain 
advan.,tage in making available at the present stage a summary 
of the position as it now stands in order to make it easi8l for 
Prohationers,-and it is hoped for oth<\fs also,-to grasp the 
significance of the impen~ing changes as t'hey take place. 

This " Introductiop " carries no authority beyond that of 
the Statutory Rules, Codes, etc.,which it attempts to suyuparise. 
It may not, therefore, be quoted as carrying any authority ?n 
itself. It must be remembered that a summary of detailed 
Rules can only give a general conspectus of their offer t ; and 
it is incumbent upon readers to study'tihe originals, to which 
this volume is intended to serve as a aµid3. 

Ji~ 1st, 19.10. 

E,.BURDON, 
Auditor-General in India. 
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INTRODUCTION TO THE FIRST ~DITION 

OF 

AN IN'l'RODUCTION TO INDIAN GOVERNMENT AUDIT. 

THE primary object of this volume is to give probationers· 
in the Indian Finance Department some idea of the prin

ciples underlying Government audit in India, and a summary 
of the more important rules to be applied in such audit. 

It is hoped, however, that it may have a wider sphere of 
usefulness. The exposition of principle may be of value to 
senior audit officers as well as to probationers. 

The volume may also be of some use to officers of other de
partments, especially to those-. who, as controlling officers, 
constitute• an important link in the system of audit. 

As a coniequence of the primary object of the volume no 
attempt has been made to include in it any account of the 
system of work followed, or of the spetJial rules applied, in 
military audit offices. But, generally speaking, that system 
of work is based on the principles described herein, and• thus 
this volume may· also be of some assistance to officers of the 
Military Accounts Department. 

In regard to several matters the present volum~ deals 
with a transitional period. Thus the 0 principles according to. 
which re-delegation may be permitted, the resolution which 
will bring togethe~ all the financial powers of local Govern .. 
ments and the revision of the leave rules are all stift. ftlll!lettled. 
It is thought desirable, however, to issue the volume now fo~ 
two reasons. Firstly, the need for it is deemed to be urgent, 
and secondly, it is ofelt that there c9a~ be no 6nality in 8uch 

.matters, and that by t~ time these .. questions are decided othera 
• • • 

will in tum be under consideration. Moreover a pioneer volume 
such as this will probably require revision at a co&raratively 
early date, and, when the questions above mentioned hav. been 
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decided, it may be found desirable to issue a new edition in 
wh.ich any defects found in this edition can. be rectified. 

, l' des~re ~o el(lress my indebtedness to Mr. Dicksee's " Trea
tise ·on Auditing,, and for the assistance which I have received 
from Mr. Pritchard in the description of the existing 'system 
of audit of receipts and of the verification of the original record, 
from Messrs. Scott O'Connor and Avery in connection with 
railway audit, from Messrs. Levett Yeats and Rajagopalan 
regarding post and telegraph audit and from Mr. Rajagopala 
Ayyar in the chapter dealing with expenditure on works. 

I also acknowledge the close scrutiny to which the :Financial 
Member the Hon'ble Sir William Meyer, and the Secretary to the 
Government of India in the Finance Department, the Hon'ble 
Mr. J. B. Brunyate, have subjected every portion of the volume, 
and their valuable criticisms which have led to the improve
ment of many of the more important sections. 

M. F. GAUNTLETT. 
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INTRODUCTION TO THE FIRST EDITION 

OF 

AN INTRODUCTION TO INDIAN GOVERNMENT ACCOUNTS. 

THIS is meant to be a companion volume to the Intro
duction to Indian Government audit. They have the 

same end in view, viz., to present..in as simple a form as possi.· 
ble the gen~ral system of Indian Accounts and Indian Audit. 

2. Mr. L. E. Pritchard is primarily responsible for Chapters' 
• 

I to IV and VII while the original draft of Chapters V and VI 
was prepared by the undersigned. The che.pters have all been 
carefully scrutinised by selected officers, and it is hoped that the 
volume in its•present form will be found a guide to those ~ho 
have to trace tht;ir way through the intricacies of Indian 
Government accounts. 

M. F. GAUNTLEXT. 

Tke 4tk July 1914. 
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INTRODUCTION TO THE SECOND EDITION 

OF 

AN INTRODUCTION TO INDIAN GOVERNMENT AUDIT. 

THIS volume has been thoroughly revised so as to embody 
all the changes in the rules relating to audit, the rule 

defining the financial powers of the Government of India and 
local Governments, rules relating to pay, leave and pension. 
etc., which have been brought about by the introduction of the .. 
Reforms, and the consequent changes in the Gov~mment of 
India Act and the Statutory rules issued under the Act. The 
primary object with which the volume was originally issued has 
been kept in view, and all the changes which have taken place 
since the issue of that volume, have been explained in a general 
man~er so as to present a broad view of the whole srtuation. 

Mythanks a.re due to Rao Bahadur K. Ba4'ra.ma Iyer for the 
revision of the chapters relating to railway audit and a.ud~t of 
stores accounts, and to Mr. J. C. Mitra for the revision of the 
cha.pte: on Posts and 1:elegraph audit. 

M. F. GAUNTLETT. 

The 25th )lay 1922. 
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INTRODUCTION TO 'I1HE ~ECOND EDITION 

OF 

AN INTRODUCTION TO INDIAN GOVERNM14~NT ACCOUNTS. 

pis volume has been revised. so as to incorporate all the 
changes in the system of Government accounts consequent 

on the introduction of the Reforms. 
2. I am indebted to Mr. A. C. McWatters, Controller of the 

Currency, for the revision of Chapter VI. • 

M. F. GAUNTLETT. 

The 20th ltfay 1922. 
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An Introduction to Indian Government 
Accounts and Audit. 

PART I. 

A Preliminary Survey of Accounts and Aud.it 
Systems. 

CHAPTER 1. 

The Purpose of Accounts and Audit. 
'1.-

1. SUbject matter.-Thc object of this book is to give a broad idea of 
the activities of the "Indian Audit Department," which term means 
" the officers and establishments subordinate to the Auditor General, 
which are Pmploycd upon the compilation and audit of accounts of 
Government transactions in India." Before discussing the principles 
of that particular branch of accounts and audit with which this depart
ment deals, it is desirable to havo a clear conception of the phrase " com
pilation and audit of accounts." 

2. Accounts and transactions.-The word " accohnts," in the financial 
sense, has been defined as statements of facts relating to money, or things 
having money value. The facts that are incorporated in accounting 
records are described as " transactions ". ' 

3. In very ancient times accounts were kept by means of tallies and 
chalk-J;tlarks ; but for many centuries it has been the custom to reduce 
them to writing and to record them in books.* 

4. Accounting.-A mere chronological register of pecuniary trusac· 
tions (commonly called a Cash Account) wWi soon found inscfficient. 
From such a register a man could not tell, without going through every 
item, how he stood in re161.tion to his various customers, and whethet his 
business was profitable or not. It became necessary that his transactiona 
should also be classified under various heads, as for example th~ n'tl.mes of 
various customers dealt with, or of various articles dealt in; anJ that 
the results of transactions under these heads should be a.rra~nged in such 
a form as to show clearlr not merely the s~nificance of each separate 
transaction but also the combin<'d effect of any.d.esired series of tr.a.nsac
tions. The procel58 through which these" en<ls are t>ffected is called 
" accounting "•: · .. 

• See page 1 o[ Hook-keeping by Ham1lt.:>n Dl11J Ball. 

1J 
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5. • Oompilation.-To compile is to compose and arrange materials 
c:olJectcd from wther records. As will be explained later, the initial 
arcomtts cff Government transactions in India• are prepared by the 
authorities through whom the transactions occur, those autho:rities being 
unconnected with the Indian Audit Department. So far as accounts are 
concerned, the duty of the Audit Department is to compile, under difierent 
heads prescribed for Govern!llent account, those initial accounts which 
under the rules are required to be rendered to it for compilation, and to 
arrange the results of transactions under those heads in such a form as to 
bring out the combined result of all the transactions which occur during a 
given period. It has also to compile the Finance and Revenue Accounts 
of India, which embody a summary of the accounts compiled both by the 
Department itself and by other agencies and include tho results of the 
whole of tho Government transactions arising both in India and England. 

6. Audit.-The functions of Audit are essentially different from those 
of Accounts. Of the meaning of the word " audit," an excellent explana
tion can be given by quoting the following portions of a translation of 
Sir Walter Henley's" Tretyce oft Husbandry ",a work which dates back 
to the thirteenth cent.ury. * 

•' 
" Buy and sell in season through the inspection of a -erue man or two 

who can witnc11s the business, for often it happens that those who render 
accounts increase the purchases and diminish the sales. Have an inspec
tion of aC'count, or cause it to be made hy some one in whom you can 
trust, once a year, Q.nd (have a) final account at the end of the year. 
If there is any (money), let it be raised and taken from the hands of 
the servants . If arrears appear in the 
fiial acc.ount, let them be speedily raised • . Look 
into your affairs often, and cause them to he reviewed, for those who 
serve you will thereby avoid the more to do wrong, and will take pains 
to do better. In the first place he who renders accounts ought tp swear 
that he will render a lawful account and faithfully account for what 
he hs received of the goods of his lor<l, and that he will put nothing' 
in this roll save what M has to his knowledge spent lawfully, and to 
his lord's profit . Aml then, if he has rendered 
account before, see how it compares ; and if. he is found in arrears of 
money, corn, or stock, put the whole in stated money valuation, and 
charg~ it• at the commencement of his roll . . . . At the 
end of the year, when all the accounts shall have been rendered of the 
fands, the iAsues, and all expenses of the manor, take to yourself all the 
rolls, and by one or two ,of the most intimate and faithful men you 
have, make very careflW comparison with the' rolls of the accounts ren· 
dered, and of the rolls of t11e estimate of corn and stock and according 
a11 they agree you shall see t~1e industry or negligenc6 of your servants 
nntl baiJifis." 

• I am indebted to D1ckaee'a " Treatise o:t Auditing " for this quotation. 
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" The lord of the manor ought to command an.'.1. orcl.ain . tha~ the 
accounts be heard every year, not in one place but on all the manors, for 
ao can one quickly know everything and understand the profit and 
lo::is . . . . The auditors ought to be faithful and prudent, 
knowing their business, and all the points and q,rticles of .the account in 
rents, outlays and returns of stock. And the account~. ought to be heard 
at earh manor to know the profit and loss, and then can ~he. auditors 
take inquest of the doings which are doubtful, and hear the plaints of 
ilach plaintiff and make the fipes. The steward ought to be joined 
with the auditors, not as head or companion of the account, but as sub
ordinate, for he must answer to tl1e auditors on tho account for his 
doings just as another. It is not necessary so to speak to the auditors 
about making audits, for they ought to bo so prudent, and so faithful, 
and so knowing in their business, tl>i..t they havo no need of others' 
teaching about things connected with the accounts." 

7. Specie.I attention is invited to the clause which says that the lord. 
of the manor ought to command that the accounts be heard every year 
This shows that the word auditor is a3rivcd from the Latin " auditor," 
the ancient practice being that the parties whose accounts were audited 
should attend before the auditor and vouch them orally. The practice 
was perhaps necessary in bygone days when few people could read or 
write. It is possible even that the auditor himseli could not read but 
heard the accow1ts read out by the clerks. The"lllen responsible for the 
accow1ts vouched for the accuracy of the entries, and the auditor being 
specially chosen for his prudence, faithfulness and knowledge of the 
business, was ablo to satisfy the lord ·of the ma.nor that the acc6unts 
rendered accurately portrayed tho exact state of affairs. 

8. The Audito'I'.-" Audit" is therefore an instrument of financial 
cont.al. In its relation to commercial transactions, it acts as a safeguard 
on behalf of the proprietor (whether an individual or a group of p~rsons) 
against extravagance, carelessness, or fraud O!l the part of the proprietor's 
agents or servants in the realisation and utilisation of his money or other 
ast111ts, and it ensures on the proprietor's behalf that the accounts main
tained truiy represent facts, and that expenditure has been incurrcJ with 
due regularity and propriety. The agency employed for tihi11 purpose 
is called an" auditor." 

9. It is essential that a similar watch should be .mainfi\ined over th~ 
financial transactions of a Government, ~d that the agency employt1d 
for the purpose should b'e independent of the agents or servants ot GoYern
ment who a.re entrusted with the rea.lis:i.tio'.9- and utilisation of public 
money or other.assets. The task is entr12Bted in India to the Indian Audit 
Department. So far as its audit duties are concerned, the position of the 
Indian Audit Department in relation to Gov~ment trlnsactiona in 
India. is exactly the _same as that of an " auditor." It must ensure 
that the accounts maintained tru~y represent ftcts, that the ruibS and 

B2 
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Ordfll's framed by, competent authority have been obeyed, and that the 
expenditure• has been incurred with due regullfl'ity and propriety ; 
and it must bring to the notice of competent authority any iITfgularity 
or impropriety in connection therewi*. 

10. Before leaving this introduction to the subject, attention may be 
drawn to the way in which the principles enunciated 700 years ago in 
the extract quoted in paragraph0 6 still apply, as will be shown in this 
Manual. Prompt payment Qf money into the treasury, the strict follow· 
ing up of arrears, the necessity for accounts accurately portraying the 
facts, the value of checking the account~ and of conducting local inspec
tions, periodical stock verification and the check of stock with the ac
counts, were fundamental principles then as they are to-day. Principles 
which bave held good for so long a pllriod must contain the essence of 
1mportanue. 
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Indian Government System of Accoants and Aadit, and Commercial 
Systems. 

(A.) AooouNTS. 
11. Tke difftrence between G01iemment and Commtrcial junctions.

The principles of Commercial and Indian Government Accounting differ 
in certain essential points. The difference is due to the fact that, while 
the main function of a Commercial concern is to trade, that is to take 
part in the production, manufacture or interchange 0£ goods or coremodi· 
ties betwuen different groups or individuals and thereby to make profit, 
that of a Government is to govern a country and in connection thertlwith 
to admini11ter the several departments of its activitie11 in the best way 
possible. 

12. The pri.ncipks and metliods of ~rmimercial accounting.-A non· 
Government Commercial concern deals primarily with the utilisation of 
Capital for the purpose of making a profit ; and it is interested to see 
at inter;vals how it stands in r<'lation t.o its debtors and creditors, whether 
it is gaining or losing, what are t.he sources of its gain or loss, and whether 
it is solvent or insolvent. • 

13. In order to obtain ready answers to these questions the concem 
has to keep a s1stem of detailed accounts. In respect of each per~on 
dealt with, each class of asset hel<l, ea.ch article dealt in, and each depart
ment of its activities, it maintains a sciparate account so that the result 
of the transactions in each case may he ascertained. It then becomes 
neceBSary for it to collect the results of all these accounts in one place in 
order to record the assets and liabilities tmder different heads and tip.ally 
to prepare the manufacturing, trading and pwfit antl loss acoount," and 
balance-sheet, which shall show what is the gain or loss of the concem 
as a whole, and whethn it is solvent or insolvent . 

• 
14. It is the generally accepted practice in the commercinl wo1 ld to 

maintain account books by the Double Entry system, which i§ 'based on 
the fact that in every transaction or financial change two parties or 
accounts are involvfid, one giving and the other receiving.• Under that 
system every transaction, therefore, require~ two entl'ics in the books, 
one against the party or account giving and tha other against the party 
or account receiving. Further, if the conCern. is a manufacturing one, 
it has also to ma.it.tu.in sets of books for (atcosting, and (b) stores &ll<'.Ount

ing, in order to ascertain as regards (a) the <',()St of production of each 
article so that its selling price may be fixed accorc.{ingly, and'as regards 
(b) that there is an efficient systeJ~ of s~ores control. 
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15. The 11rincfples of GotJemment accounting.-'J.he activities of a good 
government in any country are determined by the needs of th\ country. 
The main branches of its activities being known, it is a matter for decision 
what expenditure will be necessary during a.ny year in carrying out these 
activities. After a decision has been reached on these points it becomes 
necess:ny to determine how to rllise sufficient money to meet that expendi
ture 

16. The cl.:mi6.c.1tion in the accounts of the transactions of the Indian 
Government i~ deter.nine~ fi.rJtly by tii.e administrative classification of 
the activities and secon•lly by tho classification of the nature of the 
tran .a.ction1. The accounting is therefore more elaborate than that fol
lowed in commercial accounts. But (leaving out of consideration for the 
present the accounting of expenditure met from Loans, and certain 
snb3idiary and technical accounts, which will be considered in Part V 
of this Manual) the immediate objective of Government accounting 
is not to ascertain the gain or loss on the transactions of the 
Government as a whole in car,ying out its activities. The metl1od 
of budgeting and accounting unner the Service Heads is net designed to 
bring out the relation in which Government stands to its materia.1 
assets in use, or its liabilities due to be discharged at more or less distant 
dates. The accounting methods adopted for commercial concerns, 
and the preparation of Manufacturing, Trading and Profit and Loss 
Accounts, and a Ba.lilnce Sheet, in the commercial sense, are therefore 
unsuitable and unnecessary. In its Budget for a year, Government is 
interested to forecast with the greatest possible accuracy.what is expected 
to Tm recei~ed or paid during the yoar, and whether the former together 
with the balance of the past year is sufficient to cover the latter. Similarly 
in the compiled accounts for that yea.r, it is concerned to see to what 
extent the forecast has been justified by the facts, and whether ii has a 
surplus or deficit balance as n result of the year's transactions. On the 
basis of the budget and the accounts Government determines (a) whether 
it will be justified in curtailing or expanding its activities, and (b) whether 
it can and should increase or decrease taxation accordingly. 

!?. The purpo.~e of Gooerntnent and cO:,,,mercial Accounts.-The 
Governm°'tt Accounts are therefore designed to enable Government to 
determine how little money it need take out of the pockets of the tax
payers in ol\ler to maintain its necessary activities at the proper 
standard of efficiency, whi~ non-Government Commercial Accounts are 
de3igncd to show how• much money the <!oncern can put into tho 
pockets of the proprie~rs ~onsistently with the maintenance of a 
profit-earning standard in tM concern. 

18. 001/"mercial Ent.erprises conductt.d by Goocmment.-Thcre are, 
however, certain ent<rprises of Government which are conducted on 
com:rpercial lines, and in these onwrprises the essential formalities of 
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commercial accounts ~re strictly observed. In those clses ip which-the 
commercial books of the enterprises are kept outside the regular Gov
ernment l.ccount, a. link is maintained between the two to show how 
much is coming into Government revenues from each enterprise and 
how much is spent by Government, either as ca!Vtal or revenue expendi
ture, in carrying on its activities. 

19. The method of Government Acrounting.-The mass of tlie Govern
ment accounts are kept by single entry. 'fhere is however, a portion 
of the accounts which i.s kept OR the double entry system, the main 
purpose of 'vhich iM to bring out hy a more scientific method the balances 
of accounts in regard to which Government acts as a banker or rcmittcr, 
or borrower or lender. Such balances arc, of course, worked out in the 
subsidiary accounts of the single entry compilations as well, but their 
accuracy can be guaranteed only by o. periodical verification with the 
ho.lances brought out in the double entry accounts. 

(B) AUDIT. 

20. Princi-eles of Audit.-As stated nf•paragraphs 8 and 9, audit "hould 
be conducted 'by an agency independent of the authority charged with 
the duty of carrying on the business and of maintaining accounts of the 
ti ansactions which pass through his hands. This principle 1s strictly 
observed in Commercial audit, although when auditing small concerns 
the auditor often finds the accounts so badly pr,pared as to render it 
necessary for him to build up a very large portion of the fabric of the 
accounts from the initial records. This work is, however, incidental to 
and not an esse~tial part of his duties as an auditor. 

21. Purpose and procedure of Commercial Audit.-In Commercial audit 
at the present day the main object is to present before the proprietor or 
proprifltors of the business an accurate statement of the position of affairs 
together with a profit and loss account showing how this position has been 
reached. In the case of Companies the duty.of an auditor is main9ty in 
the interest of the shareholders, who are practically sleeping partners in 
the business. The directors are the active partners ; and the au<litor on 
Leho.If of the sleeping pl!rtnel's -the shareholders-has to examme the 
accounts and the balance-sheet prepared by the directors an9. t4) report 
to the shareholders whether in his opinion those accounts a.re correct, 
and fully and fairly disclose the position of affairs, or in «hat respec..U! 
they fail to do so. 

22. On pages 3 to 5 orIJicksee's Auditing ;,iU be found a set of instruc
tions to commercial auditors. The proc!clur~ of commercial audit a• 
there detailed me.y be summaris<'d bricfly•thus :--.. 

'l,he first step is to ascertain the authorities competent ~o sanction 
expenditure, to receive or pay money, or to incur.liabilities, on behal of 
the firm. 
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·The secand is'-to understand the system of accounts followed. 

The third is to check aH far as posRible thf' accuracy of t¥ original 
record, namely, the cash book. 

The f oorth is to selil t;hat all transactions are in accordance with the 
minutes of the meetingR of the Board of Direct.ors or the orders of com-
petent authorities. · 

The fifth is to investigate unusual items. 
The sixtl1. is to check the compilation of the. accounts from the original 

records and to suggest corrections in the classification of transactions. 

The se1Jenth is to review the procedure of stock-taking and of pricing 
the goods on hand. 

The eighth is to check or prepare the financial results, that is the 
Manufacturing, Trading and Profit and Loss Accounts, and the Balance 
Sheet, which will indicate accurately the progressive position of affairs. 
'J'his necessitates also the investigation of depreciation of property 
(buildings, machinery, furnitw:e, etc.), the soundness of investments, 
debts due to the firm, and the correct allocation of expenditure to 
Capital Account. 

23. Dijjerencc between a Government and a commercial firm necessitat· 
ing differences in audit procedure.-Unlike commercial audit, the audit 
of the transactions of the Government of India is entrusted entirely 
to Government officials ; and this difierence has influenced largely the 
system of audit adopted. As will be explained in Chapter 12, the 
chick of receipts is in most cases left. to the departments respon
sible for the collection of revenue. Similarly the check of stores and 
stock is, as will be explained in Chapters 18 and 31, almost entirely 
left to the departments in whose custody they are. 'fhe audit of 
expenditure in India is, however, performed mainly by the "Indian 
Audit Department which is independent of the spending depart
ments. This departmeni:' is, as has already been stated, also respon .. 
siblc for the compilation of the major portion of the accounts which 
it audits. The whole of the work of auditin(:( the expenditure is not, 
however, cor:ductf. d by this independent department, but, as explained 
in parawaph 25, part of the work incidental to audit is also per

, formed by the spending departments. 
24. India' is 110 vast a country and Government activities are ·so 

various that it is impossiblg for independent Audit Officers, working (as 
they do) almost entirely c'lt headquarters, to be as closely in touch with 
the facts to which the ac~omHs refer as the officers of the department in 
whi1·h the revenue is realised a~1d the expenditure is incurred. 

25. Thy,s, the Audit Officer has no personal knowledge of the quantity 
or quality of the work done by a contractor, of the quantity or quality of 
goo1l~ r.upplied by a s•pplier, of th~ number of coolies employed each 
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day on a work, or of the agreement between the storei.accounts and the 
stock of stores. The· payments are in many cases made at treasuries the 
officers i'1 charge of which are not members of the Audit Department ; 
while in others the bills a.re either presented to, or are prepared by, 
disbursing officers of other departments. Thus the preliminary exami
nation of bills which are paid at treasuries o: by disbursing officers 
of other departments is primarily left to the Treasury Otµcers, or to 
officers of those other Departments. The exact nature of the work 
done by these agencies will be discussed later when we attempt to deal 
with the details. For the present it is sufficient to remember that under 
the Government system of audit the executive officers of the spending 
departments, as well as officers in charge of treasuries, take an import
ant share in the scrutiny of expenditure. 

26. Another point of difference between commercial and Govern· 
ment audit is that, whereas the former is more often than not periodical, 
the latter is alm<>Ht entirely continuous. This is due to the greater 
volume of work to be done and to the fact that a large part of it is con
cerned with personal claims which h1nll to he finally adjusted with the 
utmost promptitude. 

27. Procedure qf Gm;trnme:nt Audit as com1pared wi£k Commercial 
Audit.-It is obvious that these differences in conditions must alter in 
detail the system of audit. ; and it is interesting to compare with the 
main factors of commercial audit, set out in pllll'agraph 22 above, the 
main ohjects of Government. audit, which, as set out in Articles 123, 
130, rn7 and 1;is of the Audit Code, ~re to eusure--

(a) that .the expenditure has been incurred by an officer com
petent to incur it ; 

(b) that the expenditure has received the sanction, either special 
or general, of the authority competent to sanction it ; 

(c) tha~, if it is votahle expenditure, it_is covered by a gran1'sanc
tioned by the legislature ; 

(d) that, if it is non-votable expenditure, there is provision of 
funds, sancttoned by competent authority, to <~over it ; 

(e) that the expenditure does not involve a breach oiauy of the 
canons of financial propriety laid down in Rule 11 of tl•o 
Auditor General's Rules; 

(/) that payment has, as a fact, been made and has been made to 
the proper p~rson, and that it his been so acknowJedged and 
recorded that a second claiia ag~inst Government on the 
sam111 account is impossible ; • • 

(g) that the charge is correctly claaeified, and that, (as in the case 
of Public Works and Fonet accounts) if a chal!ge is debit
able to the peNonal accoaat of a contractor. employee or 
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other fndividual, or is recoverable from him under any rule 
or order, it is recorded as such in a prescribed account; 

(It) that all sums receivable are duly paid to the proper officer and 
brought to credit l1y him ; · 

(i) that stores are priced with reasonable accuracy, and that the 
rates are reviewed ftom time to time and revised when neces-
sary; and . 

(j) that stocks are counted and otherwise examined periodically, to 
ensure that the balances on' hand represent the quantities as 
well as the values borne on the account books. 

28. 'l'his comparison is made in detail below :-
(a) The fwst and fourth steps of commercial tmdit,--to ascertain tlie 

authorities competent to sanct·ion expe1iditure or to receive or pay 
money, etc., and to see that tlte tra'/11,sactions are in accordance 
with the minutes or orrl.ers. 

The::1e correspond with clauses•( a) to (d) of paragraph 27. In Govern
ment accounts the minutes and orders are represented by the Govern
ment of India Act, the Audit Resolutions, the authorised Codes, and the 
re::1olutions and orders of the Central Government, local Governments and 
other authorities. The volume of such orclers is immense and this por
tion of audit looms so ·large that it tends to overshadow all the other 
branches. 

{b) Second, step of commercial audit,--understandmg the system of 
accou·nt followed. 

It is unnecessary to put this forward as a main object of Govern· 
ment Audit, because in India the form in which the initial accounts 
should be kept and that in which the accounts should be rendered to the 
Audit Department are largely determined by the agency which audits 
them and, after a. certain point, also compiles the major portion of them. 
The system of accounts followed is described in the Audit Code and the 
relevant Account Codes. 

(~ fkfrd step of commercial audit,-clteck of the acuuracy of the 
original rooord. 

Ola.use (/)•of paragraph 27 may be held to correspond with this. But, 
as stated in para.graphs 24 nd 25, the check of the accuracy of the origi
nal records is left to a grelt ei:tent to the executive officers of the spend
ing clepartments, and thi11 cheqk is supplemented by a test-audit at re
guln.r intervals by officers of the Audit Department. • 

(d) J"ijth step of.commercial audit,-'inveatigation of unusual items. 
Tl\is corresponds with clause·(e) of paragr.iph 27. 
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(e) Sixth step. of comfMt"ial audit,-check of 'the t!'Vmpilation of 
aecou.nts and of tke classification of transactions. 

Checking of the compilation of accounts is not specifically mentioned 
in tP,e list of objects of Government n.udit. As stated in clause (b) of 
this paragraph the greater number of the accoftnts are, after a certain 
point, built up by the auditing agency itself and the preljininary ac
counts are checked by the Audit office as explained in ctause (c). The 
compilation made in the Audit oflicc is test-checked within the depart
ment ; and in the cases where oocounting is separate !rem audit and 
the compilation of accounts is left to the administrative departments, 
every process of compilation leading up to the final account is test
checked by the Audit Department. 

In Government a.L1dit the classification is thoroughly checked by 
the Audit Department where that department is responsible for the 
co'llpilation of accounts, ancl i~ test-check' d where compilation is left 
to the Admi.ti.,trative Department. 

(/) Sevi.,,,tk step of commercial ~it,-· check of the accuracy of tlze 
acwunts of stores or ,goods. 

Thi~ corresponds with clauses (i) and (j) of paragraph 27. 

(g) Eiglith step of commercial audit,-t/1e preparation of the MantJ
facturing, Trading and Profit and Loss accounts, and the 
Balance Skeet, necessitating tlte investi!ltltion of depreciation of 
property, the soundness of investments, debtll due to tlte firm, 
and ~he correct allocation of expenditure to Capital .Account . 

• In the ordinary accounts of Government there is nothing to com• 
pare with these accounts which form the summary of the financial 
transactions of u. commercial firm during a certain period. Its place 
may be said to be taken by the annual Budget Statements and by the 
Fina.nee and Revenue Accounts of the Government of India. Ho1ever, 
iu the case of Government undertakings of a quasi-commerch .. l character, 
the financial results are ascertained and reviewed outside the regular 
accounts through pro fornW. accounts which are prepared separately 
for the purpose, and these proforma accounts are prepared on a f:trittly 
commercial basis. 

In the regular Government account the correct allocation of e:xpet:-. 
diture to revenue or capital heads of account is checked 'by the Au.Jit 
Department. 

2!J. Mr. Dioksee in hrs work on Auditing ltates that the obje1~ts of 
•Llltlit may be said to be threefold :- • 

(1) det;ction of fraud; 

(2) detection of technical error1:1; 

(3) detection of errors of 'ijrinciple. 
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Here again due allowance has to be made for tbe differences in con
ditions between the Indian Government and a commercial firm, and the 
differences between the agencies which prepare and audit the lt.ccounts 
in the two cases. Thus in Government audit there is little scope for 
detection of errors of prirciple (that in, in the system of accounts adopted) 
as the responsibility for deterlJlining or advising as to the form in which 
accounts should he kept devolves upon the Auditor General. The other 
two objects are, however, sufficiently provided for under the Government. 
system as explained below. 

30. As regards the detection of fraud, it must he remembered that, 
as explained in paragraph ~5, pa.rt of the work in connection with the 
scrutiny of expenditure, is entrusted, for the sake of convenience and 
economy, to the officers of the spending departments. A fraud in respect 
of expenditure would in some cases indicate a payment to which tJ1e 
payee is not legally entitled. or in others a payment made in respect of 
a claim which is not in accordance with tJie facts. Under the existing 
arrangements the certifiC1atinn as to the initial facts is left to the exe
cutive officers, and the Audit D~partment verifies a cert"in percentage 
of tJiem at local inspections. Most of the frauds are thus checked or 
detected in the coUJ."se of the scrutiny by the executive officers. The 
Auriit Officer11 also render valuable assistance in indicating directly 
or indirectly to the executive officers defects or irregularities which 
re 111ir~ their attentiot1. This subject will be discussed in detail in 
Chapter lOL and it will Huffice to state here that the checks prescribed 
1'or ex.ecutive officers, supplemented by occasional local t1oudit and conti-
nuous cent.ral audit, sufficiently provide for the detection of fraud in 
the Government system of audit. As to the detection of tec:hnical errors, 
the bulk of the work of the Audit offices used to fall under tJiis category ; 
and it was one of the chief complaint11 against the Audit Department that 
this h1:1d been their main work. -31. l t is apparent that "this was uot altogether 11. fair criticism inas
much as it overlooks the following facts :-

(a) 'fhe otlicerH of the Department have 'moulded and 11till mould 
dihe form of the account11 and thus prevent errors of prin
ciple. 

(b) Wherever they have started work in a fresh field, as in Local 
Fund audit, the!r pioneer work has been very valuable. 

(c) Their indirect lWrk in the prevention and detection of fraud 
is important • 1 

(d) The enormous num~er of objections raised is clue to-

(i) the eytremf' elaboration of the rules to Le applit>d in 
audit; 
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(iii) lack of intelligence or undue rigidity on the part of the 
auditor. 

Critics ought not to forget, as they sometimes do, that the officers 
of the Department are not responsible for cau!e (ii), "'hile the ultimate 
responsibility for cause (i) rests with Government even though they 
may have sought the advice of officers of the Audit Department in 
framing the rules. As regards cause (iii), it is important that officers 
of the Department should rectify it in so far as they are empowered 
to do so ; but the " rigidity " of which complaint is still made is often 
due to the rigid character of Statutory Rules which admit of no relaxa
tion otherwise than by a revision of the Rules themselves. 

32. The Constitutional Reforms of 1919, which invested Aud.it with 
a higher responsibility and a greater power of initiative, enabled Audit 
Officers to devote more attention to the broad principles of legitimat~ 
public finance and to the manner in which the various executive officers 
w1dertake their more important finanpial responsihj}ities. 
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CHAPTER 3. 

l CBA.P. 3. 

Brief Historical Account of Audit and Accounting in India. The Func
tions and Position of the Auditor Gilneral. 

33. Before proceeding to aeal with the subjects discussed in this 
book, it is necessary to give a brief historical sketch of the origin and 
growth of the Indian Audit Department and its functions and position 
in the field of the Constitutional Reforms introduced by the Govern
ment of India Act of 1919. 

34. The Position before 1857.-Up to the time of the Mutiny of 1857 
the system of audit and accounts was wanting in cohesion. Ea.ch Pre
sidency had its own Accountant General and staff ; and, in the absence 
of uniformity of classification in the accounts prepared in each Presi
dency, there was no proper system in India for compiling the general 
acoounts of India as a whole. The functions of audit and accounts 
were scattered. Fixed charges ~uch as salary bills were preaudited 
by Civil Pa,Ymasters before payment. Payments were matle by Collec
tors of Land Revenue, who rendered classified accounts to the Account
ant, Revenue Board, who sent them on to the Accountant General, 
an officer who was in charge of Ways and Means and compiled the ac
count figures for the Presidency. Emme post-audit was done, in respect. 
of debt and deposit heaas by the Accountant General of the Presidency, 
and in respect of expenditure by officers known as Civil Auditors, who 
were officers of the Finance Department of the Central government . • 

35. The Reforms of 1860.-The first reform of this system was ini-
tiated by the Court of Directors in 1856, and by 1860 was carried out 
in the following manner. In the first place the procedure prevli,j.ling 
in the Presidencies was assimilated, a general department of audit and 
account was formed for the whole of India, and the post of " Accountant. 
General of the Government bf India,, was created, who was afterwards 
to become Accountant and Auditor General, Comptroller General of 
Accounts, Comptroller and Auditor General, and lastly Auditor General 
in India. A budget system was introduced, ant following the English 
precedent •a.If Audit Board was established with the prime object of 

'oopducting a monthly appropriation audit which shonld form the basis 
of a more effeative administrative control over actual as compared 
~ith estimated expenditure. , 

36. The Reforms of 186•.-The Board, howe~er, did not last long. 
In 1865 an enquiry was condu~ted into the constitution and mode of 
conducting the business of the 1inance Department and' of the offices 
of accounts 11ftached to that department. As a result of the enquiry 
the Boa.rd of Audit wo.s abolished. Departmental accounts of receipts. 
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• • such as the account. of Land Revenue, were rendered net to the ac· 
counts o~cers but to the executive authorities in charge, who were to 
be responsible generally for the audit of receipts. Similarly, depart
mental officers were to pass charges, subject to post-audit, instead of 
relying on Paymasters to pass charges for the:& ; the Paymasters dis
appeared, and so also did pre-audit except at headquarters. Accounts 
work was divided, the primary stage being assigned to treasuries, and 
the final stage to the accounts office. The work of audit, which haa 
been scattered, was centralised .in the Accountant General's office in 
each Presidency ; and the head of this audit and account department 
was designated Comptroller General of Accounts, his duties being :-

( i) the management of public debt; 
{ii) the supervision of the accounts of those treasuries which 

were immediately under officers subordinate to the Gov
ernment of India ; and 

{iii) the administration of the central office of accounts, this 
item covering the whole duties of the Auditor General as 
~xercising appropriation audit. 

Thus from this time the foundations of the present combined audit and 
account system were laid. 

37. The Rej<Yrms of 1870 and subsequent dates.-In 1870, the manage
ment of the Paper Currency was transferred from the officers of the 
Mint Department, to whom it had formerly been entrusted, to the Ac
counts Department, and the Comptroller General of Accounts hers.me 
the Head Commissioner of the Department of Issue of the Goverm'bent 
Paper Currency. In 18801 the Appropriation Report was introduced; 
and the title of the Comptroller General was changed to Comptroller 
and Auditor General. In 1882, he was associated with the Financial 
Secretary in the work of checking and compiling the budget and the 
Financial Statements. 

38. Between that date and 1914 the status of the office remained 
unchanged, but various changes took place in the duties attaching to 
it. Thus the detailed \\Tork of the Public Debt Office was mitde <'Ver 
to the Bank of Bengal, though the general supervision anti "ontrol o{ 
this work remained with the Comptroller and Auditor General ; and 
to his work were added the new duties imposed by the.Indian Sem•rl
ties Act, and the Administrator General's Act, and also the cu11todY' 
of Securities lodged witli. Government Offi&rs . 

• 39. The duties of the Comptroller alld J\uditor General in relation 
to Accounts aad Audit were also ver)" largely increased by the addi· 
.tion to his work and responsibilities resulting from:-

(a) the amalgamation of the Public Werks Accounts with the 
Civil Accounts ; 



16 

40-43] BRIEF HISTORICAL ACCOUNT OF AUDIT 
AND ACCOUNTING Il!J INDIA. 

[CHAP'. 3. 

' (b) th~ a.uclit of the books of Government P.tesses; 
(c) the charge of the accounts of the Military Works, Service; 

and 
(d) the transfer to his controi from tha.t of the Railway Board 

of the Railway accounts and audit. 
In each of these cases the underlying cause of the change was the 

realisation that it is undesirable to allow any Executive authority to 
exercise control over those officers to whom is entrusted the duty of 
scrutinising the regularity and propriety of its financial transactions. 
The need for such a change arose not merely on theoretical grounds but 
also as a result of certain concrete cases in which attempts were made 
to bring undue pressure to bear on officers entrusted with accounting 
and audit duties. The importance of this point is further discussed in 
Cha.pt.er 4. 

40. The cumulative efiect of all these changes was that, while the 
complexity and importance of his accounting and audit duties and res
ponsibilities were largely increa.se'l, the Comptroller and Auditor General 
was in addition burdened with such multifarious duties as' the adminis
tration of the Currency Department, the administration of Coinage, 
the control of Ways and Means, the custody of Securities, and the dis
posai of Public Debt questions. 

41. It became incrM8ingly evident that the concentration in one 
office of responsibilities so numerous, varied and complex imposed an 
impossible strain upon the incumbent, and at the samo time was not 
in th'.e best ip.terests of Government. 

42. The question was carefully reviewed both in India. a.nd in Eng
land ; and, as a result of a detailed discussion of the matter between 
the Government of India and the Secretary of State, the latter in his 
despat-,,h No. 149 Finl., dated 28th November 1913, sanctioned the 
creation of the post of the• Controller of the Currency, transferring to 
him the duties connected with the Mint and Assay, Paper Currency, 
Council Bills, Exchange, Gold Standard Reserve, Rupee Loans, Public 
Debt Offices, Ways and Means, Treasury Tran8fers and Deposit, and 
custody ef Gecurities. Thus henceforth the Comptroller and Auditor 
General remained responsible solely for accounts and audit. It may 
be mentioned 1ere that, although the Comptroller and Auditor General 
1was relieved, among other things, of all responsibility in connection 
with the Currency and Retothce work, ce1tain e'.%ecutive duties relating 
to these subjects were for a ti1DJ left to be performed by the Accountants 
General of provinces, who,"in this respect, were answerable to the Con
troller of the Ourrency. 

43. The Position und,er the Reforms of 1919.-This position remained 
11nalter,eJ. till the date of the Reforms, of 1919. With the Reforms the: 
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office of the Auditor.General in India, as he has sincf, beeil designated, 
was for the first time statutorily recognised under Section 96 D(J) of 
the Government of India Act, and in audit matters he was made by 
statute independent of the Government of India. He is also now re
cognised as the administrative head of the Indian Audit Department, 
subject to dependence in some respects upon the GoverD.ment of India, 
and has been given extensive powers in regard to Governmen.t account
ing. Even before the Reforms the Auditor General was independent 
of the Government of India in q.udit matters ; and, although the Gov
ernor General had the right of appointing him and removing him from 
office, in both cases the approval of the Secretary of State in Council 
had to be obtained. This position was, however, secured by executive 
orders issued by the Secretary of State, whereas now there is a statu
tory recognition of the special features and prerogatives of his cffice 
by a formal provision m the Government of India Act itself. By 1921, 
the remaining duties unconnected with accounts and audit, namely 
those in connection with Currency and Resource work, were completely 
taken away from his department, although in Madras and Burma the 
Accountants General still function as ex-ojfict'o Deputy Controllers of 
the Currency. 

44. The functions of the Auditor General in India are defined and 
prescribed in " The Auditor Genera.l's Rules ". These are Statutory 
Rules which are made by, and may be amended by, the Secretary of 
State for India in Council under Section 96 D(l) of the Government 
of India Act of J919. These rules detail:-

(a) The conditions of the Auditor General's employment. 
(b) His duties and powers as regards Audit. 
(c) His duties and powers as regards Accounts. 
(d) His administrative powers over the Indian Audit D.tpart-

ment. • 

45. All audit and accounts instructions issued by the Auditor Gene
ral in the form of code• rules or otherwise derive their authorit.y from 
the Auditor Genera.l's Rules. As will appear later, the pre&~nt M&.nual 
is concerned primarily with the subject matter of headings (b) and (cj 
of the preceding paragraph. · 

46. Tlw Functions and Powers of the 4utlitcw GeneTal in regard to 
...4.udit.-In regard to au~it, the Auditor GenNal is now respeinsible for 
the efficiency of audit of all expenditure lb Io.dia from the revenues of 
India, while in the case of receipts, and ~tores and stock, he has to per
form such audit as may be required by the Governor General in Counril. 
To give him an independent position in this respect he had' been cons
tituted ·as the final audit authoritol' in India and bas been given ~owera 
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" to frame fules in all matters pertaining to audtt particularly in res-
pect of the method and extent of audit and the raising and :pursuance 
of objections," subject in both cas~s to any general or special orders 
of the Secretary of State in Council; and also to E'nforce his audit objec
tions subject to certaid conditions. Provision has also been made in 
the Auditor General's Rules tb.at, on the Appropriation Accounts (whe
ther prepared by his sta.~ or by other accounting authorities), Reports 
showing the results of audit shall be prepared annually by the proper 
Audit authorities and submitted to th--3 Auditor General. The Auditor 
General forwards these Reports, with his comments thereon, to the local 
Governments concerned or to the Governor General in Council, as the 
case may be, and through them to the Public Accounts Committees 
of the respective legislatures. He also prepares, on the basis of these 
Reports, his own annual Review of the results of the audit conducted 
by his staff, and submits it through the Governor General in Council 
to the Secretary of State for India. 

47. The Functions and Pow~s of the Auditor GtmeraZ in regard to 
Accounts.-ln account matters, the responsibility for th<" compilation 
of the Finance and Revenue Accounts of the Government of India has 
been laid upon the Auditor General. The form of these accounts is 
prescribed by the Secretary of State in Council, but the Auditor General 
determines the form in which the accounts of both Central and Provin
cial Govemmruits are to be maintained by tht: Auilit. Depart.meut, and 
in which officers rendering accounts to the Indian Audit Department 
are to render such accounts, and to maintain the initilll accounts from 
which the ·accounts so rendered are compiled or on which they are based. 
The power to determine the classification of an item under a major or 
minor head in the public accounts is also reserved to the Auditor General. 
He is, however, under obligation, as a natural consequence, to s~pply, 
or to.arrange that officers subordinate to him shall supply, any infor
mation required by the Gt>vernor General in Council or by local Gov
ernments which can be derived from the accounts maintained by his 
staff, and to render such assistance as may be r~uired by the Govern
ment of India or the local Governments in tlie preparation of their 
.annual lT.J~ets. 
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CHAPTER 4. 

The Relation of Audit to Accounts. 

48. Former Proposals to separate Audit from. Accouf!-t& in Indi,a.
We have already seen, in paragraphs 8, 9 and 20, why it is desirable, 
in the interests of honest and sound finance, that business transactions 
should be subjected to the audit scrutiny of an agency independent 
of that charged with the duty of maintaining the accounts of those trans
autions. Theoretically the same principle should apply equally ,to Gov
ernment transactions in India. In practice, however, as explained in 
the brief historical summary given in Chapter 3, a system has grown 
up in India under which the accounts of transactions a.re maintained 
a.nd 1rndit.ed by one and the same agency, the head of which is uow in
dependent of the authorities responsible for the transactions. Before 
1913 the Comptroller and Auditor General was, even in audit matters, 
subordinate to the Government of India whose accounts he audited ; 
but from that date a. partial independen;e of his position in this respect 
was established by the executive orders of the Secretary of State ; and 
with the passing of the Government of India Act, 1919, the full inde
pendence of his position as an auditor was statutorily recognised. It 
may now be said that the procedure generally in force provides a com
plete and independent audit of the transactions. themselves, but no 
audit at all of any but purely initial accounts. 

49. Before the passing of the Act of 1919 proposals were put forward 
on four separate occasions for the adoption of changes which would ha·ve 
the effect of making applicable to Government transactions in India 
the theoretical principle that audit should be independent of the account
ing authorities. The first proposal was made in 1880 by the India 
Office Committee appointed to enquire into the system of Military ac
•counts in India ; the second by the Secretary .of State himself in 1'889, 
when the questioIJ, of his power of control first ca.me under ctiimussion ; 
the third in 1900, by the Royal Commission on the Administration of 
Expenditure in India ; and the fourth by the Secretary of Statb a.gain 
in 1913, in connection with the proposal to relieve the Compt;oller sa.d 
Auditor General of those of his duties which have since been• trans
ferred to the Controller of the Currency. 

50. The Theory of the Independence of Audit.-Thes1:i UJa\.l111Kuuua 

were on each occasion somewhat confused b) a failure to distinguish 
between the Comptroller and Auditor Ge~alii independence of the 
accounting authorities and his independe~e of the authorities whose 
transactions ate under examination. Though the two questions have 
a bearing on each other, they require separate consideratfon. The
theory that audit should be independent of the authorities responsible-
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for the transactions is based on the proposition that the conditions of 
an ~uditor'p offic~ should enable him to discharge, without fear or favour, 
his duty of scrutinising the financial actions ~f various authorities, 
and that he is not free to do so if he is dependent on one of th~e autho
rities whose orders he may have to challenge. 

51. The financiaf ,t>Owers of authorities in India were, before the 
Reforms, derived solely from the Secretary of State. They are now 
derived from the Secreta~y of State and from the Government of India 
Act. The power of voting money, given to the Central and Provincial 
Legislatures by the Act of 1919, wo"J.ld be valueless unless the I.egis
latures were assured that the Executive is spending the voted money 
for the purposes for which it was voted. Even therefore if one were 
to set aside the possibility of an auditor finding it to be his duty to 
challenge an abuse of their position by high officials in applying public 
money to objects the utility of which might be open to serious ques
tion from the point of view of the public, it must be evident that the 
control of the Legislatures would be merely nominal if they were not 
assured of a powerful and independent audit, free to bring to their notice 
diversions of voted funds without interference or influence from the 
Executive. It undoubtedly strengthens the hands of the Government 
of India and the local Governments also to be in a position to point 
to an audit authority over which they have no executive influence or 
-0ontrol. 

52. The true value of an audit independent of the executive is there
fore not to be gauged by the irregularities which it actually discovers, 
bli!t by the certain effects of the knowledge that the. auditor can and 
will, witJiout fear or favour, report them if they come to his notice. 
That knowledge constitutes in itself the most effective security against 
irregularity. 

53. Partial Independence of the Comptroller and Auditor General 
fro~ 1913.-0n grounds, which differed on each occasion, none of the 
earlier proposals to separate audit from accounts wa.s found to be ac
ceptable, although some advance was made in the direction of releasing 
-audit from control by the executive. Indeed, in 1913 the Secretary 
of Sta.~e t':lached the definite conclusion that the Comptroller and Auditor 
General should be independent of the Government of India to the extent 
necessary fQr the proper discharge of his audit duties, while remaining 
under the orders of the Government of India in account matters. This 
.position continued up to ihe time of the Refprms of 1919. 

' 54. The Auditor Ge~ralh Responsibility for Accounts as well as Audit 
under the Reforms of 1919.• -The question of separ.ating audit from 
accounts, although it had been broached on so many previous occasions, 
did not bome undeJi detailed consideration at the time of introducing 
the Reforms of 1919. 'fhe Government of India in their despatch 
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No. 390, dated 19th August 1920, forwarding the draft rules under 
Section 96 D(J) of the.Act, stated as follows:-

" The efirst element in the rules to which we would invite particular 
attention is the fact that we have assigned to the Auditor General duties 
in connection not only with audit, but also with atcounts. * * 

• 
A certain amount of supervision over the compilation of accounts is 
of course an essential part of the Auditor General's functions. We 
have, however, provided in the rules that the Auditor General shall 
perform, in relation to the Finaqce and Revenue Accounts, the same 
functions as are at present exercised by our Comptroller and Auditor 
General. We consider it to be essential that there should be some 
officer in India who will be respoIIBible to the Secretary of State in Coun
cil for the proper compilation and due submission of these accounts, 
and we are advised that it is not inconsistent with the provisions of 
the Act to entrust this work to the Auditor General in addition to his 
duties in connection with audit proper ". 

55. This view was finally accepted without any further comment 
and provision was made accordingly in the Auditor General's Rules. 
The present position of the Auditor General in account matters as re
cognised by these statutory rules is explained in paragraph 47. 

56. Tke Question of Separation re-opened in 1923.-As a result of 
the reconuntmdations made by the Retrenchment Committee (com
monly known as the Inchcape Committee), after the introduction of 
the H.eforms, the question of separating audit from accounts was re
opened in 1923. and an experimentaJ scheme of separation has since 
been tried. The proposals of the Iiichcape Committee were directed 
to relieving Central Revenues of expenditure which, it was argued, 
ought to be borne by the Provinces ; but they resulted in the considera
tion of the question of the desirability of relieving the Auditor General, 
under the new constitution, of a larger or smaller portion of his acc~unt
ing duties while maintaining unabated his 111udit duties and responsi
bilities. 

57. 8ection 26(1) of the Government of India Act of 1919 preseribea 
the annual submission l)y the Secretary of State in Council to Parlia
ment of the Finance and Revenue Accounts of India. Rul~ I'S of the 
Auditor Genera.l's Rules lays upon the Auditor Genera.I the duty of 
compiling these Fina.nee and Revenue Accounts. It "'ill, therefore, 
be seen that, in order to fulfil his eta.tutor: duties in this respect, the 
Auditor General must c~ntinue to have a su@icient voice in rega.!d to 
the form in which initial accounts shall !'Je rpaintained to ensure that 
they shall provitl.e the material from wh~h he can build up the Finance 
and Revenue Accounts as prescribed by the Secretary of State in Coun· 
oil. This is at present provided in mle 22 of. the Auditor General'1 
Rules. 
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58. At the same time, rule 37(e) of the Devolution Rules framed 
unO.er Section 46A of the Act lays upon the ~inance Department of 
each local Government the 1esponsibility for seeing that finanrial rnles 
are framed for the guidance of other departments of the loc1ll Govern
ment, and that suit!ble accounts are maintained by those deprtments 
and the establishufllits subordinate to them. This provision is en
tirely new ; there was not, before the Reforms, any effective Financial 
Secretariat in most of the Provinces, and the Accountant General used 
to perform the duties of Financial Adviser to the local Government. 

59. From the last two paragraphs.it would appear that there is now 
a dual responsibility for the framing and maintaining of accounts; and 
the Government of India has considered in great detail how best to 
make provision to maintain the responsibilities of each of these two 
authorities. 

60 . .Accounts in rel,ation to Financial Control.-It is an axiom of finan
cial control that an authority administering public money must be re
sponsible for the proper control of expenditure against the grant allotted 
to it for the purpose. It follows from this that such authority must 
maintain accounts in some forlfi adequate for the purpo!!e of maintain
ing this control; or, alternatively, must have prompt access to such 
accounts, if maintained by a separate authority, and must have means 
of ensuring that the accounts so maintained are in accordance with 
the facts. If this principle applies to Departments subordinate to the 
Government of India, or to a local Government, it must apply also 
to the Central or local Government itself for the purpose of controlling 
the budget and expenditure of the Central or Provincial Government 
as~ whole: 

61. 'l'he requirements of the case might be met by the maintenance 
of two complete and independent sets of accounts, one on behalf of the 
Government for the purpose of financial control, and the other ori behalf 
of th Auditor General for the purpose of supplying material for the, 
compilation of the Finan<le and Revenue Accounts. Such a procedure, 
which had to a great extent already been introduced, might be rega1dcd 
as theoretically correct ; but it entails additional v. ork, not only in the 
duplication of expenditure on accounting, but •also in the reconciliation 
of the t: N set·; of accourt11. A11 such duplication is l.eld to be uupro
,fitable, attempts have been made to devise an alternative mode of pro
cedure. 

62. The system at preivmt generally obtaining, so far as Civil Ac
counts are concerned, if a continuance of t1ie system which existed 
before the Rt.forms of HH9,0 under which the Auditor General and his 
representatives in the Provinces continue to be responsible for the com
pilation of the accounts and render such help, with the aid of the ac
uounts so compiled, a~ the local Government may require for the pur
l'ose ,of provincial control of expe1'diture. The Central Government, 
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therefore, which bears the cost of the staff, is liable j,o find this ~ost 
indefinitely increased 1'y demands from local Governments or Legislatures 
for the p1ovision of greater detail in the Accounts. This argument 
would not, however, apply to Central Departments where the cost 
in any case falls on Central Revenues. 

61. Experimental Separation of Audit from Accounts.-This system 
is definitely prescribed in the Auditor General's Rules. But these rules 
were amended in 1928 to make provision for an alternative system 
which gives to local Governments or Departments of the Government 
of India a control over their om accounts, and at the same time en
sures the proper supply of accounts to the Auditor General, without 
the necessity for the double system of accounts discussed in 1ia.ragraph 
61 above. This alternative system is at present in the experimental 
atage. Under this provision, the Secretary of State in Council may 
declare that the maintenance of the provincial accounts of a specified 
province, or the accounts of any department of the Central Government, 
may be transferred to an authority other than the Auditor General. 
Where such a declaration is made, tlte accounting staff, though no 
longer subordiDate to the Auditor GeneraI, is required to furnish accounts 
to the Auditor General in the form necessary for the carrying out of 
his statutory duties. 

64. This experiment of separation of accounts from audit has taken 
place on the civil side in the United Provinces, l\nd also in certain de
partments of the Government of India. Separation has been definitely 
accepted by the Secretary of State in the case of Railway accounts; 
while in the caae of theJ~~lthe aooounting authorities have n&ver 
been really suhor<l.inate tfbhe A~itor General and the system of " sepa
ration" has lately been completed by an arrangement under whirh 
the Auditor General performs his statutory audit duties by means of 
a test-and.it, through a separate audit staff, of the independently com-
piled A.l:m.y Accounts. i 

~. No decision has yet been reached regarding th.e final Separation 
of Accounts from Audit on the Civil Side. The grounds on which the 
experiment was advocated fall under two main heacliJlgs. Those on 
the audit side have been suggested in this Chapter, and will,be forther 
examined in Chapter 36. Those connected with the requirements of 
financial control may be briefly summarised here. • 

66. The inconvenience of the present system to the administrative 
authorities arises out of ~he following considerations :-

(a) For the purpose of effective co}\trol'of expenditure, the Gov
ernment and its Heads of :Qeparlments require early and 
frequent compilations of their up-to-date figures. of expendi
ture.· When vouchers have to be collected by an 11\ccountant 
General's office, after payment, frorli all Treasuries, con
siderable time must l'ass before thev can be cllft!sified 
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and compiled by Departments, and such compiled figures. 
are only available for completed mpnths. Moreover, the 
figures for a month are liable to subsequent increase when 
debits are passed through exchange accounts. c. 

(b) When aowunts are compiled in the Accountant General'& 
office, hie r:omparisgn of progressive expenditure with the 
actuals is largely mechanical and cannot take account of 
liabilities known only to the Executive. 

(c) The compilation of the accou .ts in the Accountant General'& 
office is liable to be ina~curate because the accounts a.re
checked by the same authority which compiles them and 
there is therefore no independent test of their accuracy when 
compiled. The Executive, therefore, even if it has grounds 
to believe the accounts to he inaccurate, cannot insist on 
their correction, being unprovided with the means of prov
ing their inaccuracy through a technical accounting staff. 

(d) Provincial Governments, and Departments of the Govern
ment of India, unti. they maintain their own accounts, are
not in a position to direct efficiently the fi1.ancial aspects 
of their administration. 

87. The experiment was designed to provide a system in whirh these 
defects would not exist. An outline of the scheme of separation and 
the arguments for and against it will be found in Chapter 36. 

88. The present period is transitional. So far as the Central Gov
er.ivnent is·concerned~~inance and Railway Fillallonce are already 
to a greater or less extent separately controlled, though the final control 
rests with the Government of India in the Finance Department. In 
both cases accounting is carried out by Accounts Departments answer
able respectively to the.Am1y and Railway Financial authorities. • These 
AccQ1mts Departments are independent of the Auditor General, who 
receives from them compiled accounts for inclusion in the Finance and 
Revenue Accounts, and carries out his statutory obligations by sub
jecting the C~piled Accounts, as well as revenue and expenditure 
and financial transactions in general, to a test-~udit through the agency 
of th!J~ of Army aJld &ilway Audit."' 

89. On the civil side, the Central Government has at present, as an 
experimental' measure, a separate accounting staff attached to certain 
departments and to authC¥"ities administering certain area grants. A 
list of the more important of these is given befow :-

J>epartment or Area. 

I 
Survey of India (ezcluding,.Southern Cirri~ 

Arcbaeolog\-, Mnt('f)rolo11y, Indian State 
F~r\:ell, Kines and Agn<"alture. 

Pay and 4 ccounl& Offiur by tl'Mm 
11triM. 

Pay and Account& Offioer, Survey of 
India, ralcutta. 
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The CaJc11t1'. Mint. } 
The Income Tax Department in Benge.I and Pay and Accounts Officer, Miscellaneoua 

numerous amall Centre.I Departments and Central Departments, Calcutta. 
Offices in Ca.loutta. 

Government Presae11 a.t Delhi and Aliga.rb 
Customs Offices, Ca.loutta, and Chittagong. J Pa.y and Accounts Officer, Customs, 
Salt Department oat.a.blishmenta un-ier the Cnlcutta. 

Collectors of Customs, Ca.loutta. o.nd Chitta· 
gong. 

Mysore Residency, Mysore Assigned Tractll Pay a.nd AocountR Officer, B&ll(l:a.lore. 
and Survey of India. (Southern Circle). 

Central Departments in the United Provincos, 
ezcluding Publiu Works Department. 

Delhi Civil Admini.istration . • • 

Public Works Departments in Delhi and in 
the United Provinces. 

Government of India Secretariat and it.II at
tached nnd subordinate offic1111 located o.t 
Delhi and Simla. 

The Accoants of the North-Wost Frontier 
Province. 

• 

Centre.I Pa.y and Accounts Officer, 
ha bad. 

Pay a.nd Accounts Otlict'r, Delhi 
Adminiltration, Delhi. 

Contra.I Accounts Officer, Delhi. 

Alla.. 

Civil 

Pay and Accounts Officer, Secretariat, 
New Delhi. 

Pay and Accounts Officer, North-West 
'V''routier Province, Pe11hawar. 

'70. Future devel,opment of BeparatiO'n dependent on future Oomti
tutional Okanges.-.AB will be shown in greater detail in Chapter 22, 
the legal recognition of the local Governments in the Act of 1919 brought 
with it a measure of Provincial responsibility for Financial control which 
had not existed before. As a consequence, they have felt increasingly 
the need for and the value of promptly and accurately compiled accounts 
of Provincial trlnsactions. The experimental separation of Accoupts 
from Audit is, therefore, based not only on constitutional theory but 
on practical requirements. The future of this experiment so far as 
local ijovernments are concerned will depend largely on the direction 
in which the future constitutional progress of India may develop and 
the degree to which Provincial :Finance may or may not become viore 
independent of Central Finance. The further development of this 
subject will, therefore, be followed with close interest during t.he next 
few years. 
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CHAPTER 5. 

Present Distribution of Responsibility for the Compilatien ancl Auclit 
of Accounts in India. 

71. f>istribution of Accm.mting and Audit Duties.-It will be evident 
_from the description given in the preceding Chapters that, while the 
"iitdian Audit Department is, under the,,Auditor Genera.I, eoleiy responsible 
1or conducting the Statutory audit of Government tronsactions in India, 
the duty of compiling the account of those transactions is at present 
divided between that depa.Itment and several administrative depart
ments of Government. '"The volume and variety of the transactions 
with whirh the Indian Aunit Department has to deal neceeeitate the 
work of the department being distributed over a number of offices at 
difiercnt centres, while the work of compilation of the accounts which 
have been separated from audit (either experimentally or permanently) 
is also located at different pL'i.ces. In order to under~tand how the 
Accounting and Audit duties, the details of which will 6e described in 
the subt1equent Parts of this Manual, are carried orl th1oughout India, 
it is neceeeary to glance at the allocation of these duties over several 
offices and departments. For the sake of convenience the distribution 
of audit work is considered first. 

(A) DISTRIBUTION oF:AuDIT WORK. .. 

.. 72. Main Brandies of tlie Indian Audit Department.-Tho Indian 
Audit Department is divided into five claBBCs of offices, namely, the 
Civil Audit Offires, which audit the transactions of the Civil, Public 
Works and For«>st Departments; the Railway, Posh~ and Telegraphs, 
and)lilitary Audit Offices, which audit the transactions of the depart
ments after which they a\"e named; nnd the Commercial Audit Offices 
which audit those account.a of the Civil and Military DepartmPnts 
which are maintained in commercial form. ~v . . 

'73. Char.rels of control by the Auditor GetteTal.-The Auditor General 
in Indiir is' statutorily responsiblc for the efficiency of the audit of e:xpen;_ 
, diture in India from the revenues of India and for the audit of eucB' 
receipts of revenue, of stores and stock, of uccounts of any public oi 
quasi-public nature, and 9f grants of land and alienations of land 
revenues, as may be entrusted to him by the Governor General in 
Council. He fulfils hie • .eta&tory responsibility through five o:fliners, 
namely, the Controller of Civil'Accounts, the Director ot Railway Audit, 
the Accountant General, Posts and Telegraphs, the Director of Army 
Audit and the Director of Commercial Audit, who are immediately 
eubordina.~ t.o him and control rN1jlf!Ctively the' five classes of offices 



27 

CHAP. 5,] RESPONSIBILITY• FOR THE COMPILATION AND AUDIT [74--75 
OF ACCOUNTS IN INDIA. 

named above. The €Jontroller of Civil Accounts works tarough the 
office of t.1,ie Auditor General, while the other four officers have separate 
offices of their own. 

NoTw.-Fo~ministrative reasons the ExiJ.miner of Custom A"connU!, who is the 
head of a Civil Auiti\ Office, is for the time b('ing undor the direct controi o{ tho Au<litor 
Oen era.I. -

74. Oivil Audit Offices.-The main Civil Audit Offices a.re fifteen in 
number. The names of the heads of these offices and the audit work 
allotted to each are stated below :.1.-

(1) Accounta.nt Genoral, Ma.drae. 
(2) Accountant Gonoral, Ilomba.y. 
(3) Accountant Oonoral, Hongo.I. 
(4) Director of Audit, United Provinces. 
(5) Accountant Gonoral, Punja.b. 
{II) Accountant Gonl'ral, Burma. 
(7) Aoco1mta.nt Gonora.1, llihar and OriH110.. 
(8) Accountant General. Central Provinces. 
{!l) Com ptrollor, Allsa.m. 

Audit the transn.r.tionR of the respectivo 
looa.1 Govemmont11 of thoso Governors' 
Provinces n.nd mo~t of the Contra! 
Civil transactions occurrin11; in those 
provinces. Tho Accountant General, 
:\fadraR, audits in a.<ldition the t.ran~ac· 
tions of Coorg. 

. 
rA1fdit. the transactions of tho Civil 

departments of tho Contra! Govern
ment, iuc:luding the transaction9 of all i local GovernmentA of other than the 

(10) Accountant Gonera.l, Contra! Itovenuos. Oovomors' Provincos, but excludmg 
the tra.nsaotinns i.n the North-West 
Frontier Provincl' and Coorg and 
those of the 1'."ndian Stores and Northern 

l India. Sitlt Revenue Departments. 

(11) Audit Officor, IJloyd IltLrrago and C.i.nals Audits tho tra.nsactions relating to J;he 
Construction. Sukknr Barrage Constrnotion Schome. 

(12) Audit Officor, North-Wost Frontier Pro- Audits tho tra.ns11.oti.0UA of the North· 
vinco. Wost Frontier Province. 

(13) Audit OfficeT, fndian Stores Department. Audits tho tro.n!la.ot.ions of the Indian 
Stores a.nd Northern Inrlia • Sa.It 
RovonM Dopa.rtmonts. 

(14) Examiner of Government Presa Ac('ounb 

{15)~ Customs Account!!. 

J<::xaminos and audits tho accounts of 
Govornmont Presses both Oentral and 
Provincial. 

F:xaminos .&nd audits the 'l.ooountM of 
the Oustoms 'Department. 

75. 0 the Offices detailed in the last para..;;raph, all are "f'1,ombined" 
Offices of udit and Aocgunts, except thos~ shown as items (4), {12), 
(14) and (1 which conduct audit function~ on~'" Some of the " Com
bined" Offic deal also with a oorta,in nl\mher-of Contra.I Civil D~part
ments in respe of which the accounts have been separated from audit 
as an experimen measure. In these cases they operate throogh Audit 
Officers, who do n themselves perform aocounttng functions. These 
Audit Officers, each · h his staff ~onducting the audit of the transao-

' 
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tioLS which.are hhndled by one or more Pay and A<:00unts Offices situafied 
in the same locality, are subordinate to the Head of the Office. Thus-

(i} In Bangalore, the Audit Officer, Bangalore Experiments, who 
audits the transactions handled by the Pay and Accounts 
Officer, Bangalore, i1'subordinate to the Accountant General, 
Madras; 

(ii) In Calcutta., the Assistant Examiner of Customs Accounts, 
who audits the transactions handled by the Pay and Accounts 
Office, Customs, Calcutta. is subordinate to the Examiner 
of Customs Accounts ; 

(iii) The Audit Officer, Ca.lcntta Experiments, who audits the transac
tions handled by all other Pay and Accounts Offices located 
at Calcutta., is suhordinate to the Accountant Genera.I, 
Bengal; 

(iv) In New Delhi, the Audit Officer, Delhi ExpNiments, who 
audits the transactions hanrlled by the Pay and Accounts 
Offices located in Delhi, is subordinate to the Accountant 
General, Centr11.J Re,enues. 

76. llaiiway Au.dit Qffices.--The Railway Au<lit Offices, which conduct 
audit only, and have no responsibility for the compilation d accou•.ta, 
are under the control of the Director of Railway Audit. Th.ere a~e 
twelvt> important Railways in India 9£ which five are worked by Govern
mcmt and the rest by Companies. The audit work on the Railways 
worked by Government is conducted by the Indian Audit Department. 
On~the linea worked by Companies the original audit i; carried out by 
the Companies' I lfficers ; but, as Government has a financial intereetin 
the working profits of those Railways, and as the int.erests of Govern
ment and of the Company do not always coincide, the audit conducted 
by the Companies' Officers are subjected to ohcck, in cer1fin direc
~ion1!'9 by officers of the Ia_dian Audit Department. There arei ~udit 
Offices for auditing the accounts of all these Railways, and the titles of 
the Heads ot these offices are given helow :-

(i) Chief Auditor, East Indian Railway, a~d Government Exa~iner 
" l of Accounts, Bengal Nagpur Railway,-with headquarters 

at Calcutta. 
(ii) Chief Auditor, Eastern Bengal -and ~usme-Bttil 11 ll:yi!, and Gov

ernment ExamiJier of Acoount.s, Assam Bengal Railway,-
with headqml'lters at Calcutta.. • 

(iii) Chief AuditoJ", Grea.£ Indian Peninsula Railway, and Govt1rn· 
ment Examiner of cAccorints, Bombay, Ba.rt>da and Central 
Jndia Ra.·lway,-with headquarters at Bombay. 

(iv) Chief Auditir, North Western Railway, and Government 
Examiner of Accounts, .;Bengal and North Western and 
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Rohilk11nd and Kumaon Railways,-witll headquarten 
at Lahore . .. 

(v) Government Examiner of Accounts, Madra~ and Southern 
Maha.ratta and South Indian Railways,-with headquarf'i('ra 

(" i) _,ft Madras. Y. S '2. ') • 

~ Chief Auditor, Clearing Accounts Office,-with headquarter& 
(vi~ at Delhi. 

77. The Audit Offieers named ago.inst i~ms (i) to~)audit the o.ccpunts 
of the Railways indicated by their titles. The AuA'it 'bfficer of thef ~ 
Office audits the accounts of the Railway Clea.ring Account Offi<'e. 

78. Po.ds and Telegraphs Audit Offices.-The Posts and Telegraphs 
Audit Offices, which are " Comhined " Offices of Audit and Accounts, 
are under the control of the Accountant General, Posts and Telegraphs, 
and are five in number. There arc four Posts ancl Telegraphs Audit 
Offices at Calcutta, Nagpur, Delhi and Maclra.s, each under a Deputy 
Accountant Ge iera.I, Posts a· d 'l'....legraphb. There is also a Telegraph 
Check Office at.Calcutta under an Accounts Officer. 

79. Military Audit Offict's.-The Military Audit Offices, of which there 
are four, are under the control of the Director of Army Audit, and are 
responsible for audit only, and not for the compilation of accounts. 
There is a Deputy Director of Army Audit at Rawalpindi, a Deputy 
Di!reebOI of Xrmy Audit ab Mew~AA Assistulrtt Pifcwr oi ~~ 
a..Qneth and ao ~ Directitt1 ot ATmy-<A'ft'dit- nit -~.-"'l'he!e 
&flicers g.udjt thevepeectionuif.~M~~ in tli• !Im~ 
. mm ;~a, t e. Western ommana:, an<? 
Sifuthe1 ii eemlRIUlQ lllll'flllei~ :: - -so., ommercial Audit Offices.-The Direct.or of Commercial Audit 
is tlie 'ii of the Commercial Audit Officas which are seven in number, 
\lamely, lcutta (Port Trust) and Calcutta Circles with their hfYtd-
quarters a Calcutta, Madras Circle with Headquarters at Madras, 
Bombay Ciro with headquarters at Nasik Road, Northern India Circle 
with headqua ors at New Delhi, Burma Circle with headquarters at 
Rangoon, and rmy Factory Test Audit Circle with headquarOO:s at 
OoBSipore for the astern Group and Cawnpore for the W esteln Group. 
The r..onunercial Ji. dit Branch is responsible for audit only, and not 
for accounting. Th Calcutta Port Trust Circle conduc~ the audit 
of the Calcutta Port rust, the Bengal Pil<>i Service, and one district 
of the Indian Light ouse Administration. The Calcutta Circle 
conducts commercial a nting investigal!ons. and audit in .Bengal, 
Assam, Bihar and' Orissa a part of the 1'nited Provinces ; the Madras 
Circle those in Madras ; the ombay Circle those iu Bombip: and the 
Central Provinces ; the North n Indio. Circle those.in the Pun]&b, Delhi, 
and part of the United Provine ; 1~d the Burma Circle those in Burma 
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• 
and the !ndaman Islands ; and the Army Factory Test Audit Circle 
test audits the accounts of the Arm:r. Factories throughout Ii dia. 

(B) DIS'l'RIBUTIO~ OF ACCOUNTING DUTIES. 

81. TflQnsactiom of the Oivil, Public W <YT'ks and F<Yrest Department11.-
0f the Mtet;n Civil Audit Offices mentioned in para.graph 74, the"offi<'es 
of the Aoco tants OeDAral, l\la<lra.s, Bombay, Bengal, Punjub, Buunc.1., 
Bihar and 0 · , Central Province.-1 and of the Comptroller, Assam, 
~ Acoountan General, Central Revenues, the* Audit Officer, Lloyd 
Barrage and Ca ls Construction, and the Audit Officer, Indian Stores 
Department, are omhined Audit and AC<'ount Offices, that is to say, 
they compile the ounts of the transactions which they audit. The 
Accounting of the ransactions in the United Provinces is under the 
immediate charge of the Deputy Chief Accounting Officer, United Pro
vinces, who has undo im several Pay and Account Officers who compile 
departmental figures; d the Accounting of those of the North-West 
Frontier Province jg u der the charge of a Pay and Accounts Officer. 
The preliminary compila ion of the accounts of the Central Civil Depart
ments where separation as taken place are made by the Pay and 
Accounts Officers by who they are served ; and tht•se accounts 11.re 
finally incorporated in the books of the Accountant General, Central 
Revenues, except those oft e Central Civil Departments in the United 
Provinces, which are incorp ated in the books of the Deputy Chief 
Accounting Officer, United ovinces, and those o:tt the North-West 
F:ontier Province, which are separately compiled. 

82. Transactions of the Railway /Department.-The Accounts of the 
transactions of the Railwav Department are under the immediate charge 
of the Controller of Railway Accounts, who is subordinate "to the 
FiDjl.ncial Commissioner, Railways, and not to the Auditor General.' 
The Controller has under him five Chief Accounting Officers for compiling 
the accounts of the five State Railways worked by Government. There 
is e.lso a Railway Clearing Account Office, which acts as an int-ermedinry 
for the adjustment of foreign claims in respect of four State-worked 
Railw111.7s~namely, the East.ern Bengal, the East Indian, the North West
f>..l'n and the Great Indian Penin1mla. Railways, and one Company-worked 
Raihvay, nalhely, the Bombay, Baroda and Central India Railway. 

83. Tlfansact.ions of tkte Indian Post.fl and .TelP1Jlfapks Department.
All the four Posts and '.n.ilegraphs Audit Offices are combined Audit and 
Account Offices dealing .witl! the transactions of the respective Circles. 
Th·· Accountant General, Post: and Telegraphs, compile§ the final account 
of the w}\ole Department. The Telegraph Cheuk Office, Calcutta, a.eta 

?' *NoT:e.-The Accounts of the Lloyd lla.rra.go, thouRh 111.lpo.ra.tuly oompiled, a.re 
ino~poro.te·l in the booka. of the Ar.oounta.nt General, llornbo.y. 
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as a clearing house for messages exchanged with .iJl;her Telegrl}ph 
Administrations, and calculates the amounts due from cir to those 
administ~tions. 

84. Transactions of the Military Department,_:The Compilation of 
the accounts of the Military Department is wholly done by the Military 
Accounts Department, the actual arrangement in regard 'to which will 
be described in Chapter 9. 

85. Commercial A.ooounts.-Pro forma Accounts of Government 
Commercial enterprises are maintained by the Department responsible 
for carrying out the activities of' the Commercial Concern. Jn certain 
circumstances the assistance of Commercial Audit Officers may be reqrifsi
tioned to organise the Commercial Accounting System and to guide the 
work of the departmental accountant until he becomes competent to 
perform his accounting duties. 
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PART II. 

The Indian Financial Structure and the Initial 
Accounts. 

CHAPTER 6. 

Brief Dercription of the General Structure of the Financial 
Administration in India.• 

86. Structure of administration.-For the purpose of admini&tration1 

India is divided into nine major provinces, namely, Madras, Bombay, 
Bengal, United Provinces, Punjab, BurIJ\&, Bihar and Orissa, the Central 
Provinces an<\ Assam, and six minor •provinces, namely, Delhi, the 
North-West Frontier Province, Ajmer-Merwara, Baluchistan, Coorg and 
the Andaman Islands. 

87. Subject to the general superintendence, direction, and control 
of the Governor General in Conn<'il and of the SeC'.retary of State in Council, 
the administration of eanh of the nine major provinces is entrusted to a. 
Governor who is counselled and assisted in this behalf by the Members 
of his Executive. Council and bis Ministers. The six minor provilll,les 
(except Coorg, whose position is unique,) are directly subordinate to the 
Central Government; of which the Governor General in Council is the 
head ; and the administration of each of them is entrusted to a Chief 
Comnrlssioner. In the case of Governors' provinces, the Governor 

ain Council or the Governor acting with MiniMtt>rs (as the case may1 he) 
form the local Government, while in each minor province the Chief 
Commissioner himself constitutes the local Government. 

88. The initial responsibility for the administration of each depart· 
ment of Government actrvities is laid upon the head of the d,~panment 
concerned, who is controlled and guided in this respect by bis own Gov
ernment. In l!'inancial matters each head of a department is thus res• 
ponsible for the collection of revenue and for the control of expendi· 
ture pertaining to his department, the rea;eipt and disbursement of 
which are effected at various places and thro1'.gh various persons. The 
account of all these receipts and payments,•botJi central and provincial, 
throughout the country is called t~lit accowit, of which the Gover
nor General in Council is the sole custodian. 

) 

89. Treasuries.-All the provinces mentioned• in paragraph 86 are 
divided into a number of "district.I"; and at the headquarters of each 

c 
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di~trict there is a Government treasury called the " District Treasury " 
with one or more sub-treasuries distributed throughout tre district. 
These treasuries are the units of the· fiscal system of India and the points 
at which the public account starts. 

90. There are at present in existence nearly 300 district treasuries 
and over 1,200 sub-treasuries scattered over the length and breadth of 
India. Into them are paid the whole of the public receipts and from 
tltem (but mllinl.v from the treasuries alone) are disbursed the whole of 
the public payments of the country."' Speaking generally, when anyone 
has a payment to make to Government he 1irescnts the money with a 
challan at one of these treasuries and receives a receipt for it ; when 
he has a payment to receive from the Government he presents a 
receipted bill, or a cheque issued in his favour by a competent officer, 
at a Government treasury and obtains payment on it. This treasury 
husiness is conducted for Government by the Imperial Bank of India 
at every station at which it has a local head office or a branch, receiv
ing revenues or making payments under the orders of competent 
Government officers. This decentralisation of tremn.rf• work is a 
feature of the Indian financial system which should be clearly grasped 
at the out!lct as it conditions the whole of the subsequent arrangements. 
It is this feature of the Indian system which marks the essential 
difference from the financial system in England, where the public receipts 
and payments are all centralised at the Bank of England in London, 
and the~e are no outlying State treasuries. 

' 91. While therefore all public receipts and paym~nts pass through 
the treasuries whose conjoint accounts, together with the Government 
account at the Imperial Bank of India, present a comp,lete record of 
the transactions of the Central and Provincial Governments in 
India, it should be noted. as an important variation in detail, that in 
the case of_<t.ertain large departments, as for example the Railway, Mili.! 
tary, Forest, and Posts and Teleg~aphs, the payments into the treasuries 
are not made d~t\y bx.Jb,.e .!kb.tms. of Government but in lump tlwm,gh 
the departmenta _officers. Similarly, in the case of these departments 
~~~fn others, specially those whose aqcounts have been separated 
from Audit, payments are made by Cheques on the treasury or from 
rump sums drawn from the treasury br_the departmental officers. In 
respect, therefore, of these departmentst'lie treasury accounts show 
lump tran!'lactions, or payro.ents by cheque. In the case of the Public 
Works Department t 11111 personal demands of gazetted officers and 
establishments are paid. direct at the treasury, the contingent bills are 

l 

• Nou.-In a few ver:v exceJ?_tional ca.see, de..I?&rtmcnte.l receipts m_!!Jl!' ILlll'!w.iJ.t!N 
to mMt de1 artnientil~cJiturP. See Tre&sury-Orderr.-- --
---:rNoT_i __ This d~~a.-apply entirely in tbecaseo1 the Public Works Depar~ment in 
the Uni too Province'!, wherf' the nr.eounte of,the Province e.s e. whole he. ve been l!tlpe.ra.ted 
frot' A 11dit 
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paid in some cases at the treas\1ry and in others by caeques, while "11 
other payments are paid by cheques. • 

92. Initial accounts.-The revenue so received and the payments so 
made at the treasuries are compiled at each district treasury into a. 
~nth.if AQ.Q9~nt which is sent to the provincial ,Account, Officer; and 
at the same time the officers of the departments mentioned in the last 
paragraph send monthly detailed accounts of their lump transactions 
with the treasuries to their own Account Officers. 

93. CTmsijication.-The classifiQation, or the marking of each item 
of receipt and payment according to the heads of account to which it 
relates, is made by the departmental officers on the challan or bill 
presented to the trE'asury, or in the departmental accounts rendered to 
the Account Officers. This process is carried out in great detail, and 
eventually every item of receipt and payment is most carefully and 
minutely differentiated and classified, as will be further explained in 
Chapter 11. 

94. Compilation.-The monthly accounts received from the treasuries 
and from the departmental officers are coin.piled by the Account Officers 
into consolidat~d monthly accounts of Provinces, Railways, Military 
districts and other Account Circles. Extracts of tlie Civil, Posts and 
Telegraphs and Railway Accounts are then submitted to the Controller 
of the Currency who consolidates them month by month. 

95. Each Account Officer simultaneously works" out the progressive 
figures, durmg the year, of the accounts of the Province or Department, 
as the case may jle , and an account which they compile for the wh~le 
year is submitted to the Auditor General. ---. 

96{ At the same time accounts of certain receipts and payments 
appertaining to India, which occur in England, are controlled, atd finally 
booked• against the respective Governments and heads of accounts in 

.Englan1 under arrangements wade by the Secretary of State for hdia 
and the High Commissioner for India., and afe sent to Indii- by the 
India Office and the High Commissioner. · · · 

- 97. The Auditor Gen~ral consolidates the annual accounts of all 
Account Officers in India, as well as the accounts of the lndiaJf tran1111~ 
tions in Englan~ which have been booked finally in the Home ac~ounts, 
into one wm~al &~count for the whole country _..lftiiS" aJlUQU 11t· 1s pr~ 
sented by the Secretary of State to both the llouseS' of Parliament and 
is called the " Finance and Revenue Accoutlts of the Government of Iiidia.tr· ~· - ·w .. __ --- --98. There are thus four stages of r~mpilti.tion-(l} the monthly 
compilation by the district treasuries and certain departmental officers, 
(2) the monthly compilation by the Account Officers, both in lllndia and 
Bugland, (3) the monthly compilation for the whohi of India, for certaiD 

c2 
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het.ds of aqcounts, by the Controller of the Currency, and (4) the yearly 
compilation of a consolidated account for the whole of India by the 
Auditor General. 

99. It will be noticed that the ·accounts are built up from below. 
Each of the numerouP district treasuries and sub-treasuries contributes 
its quota; and these, together9with the detailed accounts of their treasury 
transactions prepared by the departmental QJ!icers, proceed monthly 
to the various account centres, whence, after certain processes, they 
emerge in larger streams and, joined by the accounts from England, 
finally converge and concentrate in the office of the Auditor General, 
where they are combined into one consolidated account for the whole 
of India. 

100. This, in broadest outline, and purposely omitting at this stage 
all divergencies in detail, is the method of the record, classification, and 
compilation of the public accounts in India from the point at which the 
initial receipts and payments occur at the district treasuries and sub
treasuries and the Home treasury to that at which, in the form of a 
classified, audited, and consolichi.ted account of the year's transactions, 
they rearh the Secretary of State and Parliament. • 

../ 101. Audif.-The Audit of Govemmellt.. transactions in India is 
fullyruscussed in -Parts III and IV of this Manual. Jn a large number 
of cases it i!t conducted before compi]D.tion, either before or after the 
expenditure is incurred ; but in some cases, to ensure expedition in com
piling the general account of a Government or Department, it has to 
be conducted after the compilation. The audit of receipts is for the 
most part carried out by the departmental officers who c~lect the Govern
ment revenues ; that of expenditure in India, a.part from the limited 
check applied at treasuries and the departmental check exercised by 
departments which compile their own accounts, is contfucted by the 
Indian Audit Department.} Audit of the Government transactions in 
Eng\and is conducted by. the ~..!!ditor of the Indian Home Ac9ounts,' 
and these accounts are received in India after they have been audited 
by him. 

102. Provision of furuls.-To complete this preliminary sketch of 
the finq,nef.al machinery of India, it is necessary to glance at ~ange
ments for the provisions of funds for the public service which com~ '!l!J.der 
£b,a..Jieada :lmown ~' !ay~l and Means and Resource". These 
subjects have been cliscusseain eta1 m the" nexf Chapter and iii Chapter 
15. 

103. Eitimates.-ln the ruld weather of each year detailed estimates 
(ealled 6"udget estim,ateaj ars. prepared of the probable receipts and 
require~ents of all'· nds in India and England during the ensuing 
.financial year (April to March).) A full description of the system of 
budget estimates, and' of grants and0 a.ppropriations and their distribution 

( 
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among oontrolling and disbursing authorities, win• be iound ln 
Chapter 15. At this stage all that needs to be explained is that, after 
the egtima!es ere sanctioned by competent authorities, the grants arur 
appropriations are sub-divided into a number of allotments, the amounts 
of which are then communicated to the respectiv" controlling and dis
bursing authorities by the Government, which thereby indicates its 
consent that those anthopties should incur expenditure within the 
limits of the allotments placed at their disposal. 

104. Simultaneously with the preparation of the budget estimates 
for the ensuing year, the budget estimates of the current year are reviewed, 
and proper sanction is obtainecl for the existing allotments, where neces
sary, to he increased or reduced as the case may be. 

105. Ways and Means.-The consideration of "Ways and Means,. 
aims at arranging that tlle Government cash balance, including that 
portion of it which is held in England, shall at all times during the year 
be sufficient to meet requirements. Into these cash balances enter 
not only the multifarious sums due to 11nd by Government _whicili_ 1.g~ 
generally knowp as r~ue and expendlJ,ur.e, but also the very large 
amounts 'borrowed by Government for capital expenditure in the 
Railway and other departments, and also other amounts in r~ard to 
which Government acts as a banker or remitter, or borrower or ender, 
such as deposits of all kinds, money order and loan receipts and 
issues, advances, remittances, etc., etc., which itre grouped in the 
accounts under the head " ebt and Remittance." All amounts falling 
under these hea<lffigs enter an eave t e easuries and affect the 
public cash balance, and are technically known as public receiPts 
and disbursements, or incomings and outgoings, as distinguished from 
public revenue and expenditure proper. It is with these transactions 
as a wkole tliat " Ways and Means " deal. A forecast is prepared 
gf the opening balances of the year, and of the monthly incomings and 
outgoings of all kinds, pertaining to the Central GoYernment as weJT as 
those of all provincial Governments; and it is arranged, by a.djusting 
the one to the other, by raising a loan, for example, or reducing the 
amounts proposed for exp90.diture, that the estimated Government cash 
balance as a whole shall never fall unduly low. With the sa1M ,pbject 
a careful watch is maintained t.liroughout the year on the actual 
progress of transactions. • 

108. Resource.-" Resource" ~ the proce1s of distributing the cash 
balance Of the cow1try bcl:'ween the tlift'erclij; tre\Btlrlei'Or faying centres 
(including tho Home Treasury), so that cctch shall at all times have 
sufficient funds to meet the local demat1ds ~n it. Some treasuries 
collect more r<'ceipts than they require for their pa);ments, others less i 
and the surplus treasuries have to feed the deficit t~asurics. 'fhe Home 
Treasury, for instance, is always h«>nvily in deficit, and is supplifld with 
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f1r.ul1J by ifbe saie of Secretary of State's Council Bills, by the purchase 
of sterling frolJ! ba11lf§_and finns in India, and sometimes by transfel'B 
from the Paper Currency or Gold Standard Reserves. 1 Generally, 
.. Resource ,, is carried out by means of remittances between treasuries, 
either in cash or by bills, and by the establishment of " currency chests " 
for utilising for remittance i>urposes the cash balances hetd against the 
currency note circulation, in a manner which will be explained in 
Chapter 7. 

107. Functions of various authorities.-In matters connected with 
classification, audit and accountlj, the duties and powers 0£ the Auditor 
General have already been stated in paragraphs 46 1LJ1d 47. The Finance 
Departments 0£ the CentrJ.l and Provincial Governments are responsible 
for the Budgets, and the Account Officers are responsible for aSSlstmg 
in the preparation 1md scrutiny of estimat.es. "Ways and Means" and 
" Resource " arrangements are under the direct control of the Central 
Government and are administered by_the Controller of the Currency. 
In dealing with the" Ways and Means" problem that officer is assisted 
by the Account Officers, whileci:u regard to "Resource" arrangements he 
is assisted by Deputy Controllers of the Currency and Clil'l'ency Officers., 
In Madras and Burma the Accountants General act as ex-ojficio Deputy• 
Controllers of the Currency under the orders of the Controller of the 
Currency. Other Account Officers also supply tho Controller of the 
Currency with such. informatiorf pertaining to the accounts compiled 
by them as that officer may require in connection with the administra
tion of these subjects. 

108. 00tnparison with tlUJ English system.-In concl'bding this Chapter 
it will serve to bring into further relief the distinctive features of the 
Indian system if a brief comparison is instituted between it and the 
English arrangements. 

(i) It has already been explained in Chapter 2 how the adminir· 
trative arrangements of a country govern its fiscal arrange
ments. Thus, in Great Britain a highly centralised fiscal 
system folloWfl a highly centrajBl'd form of Government. 
There is only one public treasufy as compared with nearly 
300 main treasuries, and 1,200 sub-treasuries, in India. 
It is not of course to be supposed that the whole of the 
English public receipts and payments occur exclusively 
at the Ban.Jc of England in J,ondon, though the arrange· 
ments a4mit nf a large proportion of them so occurring. 
This ban~ is, •however, the centre where the public balances 
and accounts ... re kept, and from which origmal issues 
of public money are made-in other words, it is the 
only Government treasury. The English account aud 
audit and budget arrangements are similarly centralised ; 
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• • 
"Resource" may be said to be non-exist.ent; aifd "Ways 
and ~leans," as handled by the Chancellor of the Exchequer, 
is simplified by being confined to revenue and expenlFfure 
proper and by excluding debt and remittance, which are 
separately controlled. 

(ii) In India, on the other hand, in place of this concentration 
and simplicity, we have decentralisation and immense 
multiplicity and variety, due mainly to the enormous area 
of the country and its "enormous as well as diverse popula
tion. To these two causes, combined with the slow and 
late development of private banking, aro due the numerous 
treasuries and sub-treasuries, distributed at wide dis
tances from each other all over the country, where public 
money is always being received and paid and public ac
counts are always being prepared and i11sued to the numer
ous provincial and departmental account centres. 

(iii) The number of treasuries agail\ brings in its train the Indian 
" :ftesource " problem or the never-ending task of distri
buting a cash balance, which varies by many crores of 
rupees at different times of the year, over 300 main centres 
in India and the Home 'J.'reasury according to their fluc
tuating requirements. 

(iv) From the Raroc two cau~cs, namely, tho area and the popula
tion involved, necessitating as they do a la.rge delegation 
of executive authority, primarily spring the administrati"" 
divisions nnd ammgements mentioned in the opening para
graphs of this ( hapter, which again re-act on and condition 
the financial l!-rrangcments, 11.nd give lndiR. its provincial 
and departmental as well as Central finance and budget 
systems, and its various account ~nd audit offict>s. • 

(v) Finally, in India, where the State still performs many func
tions which -i1Isewhere are undertaken by i>rivate enter
prise, Goveri*nent acts largely as a banker and remit
ter, and holds and pays immense sums which are r.lbt.Stat.e 
revenue or expenditure proper and greatly complicate the 
already large problem of "Ways and .l\1ea1111" or tLe 
constant adjustment to each other of the fluctuating 
volume of in~omings and outEol\ig_s. 
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CHAPlER 7. 

Currency and Resource Arrangements. 

109. Currency and Resd'urce.-In paragraphs 105 and 106 a bri, 
reference has been made to the Currency and Resource arrangemen· 
in India. This Chapter is intended to deal in outline with the broad 
principles and general arrangements concerning these subjects. 

110. Ourrency.-The Currency of India consists of coins, of which 
tho coinage and issue are authorised under the Indian Coinage Act (Act 
III of 1906), as subsequently amended, and of currency notes iBBued 
under the provisions of the Indian Paper Currency Act (Act X of 1923), 
as subsequently amended. 

111. The coins issued under the Indian Coinage Act are of the 
following kinds :-

{a) SiZver.-Rupee, hay-rupee, and quarter-rupee; 
(b) Nickel.-~"'our-anna piece, two-anna piece .. and one-anna 

piece; 
(c) Bronze.-Single pico or quaittr anna, half pice or one-eighth 

anna, and pie or one-twelfth of an anna. 
112. The rupee &.nd the silver half-rupee are legal tender up to any 

amount; and the subsidiary coins, in<'luding the obsolete silver eighth· 
rupee,.p.nd also those copper coins of the denominations specified in item 
(c) above, and double pice coined and issued under the Coinage Act 
of 1835 and 'subsequent Act11, which are still in circulation, are legal 
tender for a sum not exceeding one rupee. 

113. Currency notes are iBBued in the following denominations, 
llflmely, Rs. 5, Rs. 10, Rs. 50, Rs. 100, Rs. 500, Rs. 1,000 and Rs. 10,00(}. 
Notes of denominations of Rs. 100 and under (including any of the 
obsolete Re. l, Rs. 2-8-0, and Rs. 20 notes, which may still be in circula
tion,) are universal notes, that is to say, lihey are legal tender at any 
place in British India except by the GoverRment of India. at an office 
of isw.ie'. Notes of denominations• of Rs. 500, Rs. 1,000 and Rs. 10,000 
are legal tender at any place within the circle in which they arc issued 
except by tae Government of India at the Currency office of iBBue. 

114. The policy of thf' Government of India is to supply the form of 
currency which is dem.ip1cled.by the public ; b'ut the use ot currency notes 
is encouraged ns far a11 po'lisible. Until the time of the Great War the 
silver rupee was the main dledium of exchange, and the circulation of 
currency notes outside large towns was comparatively small. During 

• NoTB: -It i11 po'lll1ble tho.t nott''I of higher denomino.tlons may 11hortly become 
1111 • verral nc.•ee. • 
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the War, however, when there was a shortage of silver rupees, the use 
of currency notes, especially those of smA.ll denomimW;ions, (including 
Re. 1 and Rs. 2-8-0 notes which were issued for some time 9during ;nd 
after the•War) was encouraged in every possible way, and the use of 
notes has now to a c~hsiderable extent been substituted for that of silver 
rupees as the common medium of exchange. 

116. The Currency offices of issue arc at Calcutta, Bombay, l\Iadras, 
Rangoon, Lahore, Ca.wnpore and Kamchi, and Government are required 
by law to give rupees in exchange for universal currency notes at any of 
these places, and for non-univer1al notes at the particular Currency 
office from which the notes are issued. No person has a legal claim to 
receive cash for notes presented at a Government Treasury ; but, in 
order to encourage the use of notes, Government have issued orders that 
currency notes should be cashed freely at any Government treasury or 
branch of the Imperial Bank of India, whenever this can be effected 
without unduly reducing the stock of rupees at a treasury or branch of 
the Bank; and officers of the Currency Department have instructions 
to see that a sufficient stock of rupees is kept at each treasury and branch 
of the Bank to provide for exchanges t>f currency notes prclft!nted by 
the public. • 

Ll6. ~.J!!:!.. SL'lltrr~ 'f1eserve.-A Reserve, known as the Paper 
Currencf"Reserve, is maintained ·for the satisfaction and discharge of 
the currency notes iii C1rcutllii0Il:""' The Reserve consists of two parts, 
namely, (a) the Metallic Reserve, and (b) the S1>omirities Reserve. The 
Metallic Reserve consists of the total amount represented by the rupees, 
silver half-rupeOi, and gold and silver bullion held for tlie time being 
on that account by the Secretary of State for India. in Council and by \he 
Govornor General in Council ; provided that no amount of gold bullion 
held b] the Secretary of State in the United Kingdom in excess of fifty 
millions of rupees in value reckoned at a prescribed rate shall be included 
in the Metallic Reserve. The Securities Reserve consists of securities 
heJd by the Secretary of State for India and the Governor Generll in 
Council, and must consist of securities of the Uni~ed Kingdom a.nd securi
ties of the Government of India, the amount of the latter being limited 
to two hundred million 'hlpees, of which an amount of not mote than 
one hundred and twenty millions of rupees may be securities ereatod by 
the Government of India for the purpose and issued to the Cont~oller of 
the Currency. Under the Indian Paper Currency Aot.. the amowit
of currency notes in circulation at any time may not exceed the amount 
of the metallic reserve together with the amcftmt of the securitios reserve, 
and also may not exoeed twioo the amoun\of the metallic reserve. The ' 
above description relates to the pennanwit cohiposition ol the reserve ; 
but, owing to special circumstances arising out of the War, the limit 
of the securities of the Government of India in the resen1e has been 
temporarily suspended. 
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117. The portion of the securities reserve held in India. is kept in the 
curtody of ,the Controller of thd Currency. The portion of the metallic 
reser,•e held in India is held yJartly in Currency offices and partly in 
currency chests which are maintained at overy treasury and •lt a large 
aumber of sub-treasuries. The object of scattering the metallic reserve 
in currency chests throughout Inclia is explained below in paragraph 119. 

• 118. Resource.-The cash balance of the Government of India in 
India is ~e 1ip of the balance in the Government account with the 
l.m,w;rh~l ~auiO of India and the balances at treasuries and sub-treasu~es 
tituated at !'laces where there is no br3nch of the lwp.Nl Bank of India. 
At places where there are branches of the .lmperial Bank of India all 
Government receipts are paid into and all Government disbursements 
are made from the branch of the Bank, and the Bank is responsible for 
the distribution and maintenance of funds according to requirements 
at these places. The Controller of the Currency is generally rosponsible 
for keeping in the Government acoount at the J.pefie.l Bank of India 
a sum sufficient to enable the Bank to meet Government disbursements 
at all its branches and also for the maintenance of adequate cash balances 
at treasuries and sub-treasuric:1 situated at places whore there is no 
branch of tl1e Bank. The tr~i<:r ,.Qf J~ between such treasuries 
and sub-treasuries and t~ranches and the Local Head Offices of the 
Im~rial Bank of India in such a way as to koop the balance.s in the 
Govemmont account with the Imperial Bank of India, and at each 
treasury and sub-treasury, sufficient to me4't all Government payments 
without unnecessarily locking up funds is an important part of the 
resource work in India, . . 

119. J!'unds in India.-The transfer ot fw1ds between trea1mries and 
sub-treasuries ari:d -br~nches"'1t1ict"7;Qcal' }18;\ Offices of t11e Imperial 
Bank of India is effected for the inost part through the medium of the 
curren'3y chests mentioned in paragraph 117 above. Notes held in a 
~cy -chest are not in circulation within the meaning of the Indian.. 
Paper Currency Act, while coin held in a currency chest is a part of tho 
reserve held by Government against not.es that are in circulation. 
Assuming that there are no transactions elsewhere, the deposit of dotes 
in a currency chest decreases the amount of n&tes in circulation and the 
deposit.. o~ rupees in a currency chest increases the amount of coin in 
the Paper Currency Reserve. A dei:-sit of coin or .notes in a currency 
ohet1t thus eoobles Government to issue notes elsewhere up to the a.mount 
of the deposit without exceeding the limits of circulation laid down by 
the Act. If, therefore, a transfer of funds from the treasury balance at 
A to the treasury balanoo ai. B is required, lihis can be effected at short 
notice and without the actual i:-emittanoe of coin or notes by transferring 
money from the treasury balance to the currency chest at .A and trana
f erring the aame amount from the currency chest to the troasury balance 
at B. In this way iransfer of fw1ds between places where there are 
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currency chests is effected ~011.P th_e ~~tual remittance ~f coin or notes ; 
and this is the normal method of puttm~ branches of the Im:rerial Ba~ 
of India, Jireasuries and sub-tteasuries in funds, and also of removing 
from circulation surpluses accumulating thereat. The stock of currency 
notes and coin kept in a currency chest varies according to the needs 
of the respective districts. Rernittanoel'I are made periodically from 
currency chests to Currency offices and vice versa in order to keflp the 
stocks at the necessary figure. 

120. Facilities to the Public.- In addition to providing funds for 
Government pavmentH at treasuries, Government gives facilities to the 
public for the transfer of money to and from places where there are 
tlovernment treasuries. Under its agreement with the Government of 
India, the Imperial Bank of India gives every facility to the public for the 
transfer of money between places where it has branches at rates not 
exceeding those laid down by the Controller of the Currency, and the 
facilities given by Government for the transfer of money are limited to 
transfers to and from treasuries where there is no branch of the Imperial 
Bank of India. The public can obtain telegraphic currency transfers 
or bills payable on demand, called sup~ly bills. Telegraphic C'u.rrenoy 
transfers are always paid from currency and adjusted through the 
accounts of the Currency Department. Supply bills are paid from 
the treasury balance and adjusted. through the ordinary Government 
acootmts. 

121. l_unds in England.-The provision of funds in London to meet 
the large payments which the Secretary of State and the High Com
missioner for Inliia have to make in England is an important part.of 
the Ways and Me.ans operations of Government. The annual exports of 
India are generally in excess of its imports, and ordinarily there is a 
large demand from the public for remittance from England to India to 
adjust the value of the net exports. To meet this demand and at the 

l!!ame time to place the Secretary of State and the High Commissione- for 
Inrlia in funds, transfers of money from India. to England beco'Ile neces
sary. and are effecti d by the purchase of sterling by the GoverI?ment of 
India from banks and firms on an approved list. These banks and firms 
arrange with their Londtin Agents by cable for the payment of ~he 
sterling thus bought by Government to the Impel'ial Bank ol h.dia in 
London for credit to the account of the Secretary of State in Council ai 
the Bank of Englanrl. The rupee payments made by th~Government ' 
are met from their treasury balances with the Impf\rial Bank of India. 

• • 122. Expansio11s and cot1traction11 of Cwrreni.'J.-The Governmeat of 
India have occasionally to purchase gold tir t9 selJ gold or sterling to 
comply with the provisions of the Indian ~rrency Act (Act IV of 1927). 
The currency 1nay also be expanded or contracted by transfe's between 
the Treasury and the Pa.per Currency Reserve arcvunts. The necessary 
adjustments are then made betweenj;he Treasury and the Paper CurrenC'y 
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Reserve or the Gold Standard Reserve accounts, and the payments of 
stilrling ii\ London are made from the source to which the sale proceeds 
have been credited in India. 

123. No account is given here of the Gold Standard \teserve, a 
knowledge of which is not required in the ordinary course of the duties 
of Audit and Accounts Offi.9ers. As the position is constantly changing, 
a knowl€dge of the subject must be gained, when required, by a study of 
up-to-date information. in regard to this Reserve. 
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CHAPTER 8. 

The Working of a Treasury. - --- . - --- -- - -- --- . --
124. Personnel.-The persoruiel of a district treasury, in th,ose districts 

where the Treasury balances are not in the custody of a branch of the 
Imperial Bank of India, cont1ists of-

(1} The Collector or De~ty C-0mmissioncr of th6 district. 
(2) The Treasury Officer, generally a. Deputy Collector. 
(3) The Treasurer. 
( 4) The Accountant. 

There are also clarks, money testers, messengers, etc. 
125. The Collector is in general charge of the treasury and is personally 

responsible for its general administration, for the conectness of its 
returns and the punctuality of their Sl\bmission, and for the safe custody 
of the valua\>les it contains ; but he takes no part in the daily routine of 
treasury business. 

The Treasury Officer is (under the Collector) in immediate executive 
charge of the treasury. 

126. Under these two officers the treasury is divided into two depart
ments, that of cash, stamps, and opium under the charge of a Treasurer, 
who always hu.s to give security, and that of accounts in charge of the 
Accountant. • 

127. Buil,ding.-The treasury building contains a counter at which 
money is received and paid, and a strong room, guarded by an armed 
police guard, in which the valuables are seoured under double locks, one 
key being held by the Treasury Officer as the Collector's repres911ta.tive 
and the other by the Treasurer. • 

128. Opening of the Treasu711.-The procedure of..opening the Treasury 
for the day is as follows:-

• Both the Treasury Officer and Treasurer being prese~t, the locks 
and seals of the gate11 of the strong room are made over intlct by the , 
guard and the room is opened, ea.ch officer using his ow~ key, and suii.
cient cash and currency notes to meet the probable demands of the da~• 
are taken out, made oyer to the Treasure:., and entered in I.is accounts. 
The strong room is then again double •Iocbd. Issues from the strong 
room to meet further demands duriryf th& day· are similarly made. 
Stamps and opium are issued to the T'reasurer from 'the dot!ble lock as 
required, subject to ~he general rule that the value of cash, ;i.otes, stamps 
and opium in the hands of the TreUBuret at a11.y time shall not exceed 
his security. 
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J.29. Receipts ..... -The receipt and issue of money then begin. When 
any one has' occasion to pay money into a treasury he first J>rot·ures 
a document called a "chalan," which.is usually bi-lingual and Pn dupli
cate, one copy to serve eventually as a receipt and the other for record 
in the treasury. In the chal,an he enters the nature of the payment 
as well as the person oi: <1fficer on whose account it is made, and has 
the entries checked, passed and recorded by the ~ny..Ldepp.rtme_nt 
concerned. He then takes the chalan to the Accountc1J1t, who, if it is 
in order, initials it and directs the presenter to take it with the money 
to the Treasurer, who, seeing the A(J{'ofmtant's initials, tests and counts 
the money, enters tho transaction in his account, and signs both C'Opies 
of the chal,an in token that he has received the money. The presenter 
then takes the chal,an back to the Accountant, who, on the strenJ?th of 
the Treasurer's signature, enters the transaction in his accounts, and 
completes his signature on one copy of the ckalan which then forms a 
full acquittance. In the case of sums of Rs. 500 and upwards the 
Treasury Officer also signs the re11eipt. 

130. Payments.-Similarly, ay payments are made by the Treasurer 
~fter examination by the Accountant, but only upon an •order to pay 
signed by the '.!'reasury Officer himself. 

When a bill, giving -run dotails as to the amount, nature, and 
period of the payment, and all other particulurs neccssar~· for its 
complete identification, is presented for payment .it is received and 
examined by the Accotlntant, who enters it in, ,h\s a0i0ounts and lays 
it beforo the Treasury Officer, who, if it is in order, "signs an order for 
pannent on it. It is then paSBed on, together with the payee, to the 
Tre~surer's Department, and the Treasurer makes the payment and 
enters it in his account. The voucher is stamped " paid " and retained 
by the Treasurer for delivery to the Accountant's branch at the ep.d of 
the day, when the books are compared in the manner explained in para
graph,134 below. Before payment, the bill has to he receipted by the 
payee. • 

131. When a payment has been ma.de by cheque drawn on the 
treasury, similar forma1ities 'o.re observed in encashing it. The 
Accountant examines its validity and the 'fteasur}1' Officer verifies 
it and, if 11., finds it to be in order, signs on it an order tor payment 
on the authority of which the Treasurer makes the payment and ente~ 
it in his aooot¥Jt. The paid cheque, which then becomes a voucher, 
is handled int.he same way as other vouchers . 
...;' 182. Treasurer's and A.c&uptant's Booka.-1'.he Treasurer's account 
consists of a cash J;>ook lwit}.out subsidiary registers) in which each 
transaction of receipt and payment is posted as it occurs; but the Account
ant has, in addition to a cash book, subsidiary registers for receipts and 
payments of frequent occurrence, or of a special nature, or belonging to 
departments for which :eparate r"urns are prepared, and only the daily 
totalspf these re~isters pass into his c~sh book. 
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.,/ 133. Incorporation of Sub-Treasury accou11.ts.-Reoeipts and pay
ments continue throughout the day according to thilf met9od. At. the 
same time, a daily sheet (supported by vouchers) is received in the dis• 
trict trelsury from each of its sub-treasuries reporting the receipts, pay• 
ments and balance of the day before (in some oases the second or third 
day 'before, according to the distance by post)' and af~er examination 
is at once posted into the Accountant's books at the district treasury 
but not into the Treasurer's account . 

./ 134. Daily closi~-The process of closing the Treasury tor the day 
is as follows :=- - . 

(i) The Accow1tant transfers the totals of his subsidiary regis· 
ters into his cash book, sums and closes the latter, and 
prepares a balance _sheet in a prescribed form. 

(ii) 'l'he Treasury Officer checks both registers and cash book, 
comparing each payment entry with its voucher, and the 
register totals with those entered in the cash book, and 
verifies a certain number of the totals, the rest being 
checked by a clerk other,than the Accountant. The casii 

•book t<.d;als are also checJfed by a senior subordinate other 
than the Accountant. 

(iii) Meanwhile tho Treasurer sums both sides of his cash book 
and draws up a balance memorandum which gives details 
in kind of the notes, coin, etc., composing the balances 
in his hands. • 

If the rti11ults in the two balance sheetl:I agree, the Treasury 
Officer signs both oash books and both balance aheete.and 
the accounts for the day are closed. 

NoTE.-The Aocountant'11 balance includes t.he baJancee of tho sub-treasuries (tiara· 
g;:aph 133) and aJso remittances .in trai1J1it between tl'easuriee m the d1Bfrirt, which have 
to be "deducted before agreement can be effected wit.h thl Treasurer's balance. 

(iv) The Treasury Officer then verities the cash, etc., in the ~auds 
of the Treasurer as shown in' his balance memorandum, 
and, together with tho Treasurer, looks it up under double 
locks in the strong room which is then left for the night 
in charge• of the guard. 

' 136. Receipt, is11ue, and safe custody of treasure.-The actwJ f>rocess l)f 
dealing with the valuables in a treasury, which include gollJ., silver, nicl.."el, 
b1'0nze, copper, currency notes, stamps, and opium, is as follows :-

(i) Payments into and from the 'lteasu.ry are made in silver 
nickel, bronze, and oopper• ,coil!, and in currency notes. 
Gold mohurs, sovereigns 1Y1d h4lf-sovereigna are receivtd 
in treasuries in certain circumstanbes, but they are not 
issued as currency. Stamps and opium are ie.lso .lt.ept in 
stock and issued as required. 
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' 
(ii) All coin, besides being counted, is tested in detail before 

.receipt to see that it is genuine, current, and up 'Lo weight 
according to rert.ain rules laid down. ., 

(iii) Currency notes are similarly examined to see that they 
are genuine and not mii--matched or altered, etc. 

(iv) Coin intended. for ·reception into the strong room is made 
up into bags of uniform contents (Rs. 500, Rs. 1,000 or 
Rs. 2,000, according tn convenience of use) and before 
deposit tl1e contents of each bag are poured into scales, 
weighed, and tied up again in Lags, in the presence of 
both the Treasury Officer and the Treasurer. 

(v) Notes arc ma.de up in bundles according to denominations 
and counted. both by the Treasury Officer aud by the 
Treasurer. 

(vi) In the strong room itsel the bags of coins are placed as a 
rule in hon boxes or safes or wooden cliCsts, or occasion
ally in built recesses or wells, each receptacle being under 
double locks like tli'e strong room itself. Coin which has 
been longest in the treasury is given out first, ~o boxes 
or other receptacles being, for this purpose, brought into 
use simultaneously, one in which all receipts are placed, 
and the other irom which money required is given out. 

(vii) The bundles of currency notes are similarly kept in suitable 
boxes in order of receipt, so that those longest in stock 
may be first issued; and similarly with stamps and opium, 
all the separate boxes being under double locks, 

(viii) ~ treasury strong rooms also contain currency chests 
in which a port.ion of the cash balance held agii'fnst the, note 
circulation of the country is kept for remittance purposes 
(see paragraph 119). These chests also are under double 
locks, 

138. Montlily balance.-The working of the treasury proceeds in 
this way from day to day, and the ~puthly prooeu-ds completed by the 
cash (coin ood notes) present in the district treasury on the last day of 
the month being verified by the Collector himself, or by a responsible 
n&aiatant ii hec11hould not bc;i at headquarters, the cash in each sub
treasuyr eeiug similarly counted by the local officer in charge. An 
a-Otual cull balance report f6r the whole district-is then drawn up with 
which the -account 'l*lant-e ~· compared,. • 

' < 
137. Monthly ~s.-Thd' point has now been reached for the 

despatcn ol lho mont.liJY returns to the Acoouut Office. In the case of 
treasuries situated in tqo provincial areas of the local Governments of 
Uovernors' }'rovinces, tho returns are .~mbmitted to the Account Ofticer 
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of the Province, namely, the Accountants General in Madras, llombw, 
Bengal, the Punjab, Burma, Bihar and Orissa, and the Central-Provincea, 
the Comp~oller in Assam, aud the Deputy Chief Accounting Officer 
in the United Provinces ; and in the case of treasuries situated in the 
Central Areas, that is, those outside the territorial jlll'isdictions of .. the 
local Governments of Governors' Provinces, they•are submitted to the 
Accountant General, Central Revenues, except in the case of the North
West Frontier Province, where there is a separat.e Account Officer, and 
of Coorg in respect of whose transactions the Accountant General, 
l\fadras, is the Account Officer. • 

188. These monthly returns consist of (i) B,Qhedules or payments in 
two parts, the first part relating to the paymentK made trom the 1st 
to the loth of the month and the second part to those made dlll'ing the 
rest of the month; (ii) schedules of receipts; (iii) a List of Payments; 
and (iv) a Cash Aocount. These are written U)'t daily in the treasury 
from the Accountant's Cash Book and the Registers subsidiary thereto, 
and the vouchers are day by day nwnberod, arranged, and put away 
under lock and key. • 

• 139. There are Bt?pa.rate RCbodulcs for each Department or for each 
class of transactions not relating to any particular Department, and in 
them the transactions arc entered in sufficient detail to enable tho proli· 
minary compilation in tho Account Office to be made therefrom, and the 
youchers to be identified according to the classifiootion given in them. 
The List of Payments and the Cash Account show respectively the total 
payments ma.de, and the total receipts collected, dlll'ing the month, 
detailed according to ea.ch schedule, or, in respect of the Debt and Remft
tance transactions, according to broad account classification . ..,..1[be Cash 
!A.ccount.. also works up to the actual cash La.lance in the Treasury on 
the las• day of tho month, as personally counted by the Collector, after 
bringing into it the tota.l payments as shown in the List of Payments . 

• 
140. The first batch of payment schedules,• supported by the nooes-

sa1·y vouchers, is sent to the Account Office on the loth or 11th of the 
month ; and the remaining schedules, supported by the necessary 
youchcrs, the List of Pa.yt!ents, and Cash Account, which is accompanied 
by the cash balance re1"10rt (para.graph 136), arc sent on the lb't- of the 
succeeding month. 

:SOTE.-The prooedu~deeoribed above diffen in certain details in re.11peot of trea1unea 
in lll&dras a.11d those lituated in the Central Areas. . • 

141. The schedules, List of Payments %rid Cash Account, desoribed 
above as sent from ea.oh treasury monthlY to 'the Recount Officer, re
present the first stage of compilation of the public accounts (paragraph 
H8). They cover conjointly the whole of the public trannctions in 
India, including departmental accounts and debt• and remiUance, and 
work up conjointly to the cash balllnce at treasuries at the end of ~a.ch 
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month. 'l'hey may be said to constitute the primary fabric of the publio 
ac~ounts ir.. lnd~a. 

142. Daily and montltly agreemm~t.-lt will be noticed gen~rally that 
the correctness of the daily accounts of a self-contained treasury is 
secured by making two independent officials (the Accountant and 
Treasurer) separately tleal with and record ea.ch item of receipt and pay
ment 1.1.s it occurs, and by effecting an agreement at the end of the day 
betweon the two sets of actounts thus prepared, and at the same time 
verifying the actual cash balance in the hands of the Treasurer. This 
daily check is reinforced by the actual count of the whole of the cash 
balance in the treasury on the last day of each month Lly the Uollector 
himself. 

143. t;imilarly, the sate CU!itody of the treasure is secured by placing 
it conjointly in the hands of two independent officials, tho Treasury 
Officer and the Treasurer, (one of whom, the Treasurer, give.s substantial 
security), under the system of double locks. 

144. Imperial Bank of ludia.-At almost every station where there 
is a local Head Office or a branc.h of the Imperial Bank of India, Govern
ment deposits its treasury balances therein. The actual procedure 
varies according to the agenoy whereby Government authoriaes the Bank 
to accept receipts or to make payments. Thus, in a Presidency Town 
there is no treasury, and the Account Officer alone issuell the necessary 
authority. At other, headquarters stations of provincial Governments 
there a.re both Account Officers and treasuries, and in some ca.se1 the 
Account. pfficer issues the necessary orders and in o•hers the Collector.* 
Tkere a.re also branches of the Bank at many stationa where there are 
treasuries but no Aocount Offices. At such statiomi the necessary 
orders are issued by the Collector ; the Bank sends a. daily account with 
vouchers to the Collector who compiles monthly accounts in the ordi
nary way and sends them liO the Accouut Officer. Wherever an Account 
Ofil.Je intervenes, all pa~ents exceeding Rs. 20 are, unless there is fl 
special request for cash payment, made by cheques drawn on tbe Bank 
which sends a daily account with vouchers to the Account Officer, where 
a. monthly compilation is made therefrom. 

• 1451 lt is unnece888.ly to detail the classes of receipts and expendi-
ture which can be accepted O!" paid by the Bank without authority, or on 
the authoritJJ of the Account Officer or the Collector. It may be said 
generally that the Bank deals direct with the receipts and expenditure of 
departments which have iheir own letters of. credit and issue cheque& 
against them, and in ct.;her, 'cases it requires the authority either of 
the Account Officir or of the, Collector in respect ot both receipts and 
payments. 

- ·- ---- ----
• NoT&.-The term " lollector " as ull8d in tbil and tbe ne:itt parajlra1:h inch11.lce the 

(JJlicer in charge of the trea1ur.1, by whatevlt'!' deaignation he way ht! oalled. 
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146. It will be understoed, therefore, that, where th~ Treas1uy 
buainess is conducted by a branch of the Imperial Bank of India, the 
Bank pefforms practically the whole of the cash duties which, in a self
conta\ned Treasury, are conducted by the Treasurer. The daily re
conciliation i.<i, in consequence, effected between .the Treasury Account- -
ant's books and the Bank's daily returns, instead of between the Account
a:f!t's and the Treasurer's books. 

147. Check cit the T·reaswrJL.-In paragraph 130 it is stated that the 
Treasury Officer passes a paymen11 order in writing on each bill presented 
for payment at thti treasury, prO'l.rided it is in order. The words in italics 
connote_,.t;he check applied at the treasury to all bills before they are 
paid. ~e Treasury Officer has to satisfy not only himself but the 
Account Officer that the clu.im is valid ; and has further to prove that 
the payee has actually received the sum charged"' He has, therefore, 
to see that the claim is covered by general or special orders, that the 
voucher is in the proper form and properly drawn up, that it is signed 
(and if necessary cormtersigned) by the 1Jroper officer, that it is stamped 
if necessary, t.hat the arithmetical caTculations are correct, that the 
amount claimed is entered in words as well aR figures, that there are no 
erasures and that all corrections and alterations are attested by the draw· 
ing officer. This general check is applied to all vouchers before they are 
paid at a tren.sury. 
· L48. Its most important features are that this ~heck is applied b~fore 
payment, and that it secures that no claims not generallv and prima.facie 
admissible shall 4'e paid at a tr~asury ; and that all bills shall be drawn 
and receipted by the responsible officers, and shall be in the proper form• 
and arithmetically correct. While this check is an indispensable ele
ment of the general arrangements in India for preventing irregular pay
ments "from the public funds, it must not he confounded with the statutory 
,audit scrutiny conducted by the Indian Audit Department, whicih is 
generally audit after payment, that is, post-audit, and includes a. re-appli
cation of the checks applied at the treasur:v as well as a detailed examina
tion of every item of expenditure with the sanctions, orders, and codes 
of ~<different departm~ts. , 
1~ Clas~fication in the Treasury accounts.-As has alrea.ny been 
stated in paragraph 93, the bills and vouchers before p~senta.tion to• 
the treasury are required to be enfaced by the department concMned with 
the proper account classification ; and~eae . .eufa.oem.enis- the trans
actions a.re broadly classified in the schef!ulef'>" in the case of revenue 
receipts and service payments, and in the J.ist of Paylnents and the Ca.sh 
Account in the case of Debt and Remittance transactions. For this 
purpose these doouments have the broad account cla.esification.;printed on 
them, and in the majority of cases the totals of the monthl:v receipts and 
payments are entered against theoo printed heads from the subsidiarv 
registers ma.intained at the treasury. But a few i~s oocur every month 
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which do npt cle;...rly fall under any of the printed head£1, or in respect of 
which the full account classification is wanting, and these the treasury 
describes in detail in the body of the schedule or the Cash .M:count or 
tho List of Payments and leaves to the Account O~e to classify. The 
Account Office does this and~also chae!r'the classification already made 
by the Department..'tl Officers in the bills and vouchers and by the Trea
sury Officer in the accounts submitted by him. 
aXr.e~ laAP~ct!Plla-;-Each treasury is inspect.eel periodically 

by a Gazetted Officer deputed from the Audit Office. The Inspection 
Report is sent to the Collector in two& parts, one relating to matters ad
ministered by the Deputy Controller of the Currency and the other 
dealing with all other points. The Collt:ctor reports the action taken by 
him on the first part to the Deputy Controller of the Currency and that 
on the second part to the Audit Officer. These officers bring to the notice 
of the Commissioner (and of the local Government, where necessary,) all 
matters in which they think that the action taken by the Collector is 
inadequate. 

151. In matters of aocountil and check at the treasur:y the Collector, 
with the Treasury Officer under him, is responsible to the Aocount 
Officer, wh~e instructions he is bound to obey. The Account Officer 
does not,liowever, ordinarily interfere with the Collector's responsibility 
for its practical working further than by constant correspondence with 
him for the removal of irregularities detected in the accounts and returns 
submitted. The Deputy Controller of the Currency controls the " re
source"· .of the treasury, that is to say, he keeps it suf plied with suffi.
cilm.cy ol coins and notes, and, when necessary, removes surplus funds 
elsewhere. In all matters relating to Resource, the Collector is bound 
to carry out the instructions of the Controller of the Currency. 



Cu:P. 9.) DEPA'RTMi!NTB WHOSE INITIAL ACCOUNTS 

ARE CcJMPILED DEPARTMENTALLY. 

CHAPTER 9. 

53 

[ 1S2-1&3 

Procedure of Departments whose Initial Acc~unts are Compiled, in 
whole or in part, Departmentally inate1.d of at the Trea1ury. 

152. Receipts credited in lump, and payments made by ckeques.-We 
have now arrived at the point where a treasury has compiled the month's 
transactions and has despatchei;I. the month's accounts to the Account 
Officer. These treasury accounts are copies of the initial accounts, 
and on them are based the subsequent compilation in the Account Office. 
It is obvious, however, that, unless these accounts contain sufficient 
details of the classification of the items by which the transactions enter 
into the general account, the compilation of the same in the Account 
Office will not be poi.Bible. Such information can be furnished by the 
treasury in respect of those transactions only for which details are given 
in the cl.a'ans which accompany the money for payment into the 
treasury or in the bill on which moneyb drawn from the treasury. But, 
as has been •stated iu paragraph 91,_t}te receipts of some departments 
ar~ paid into the treasury in lump and.the payments for th~m are made 
1iy 9!J.e9.ues, and tho treasury is therefore not a.ware of the details of these 
transactions. ·-

153. In respect of receipts of all civil departments, and of receipts 
under the Debt and Remittance heads, as well as all corresponding 
payments, except in respect of these departments which are served 
by the Pay ahd Accounts Offices under the Separation Scheme,' the 
detailed information is available at the treasury. In the accounts 
furnished by the treasury, these transactions arc therefore entered in 
broadly classified detail, supported by vouchers which furnish such 
further information as is necessary for the compilation. But in respect 
of receipts of the Public Works, Military, .Railway, Indii!n Posls and 
Telegraphs and Forest Departments, and of all payments of these and 
certain other departments, including those served by the Pay and .Ac· 
counts Officers,* details1re not made available to the treasury 11nd thost• 
transactions therefore appear in the treasury account E!..tluJ11..11 _only:1 

by departm.i)ntt1_. with.out a.ny detu.il. In the case of these derartmeuts 
the maintenance of separate initial accounts subsidiary ,;o the treasury 
accounts is therefore required. These subsidiary initial accounts are 
.E!.epared by the <lepartpient co~!ned, an«!I copies of them are rendered 
to the respective Account Officers in tU; tia!le way as is done by the 
treasury. 'l'he present Chapter describes th(} relat1ons of the.se depart· 
ments with the treasury and also the a~rangements in each for the pre
paration of the initial accounts. 

• N uu:.-.An exception t.o t"-is will be found ID paragraph l5tl, 
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154. Organiwtion.-For purp"ses of Public Works Administration 
each provinre is divided into circles which are in charge of Superintending 
Engineers. Each circle is divided into divisions which are ap;ain sub
divided into sub-divisions. The divisions are in charge of Executive 
Engineers, and the sub-divisions are in, charge of Assistant Executive 
Engineers or upper subordinates who are called Sub-Divisional Officers. 
The Executive Engineers and Sub-Divisional Officers are also called 
Divisional and District Engineers in some provinces. 

The Department as a whole is again generally divided into two 
Branches-Buildings and Roads, and Irrigation-each Branch in a 
province being generally in char11:e of a Chief Engineer who controls the 
Superintending Engineers. 

(b) UELATIONS WITH THE TREASURY. 

155. Cheques and bills.-DiRbursing officers of the Public Works De
partment obtain from the treasury in two ways the cash which they 
require for disbursement,- either directly by bills drawn on the treasury 
or by means of cheque11. 

156. For the payment of pay and allowances of Government ser
vants, bills are drawn on treasuries. In some provinces the funds to 
meet contingent charges are also obtained in the same manner. Such 
payments a.re brought to account in the treasury accounts in the same 
manner as similar payments for the Civil departments, other than those 
which are served by the Pay and Accounts Officers, and do not snter 
the Public Works accounts which the Divisional Officers submit to the 
Account Officer. 

157. All other disbursements a.re made by Divisional Officers by 
cheques drawn on treasuries with which they are placed in account by 
the Account Officer. Letters of credit or assigr.ments are not required 
for this pu~pose. A Divisional Officer may also empower his Sub-Divi
sional Officers to draw cheques against his own account with a treasury. 
He keeps a Pus Book in which each cheque paid by the treasury is 
recorded by the Treasury Officer. The Pass Book is sent periodically 
to the treasury for completio'h. At the end of er.ch month, the Treasury 
Officer furnishes a certificA.te t.~ the Divisional Officer showing the total 
amount of cheques 'paid iiurinc the month against his account. The 
Divisional Officer checks the certificate and the Pass Book with bis 
accounts, ntd.kes out a list of cheques drawn but not cashed at the trea
sury, and then submiU the certificate with a list of uncashed cheques 
to tht Account Officer in support of h~ accounts. The paid cheques are 
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also sent to the Account Officer, twice a month,• by ~he Treallury 
Officer, in support of the lump debits in the lists of payments. 

158. •Receipts.-Receipts realized by the officers of the department 
are remitted as soon as possible in lump into the treasury. With each 
remittance a Remittance Book accompanied by.the usual ~7 ci'lan is sent 
to the treasury and the treasury acknowledgment ·is recorded in this 
book. At the end of each month, the Treasury Officer furnishes the 
Divisional Officer with a consolidated receipt for all remittances of the 
entire division during that mon,h. The Divisional Officer submits this 
receipt to the Account Officer along with his accounts. 

(c) PREPARATION 01'' INITIAL ACCOUNTS. 

159. Divisional and Sub-Divisional Offices.-The Public Works admi
nistrative and accounts unit iK the " division ", and it includes one or 
more sub-divisions. To each divisional office is attached an Accountant, 
who is a subordinate of the Account Officer but is posted to the Executive 
Engineer's office to check and compile the divisional accounts under the 
supervision and respon~ibility of the lttter. 

(i) Sub-Dimsional Accounts. 
160. J'unds.-A Sub-Divisional Officer is placed in funds in one of 

three ways :-
(a) by a fixed imprest or permanent advance which he can recoup 

on depletion ; -
(b) by transfers of cash from the divisional chest; 
(c) by a drawing account against the Divisional Officer's acc9unt 

with a treasury. · 
161. He generally has a cash chest in which he !>laces any depart

mental revenue received by him pending its remittance to the treasury, 
givin~ printed receipts for it signed by himself; and also, if he has a 
drawing account with the treasury, all sums drawn on cheques which he 
is unable to disburse at once to the payees. •If he is financed by a fixed 
imprest or an advance from the Divisional Officer's chest, he keeps 
the balance of the imprest or advance in his cash chest. Payments are 
only made on properly prepared bills, in cash from the chest in the case 
of imprests or advances, or by cheques where there is a drawilig•acoount. 
Cheques are usually drawn in favour of the actual payees (contractors, 
etc.), who present them at the treasury, but sometimes ru favour of the 
officer himself to replenish his chest when he.has small payments to make. 

162. Account RecOTls.-A Sub-Divisienal D.fficer's principal account 
records are-

Cash book. 
Muster roll. 
Measurement book. 
Works abstract. 
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N'Jn:.-Little or n'u depart.men ta.I revenue is as a rule eollected in sub-di vision•. Th1t 
ret"enue regiatel'I! will therefore bo considered in tho section devoted to the Dil"isional 
Officer's acoounts-8ee paragraph~ 171 el B8J. , 

163. Cash Book.-The Cash Book js the primary account record. On 
it the whole account.a of the sub-division are based and all other accounts 
and returns are subsidiA.ry to it. All receipts and payments are posted 
into it daily. The 'Sub-Divisional Officer regularly examines and init.ials 
it and is personally responsible for its correctness. It is balanced at the 
end of the month and signed by the Sub-Divisional Officer, who at the 
same time personally counts and certi5es the cash balance. 

164. MusteT Roll.-The Muster Roll, as its name denotes, is a nominal 
roll or list of labourers employed daily on works. 'fhere is generally 
a separate roll for each work. Payments on muster rolls are made 
and witnessed by the executive officer of highest standing available on 
the spot, who actually counts the labourers, has the payments made in 
his presence and attests tho roll. 

165. Measurement Book.-The Measurement Book is an initial 
account of the grcate~t importance in the Public Works Department. 
It is the basis of all accounts of quantities (and qualities), whether of 
work done by daily labour or by the piece or contract, or of materials 
received. From the Measurement Book, or record of quantities (and 
qualities) made on the spot by personal measurement by the res.ponsible 
executive officer, all bi)ls for work (buildings and roads, bridges, C'anals~ 
etc.), are prepared. 

166. It may be useful to pause at this point and note in what the 
exti:eme importance of the Muster Roll and Measurement Book consists. 
They represent the point of contact between the concrete facts and the 
paper accounts, or between the payments and their equivalents. It is 
here that the accounts may be said to obtain their original vitaliw and 
reality. Their accordance with the facts, through all their subsequent 
changes of form, depends Qn their truth at this point ; and it is on that. 
account that attention is primarily directed to an examination of these 
initial documents <luring the annual inspection of Executive Engineers' 
offices by Audit Officers. 

167 ... ~ks Abstract.-The Works Abstract records in detail the cash~ 
stock and other charges on each work whether carried out by depart
mental agency-or contract. In the case of major works, and in other 
specified cases where specially required by the Superintending Engineer~ 
it shows also the progress 6f the quantities of rwork done. For manu
facture operations, a Wot.Ks Abstract is required for each operation, and 
in addition an acco\int is' kept of the quantities and values of the pro
ducts of manufacture. 

168. St3re Accoun~.-Bcsides the above, the Sub-Divi1:1ional Officers 
keep simp1¥s lists showing the quanti~es of each kind of stores recehcd 
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and issued each day. At the end of the month acc"unts are prepared 
showing. the total quantity received and issued under each class of article 
during the whole month. In these accounts the receipts are also classi
fied according to the sources from which the stores are received and the 
issues' according to the works to which they are.issued. 

169. Monthly Suh-Divisional Accounts.-The monthly sub-divisional 
accounts are prepareu and sent to the divisional office a.s follows :-

The Cash Book and initial accounts of stores for a month are closed 
on the 25th or an earlier date prescribed by the Account Officer. On 
closing the Cash Book the Sub-Divisional Officer counts the cash in his 
chest and submits a Cash Balance Report to the divisional office. Copies 
of the Cash Book, supported by vouchers, are sent to the Divisional 
office twice a month or oftener as directed by the Divisional Officer, the 
copy relating to the last period of an account month being submitted 
with the Cash Balance Report. Within 3 days of the closing of the 
account of the month the Sub-Divisional Officer also submits the Works 
Abstracts and the month's accountfl of stock and tools and plant, etc. 
He does not, however, consolidate hie transactions into a compiled 
monthly account, this work being done in the Divisional office for the 
entire clivisiion. For such a consolidated account (see paragraph 177 
below) the division and not the sub-division is the unit. 

170. If the Sub-Divisional Officer is financed by an imprest, the 
Divisional Officer embodies the sub-divisional 'Cash Book in his own 
Cash Book; if, however, the Sub-Divisional Officer has a drawing account 
on the treasury, or if cash is transfel'1'!Eld to him from the divisional cash 
chest, his Cash Book is not embodied in the divisional Cash Booi but 
the transactions are consolidated direct into the monthly accounts of 
the .division. 

(ii) Divisional Accounts. 
171. Account Records.-As in the case of the Sub-Divisional Officer, 

a Divisional Officer has a ca.Rh chest, a ~ash Book, and }Ieasurement 
Books, and also Muster Rolls for works which are directly under his 
charge, and Works Apstracts, and uses them in the same way. The 
foregoing remarks under these heads apply equally to him. He has also 
store accounts, and in some cases manufacture and worksh~p-accouot.c;. 
He receives revenue, and in the same way as the Sub-DivisionRl Offii;er 
does makes payments for works, etc., on properly drawn.bills, by cheque\ 
or, if the bills are for small amounts, in ca!ih from his chest. 

172. The main accounts which he j:eeJ>' in addition to those kept 
in the sub-di vision are :- -

(i) The Contractors' Ledger. 
(ii) The Uegister of Works. 

(iii) The Transfer Entry ~ook. 
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llf'3. Cont,,,.actor1l' Ledger.-The Contractors' Ledger is a running 
account with each contractor, showing the amounts due by ,him for 
advances made to him, and to him for. work done by him, and is closed 
and balanced mont.hly. 

174. Register of WorlJs.-The Register of Works contains a record of 
every important original work or repair showing the expenditure month 
by month compared with the estimate. In the case of major works, 
or in other cases where specially required by the Superintending Engi
neer, the expenditure is here recorded by sub-heads of works, by which 
is meant items of work such as brick work, doors and windows, etc., 
which are specified in the sanctioned estimate. The object of such a 
record is to show the Executive Engineer the rates at which these 
different kinds of work are carried on ancl to enable him to obtain the 
necessary sanction. 

175. Transfer Entry Book.-The Transfer Entry Book contains a 
record of all transfer entries included in the accounts of the Division, 
as for example, work clone or pp.yments made by other Divisions or 
Departments, write-back of an erroneous debit or credi\., etc. The 
book is posted as Aoon as the transactions become known from advices 
of debit, transfer entry orders, etc. In this book is also entered the 
credit on account of cheques drawn during the month. 

176. Reuenue Accownts.-The mo.in records as regards revenue are
(i) Demand and realization registers of public works revenue 

collected in the Civil Department. (These refer princi· 
·. pally to irrigation revenue.) 

(ii) Rent registers and demand lists for the recovery of rents of 
Public Works buildings occupied by civil and military 
officers. , 

These are the two principal items of revenue in the Public Works 
Depart;ment. Other miscellaneous Public Works revenue is credited 
in the Cash Book as it occurs. 

177. Monthly Divisio-n.al Accounts.-The cash and stock accounts of 
the Divisional office for a month are closed on the.last working day of the 
month. 01\t closing the Cash Book, the Divisional Officer also counts 
the cash 'in nis chest and prepares a Cash Balance Report. The Cash 
Be.lance Reportf for the entire division enable the Divisional Officer 
to certify the correctness of the cash balance of the division as given 
in his Monthly Account submitted to the Accomi.t Officer. The Trans
fer Entry Book is also closod ~ soon as possible after the expiry of the 
month. The cash, stock and tr!'nsfer entry transactions of the entire 
division are then posted in the relevant schedule dockets, registers and 
schedules which are abstracted in the Monthly Account submitted each 
month to the Account Officer between the 7th and I 0th of th" month 
fo1lowin2 that to which it relates. 
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178. This account is accompanied by schedul~s (supported by 
vouchers), the more important of which are :- .. • 

(~:stock Account prepared from the Sub-Divisional Officers' 
accounts of quantities of stock received and issued during 
the month after their valuation in the divisional office. 

(ii) Schedules of Works Expenditure whic~ are prepared from the 
Sub-Divisional Works Abstracts comrleted in the divi
sional office as regards stock and transfer entry transac
tions. 

(B) MIIJJTASY DEPARTMEKT. 
(a) REI.ATIONS WITH THE TREASURY. 

179. Cash Collections and Funds.-Military receipts paid into a 
treasury have to be accompanied by an order for receipt signed by one 
of the responsible officers of the Department whose names are on an 
approved list. Funds are obtained by annual assignmentfl on treasuries 
issued on application by the Controllers of Military Accounts. The 
probable requirements of each month are specified in these assignments, 
and it is an essential feature of the ayangement that the payments at 
any stage sl!all not exceed the proportionate provision to date made 
in the assignment. Drawings against the assignments are made by 
cheques which, as usual, are sent by the treasury to the Account Officer 
in support of the lump debits in the treasury List of Payments. In case 
of emergent need, fwids outside the annual aflsignments can also be 
obtained under special arrangements. 

(b) PREPARATION OF INITIAL ACCOUNTS. 

180. Organisation.-The Military Administrative and Accounts .unit 
is the " District ", which is entirely distinct from the Civil " District " 
in charge of a Collector or a Deputy Commissioner, or the Public Works 
Diviaion in charge of an Executive Engineer. ~here a'?e- fQur Com
!D&Wl& comprising fourteen Military Districts and two Independent 
Brjgu.de .Ar.eaa ia llldia. I\ The accounts, internal audit, and dis\mrse
ments of one or more of these units are under an Account Offioer called a 
' Controller of Military Accounts." The actual arrangement is as 
follows:-

I. BTBBJUI CollllllllA.ND, 
PINDI

(1) walpindi District 
(2) W · · tan District 
(3) Koh District • 
(4:) Pesha D111t11c' . 
(6) Lahore • trict 

• 
Administrative 
Headquarters. 

RAWA.L· 

.. Rawalpindi •. • 
Dera Ismaal K~ • 
Kohat • • 

• Peshawa~ • .,..-. 
• 

Acc.lUD~ 
Headquarters. 

l Controller of Military 
~ Accounts, Northum 

1 Conuna.111.l, Rawal· 
pindi. 

Controller or Military 
Aooount~ Lahore Dll· 
triot, Lall.ore . 

• 
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Adm1nia+rative 
Headquarters. 

' 
11. EAsTEtm CmrnAND, NAINITAL-\ .--

(6) United Provinces Distri~t • ~rut • 
(7) Allahabad Indeptmdent Bri- Lu~now 

gade Area. ' 
(8) Presidency and Al!lllLm District Calcu\ta 

\ 

1 

\ III. WESTERN CoMllAND, QUETTA

(~.) Balucb11tan Distri.::t Quetta • \ 
(10) Sind and Rajputana District 

IV. SOUTHEBl'I COMMAND, POONA- I 

( 11) Deccan District. • 
(12) Bombay District • • 
(13) Central Provinces District . 
(14) Poona Independent Brigade 

Area. 
(15) Madras District 

(16) Burma District 

Karachi 

Secunderabad 
Bombay 
Mbow . 
Pl1ona • 

Wellington 

Maymyo 

' ' . 

Aocounta 
lfpa•lquartera. 

I: 

I Controller of Military 
~ Ac1:011nts, Ea11tem 
J Command, Meerut. 
Controller of Military 

Accounts, I'reaidenoy 
n.nd Assam District, 
Calcutt.a. 

}
Controller of )lilit.ary 

Accounts, Western. 
Command, Quettaa 

}
Oontroller of Militaiy 

A,.ccounts, Southern 
~ma,nd, Poona. 

Controll« of Military 
Aocoun•, Madras Di•· 
trict, Ba~n.lore. 

Controller of Military 
Accounts, Burma 
Jlistriot, Maymyo. 

181.)2\t. µi.e headquarters of each of the four Commands a senior 
offi.c!r "f tll Military Accounts Department, immediately subordinate 
to the Milite. Accountant General, is posted as Controller of Military 
Accounts, who i addition to being the Controller of Military Accounts 
of the account um under his direct control, is the chief authority for 
accounts and interna: audit of the Command and is empowered to over
rule a•decision on inte al a,udit given by another Controller of Military 
Accounts in that Com nd. He also arranges for the test check of 
accounts of one of the C trollers' offices in the Command every year. 
He is also the Jl•inancial A iser to the General Officer Commanding-in
(,tb_ief of t~ Command. e District Controller, besides being the 
Financiaf Adviser to the Gen ral Officer Commanding the District, is 
himself the officer responsible r the preparation, payment, internal 
audit and compilation of accoun . He is also responsible for the pre
paration of the periodical acdbunt the Distric~ submitted to the-Mili
tary Accountant General a'1d t:Jfe Au itor General, and also for the dis
bursement of bills anti. the-consqlidati of accounts in connection with 
Military Works expenditure. The mo ly pay accounts, travelling 
allowance clii.ims of all the units, office a.nd establishments in the 
District, and, also the Store accounts under e cost accounting system 
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of the Sup and Store Depots, are prepared loc.e.lly J>y Accountants 
and accounts clerks of the Military Accounts Department attached to 
e~ch unit.- On eceipt of claims from unit Accountants, etc., payments 
are made by C trollers after a careful preliminary check subject to 
detailed check c ducted subsequently. In addition to the detailed 
check of accounts i his office, the Controller arra.:ages for the periodical 
local inspection oft store accounts maintained in units. The duties 
of the District Contr ler r.ombine the functions of a Civil Treasury 
Officer and of an Accou t Officer of a Province. The Controller of the 
Presidency and Assam Di trict, Cafoutta, is charged with the additional 
dut~~s of dealing with Railway charges and with the accounts of Military 
Service Funds. J.. 

189. F1mds are obtained l>y disbursing officers by annual assignments 
(paragraph 179), and payments are made by cheques on t11e civil 
treasuriPs. 

183. Jli"a ition to the eight Controllers of Military Accounts specified 
in paralaph 0 above, who are mainly concerned with the pay and 
store accounts o combatant and departJJlental units in their respective 
districts or area, excepting ordnance and clothing factories and marine 
accounts,) there a Controllers for Royal Air Force Accounts, Army 
Factory Accounts, ilitary Pension Accounts, Northern and Eastem 
Commands, Milita.r ~Pension Accounts, Southern and Western Com
mands, and Marine ccounts, who are stationed at Ambala, Calcutta, 
Lahore, Mhow and Bo bay, respectively. These Controllers deal with 
the accounts, disbursem~nts, internal check and compilation of accounts 
of their respective flervices. J 

184. For the preparation of Fae~ accounts one account office 
under a Deputy Assistant Controller)s 11.ttached to each factory in the 
followh1g stations :-

Two Factories at Ishapore and one each at Cossipore, .T ubbulpore, 
Cawnpore, Kirkee, Aravankadu, Shahjahanpur9 ~-U~~\pj.'ldi.· 
The Controller of Army Factory Accounts arranges for thE:. periodical 
local inspection of the accounts of these factories. 

Thc>lJe94JF81li ;f ~= A~ Bombay, is the Financial AdvisP.r 
to the fiirectoJj ~-~ • J1i~ and is responsible for the mainten
ance of manuMMure and store accounts, and for the dii1tribu~ion of 
wages of the Bombay Dockyard. , 

185. The Military Accountant General, who is immediately subor
dinate to the Financial Adviser, Military :Nina.nee, is the head of the 
Military Accounts Department. ffo ensan,;tlf~ :n:aihienanci> of the work! 
of the Military Accounts offices at a big~ standard of efticienry, there 
is a Deputy Military Accountant General, attached to the Qftice of the 
Military Accountant General, who periodically visits tlle vario~'s Military 
Accounts offices. 
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186. Cash Collections and Pttnds.-Each raiiway station remits its 
cash collections daily 'to the Account Officer of the Railway at head
quarters, who makes consolidated payments into the headquarters 
Government treasury. At the end of each month a consolidated receipt 
is furnished by the treasury to the Chief Accounts Officer. A fow large 
stations pay their collections direct "into the nearest treasury. Funds 
are obtained on cheques drawn against monthly letters of credit in 
favour of the Chief Accounts Officer of the Railway. 

(b) Preparation of Initial Accounts. 

187. <:iovernment-worked Railways.-In this Chapter it is proposed 
to deal only with the initial accounting system in the Railways which 
are owned and worked by Government, and the following paragraphs 
relate exclusively to such Ra.I.ways; but it may be a9-ded that the 
general account procedure of other Uailways is much the same as that of 
Government-worked Railways. 

188. Receipts.-On Railways the revenue unit is the station, in charge 
of a Station Master, who remits his cash collections daily to the Account 
Officer and sends him.monthly accounts of receipts. Vouchers relating 
to foreign claims of Railways which are party to the Railway Clearing 
Account Office are sent with supporting lists to that office for adjust
ment. 

189. Each station maintains two main Cash Books for coaching 
and goods traffic respectively. There are also a number of subsidiary 
registers in which are recorded the details of the collections under each 
head of traffic. Thus, under coaching, a separate account is maintained 
in rgspect of passengers' tickets, excess fares, parcels, luggage, horses, 
carriages and dogs, etc.; and, under goods, on account of both inward 
and outward consignments. Each of these accounts is again sub-divided 
into two parts according as the traffic is" loc11l," that is, beginning and 
termin~ti•g on the home Railway, or "foreign," that is, beginning or 
terminating on another Railway. 

190. At tire close of the month each Station Master prepares two 
cash accounts called balan~e sheets, one for coaching and the other for 
goods transactions. The.entrir..s for both receipts and payments, (that is, 
remittances to the .Q.eaJ. offic~ are taken from the Cash Books and subsi
diary registers and are• suppf.lrted by vouchers and schedules. The 
closing balances represent the cash in hand or sums recoverable for which 
the Statioi! .Master is }leld accountable. 
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191. Payments.-The Station Master makes· no • paYVlents, »or 
indeed do any railway officers on open lines except in special cases. 
Payment/ are made by the Account Officers, after cherking the bills, by 
the agellf:ly of a staff of travelling pay clerks. The spending unit.s are the 
various departments of the Railway, namely, Agency, Engineering, 
Traffic, Locomotive, etc., or the Divisions where• the})ivisional system 
has been introdured. As checked and paid, the bills are entered in 
the primary registers and books, from which the monthly accounts 
of the Railway are compiled. . 

192. The executive departments responsible for the maintenance 
and working of open lines of Railway are not permitted (except in certain 
special instances) to make their own purchases of materials required 
by them in their operations. All such purchases are centralised in the 
Stores Department under the control of a Controller of Stores by whom 
issues of materials are made to executive departments as required. 
Initial documents connected therewith are submitted to the Account 
Officer, by whom the Stores Accounts are compiled, the Controller of 
Stores maintavung numerical records of'stock only. 

(II) RAILWAYS UNDER CONSTRUCTION. 

193. Organisnlion-For administrative purposes a railway line under 
construction is divided into a number of divisions, each being in charge 
of an Executive Engineer who is responsible fpr all the expenditure 
incurred in his division whether by himself or by his subordinates. As 
in the case of the Public Works Department, each railway division 
is divided into a number of sub-divisions which are in charge of Assi1Jt
ant Engineers or upper subordinates. 

194. The procedure followed in accounting for the receipts and pay
ments •of a Railway under construction is exactly similar to that de-

.scribed above in the section dealing with the Public Works Department. 
Similar records are maintained both by the F,.xecutive Engineer and his 
Sub-Divisional Officers, and monthly accounts in the same form are 
rendered to the Account Officer . 

• 
(D) INDIAN POSTS AND TELEGRAPHS DEPARTMENT 

(J) POSTAL SECTION. 

(a) Rekitiona with the Treasury. 
• • 195. Cash Collections and Funda.-Po£t Offices have one pass book 

with the treasury for both receipts and plymt;nts, 1¥hich is sent to the 
treasury with all transactions, as they occt!r, and attested by the Treasury 
Officer. Receipts are paid into the treasury with the usuaT Chalan and 
the, acknowledgment is given in the pass book • Letters ot credit are 
issued by the Accounts Officersrthe Deputy Accountanfs Genera.I, 



64 

198-199] DEPARTMENTS WHOSE INITIAL ACCOUNTS 

ARE COMPILED DEPARTMfNTALLY, 

[ CH.\P, 9. 

Ppsts and 1elegr-a.phs:-as required. Funds are drawn on simple receipts 
which support the debits in the treasury List of Payments. At the end 
<>f the month each Post Master sends a copy of his pass Mok to the 
treasury, where it is signed as correct by tho Treasury Officer. In 
paragraph 90 above it has been said that departmental receipts a.re 
pa.id direct into the freasuries. An exception is permitted in the case 
of post offices to 'facilitate Money Order and Savings Bank transactions. 

(b) Preparation of Initial Accounts. 
196. Organisation and Accounts Records.-The account unit is the 

Head Post Office, which incorporates in its accounts the transactions 
of the sub and branch post offices under it. The primary accounts 
maintained by a Head Post office are-

{a} The Treasurer's Cash Book. 
{b} The Head office summary. 
{c) The Head office Cash Book. 

197. Treasurer's Cask Book.-In each Head Post office one of the 
clerks is appointed Treasurercand receives and pays eJ.l money. All 
valuables are kept in a safe, under double locks, one key of which is held 
by the Post Master and the other by the Treasurer. All transactions 
of receipts and payments (including stamps) are entered in the Trea
surer's Ca!!h Book as they take place. At the close of the day the Ca!!h 
Book is totalled and, balanced and signed by the Post Master, who at 
the same time verifies the cash balance. 

198. llepd office summary.-This is a classified account of cash receipts 
atld payments of the head office and is written up daily by the Tree.surer, 
its daily balance agreeing with the daily balance of the Treasurer's Ca.sh 
Book. As each transaction of receipt and payment occurs it is entered, 
not only in the Cash Book, but also by an independent clerk in subsidiary 
registers, such as Letter Postage Account, Register of Miscella.neouP 
Re&ipts and Payments,. Register of Cash Certificates, Money Orders 
and Savings Bank J onrnals, Register of Treasury transactions, etc. 
The daily totals of these subsidiary registers are taken into the Summary. 
In this respect the system is similar to that of the Civil Treasury {Chapter 
8). IJl addition to the account items the Summary contains a memo
randum of items kept out of account in the joint custody of the Post 

"Master and die Treasurer, as for example, undisbursed pay and allow
ances, permanent advances, value-payable money orders remaining in 
hand, etc. It is signed <laity by both the Post~aster and the Treasurer. 

199. Head ok Oasl Botk.-This is a classified record of the daily 
transactions, not only of the ltead office, but also of the sub and branch 
offices under it. The entries are made daily by the Post Master from the 
head, sub"and bra.no~ office summaries (the two latter prepared in the 
head offict. from the sub and branc_h office accounts), and progressive 
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• 
totals are given from day to day. A daily balance Rheet is also prepared 
to effect•a reconciliation between the head office Cash Book and the 
Tre&Bl.\1'er'e Cash Book. 

200. On the first of each month a cash accou~t is sent by each head 
office to the Deputy Accountant General concerned. The en.tries are 
taken from the head office Cash Book and a statement is given at the foot 
of the account showing total drawings from and remittances to each 
treasury with which the head office (including its sub and branch offices) 
has transactions. The cash account is signed by the Post Master and is 
accompanied by a cash balance report in the prescribed form, as well as 
vouchers and schedules. 

201. Periodical Returns.-In addition to the monthly cash account 
.and cash balance report, the head office sends weekly or fortnightly, 
as the case may be, to the Deputy Accountant General concerned, 
journals of Money Order, Savings Bank and Cash Certificate transac
tions of its own and its sub and branch offices supported by vouchers. 

202. RailWjiy Mail Service.-ln the Jase of the Railway Mail Service 
the account unit is the Head Record Office and the primary account 
maintained in the office is the Cash Book in which the transactions with 
the local Head Post Office are recorded. Cash accounts are submitted 
twice in the month by each Head Record Clerk to the Account Office, 
which incorporates the accounts in the Classified fi.bstract hy the Head 
Post Office concerned. 

(IJ) TELEGRAPH SECTION. 

(a) Relations with the Treasury. 

20:f. Oask Collections and Funds.-There is a. separate pass book for 
~eceipts, which, together with a clialan, is sent to the treasury with •ch 
remittance, and is signed by the Treasury Officer. Telegraph officers 
obtain funds from treasuries by drawing money on cheques without 
letters of credit. The debits in the treasury list of payments are sup
ported by the pa.id cheq~es. 

(b) Preparation of Initial Accounts. 

204. Account Records.-Sepa.rate accounts are maintained by each 
Divisional Engineer and ooch officer in char_gtPof a Radio or Signal office. 
The former is responsible for all receipts ,.nd 9expenditure incurred in 
connection with the construction, maint011ance· and repair of telegraph 
lines within his jurisdiction, while the latter has to account fol.9a.ll receipts 
and disbursements of his own office. 

205. The primary account record in the case of Divisiodal, Radio 
.and Signal offiees is the Cash Book •which contains a. comulete recoM of 

D 
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the cash tr11.nsactions as they take place. At the close of the month a. 
classified account, called the P'rimary Abstract of the Cash0 Book, is 
prepared and sent to the Deputy Accountant General, Posts and Tele
graphs, for audit and further compilations. 

206. Store Transactions.-.A central depot in Calcutta, with branches 
in several places 'in India, maintains a very large stock of materials 
and instruments for the use of the department. Detailed ledgers for 
these stores are maintained by the Account office, to which the depots 
render daily accounts of receipts and -issues. Monthly adjustments a.re 
made in the Account Office debiting the proper account heads w.ith the 
net value of stores issued or freight charges incurred. 

207. LocaZ Accounts.-In respect of construction, Divisional Engi
neers of Telegraphs stand on a footing analogous to that of Executive 
Engineers of the Public Works Department. There is, therefor~, a 
similar procedure in respect of Registers of Works, Muster Rolls, and 
Contractors' Ledgers. 

u 
(E) FOREST DEPARTMENT. 

(a) Rel,ations with tl1e 1'reasury. 
208. Gash Collections and Funda.-The Forest Department does not 

use a pass book for treasury receipts or payments. Receipts are sent 
to the treasury with &. chaZan in duplicate, one copy being retained with 
the treasury, while the other is returned as an acknowledgment. Funds 
are obta~ed on cheques against, letters of credit issued quarterly by the 
Deputy Controller of the Currency. It is optional, however, with the 
local Government to abolish letters of credit for Forest Officers, and to 
allow them to draw cheques on treasuries with which they may be placed 
in account by the Account Officer. A consolidated receipt for the 
month's remittances is furnished by the treasury to the Divisional 
Forest Officer. The debits in the List of Payments are as usual supported 
by the paid cheques. 

(b) Preparation of InitiaZ Ao~ounts. 

20&. tYrganisation.-As in the Public Works Department, the Forest 
.administrative and accounts unit is the "division ", which includes one 
or more sub-d'ivisions. The division is under the charge of a Divisional 
Officer, on whom rests the responsibility for the effective internal check 
and control of the acc<z,urits, of the entire ditision, in respect of both 
revenue and e:x:pe:r;iditure. ' • 

210. T}\e Conservator, wlfb is in charge of a " circle " comprising 
number qJ " divisions ", is responsible for exercising a strict control 
over the whole outlay for Conservancy and Works and for examining 
the charges on account of travellinv.callowance and continjtencies. 
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211. Account Records.-Like the Dh•isional Officer in the Public 
Works D~partment, each (Divisional and Sub-Divisional) Forest Officer 
has a cash chest in which he keeps revenue not remitted to the treasury 
and money drawn from the treasury not paid awa~ The oash is counted 
by the Forest Officer himself on the last day of the :rm>nth and a report 
is sent to the Account Officer. 

212. The main divisional account record is the Cash Book, in which 
are recorded the daily transactio11.s as they take place as well as the 
monthly total of the Sub-Divisional Cash Books received towards the 
end of the month. 

In addition to his Cash Book the Divisional Officer main
tains a Contractors' and Disbursers' Ledger or running account with each 
departmental contractor and disburser. 

213. Besides the Cash Balance Report mentioned in paragraph 211, 
the Divisional Officer renders the following monthly accounts to the 
Account Officer :-

(i) Cas'h Account ; 
(ii) ClaBSified Abstract of Revenue and Expenditure ; 

(iii) Schedule of Remittances of Revenue to the Treasury; 
(iv) Abstract of Contractors' and Disbursers' Ledger. 

214. The Cash Account is a general account- of the receiptg and 
disbursements of the whole of the division, and is compiled from the 
Divisional Cash Book. In the Classified Abstract of Revenue and 
Expenditure all items of revenue and expenditure for the month are 
classified and a.rtanged in accordance with the prescribed accounts 
ola.ssification, the entries being made in such detail as may be required 
by the.Account Officer. The Schedule of Remittances is supported by 
the treasury receipts, and shows each item of remittance separatelt· . 

(F) OTHER DEPARTMENTS. 
215. Central and Provincial Deparlments.-Other departments whose 

initial accounts are not fQJ.ly compiled at the treasury, are-
(i) All Civil, Public Works and Forest Department\ .in the 

United Provinces-both Central and Provincial ; 
(ii) Certain Central Civil Departments elsewhere •than in the 

United Provinces, which are se~ed by Pay and Accour.its 
Officers. A 1ist of the more• impertant of them will be 
found in paragraph 69 ; 

(iii) Indian Stores Department ; aJd 
(iv) Northern India Salt Revenue Department . 

• 
216. General arrangetMflU.-As regards (i), there are seteral Pay 

and Accounts Officers, each deaiing with one or more Provincial 
D2 



68 

217"218] 

" 

DEPARTMENTS WHOSE INITIJ\L ACCOUNTS 
ARE COMPILED DEPARTM~NTALLY, 

[CHAP, 9. 

Departments, and one dee.ling with all Central Departments. The receipts 
of revenue and the transactions relating to Debt and Remitta::ioe heads 
are handled by the treasury in the usual way, but for the disbursement 
of departmental expenditure hills are presented to the Pay and Accounts 
Officers who, afttlr cliecking the validity of the claims, issue cheques 
in payment of the bills which are retained in the Pay and Accounts 
Office. The Treasury Officer furnishes at the end of the month (a) to 
each Pay and Accounts Officer a Achedule of receipts and a schedule 
of cheques paid pertaining to each Department served by the latter, 
and (b) to the Deputy Chief Accounting Officer, United Provinces, a 
Cash Account and a List of Payments for the whole receipts and lle.y
ments during the month. Each Pay and Accounts Officer then com
piles the accounts of the department or departments served by him 
for submission to the Deputy Chief Accounting Officer who compiles the 
account of the whole Province. 

217. As regards (ii), the procedure is the same as stated above, the 
only d~fference being that the ;•nonthly compiled accounts of these Pay 
and Accounts Officers are sent to the Accountant G~neral, Central 
Revenues, in whose books they are incorporated. 

218. The Accounts of the departments mentioned at items (iii) and 
(iv), which a.re Central Departments, are under the charge of the Audit 
Officer, Indian StoreR Department. The receipts of these departments 
are paid into the treasury in the usual way, except that remittances 
made by the departmental officers of the Northern India Salt Revenue 
Departm~nt are entered in a pass book and accompanied by a chalan. 
Payments to Officers of these departments are made by the Audit Officer, 
Tndian Stores Department, by means of cheques drawn against letteJ;.s 
of credit issued by him. Receipts paid into the several treasurieit appear 
in their Cash Account submitted to their respective Account Officers, 
whu pass on the credits ~ogether with the necessary documents, if any, 
to the Audit Officer, Indian Stores Department, for final adjustment 
in his books. 
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The Original Records. The Basis of Accounts and Audit. 
219. Accuracy.-It it the duty of audit to take all poesible 11teps to 

ensure t'hat the accounts represent the actual 8tate of aflairs. The 
accounts of the Civil, Public Works and Forest Deplrtments (except 
in the United PrOvlnces and the North-West Frontier Province) arE 
compiled in the combiRc!L..!udit _and A~c~unt OffiQ.ll.~. and so also arE 
those of the Indi~n' Posts anif"Telegraphs Department ; and it is, there· 
fore, possible for Audit to certify that, throughout the whole system, 
these ~unts are, to its satisfaction, accl!!l!wY built ..!!P_Jr.olll the 
D.£lQids submitted by the treasury, or ot'li':' departmental officers. Jn 
the case of Accounts which have been separilottld from Audit the com
pilation made by the *t•f:tjatit 'Office is 'rliecked by the Audit stafi, and 
in these cases also audit is able to certify to the correctness of the com
pilation from the records submitted to the Acrount Office by other 
Officers and from those which were alrea<!J in its possession. 

220. Vouckf'rs.-lt has been shown in Chapters 8 and' 9 t11at ~ 
asicounts submitted to the Account Office by the treasury or departmental 
officers are ~JJ~es gf the initial accounts supported by the necessary vou
cher1:1. Thus, the :in.ajpr portion of the original records, name! y, the initial 
accounts and other books or papers on which the1:1e accounts u.1 e ba~ed, u.re 
reta1ii.~d in the offiC"es where tht>y originate. ~.~rf., therefore, the vou
Wers,I!.ireived }Vtth.,.t~e nwmhly accounts, the position in regaru to which 
is ex11laincd in tlie following two paragraphs, the original records are not 
available either for Accounting 01 for Audit wllei1 dealing with the compi
'littit>n-at a Central Office.-n--is" ·allvious, however, tnat, unless the 
onginal records represent facts, ~ .. JU:C:Uill.cy. of .iJle subsequent work 
perTornteaoii the basis of these records is of no avail. It i11 most 
important, then, to see how far Audit is able to ascertain the accuracy 
of the original records. • • 

221. As has already been statcd~rery.,.GQ:vemment payment is 
made on a document called a vourher or an acquittance) which gives 
the amount, nature, and• period of the payment and all other details 
necessary for its complete identification; and contains a 1'<;,llipt .of 
~.l!:dgment...ut.acquittance by the person to whom the"'PaymeJJt, 
is due. This system, whereby the payer obtains documen\ary eviJence 
from the payee in proof of the payments mide by him, is unive1·sal iv 
both public and commermal accounts. F5om 1Ji.e point of vi~w of t1e 
payer the document is called a voucher or il:qui~tanci ; from that ot 'lihE 

payee a receipt. Where payment on a biU is made by cheque the paid 
cheque forms an additional vouch~pport of the actull paynfen1 
made in ea.sh. It is the dut_x of Audit to en!orc" this syste:afi1 that is1 

to see that for everypaynlent theieji a voucher in proper fornr, properly 
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drawn up, arithmetically correct, and receipted by 1he proper person. 
In the case of payments made on bills, whether departmentally or at 
the treasury, the preliminary c1leCK fo this direution is made at the 
departmental office or at the treasury, and ~ vouchers (except those 
for petty payments) are then submitted with the monthly accounts 
and are finally ci1ecked by the Audit staff., 

.,/ 222. Wkat Vouchers represent.-The Public Works or Railway 
Engineer counts coolies and records their numbers ; he measures construc
tion works and enters the figure in a note-book; t~ Civil or Military 
Officer musters and enumerates the establishments, corpa, etc., he has 
under him, and prepares and signs a pay bill for them ; he signs or 
countersigns a travelling allowance bill for himself and others founded on 
special or general knowledge that the journeys claimed have aclually 
been performed ; he submits a claim for contingencies or supplies after 
seeing personally (or through others) that the articles charged for are 
required for the public service and have actually been purchased and 
brought into public use : the.Collector counts cash or stamps or opium 
in his treasury and thus proves his accounts for the month, etc., etc. 
At th~ points the accounts gmi11g direct from the facts ; at these points J_ 

they obtain whatever vitality and reality they posseBB ; their accordance 
with the facts, through all their subaequent changes of form, depends 
on their truth at these points. Generally speaking, in India, Audit 
does not come in here at all ; the executive and administrative disburs
~cexs a.lone verify the initiil record with fact ; the accordance of 
the initial record with fact is accepted by Audit on their statement BJJ.a 
responsibility, except where there is collateral evidence of error. 

223. Jleceipts and Oertificates.-=:-What Audit does in all these cases 
is to require receipts of the payees, certificates of the disbursing officers 
and the countersignature of controlling officers. Thus for constructiqn 
it'lequires receipts of thf) contractors and others to whom large payments 
are made (not receipts given by individual labourers}; certificates given 
by the disbursing officers of measurements of work done, of counting 
ot labourers and of receiving supplies and o~ completion of work ; and, 
in the crse of works for which contracts are executed, the rates approved 
by tlle authorities sanctioning the contracts. For contingencies, receipts 
given by private payees {except those for petty amounts} are obtained, 
and certificates from the disbursing officers that the payments were 
necessary for the public rervice and have actually been ma.de : also, in 
some cases, the disbuners: 'certificates are r&in.forced by countersigna
ture of the billet by superior officers. For pay, receipts are obtained 
from gaz<-tted officers, and 'for non-gazetted officers certificates (from 
heads oi offices) that they have actually been present on duty, and that 
previous pay has ht.en pa.id to them and their receipts recorded. For 
leave and pension payments, recei1ts only are necessary : for travelling 



CHAP. 10.] THE ORIGI.NlL RECORDS. THE BASIS OF 
ACCOUNTS AND AUDIT. 

71 

[ 224-228 

allowances, receipts (not from non-gazetted officers), .technical certi· 
ficates and countersignature, etc:, etc. • 
./ 224. Tile cggc~ Qi, the Audit office with the facts is, therefore. 
through receipts and certificates, re-inforced in some cases by counter 
signature. It has no OPJ>Ortunity of seeing tho facts with its own eyes 
and comparing the bills with them. The questiolf therefore arises how 
far receipts and certificates guarantee the facts. It ma)' be said at once 
that w.,hlle_th~y a.re mu® bette~ than nothinG,..Jb~ .C3tWtm..i:J.la,ran1;eei 
th,~. fa.ct~_m.th_a.baWute_a.{:9~. 

V 225. ! m:p_os~ib~!i!..Y of v.!!}fl~ati'!!" "by Audit office.-It must he admitted, 
however, tliat it would lie 1D1.poss1blo for Audit to verify the initial facts 
unless a representative of that Department were present at every aot 
vouched by the certificates enumerated in paragraph 223 above. Those 
acts include the payment of the pay and allowances of, and the journeys 
performed by, every Government servant, the measurement of all work 
done by and for the Public Works Department, and the verification of 
Government stores of all descriptions, using the word " stores " in its 
widest sense to include coin, stamps and ~her valuables. It is obvious, 
then, that the- Audit Department could not verify the actual facts 
without a very much larger ostn.blishment, and the extra expenditure 
thereby involved would undoubtedly be disproportionate to the advan
tages obtained . 
./ 226. Part playe,d by countersigning and controllin!! officers.-The recog
nition of this fact had led to the check exercised by Audit being !.l!PP.le
mented to a large extt.nt by executive check. Work done and paid for 
ill the Public Works Department is inspeeteif by superior officers of the 
Public Works Department, travelling allowance hills are checked by 
countersigning authorities who are in a position to have knowledge of 
journey:s performed, bills for important contingent expenditure are · 
counter;ngnod by controlling officers who can verify and judge the neces-
1:1ity for suoh expenditure and the proper rates of payment and oan satj;fy 
themselves at inspection that the matoriaJA billed for have been 
purchased . 

./ 227. As regards the verification of original records relating to the 
receipt of money, where sf!ch receipts are required to be audited by the 
Indian Audit Department, the position has been explained in Ch\pi6~ 12 • 
./ 228. Because this work is not done in the Indian Audit.Department, 
there is a tendency in the Department to overlook its importance anJ to 
consider that it would be ~etter done if it wer" undertaken by the officers 
of the Department. But, although the la.tW!r ha¥e tho technical training 
in checking accounts, executive officers hale a~ intillla.te knowledge of 
the details of the work done and are in it better position to verify the 
facts and to check the economy of the expenditure paMed by• "Uiem than 
outside officials would be. Audit ha~, therefore, t~ depend largely upon 
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th3 executive in' this respect. It is, however, the duty of Audit Officers 
to scrutinise, with reference to the records submitted for audit the man
ner in which the executive officers discharge their financial lesponsibi
lities; and, in order to supplemen~ the scrutiny thus made centrally, a. 
local inspecti->n, including a test audit of the original records of the 
Treasuries, Public Works Divisions, and (wlinc p1Jssible and drsirublt•) 
other important' account tni.its, is conducted periodically by the Audit 
Office. (See Chapter 35.) 
. 229. Audit is, howe~er, !!Ot entitlwl..to make independent enquiries 
among the tax-payers or the general public, as such action is held to be 
an encroachment on the £1mctions of the executive. Audit should 
coafiile-itseirfo calling upon the executive to obtain and furnish the 
necessary information ; and, in ca.ses of difficulty, it should confer with 
the executive as to the best means of obtaining the evidence which it 
requires. 

230. Detection of Jraud.-It has already been pointed out that c9:r,n~ 
~41...&udit ~6~riii'" detection of fraud as one of its main duties. 
But such detection is almost idi.possible except at the verification of the 
o::iginal record, and so tho detection of fraud in the Audit office in India 
is very rare. Aud yet it must not be hastily assumed that this indicates 
a defect in the system of Government audit in India. The <letection of 
fraud by an c.xocutivJLQffi.Q.er is frequently due to the letters issued by the 
Audit oftico plainly indicating that something is wrong. Thus in one 
casf'! the Audit Officer pointed out that in a certain office there were fre
'l uent violations of the important rule that money should not be drawn 
iiractvance ~quirements. This led the head of the office to examine 
his accoant carefully with the result that he detecied frauds amounting 
to over Rs. 3,000./, Numerous similar cases can also be quoted showing 
that action taken bv the Audit office has led to the detection of fraud. 
Frauds a.re also detected at tho local inspoctionH mentioned in paragraph-
22&,- which give the exper.t eye of the trained auditor an opportunity to 
detect in the original records suspicious factors which could not come 
to notice in tl1e Central Audit Office. 

231. It is essential to investigate frauds c~ref ully because valmible 
lvssonEj Clf.3 almost always be learnt from them. There is a tendency to 
suggest the framing of new rules to prevent ea.oh particular fraud. This 
'tendency shottld be resisted : there are quite enough rules already, and, 
it the preventive machinery: is made too elaborate, the chances are that 
it will not work efficiently. "~e main point in "every fraud investigation 
must be to ascertajn wn"ethu tl1e exercise of ordinary uommon sense, 
such a.s one ought to eipect Jrom every Government officer, and the 
application ~f existing rules, would not have rendered the fraud impos
eibJe. 'fht importance of this line of investigation should always be 
Lorne in mind, because fraud is prev<'nt.ed far more byi:p1mishing the 
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demkator1 and the officer whose negligence rendered the fraoo possible, 
tlia.n by adding to the enormous number of rules already in existence. 
But frau! investigation may sometimes indicate a defective system of 
check and then the revision of the system is essential. 

232. )lecords submitted to the A.ccount Office.-Tho main monthly 
records submitted to the Account office by each treasury are, as already 
stated, the cash account and tho List of Payments with supporting sche
dules and vouchers. 

233. The important feature of !he Cash Account is the abstract which 
starts with the opening b~uan~e, shows the total receipts and payments, 
and thus works up to the closing balance. The actual cash balunces of 
the treasury and sub-treasuries are also shown in detail so that the 
account 1md the rash ha.lane·' can be verifiPd. ThP I ikt ot Pa' meuts 
together with the schedules appertaining to it, shows the vouchtrs 
required, the vouchers forwarded, and those still to be suhmitteq. It is 
also to be seen that the details in each work up to the totals and that the 
details agree with the supporting doou111ents. 

234. Simih~ accounts are also submitted to the Account office direct 
by officers who draw money from the treasury hy cheques and keep the 
detailed accounts of the payments made, and similar checks are r..pplied 
in those oases also. 

235. ht chockin_g tl_!e .!c.>~ch~rlJ furnished in su11port of the accounts 
the more1mportant points to which the auditor devotes his attention 
a.re:-

That the vouchers aro in the 1prescribed form, that they are 
duly receipted by the payees, that they are in original, that 
a brief abstract is given in English under the signature of 
the drawing officer on all purely vernacular vouchers, and 
that vernacular signatures are transliterated, also that sub. 
vouchers contain notes of dates Qf payment. 

(b) That they are numbered with reference in tho number in the 
List of Payments, schedule, Schedule Docket ur other 
account, as.the case may be. 

(c) That the details work up to the totals and that the \oiUi are 
in words as well as in figures. 

(d) That they bear a Pay order, signed by the Treasury Officer in 
the case of rouchers cashed at ireasuries or by tho respon
sible disbursing officer in the~ase .. f other vouchers. 

(e) That they are stamped " Pai<l." 
(J) That there are no erasures, and that any alteration& in the 

totals are attested by the officer C( ncerned as n!any times 
as they are made. 
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(g) 'i'hat receipt stamp:i are affixed to vouchers, where necessary, 
and that they are punched. ' 

(Ii) That, except in cases in which it is specifically authorised, no 
payment is made on a voucher or order signed by a subor
dinate iAstead of the head of the office himself, or on a 
vout:her or oul.er signed with a stamp ; and that copies of 
sa1wtions are certified by the sanctioning officer or by a 
gazetted officer authorised to sign for him. 

(i) That, in all cases in which it is prescribed that agreement 
should be effected between two different documents, the 
fact of the agreement is noted on both the documents and 
initialled by the accountR clerk who makes the agreement. 

{j) That if a treasury voucher be paid by transfer, it is stamped as 
having been so paid, that the head to which the amount is 
credited is noted on it, and that the credit is traced in the 
cash account when possible. 

(~·) That Fund and Income Tax deductions have ,boon correctly 
made. 

(r) That, except in certain specified cases, no claim against Govern
ment not preferred within six mQnths of its becoming due 
has been paid without the sanction ol the Account Officer. 
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CHAPTER 11. 

Cla11ifieation of Receipts and E:ii:pencliture in the Government 
Account. 

236. Main principles of Olassiflcation.-One o1 the most distinctive 
features of the public account system of India is the minute elaboration 
with which the financial transactions of Government, under both receipts 
and payments, are differentiated and classified. 

237. The main divisions of Gonrnment accounts a.re:-

(i) Revenue. 
(ii) Capital. 

(iii) Debt. 
(iv) Remittance. 

(i) The first division deals with the proceeds of taxation and of pay
ment for services rendered by Government, and with the expenditure 
therefrom, the .result of which representB the surplus or deficit which 
determines the feasibility of reduction, or the necessity for increase, of 
taxation. (ii) The second division deals with expenditure met usually 
from borrowed or accumulated funds, such expenditure being incurred 
with the object either (a) of increasing material assets or (b) of reducing 
recurring liabilities, such as those for future pensioni by payment of their 
capitalised value. It also deals with final receipts of a capital nature 
intended to be applied to capital expenditure, such as contributions 
received from Indian States or Railwav' Companies for railway con
struction. (iii) Th~ third division comprises receipts and payments in 
respect of which Government becomes liable to repay the monies received 
or has lZ claim to recover the amount paid, together with the repayments 
of the former and the recoveries of the latter. (iv) The fourth and last 
division embraces all ca.sh remittances from one treasury to anotl!er, 
besides those which a.re necessitated either by the constitution of the 
Accounts Department or by the existence of the Home Treasury. Cre
dits and debits ta.ken to .those heads in the first instance a.re cleared 
eventually by adjustment under final heads. 

238. The main unit of classification is the Major Head, such ss 
'5-Land Revenue' or 1 26-Police '. As was explained-in paragraph 
16, each such item is determined either by the administrative cla.ssifica· 
tion of the activities of G<fvernment, (that is 1'b say, by departments,) o.r 
by the classification of the nature of the t:..nsa~tion. There are about 
45 Major Heads under Revenue, 57 under Sehlice, •(the Expenditure 
Section corresponding with Revenue), 30 under Capital, ami about 62 
on each side of the account for Debt and Rem:ittance heads. These Major 
Heads are combined into Groups called Sections 'which havfl specified 
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titles such as A .-<-Pri'nci.pal Heads of Revenue ; B.-Railways; C.-lrriga
tion, Navigation, Embankment and Drainage Works, etc., etc., the Capital 
sections being distinguished from the corresponding Revem .. e sections 
by double letters, such as AA., BB., CC., etc. There are 12 such 
Sections under Revenue, 12 under Service, 7 under Ca.pital and 9 under 
Debt and RemiUance htia.ds. The Major Heads are sub-divided into Minor 
Heads numberinjt several hundreds, and the Minor lleads into sub-heads 
and detailed heads, which run into thousands. 

NoTE.-The minor and other subordinate heads of accounts pl'Ollrribed for the 
clasRifiration of expenditure in the ~eneral &orounts are not ne<.'69sarily the 11a.mc a• the 
aub-hea.ds and other unit& of grants or a.ppropria.tions which arc selected by the Finance 
Df'partment for Demand& for Grants and the Appropriation Accoun~'l laec pa.re.graphs 
319 anrl 320). 

239. The Capital Section of the accounts may be sub-divided into

(1) Expenditure charged to revenue. 
(2) Expencliture not charged to revenue. 

The meaning of these exptessions will be clear fron). the following 
extract from Circular No. 3 P. W., dated 24th September 1921, of the 
Goverument of India, Public Works Department:-" When t.he hudget 
is prepared, the local Government estimate, on the one side, the revenue 
likely to be realised during the year, and on the other side, the expendi
ture which they propose to incur from this revenue. The account of 
this revenue and expenditure is known as the revenue account and such 
expenditure is <',ommonly described as 'charged to revenue' which is 
synonymous with saying 'charged within the revenue account'. Ex
penditu'\le ' not charged to revenue ' is similarly synonymous with 
l'!xpenditure ·'charged outside the revenue account'. Resources 
outside the revenue account take the form of Joans, accumulated b:i.lances 
of previous years, the revenue surplus of the year in question after all 
e~nditure chargeable to revenue has been met, and certain other 
sources of income not classed as revenue." 

240. Outside these thousands of heads of classification or account, 
there is a further broad division into Central a._'ld Provincial, the former 
consi11ting of revenue and expenditure administered bv the Central 
Government and the latter including the revenue and expenditure 
~ntrusted to tJie control of a local Government of a Governor's province 
under the Government of India Act. Provincial expenditure is again 
dividP.d into " Reserved " ·Jr " Transferred " according as the subject 
on whi h it is incurred is adn;11nistered by the Governor in Council or the 
Governor acting wi~h Ministers. The division of subjects into Central, 
Provincial Reserved and ProTincial Transferred is determined according 
to the c}a,qsification given in the Devolution Rules. The expenditure 
under these heads ·is further classified, under the Government of India 
Act, into v'oted or ~on-voted, accordii.g as it is subject to the vote of the 
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legislature or not. A mori detailed examination of this subject Wiill be 
given in Chapter 15. 

241. Purpose of detai'led classification.-The object Af all this elabQrate 
classificttion is to secure the utmost possible uniformity ~f accounting 
amid tlie immense volume and variety of the financial transactions of 
the Government of India ; and thereby to render possible, not only 
reliablp comparisons between the accounts of different localities and 
periods, but especially the preparation of budg~ estimates, or forecasts 
of receipts and payments. (See paragraphs 103 and ~Ot) Classification 
carriecl to this extent also compels each disburser to a minute periodical 
review of the public receipts and payments in his charge, and so makes 
for effective financial control an9d economy. 

!42. The Central Government (including the minor local Govern
ments, except Coorg,) the loca1 Governments of Governors' provinces, 
and Coorg, are separate Governments for purposes of classification of 
revenue and expenditure. Subject to certain restrictions in regard to 
inter-Governmental adjustments, the broad principle which governs 
cla11sification generally is that the head to which a receipt or payment 
belongs has closer reference to the department in which it occurs than to 
its objects ~r grounds. 

243. Responsibility for classification.-The process of clc1.ssification 
has to be carried out most carefully and rigidly. The primary respon
·sibility for classification of bills, vouchers, etc., rests with the Adminis
trative authorities. Thus, on the face of every bill or voucher received 
from the treasuries should have been ente.,red the diviitions (that 
is, Central, Provincial Reserved, Provincial Transferred, Non-voted, 
Voted) and the major, minor and detailed heads to which the charges 
it records belong; and similarly ev~ry item of receipt in the schedules 
and monthly CJLSh accounts received from the treasuries should have 
recorded on them the major, and in most cases also the minor and 
.detailed heads of classification. One of the most important duties of 
Account Officers is to check before compilation the classification thus 
entered, and where it. is wanting to classify the items properly,on the 
bills or vouchers or in the monthly accounts. The treasuries in Madras, 
the Forest Department everywhere, the Public Works rnvisions with 
the exception of ceriain big project divisions, the Telegraph branch 
.of the Indian Posts and Telegraph Department, and the construction 
divisions of the Indian Railways, submit their accounts rn !I. classifiecl· 
form; and it is the duty of the Account Offices to r.herk the coricl')t
ness of the classification of every item booked in these accounts befor~ 
final compilation. 
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PART III. 

T~e Main Principles and the Main Processes of 
Audit. 

CHAPTER 12. 

The Audit of Receipts. 

241. Limitation of R-3:,eipt Audit.-From the time when the work of 
audit and accounts in India was first c.mtralisod, tho test audit of 
som3 receipts, 1~s for enmple, Ct1stom~ receipts, receipts of Sta.to 
Railways, revenue realised by officers of the Public Works Department, 
receipts of the .Posts and Telegraphs Department, receipts in aid of 
Superannuation, etc., havo been entrusted to tho Audit Department, 
while in the ~ase of other departmental•rocoipts, such as Land Revenue, 
Excise, Stamps, Jail Receipts, etc., tho duty of seeing that the dues of 
Government are regularly paid into the treasury has been entrusted to 
tho Dapa.rtm•mtal Controlling Officers. 

245. P.roposed Eztension of Auditor General's Audit of Receipts.
In his despatch No. 149 :h'incl., dated 28\h November 1913, tho 
Secretary of State expressed the opinion that it was desirable to ex
tend the scope of the Auditor General's audit over receipts generally, 
but no material progress was made in. this direction till the time of the 
Reforms of 1919. · 

246. Under the Reforms a rule was included in the Auditor General's 
Rules that the Auditor General shall, if so required by the GoYernor 
General in Council, arrange for tho audit of tho accounts of the receipts 
of revenue of any Government Depa.rtDl.6Jlt. In this connecti"n the 
Socrotary of State remarked as follows :-

" As regards rule 12, relating to the audit of revenue and stores, 
I note t!at the Auditor General will only act if required 
by the Governor General in Council. As regaPds•fee audit 
of revenue, I would refer to paragraph 8 of the Ma.rqujs 
of Crewe's despatch No. 149, dated 28th•Novf1mber 1913, 
with whi,ch I am in entire ail'oemont. I recC1gnise that the' 
extension of the Auditor tGonrv:-al's activities in the dire<'
tion of audit of revenue '1ius~, owing to practical consi
derations, be gradual, bt!t I am of opinion that as oppor· 
tunity ofiers his responsibilities in this re~lµ'd should be 
developed." 
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21j7, The question has on several occasio1 s engaged the attention of 
the Central Conunitteq on Public Accounts, which in 1927 referred to 
the ,fact t.hat. the '3ecretary of State had twice drawn attention to the 
matter. The Committee expressed the opinion that it hlloB ne1rer been 
systematically investigated by the Government of India ; but from time 
to time the scope of audit of receiptR entrusted to the Auditor General 
under the rule quoted has been increased, and a number of accounts of 
receipts has Leen ,added to t].io lists of those which were previously 
under his audit control. In practice, whenever large embezzlements in 
the accounts of a specific institution are disclosed, the Auditor General 
is asked to undertake the audit of the r~ceipts of that institution. 

248. Under t.he existing arrangements tho Civil Audit offices perform 
the audit of receipts in a small number of cases. A list of the accounts 
of the receipts of revenue, the audit of which has been entrusted to the 
Audit Department under rule 12 of the Auditor General's Rules, is given 
in Appendix 14 to the Audit Code. The audit of railway e&rnings, 
however, forms an important part of the duty of Railway Audit offices, 
a~ this check will he examined in some detail in Chapter 32 . 

., 249. Functions o · ~!'.~ei&- .1.~~~~.-T.Jl,e check .g,{.i;~p.ts divides itself 
intti e wo functions o seeing (a) that a11 sums <lue ·are received 
or checked against demand, and (b) that all sums received a1·0 brought 
to credit in the accounts . 

./' 250. Qh Q~ (1:,.<Jdnst Den~nd!.· -· !-- pJ:!bli~ ..:._• <;lcmaJl,d." arises in India 
jQ,b's.,~·,.s. Ji~ithor it is{i) a specific demand, fixed or fluctuating, for 
a 'contribution to the State Excheq'!l:er, such as land revenue and excise 
·--all taxation is of this nature--01.""'(ii) it is a demand which arises in 
consoquence of some outgoing oi Government property (stock) or Gov~ 
omment c·.ash or Government service, in wl1ich C'aso it is a claim for a 
" quid pro quo." 0£ the latter nature are demands set up by the Hale 
of Governmont lands, stamps, forest produce, etc. ; by Government cash 
advances and remittances ; and by Government services, such as State 
Railways, Tolegra11hs, otc . 

./ 251. The check against fi), the specific demand, is always exorcised 
in one way : tho clemand, if fixed, is entered in a register and the receipts 
~ sat.isfactions of it are checked and entered against it: if fluctuating 
(all in the case of excise and custom11 duties, eta-.), a Government staff 
is omplorod• to watch tho operat,ions on which the demand depends and 
to collect tho dues. In India rhis check is in most cases loft to tho 
rovonuo-collectin~ authorities. , 

V 25f!. The C'heck against (ji) varies according to the nature of the 
demand. , 

(a) "<\'hero tho qemai:d af,ses in consequence of some outgoing 
of Government property (stock); Audit can only operate if it receives 
l'eturns of the. J.roperty, such as tho monthly returns of stamps and 
opium sent ·~y the tro~uries to the Audit office. Tho check then 
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consists in seeing that for evefy reduction of stock in the return there is• 
an equivalent cash credit in the accounts. 

(b) Where the demand arises in consequence of some outgoing' of 
Govornmen\ cash, as in the case of advances and remittances, Audit 
exercises a direct and complete chcck~rrring the outgoing in a register 
and watching and recording the receipt against it. 

(c) Wh~re the demand is occasioned by some 0utg~ing of Govern
Illflnt service, as in the case of Sta.to Railways and Telegraphs, :U!.g_gues 
~cullect.ed by the Government staff \y~rking the service and their 
collection is subjected by Audit to check, the extent of which is pre
scribed in each case. 

23"3. There is~third..class of receipts which occurs without reference 
to demands, or, as it woro, catmally. Of this nature are deposits (such 
as those in the Post Office Savings Bank) and payments to Gonrnrnont 
for money order11. These arc repayable; Government acts in· regard 
to them as a banker or remitter ; they arc not Government dues and 
Audit can exercise no function as to their receipt. It docs, however, 
ollMok each repayment against the original receipt. 

2~4. To sum .up, the foregoing analysis indicates that Audit plays 
an extremely limited (though, so far as it goes, im11ortant) part in emmr
ing that the Government receives the Rums of money due to it, that 
is, in protecting Government against fraudulent or inadvertent omiRsions 
to realise its enormous cash duos. In the main, however, this task 
is left to tho revenue-collecting authorities. 

205. Cl.eek of Credit in accounts.-The second check in regard to 
receipts is to see that all sums received on lichalf of Government are 
brought to credit in the accounts. The sums due to Government are 
either paid by tho persons concerned direct into the treasury or paid to 
a GoverTJlllent servant who is required to receive the same and remit 
them to the treasury. Jn the latter case, it is lef1. to tho revenue autho
rit,ies concerned to see that sums received by the members of their 
dopartments aro paid into the treasury. Tho task of tho Audit De
partment then resolve~ itself into seeing tlw.t all sums of money paid 
into the Government treasuries are credited by the treasury staff in their 
accounts. The first or mlin safeguard to this end, that is, against 
error or fraud on th.e part. of the trcaaury staff, is the printed fec1!'ir1ts 
wlttcll 'have to be given for all payments into a treasury. If audit could 
collect all these receipts it would possesa an almost perfect ct1eck over 
the credits in tho treasury l\ccounts. But, ap°'t. from t.he fact that the 
Audit Department is debarred from takin!_ sm~ action, iJJi11 l'<lW'&e 

i!J*Q1J.eusiLle ; the receipts aro required by tli.e pfyers~s proof of their 
payments and to protect them against a ~cond demand .• In gen~ral 
they remain in the back-ground as a moral safeguard and only ~perate 
activoly when some inquiry arises, or the repaymqi1t of sometninp; in 
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the nature of a. deposit is required. To •establish a more immediate 
eonnecticm be~ween payments and credits, Audit sends all the large 
~ivil rovonuo-paying Departments (such as Land Revenue, Stamps 
Excise, etc.} monthly returns of treasury credits. These tlr.iy compare 
with their own records, and diffe;rences brought to notice are settled. 
The great non-civil departments (Public Works, Railways, Posts and 
Telegraphs, etc.), and the Forest Department send the Audit Office 
information as to their· payments into tho treasuries which it 
compares with the tre~ury credits; Courts of Law send to the Audit 
Office returns of fines paid into the treasury. In this way a very 
large proportion of the credits in tho treasury accounts are verified 
without much delay, and errors or frauds on the part of the revenue 
treasury staff are pro tanto prevented and corrected. This is a most 
important and valuable function of Audit.. 

256. Nature of audit functions in relation to Receipts. - Where the 
audit of receipts is required to be conducted by tho Audit Department 
it should not be directed so much to a mechanical check of items 
credited as-

/(i) to soo that adeq1~ate regulations and proCQdure have been 
framed to secure an effective check on the assessment, 

. / collection, and proper allocation of revenue ; 
\;(ii) to see that such regulations and procedure are being carried 

out; and 
../ (iii) to make• a t.ost examination as to the correctness of the sums 

brought to account. 

257. It will, therefore, be seen that such audit of receipts is not con
fined to the limits of the check mentioned in paragraph 249. The 
Audit Department is also at liberty to inquire of departments, which 
are receivers of public money, what chocks are imposed ag~inst tho 
cpmmission of irregularities at tho various stages of collection and 
accounting and ~ suggest improvements in procedure. 
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CHAPTER 13. 

The Audit of Expenditure. 

258. Easential CO'Ttditihns governing expendittt,e.-Eveiy payment 
of money on Government account involves three princip:I processes :-

(a) The submission of a claim; 

(b) The disbursement of the.money claimed; and 

(c) The incorporation of the transaction in the Accounts. 

It is clear, however, that a disbursing officer must have some criterion 
whereby he can judge the equity of a claim so made, and can justify 
his action in making a payment in satisfaction of it. We have there
fore to y.gasider what conditions regulate public expenditure. 

~ The incurring of expenditure from the revenues of India is 
governed by the following essential conditions :-

• 
(i) that there should exist sanrtions, either special or general, 

accorded by competent authority, authorising expenditure; 

(ii) that there should Lo provision of funds sanctioned by com
petent authority fixing the limits within which the expendi-
ture can Le incurred ; • 

(iii) that the expenditure should bo incurred in accordance with 
the financial rules and regulations framed by competent 
authority; 

(iv) that the expenditure should be incurred with due regard to 
financial propriety . 

• 
260. Duty of Audit.-As has already been stated, the Auditor General 

is responsible for the efficiel\CY of the audit of. expenditure in Indil 
from tho l avenues of India. The Audit Department is, th6refore, 
charged with the duty of auditing all classes of such expenditure to see 
that the administrative aut~orities comply with these essential condi
tions. Therefore the audit of expenditure follows the lines oi tli~ 
conditions. 

261. Conditions (i), (ii) and (iii) are governed by Statute, al embodied 
in the Government of India Act, and in statutory rules made thureunder, 
and by executive orders issued by competent ,tfthority ; and condition 
(iv) is regulated by certain canons of financial prop:Mety ltid down by the 
Secretary of State in Council in rule 11 of t1io Auditor General's Rulet1. 

262. In conducting tho audit in respect of the first three c81\..ditions 
the auditor is performing quasi-judicial functions, in tiat he has to apply 
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tho rules and order~ as they stand, irrespective of the position of the 
person a~inst 'whom they are enforcod. He may not relax or waive the 
ruleyxcept whore he is spocifically empowered to clo so . 

.,rB3. In conducting the ~.ill..t.03,P~.~~~.Pr.9p;riety the iudit officer 
has to scrutinise the expen'diture .from the point of view of an adminis
trative authority. ]le is required to seo that the general principles of 
legitimate final1''.lO are borne in mind both by disbursing officers and by 
sanctioning authorities, ana it is his duty in audit not only to offer any 
necessary criticism of their acts, but also to assist them in protect.ing th~ 
interest of the tax-payers, in developing revenue, and in effecting econo 
mies in expenditure wherever possible. This class of audit, which i 
ordinarily known as Higher Audit, is, thorofore, not a matter of mer~ 
application of rules and regulations. It requil'es an intelligent anll 
detailed scrutiny directed to the avoidance of wasteful and extravag&Jit 
expenditure. . 1 j 

264. It will thus be apparent that, however courteously and carefully 
an auditor may conduct his work, his task is delicate and his duty, if 

.carried out conscientiously, is liable to misrepresentation and attack. 
At the same time the resp01isibility laid upon him is great, both to tho 
Leg!~la].we as representing the tax-payers, and to the executive and 
dT.!fiir""-authorit.ios responsible for the financial control of expenditure. 
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CHAPTER 14. 

Audit of Sanctions. 

285. Tlte first condition governing e.xpenditure.-As explained in 
the previous Chapter, the first of the important functions of Audit is to 
11eo that each item of expenditure,is covered by tho sanction of the 
authority competent to sanction it. The duty. of audit in this regard 
is thus vory simply stated. Its complexity lies in the knowledge 
and tho correct application which are required of the principles 
involved and of the present constitutional position. 

266. Application af Audit Che.ck.-Audit chock is not applied in 
India to the sanctions and orders of the Secretary of State, but only to 
sanctions accorded by tho Governor Ooneral in Council or the local 
Governments, or by lower authorities. Audit is cha1:god with the duty 
<>f determining, whether any expenditure'so sanctioned actually requires 
the sanction, either of a higher authority in India, or of tho Secretary 
of State. 

267. In smaller matters, such as contingent expenditure, sanction 
may be regarded as being accorded by the signature or countersignature 
<>f a bill ; and in such cases it is the duty of the A.uditor to seo that no 
item in the bill actually requires the sanction of a higher authority than 
the signing or countersigning officer. But the term " sanction audit " 
is more especially applied to the work of examining separately communi
cated orders authorising the incurring of specified expenditure. After 
the order of sanction has been audited and recorded, the audit of the 
expenditure against the recorded order becomes a matter of audit in 
ros1>ect of regularity. Eoe 1iaragraph 338. 

268. Independence of Audit in relation ·to Sanction Audit.-The 
"independence of audit ", to which a reference has ,been made in 
Chapter 4, is of especial importance in relation to this branch 
of audit work. The Au.lfitor General in India is himsol~ inde:wmdAnt of 
the Government of India, but tho Officers of tho Service arc ncJ't. As 
tho latter are members of a Central Service, no question of "mdopend· 
.ence " arises in respect of their Audit of Sanctions acc~rdcd by local 
.Governments o~ their officers, or by any avthority subordinate to the 
Government of India ; but it doos arise w).en tU,ey are required to audit 
sanctions accorded by the Government of-indiii its.If because they aro 
subordinate to tho authority whose sanctibns they audit. • 

289. The difficulty was met by provision made in the rule-. originally 
framed under Section 96D (J) of the Government of India 4ct of 1919 
that the audit of sanctions to e~ondituro accorded by the Governor 
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General in Council spould be under the immediate supervision of th& 
Atrditor General~ and that no officer employed immodiately under the 
Auditor General on this duty should be subject to adverse disciplinary 
action by the Governor General in Council in respect of the di~charge of 
such duties. All such sanctions were then audited by " Auditors of 
Governmont of India ~anctions." These post!!, though still theoretically 
necessary, were ],Q.ter abolislied, and the audit duty was rotransfeq;ed 
to the offices auditing the expenditure against such sanctions, on the 
basis of a convention that, in the event of an audit objection boing 
raised with which the Government of India did not concur, the matter 
should be taken up by the Auditor Genera.I himself. 

270. An interesting point which illustrates the importance still 
attached to this theory of independence is the inclusion, in tho Auditor 
General's Rules, of a provision for tho audit, by an Officer unconnected 
with the Audit Department in India, of all sanctions to expenditure 
accorded by the Auditor General himself under the powers delegated 
to him. 

271. A utk<Wity to Banction Expenditure.-· It will now ho seen that 
it is incumbent Upon all auait officers to make thPmse}ves fully 
conversant with tho powers of sanction of the several authorities, which 
are laid down in t.he Statute, and in the Statutory Rules and other OI"ders 
issued hy the Secretary of State in Council, or in orders issued by the 
authorities in India, and are embodied in the various audit and depart
mental codes and other publications issued by the Government of India, 
or under their authority, or by the local Governments. 

272. llistory 'JY'Wr to Reforms of 1919.-The first regulation which 
defined tlie authority for sanctioning expenditure from the revenues of 
India was Section 41 of the Government of India Act, 1858 (21 and 22 
Vic. Cap. 106), which subsequently appeared as Section 21 of the Govern
ment of India Act, 1915, and ran as under :-

" Tho expenditure Qf the revenues of India, both in British India 
and elsewhere, shall be subject to the control of tho Secre
tary of State in Council.; and no grant or appropriation 
of any part of those revenues, or of any other property 
coming into the possession of the Secretary of State in 
Council by virtue of this Act, shall be made without the 
®ncurrence of a majority of votes at a meeting of the 
Council of India." 

273. Thus the entire, re~ptmsibility for the control of expenditure 
from the revenues rf In~ia 1'as vested by the statute in the Secretary 
of State in Council. In ordei, however, to provide for the speedy 
disposal of public business, the Secretary of State from time to time 
prescribed~limits with~ which expenditure might be incurred by the 
Govemmen~ of India without previous reference to him· t>n each 
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occasion. These instructions, before 1889, were 8mboiied in execut\ve 
orders, rules and regulations issued by the Secretary of Staie. But it 
was not btil 1888 that any steps were taken to provide that expenditure 
wrongly incurred without tho sanction of the Secretary of State should 
he challo;11ged in Audit. 

•274. The position was re-examined in that year ; and in 1889 for the 
first time an Audit Uosolution was promulgated, which was re-issued 
with certain modifications in 1893, indicating precisely tho limits of the 
-expenditure which tho Governor General in Council could incur without 
previous reference to the Secretary of State, and the Audit Officers wore 
directed to require evidence of the latter's authority wherever this was 
necessary according to tho terms of that Resolution. 

275. Thoroaftor there wore numerous revisions of this Resolution, 
and tho la.st edition prior to the introduction of the Reforms of 1919 
{known as tho Main Audit Resolution) was issued on the 4th March 
1913. .Between that date and tho timo of tho Reforms the matter was 
brought more and more prominently w notice, and the Secretary of 
State lattorly•extendod and insisted upon his powers of interference. 

216. Delegations to local Governments and Subordinate Authorities.
As regards tho growth of the powers granted to local Governments, 
it is sufficient to note that an important rosolution was issued in 
1897 defining those powers. Since then, as a rosuJ,t largely of the work 
of tho Decentralization Commission of 1909, their powers were increased 
considerably and a now Resolution defining tho powers of sanction of 
local Governments in respect of Provincial and Imperial expenditure was 
issued in July 1916_. This was known as the Provincial Audit Resolu
tion. 

271. llistory of dele,gation.-The Statutory Rule quoted in para.
graph 272 required that all expenditure in India should be sancti('il.ed 
by the Secretary of State in Council. It '"as not until many years 
later that it was realised that this Statutorx Rule gave the Sacretary 
-0f State in Council no power t<P divest himself of this resporuibility, 
and that he could no1' make any general assignment of his control, 
either to t:1e Government of India or to any province •or• 'Mdy 
subordinate to it, without an evasion o • the spirit and an infraction of. 
the letter of the Act of Parliament. In 1916 the followmg proviso was 
added to Section 21 of the Government of Ingia Act, 1915, in order to 
get over this difficulty :....! 

" Provided that a grant or appropr1g.t1on .blade ""m accordance with 
provisions or restrictions prescribed by th• Sec·retary 
of State in Council with the concurrence of a D!ajl,rity of 
votes at a moating of the Council shallbe deemed to be made 
with the concurrence•of a majority of such votes." 
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This amondrqent T-1ado tho position clear and legalised the delegation 
of 'powers J.riy tho Secretary of State to authorities in India. 

278. Evon under tho then existing orders it was found that tho posi
tion as regards delegation was very complicated. The Sflcrotary of 
State hold that tho powers exercised by tho Government of India or tho 
local Govornmon1j, wore merely delegated hy l1im, and that tho Govern
ment of India or tho local Governments could not delegate to subordi
nate authorities powers !!ntrusted to themselves without tho sanction of 
tho Secretary of State. Tho whole question was, theroforo, examined 
in detail ; and with tho approval of the 8ecretary of Sta to a sot of financial 
rules was issuocl in 1917 clearly defining not the actual powers to be 
exorcised iu each case but tho maximum limits up to which powers may 
bo delegated to suhordinate authorities without roferonco to tho Secre
tary of Stato. 

279. Tho Resolutions defining the powers delegated by the Secretary 
of State to tho Government of India aJld to the local Governments, and 
tho rules defining tho oxtont to which the delegated powers could be re
delegatod to the suhordinate authorities, wore revised up tao the lat June 
1918 and published in a volume called the "Book of Financial Powers." 

280. Control by tlte Government of India over local Governments 
before the Reforms of 1919.--Tho control of the Secretary of State over 
the powors of expenditure of the Government of India and of tho local 
Governments has so' far boon oxamined. It is now necessary to 
describe briefly the constitution: I ·1 0:1ition before the Heforms of 1919 
as regards tho powers of control of tho Government of India ovor 
local Gov.ernmonts. Undor Section 45 of tho Government of India 
Act, 1915, every local Government was bound to obey the orders of 
tho Governor General in Council and " to keep him constantly and 
diligently informed of its proceedings in all matters which in its 
opi11ion should be reportod to him or as to wl1ich he requires inform
ation ". Since the Government of India were generally responsible 
for provincial solvency, thq financial control that was exercised was 
detailed as woll as rigid, and financial settlements were based definitely 
on the requirements of the various provinces'. So far as provincial 
oxpenuiture was concerned, tho local Governments exercised limited 
powers delegated to them by tho Secrutary of State. 

281. Relev;,nt features of the Ref cwrns Scheme in re.gard to Provinciaf 
matters.-One of the fundawental principles, OP which the new consti
tution under the Reforms. ()f 1 ![19 was based, is that tho Provinc(ls should 
be given tho " largest IMasure of independence of tho Government of 
India which is compatible with' the duo discharge by the latter of its own 
responsibili,t~es ". This was effected partly by complete separation of 
tho sources of revemn and partly by relaxation of the orders under 
which pro:Posals for provincial expenditure had to be submitted to thtt 
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Secretary of State for his ap~roval. The followini is a brief description 
.of the measures adopted to achieve this object:- _ 

(W Jn Governors' Provinces tho functions of the local Govern
ments have been distinguished from those of tho Governor 
General in Council by a division of tho subjects which 
are placed under thoir respective administrative control. 
'rhoso subjects which remain und~r tQ.e administration 
of the Governor Goneral in Council are callod "Central" 
subjects, whi1o thoso which have been placed under tl1e 
control of tho local Governments are called " Provincial " 
subjects. The local (iovermnents frame their own budgets 
which aro passed by tho Legislative Councils, which 
cont11in a largo elected majority. 

(ii) Tho provincial subjects have boon further divided into (a) 
" Transforred " 11nd ( b) " Reserved ". The form or includes 
those suhjocts which it was considered could be entrusted 
to tho popular control and have been placed under the 
c11arge of tho Governor acting with Ministers, who are 
appointed from tha olect«!d members of tho Legislative 
Council. Tho latter class includes subjects which have 
not liccn so transferred and arc placed undP.r the charge 
of the Governor in Council. 

NOTE.-A complete list of subjects classified as Central, Provincial reserved and 
Provincial transferred, respectively, is given in Rohedulea I anc.l.Tl of the Devolution Ruloa. 

(iii) Local Governments are given powers to borrow in the open 
market for their own purposes, subject to certain restric
tions •. while the local J~ogis1ativo Councils are empowered 
to pass laws imposing fresh taxes of certain specified 
kinds. 

(iv) Under the ruins framed under Section 96B (2) of tho Govern
ment of Indfa Act, the power t<\ make rules regulatin[f the 
method of recruitment, rouditions of service, pay, allow
ances and pensions of provincial and subordinatt services 
and of offiieers holding special posts has been delega.ted ro 
tho local Governments of Governors' Provincej. . . 

(v) In regard to expenditure on provincial transferred suhjwts, 
the local Government, that is to say the Governor actink 
with Ministers, has been given full powers except in rospect 
of All-India Services and <~ 'Officers holding thl3 King's 
Commisaion. The local Go~rnnfont has also been autho
rised to delegate any of iiil powers t~ an authority sub
ordinate to it, after previous consultation with tho Finance 
Department, to such extent as may ho requited for the 
convenient and efficient despatch Of public b\lsincss. 
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(vi) In rogard to expenditure on ptovincial reserved subjects, 
the powers of sanction of the local Governments, that is 
to ;ay, the Governors in Council, have been very largely 
increased either by rulos ma.do under tho Act, which have 
received tho approval of both Houses of Parliament, or by 
executive orders of the' Secretary of State, and they have 
now full. powers, except in respect of tho following :-

• • 
(a) Pay, allowances, etc., of All-India. Services, and Officers 

holding "tho King's Commission; 

(b) Tho expenditure of thd' Provincial Governors; 

(c) Revisions of establishment involving an annual ex
penditure exceeding a certain limit ; 

(d) Capital expenditure upon irrigation and navigation works, 
including docks and harbours, and upon projoctR for 
drainage, embankment and water storago and the 
utilisation of water power, whore the original esti
mato exceeds .Rs. 50 lakhs. 

Th(local Governments may also, with tho previous consent of the 
},inanco Department, delegate such power upon such conditions as they 
may think fit to any officer subordinate to them. 

282. The introduction of the Reforms of 1919 has, therefore, had the 
effect of handing over tho control over expenditure in respect of provincial 
transferred subjects from the Secretary of Sta.to in Council to the Legis
lative Co~cils, except in the ca.so of All-India Services and of Officer& 
holding tlie King's Commission. In regard to provincial reserved sub
jects the Secretary of State still retains his statutory control ; and the 
powers of expenditure on these subj~cts enjoyed by tho local Gl)vorn
ments are derived from delegations made by him under tho provisions 
of &11ction 21 of tho Act. . 

283. Control by the Government of India under the Reforms of 1919.
Practically no control is exorcised by the Government of India 
over the provincial expenditure. In cases where the sanction of the 
Secretary ~f State is required, it is laid down that every application for 
his sanction should be ad.dressed to the Governor General in Council, 
who shall (excflpt in tho circumstances explained in the next paragraph, 
in which he can himself accord sanction) forward tho same for tho orders. 
of the Secretary of State in <'Council with his recommendations and with 
such furthet explanation'J of.1the proposal as he may have soon fit to 
require from the ldbal Gover~ent. 

284. Thd Governor General in Council has power at his discretion to 
sanction on behalf of tJ.ie Secretary of State in Council the following items 
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-0£ expenditure in cases in which they require a refeionce to the Secretary 
of State:-

(af the grant in an individual case of any increase of pay; or 
(b) the creation or extension of a temporary post. 

If he himself does not exercise his discretion e.nd sanction the proposal, 
he may, and, if he dissents from the proposal, shah fo:i;ward the applica
tion with his recommendations, e.nd with such further explanations of 
the proposal as he may have seen fit to require from the local Govern
ment, for the orders of the Secretw of State in Council. 

285. It will be seen that in respect of provincial expenditure the 
Government of India now merely o:ffer their advice or their comments in 
forwarding schemes for the sanction of the Secretary of State in Council. 
At the same time, in dealing with Provincial matters of sufficiently 
grave importance to justify direct action, the Governor General in 
Council can at any time exercise, in respect of reserved subjects (see 
Devolution Rule 13), the powers of superintendence, direction and. 
-control conferred on him by Sections 33 and 45 of the Government of 
India. Act. IR regard to transferred stn>jects these powers a.re limited 
.by the terms of Devolution Rule 49. 

288. Powers of the Government of India in regard to Central subjem.
With regard to " Central " subjects, that is to say, subjects under 
the control of the Central Government, the powers of the Govern· 
ment of India have also been considerably enhanoed, but in the matter 
of control by the Secretary of State the position is the same as in the case 
-of provincial reserved subjects. The classes of expenditure from Central 
revenues upon subjects other than provincial subjects which the Gover
nor General in Council may not sanction without the previous consent of 
the Secretary of State in Council are clearly defined in the new " Book of 
Financial Powers " and, in respect of Railway matters, in a. separate 
publication entitled the " Schedule of Powers of the Government of 
India, Railway Department (Railway Board) ". It has also been f>ro
vided that the Governor General in Council can delegate the powers 
possessed by him either to any officer subordinate to him, or fl.> a local 
Government acting as his agent in relation to Central subject", upon 
such condition as he may think fit. The orders of delega.tipn ;assed 
under this rule may contain a. provision for re-delegation by the aut.1>.>r• 
ity to which the powers a.re delegated. 

287. Expenditure involving kigher sanction at a later date.-Another 
important limitation put upon the 1t0;.elf of the Governor in 
Council and the Governor General in Couhcil m re;ipect of Provincial 
reserved subjects and Central subjelfts re8pect1vely is that the 
sanction of the Secretary of State in Council is necessa.ry to any 
expenditure which is likely to involve at a later dL\te expenditftre beyond 
the power of sanction of those au~horitics. 
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288. This rule was previously included iJ the old Main Audit Resolu
tiqn; but at lihe iime of the Reforms it was transferred to the 
Auditor General's Rules as one of tho canons of financial propri~ty, which 
made the Auditor General responsible for seeing that no authority should 
incur any expenditure which migh~ involve at a later date expenditure 
beyond its own power of sanction. The effect of the inclusion of this 
rule in the Auditor General's Hules was that, in case of a breach of this 
canon, audit coulli report th!! matter to the Governor General in Council 
or to the local Government as the case might he ; hut if the matter was 
not redressed by such report, all that audit could do was to require its 
report by the Finance Department 'of the Government concerned to 
the Public Accounts Committee (Rulo 14 (i) of the Auditor General's 
Rules). This course was not considered to be proper in casos in which 
the Secretary of State is the authority directly concerned, and when 
audit holds that an authority in India has accorded a sanction which 
should have been accorded by tho Secretary of 8tate. 

289. The defect in this rule was therefore brought to tho notice of the 
Secretary of State by the Auditor General in paragraph 55 of his letter 
No. 234 Uep/4-28, dated 10th hly 1928, forwarding the, Appropriation 
Accounts for the year 1926-27 and the Reports of the Audit Officers 
thereon; and in 1929 the rule was retransferrcd from the Auditor General's 
Rules to the various Books of Financial Powers. 

290. (ci) The following is an example of a case falling under this 
rule. A local GoverllJilent wished to create certain temporary appoint
ments as an experimentitl measure with the object of constituting sruall 
areas within a district with a gazetted officer in charge of each. It 
was considered almost certain that the result of the experiment would 
be the iiltroduction of the system permanently in that province. It 
was held then that it would probahly involve at a later date expcncli
ture beyond the powers of the Government of India and that th6 sanc
tion of the Secretary of State should therefore be obtained in the first 
insknce. 

(b) Another typical example is a case in a Governor's province in 
which an additional post of a Chief Engineer was sanctioned for 7 ! 
yt>arH and a member of the permanent estaWishment was appointed 
to that p1o>st. In consideration of the arduous nature of the work and 
other ;easons, a special pay of Rs. 300 was granted. by the local Govern
ment for two rears to the holder of the post. Under the rules in force 
the continuance of the special pay beyond two years required the sanc
tion of the Secretary of Std~e in· Council. The' local Government sanc
tioned the special pay fo~ twof years only on the ground that the mcum
bcnt of the post was~due t:b retire after that period. The grounds alleged 
for its grant would, however, be equally applicable to his successor ; 
and conse'3_uently there was eyery likelihood of the special pay being 
continued \leyond that period. It was therefore held in audit that the 
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sanction of the Secretary of state in Council should be obtained initially 
to the grant of the special pay in question. • 

291. G'l«J'Upi,ng for tlte p11,rpose of sanction.-A further important 
point in the old Audit Resolution was the statemf'nt that, in dete1min
ing the authority competent to sanction a work, a group of works 
which f011ms one project shall be considered as one work, and the 
necessity for olltaining the sanction of a higher authorij;y to a project ifl 
not avoided by rf'aflon of the fact that the cost of each particular work 
in the project 111 within the JlOWe1s of sanction of the lower 
authority. Though it l1as not wee11 considered necessary to include this 
principle in the several Bookfl of Financial Powers, it is still in force 
and has been issued as an Audit Instruction by t.he Auditor General. 

292. It is very difficult to devise any ge1wral fo1mula whiC'h \\ill in 
each case decide the quest.ion whether two or more schemes or projects 
must be considered so counected as to form essentially one scheme or 
project. It was ruled in 1916, with the approval of the Secretary of 
State, that the following two tests should be applied :-

(i) Can i1ie expenditure on any lo.ial area or in respect of one set 
of conditions be confined thereto or must it lead to fmther 
outlay 1 

(ii) Is there a central idea underlying a scheme for one establish
ment which it is intended to apply to other establishments 1 

For the practical application of these tests, the following instructions 
were also issued with the approval of the Serretary of State for tl1e 
guidance of the Audit Officers :-

(i) In dealing with specific cases, the initial presumption should 
be in favour of a local Governinent's contention that 1he 
particular scheme does not involve further expen<lit me 
which would require the sanction of higher authority, a11d 
the Audit O:fficer should uot tra'\Wrse this contention '\\i1h
out what he deemt1 to be cogent evidence to the contrary. 

(ii) If an Audit Officer holds that, although a scheme does not 
require the -Secretary of State's sanction by reai.on of its 
own magnitude, but ought to be submitted to hi:11 b.ecause 
it is likely to lead to a larger scheme, he is not entit.Jccl to 
require that the first scheme be held up until the details of 
the larger scheme have been worked out. All he i11 entitled 
to say is tliat the first sch<vug requires the Secretary of. 
State's previous sanction by' rew.tn of the fact that tl1e 
expenditure which it involvos cani1ot r:any be kept wit11in 
the limit of the financial powers of the local <iovei:nment, 
but will lead later on to larger, perha1>s muth largt11', 
outlay. 
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(iii) Where a.local Government has ma.de provisional arrangements 
pending the introduction of a larger and more satisfactory 
scheme, these arrangements must be troatedr by them
selves. They a.re not a pa.rt of the larger scheme, but 
merely a substitute therefor. 

293. In 1920, th~ Government of India. made an amendment with 
the approval of ~he Secretary of State in the Book of Financial Powers 
to the effect that, in order to determine whethe;r a particular item is or 
is not part of a scheme; the test is whether the Government is ready to 
go on with the scheme even though 811.nc~ion is refused to that item. 

294. In this connection the study of some of the previous decisions 
on the subject will also be helpful in arriving at reasonable conclusions ; 
and some of them are, therefore, quoted below :-

(i) In connection with the Dacca Capital Project, the Secretary of 
State, in April 1909, express~d himself to the following effect:-

" The chief question which I am called upon to decide is whether 
the various buildings required for the establishment at Dacca of the 
Head Quarters of the Provine~ of Eastern Bengal and Assam are to be 
regarded as forming one Project. The decision must clearly depend to 
a considerable extent on the views expressed on previous occasions by 
the Secretary of State for India in Council when similar questions have 
come before him. So far as I have been able to ascertain, there have 
been two occasions on which the Secretary of State has been called upon 
to consider whether separate and distinct buildings required for the pur
pose of an administrative improvement are to be regarded as forming a 
single project. The action ta.ken in tho two cases was as follows :-

(a) In 1876, the Government of India proposed to spend 
£150,000 on improving the sanitation and water supply of 
Simla, erecting quarters;tfor officers and clerks, anc! other 
measures, and this expenditure was sanctioned by the Secre
tary of State. In the following year tho Government of 
India submitted a statement showing that in addition to the 
items already sanctioned they contemplated the construc
tion of a new house for the Viceroy, that they had spent 
£7 ,000 in acquiring a site, and 'iihat pending the comple
tion of the designs and estimates they had ordered improve
ments costing £10,000 in the house which" His Excellency 
then occupied. In his reply of the 7th June 1877, No. 29-
Public Works,, the MarqueBB of Salisbury decided that these 
expenses a:r;i!l a~" others which it might be proposed to incur 
at Sil'.{)la fo! the' purpose of~making it more suitable as a 
Summer Resident.e for the Viceroy and his officers must be 
looked upon as belonging to the same work as that 
for which. expenditure has already been sanctioned, and 
that it would, therefore, be necessary before the proposed 
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additional works were actually comme~ced that estimates 
for their construction should 'Be sanctionecl in th, regulaG 
manner and approved by Her Majesty's Government. The 
Earl of Kimberley's concurrence in the views of the Mar
quess of Salisbury was clearly and emphatically expressed 
in his Despatch No. 3-Public Works, gated 12th February 
1885. 

(b) In 1907, as you arc aware, I decided that various items of 
expenditure incurred for the acquisition of certain sites 
and construction of bU'ildings to provide additional accom
modation for the Vicer<'gal Establishments at Calcutta 
must be rego.rded for purposes of sanction as one scheme, 
although the several buildings were dealt with by you as 
separate schemes. 

Having regard to the precedents I am unable to decide otherwise 
than in the sense suggested by the Examiner the question now under 
consideration, but I may observe that even if no precedents wero avail
able I should be of opinion on general gl'ounds of reasonableness that 
the works included in the building programme required for the estab
lishment of a. new Provincial Head Quarters must ho regarded for the 
purpose of Financial sanction as forming one project." 

(ii) The Secretary of Sta.to in his Railway Despatch No. 48 of 1913 
accepted the proposal of tho Government of India. •which may be sum
marised thus: "The Railway Board proposes that interdependence 
should be the determining factor in deciding whether two or more works 
must be regarded as forming a group of works for purposes of sanction. 
We agree that this is the principle which should ordinarily be adopted 
••..... , We would add that in emphasising the importance of the 
principle of interdependence as the test to be ordinarily applied we do 
not desire rigidly to fetter the discretion of audit authorities as there 
Illd.Y be ciroumstances in which grouping ma.Y' be held necessary wdih 
reference to financial considerations even though the test of inter
dependence is not clearly satisfied." 

Thus, at least in the ·case of Railway works, the interdevenoence 
of works has been regarded as the determining factor. It has ~hert>· 
fore to be considered in each case whether or not a particular work is 
complete in itself for the purpose it is intended to serve, indepcnd"ntly 
of the construction of aoother work of the 1same or a diffe1ent claBB, 
whether in juxtaposition to it or separated Jroll',it by a distance. 

(iii) In 1914, in connection with the .transfer of the headquarters 
of the Sibsaga.r District from Sibsagar to Jorhat and the eonBt'quent 
expenditure on several new works in the new district headqudrters, the 
cost o( which if grouped together would have exeeeded the .powers of 
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sanction of tqe Ge vernment of In<lia, the Auditor General expressed 
his opinfon as under:--

" In this particular case, I clo not think that mere coincidence of 
time and space necessarily brin~s ·all works within one project. There 
must he a link of purpose as well as of time and space." , 

(iv) The Sceretnry of State decided that the following were to be 
considered as schemes for purpose of s:mction :-

(1) Various improvemAnts in the accommodation for the Viceroy's 
entourage at Calcutta 'Carded out at the same time. 

(2) Revisions of cstahlishmonts for the offices of

( i) The Chief Engineer and Secretary. 
(ii) The Examiner, Public Works Accounts. 

(iii) The Circle, Divisional and Sub-Divisional Offi<1es necessi· 
ta.ted Jly the creation of the new province of Eastern 
Bengal and Assam. 

(v) The Auditor General treated the following as "schemes" for the 
purpose of sanction and these docisions were accepted without comment 
by the Secretary of State :-

( i) The changes accepted hy the local Government on the report 
of a Committeo to enquire into the methods of work, the 
rates Of pay and the adequacy of thA subordinate estab
lishments in all Government offices in the United Provinces. 

(ei) The increase in cost, over that shown in the original proposi
tion statement for the estimated cost of effecting all the 
changes effected in the United Provinces as a result of the 
report of the Police Commi'ision, when all those changes 
had been carried out and the actual cost could be stated. 

(vi) The Royal Dece•utrc1.lization Commii:1sion in paragraph 132 of 
their report stated : " Tho question to ho asked in such a case is whether 
expenditure in one or two districts could stop there or whether it must 
inevitably lead to outla.y elsewhere. In tho fo'hi;tor case the expenditure 
immediately contempln.ted should be considered by itself, in the latter, 
.the financial result of its general application must he taken into account." 

295. So fa~, expcmliture incurred at or about the same time ha'I been 
considered. But account bs aho to be taken of expenditure which will 
ho incurred at a compar :i.tiv~'y distant date. Such expenditure need not 
be included in the o.>st of a scheme, unless the object of the expenditure 
is a uireot q.nd inevitable COMequence of tho expenditure on those parts 
of the scbf.me which are to be undertaken at or about the same time, 
which expenditure ha1.r to be included in the cost of the scheme for the 
purpose of sanction. 
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296. Inasmuch as the power of sanction depends upon the amount 
of an estimate, there must be dometimes a temptatioJl to keep an estimate 
within the powers of sanction of a subordinate author1ty by. omitting 
from it a few of the less important features. It is important, then, to 
have some working rule as to the subsidiary works which mUBt be in
cluded in the project estimate of a large scheme. This rule may be 
expressed thus:-" A project estimate for a scheme should contain 
estimates bf all those subsidiary works which are e8sentjal in order that 
the scheme may fulfil the purpose for which it was undertaken." It 
is also desirable that it should contain estimates of all those works which 
are essential in order that the scheme may meet the probable immediate 
demand for tho service to render which it is undertaken. But Audit 
cannot insist on the acceptance of the latter proposition in the framing 
of estimates while it can in respect of the former. 

297. Though it is difficult to formulate these rules in wor1ls it is easy to 
show their application to concrete instances. If a Railway is being 
constructed it must have at least one line of rails, and some stations, 
engines and rolling stock, and the cost of these must be included in the 
project estimate. To meet the probable immediate demand it might be 
preferable to have a broad gauge line and stations every five miles, and if 
the money were•available it would be more economical to build the line 
on that sea.le at once. But if it he decided to build the Railway on the 
metre gauge with stations every ten miles, and if thereby the estimated 
cost be brought within the powers of sanction of a lower sanctioning 
authority, Audit can raise no objection. , 

298. It is, of course, understood that, if any one item of a scheme 
requires the sanction of higher authority, effect should not be given 
to that item before sanction to it is obtained. In determining whether 
any other portion of the scheme may be put in haud prior to the receipt 
of such sanction, clue regard must be pa.id to the rule quoted in paragraph 
287. 

299. Sanction to expenditure on public Reruices.-In dealing with 
the audit of sanctions it is necessary to indicate how the powers of 
sanction to expenditure on public Services are affected by the Reforms 
of 1919. 

300. The conditions o~ service, the pay, allowances and pensiona, 
etc., and the discipline and conduct of the members of the public &erviCll38, 
and of the holders of certain high and special posts, are governed by the 
provisions of the Government of India Act, or by rules made under the 
relevant sections of the Act, or by laws enacted in accordance therewith. 

301. Under the provisillns of Sections 2f\ahdi0 of the Act, appoint
ments to public Services are sometimes .Pn.ad~ by o0ontract effected 
between au individual person and the Seaeta.ry of State in Coun.~il or 
an authority in India on behalf, and in the name, of the Seb~etary of 
State in Council. 

E 
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' . 802. Section 96B (2) of the Act e.uthotjses the Secretary of State in 
Council to me.ke ruJes regulating the classification of the civil Services 
ih India,•the ~ethod of their recruitment, their conditions of service, 
pay and allowances, and discipline and conduct. Such rules may, to 
such extent and in respect of such matters as may be prescrib~d, delegate 
the power of making rules to the G.overnor General in Council or to local 
Governments, or aut)iorise the legislatures in India to make laws regu
lating the publi/l Services. 

303. Classification Rules:-Under this section the Secretary of State 
in Council has framed certain rules, called the " Civil Services 
(Classification, Control and Appeal),Rules ", regarding the classification 
of the public civil Services in India, the recruitment of members for 
those Services, their pay, allowances and pension, and their discipline 
and conduct. These rules are applicable to every person in the 
whole-time civil employ of a Government in India except-

(a) persons for whose appointment and conditions of employment 
special provision is made by or under any law for the 
time being in force ; 

(b) persons in respect• of whose conditions of service, pay and 
allowances and pension, or any of them, special provision 
is mo.de in the contract, to which refererice has been made 
in paragraph 301. 

Provided that, in respect of any matter not covered by the provisions 
special to him, his service or his post, these rules shall apply to any person 
coming within the scope of these exceptions to whom. but for these 
exceptions, the rules would otherwise apply. 

NoTE'.--ClauBe (a) a.bove covers the case of certain Railway servants and others, in 
respaot of whom separate- ClMsification Hnlrs are in contemplation. 

304. 'l'he classification made under these rules divides the public 
civil Services in India into six classes-

(I) the All-India Services; 
(II) the Central Services, Class I ; 

(III) the Central Services, Class II ; 
(.IV) the Provincial Services ; 
(V) the Specie.list Services; 

(VI) 'the Subordinate Services. 

306. (a) The power t& Jllake rules regarding the method of recruit
ment, conditions of s'drvicl: pay and a.Jlowances, etc., of the All-India 
i!ervices, and of ~litafy Offi.r,ers and Officers of the Roya.1 Indian Marine 
holding tUe King's Commission, who are appointed to a post in any of 
the pu bJjc Services in lndia, is reserved to the Secretary of State in Council. 
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(b) In regard to (II), the power to make rules regulating the condi· 
tions of ser>ice, etc., of the Central Services, Class I, has (with specified 
exceptions) been delegated to the Governor General in Council, subject 
to the control of the Secretary of State in Council in certain respects. 

(c) In' regard to (III), full power to make rules reguhting the condi
tions of service, pay and allowances, etc., of the Central Services, Class 
11, has been delegated to the Governor General in Council. 

(d) As to (IV), the power to make rules on these subjects in respect 
of tho Provincial Services has been delegated to the local Governments 
of Governors' Provinces, subject to certain minor reservations in respect 
of first appointment to, and increase or reduction of the number of posts 
in, these Services, requiring the intervention of the Secretary of State 
in Council or of the Governor General in Council. 

(e) As regards (V), full powers have been delegated to the Governor 
General in Council and the local Government of a Governor's Province 
to determine the posts to be held by memqers of the Specialist Services 
under their respe'}tive administrative control, and to appoint persons to 
hold them, and to .make rules prescribing the conditions of service, the 
pay and allowances, and pensions, if any, of the incumbents of such posts ; 
subject only to the condition that no such post, if its creation would 
adversely affect any member of an All-India Service, or certain Central 
Services, Class I, shall be created without the previous sanction of the 
Secretary of State in Council. 

(/) As regards (VI), full power to make rules providing for the first 
appointment, method of recruitment, number and character of posts and 
conditions of service,. pay, allowances and pensiom1, of the Subordinate 
Services under the administrative control of a. Government has been 
delegated to such Government. . 

306. These Rules also provide that any rule iµa.de by an o.uthorit) 
in India in exercise of the powers thus delegated to it may, for reasons to 
be recorded in writing by the Governor General in Council or th<-: local 
Government as the case may be, be relaxed in individual cases in which 
tho.t authority i1:1 satisfied t.D.o.t a strict application of the rule w01lld 
cause hardship to the individual concerned. ~ 

307. Defogation of poWe'r.-As pointed out in paragraphs 277 to 27!> 
above, the question of delegation lvas very complicated before the in
troduction of the Reforms. At present, howq.y~l'. the Governor General 
in Council and the local Governments have b".\en glven specific powers 
and they are at liberty, after previous consultatioi.i with the Finance 
Department of their Government, to delegate, with or withou~ condi
tions, to any officer subordinate to them, or (in the case vi the 
Governor General in Council) to a local Government acting in r~lation 
to Centre.I subjects as the agent of the Governor General in Council, 
any of the powets of sanctioning expenditure which -they themselves 

E .!. 
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possess. As already stated, it has further been ruled by the Secretary 
of State that any orders of delegation which the Govemor•General in 
Council may issue may also contain a provision to the effect that the 
authority to which the powers are ddlegated may in tum re-delegate any 
of its powers to any'lower authority . 

• 303. Period of Validity Df Sanctions.-Any sanction accorded by a 
competent authority remains valid for the specified period for which 
it is accorded, subject in the case of voted expenditure to the voting of 
supply by the legislature in each yea'r. • 

309. .A. udit of Sanctions as aistinguished from Audit of e:epeniliture 
~ainst Sanctions.--It will be observed that this Chapter has dealt 
almost exclusively with an examination of the powers of sanction of 
various authorities in India ; and it will be seen how complex a matter 
is the audit of sanctions, and how important it is for Audit Officers to 
study the subject with care and to apply it with intelligence. When 
once orders of sanction, separately communicated, have been exa
mined, admitted in audit, a!J.d recorded, the audit of expenditure 
against the audited sanctions becomes a simple matter, and will be 
found to be one of the items of check prescribed in Chapter lG. 
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310. The second condition governing ezpenditure.-The second of the 
four main conditions governing eA."Jlenditure, mentioned in Chapter 13, 
which Audit has to examine, is that there is provision of funds sanc
tioned by competent authority fixing the limits within which the 
expenditure which is being audited may be incurred. 

3ll. Authority for sanction nf funds.-For the purposes of determin
ing the authority which can provide funds, the Government of India Act 
of mm divides expenditure into two classes, namely, (1) Voted and (2) 
Non-voted. The former class includes the items for which the 
provision of funds is subject to the vote of the legislature ; while funds 
for the latter ~lass are sanctioned by Government without reference 
to the legislature. The latter class includes only the following 
items:-

CENTRAL EXPENDITURE. 

(i) Interest and sinking fund charges on loans. 
(ii) Expenditure of which the amount is prescribed by or under any 

law. 

(iii) Salaries and pensions payable to or to the dependants of-
(a) persons appointed by or with the approval of His Majesty or 

by the Secretary of State in Col1!1cil ; 
(b) Chief Commissioners and Judicial Commissioners; 
(c) persons appointed, before the first day of April 1924, by the 

Governor Geperal in Council or by a local Government, to 
services or posts classified by rules under the Act 8.b•su~or 
services or posts ; 

(iv) Sums payable to any person who is or has been in the civil service 
of the Crown in India 1mder any order of the Secretary of State in Council, 
of the Governor Genera.I hi Council, or of p •Governor, made upon &n 

appeal made to him in pursuance of rules :nl\de ~nder, the Act. 
(v) Expenditure classified by the orde1• of the Oo'lernur i}eneral in 

Council as-
(a) Ecclesiostical; 
(b) Political; 
(c) Defence. 
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PROVINCIAL EXPENDITURE. 

(i) Contributions payable by the local Government to the Governor 
General in Council. 

(ii) Interest and slhking fund charges on loans . 
• (iii) Expenditure of \Vhich t:he amount is prescribed by or under any 

law. 
(iv) Salaries and pensions payable, to £.Jr to the dependants of-

(a) persons appointed by or with the approval of His Majesty 
or by the Secretary of State in Council ; 

(b) Judges of the High Court of the province; 
(c) the Advocate General; 
(d) persons appointed, before the first day of April, 1924, by the 

Governor General in Council or by a focal Government, to 
services or posts classified by the rules under the Act as 
superior services• or posts; 

(v) As in clause (iv) under Central Expenditure. 

~ OTE.-The expression " 11alarie11 and pensions," &H used in clauso (iii) of the Q~ntral 
Expenditure and in olauae (iv) of the Provincial J<;xpenditure, includes remuneration. 
allowances, gratuities, any contributions (whether by wo.y of interest or otherwise) out 
of the revenues of India to any provident fund or family pension fund, o.nd any other 
payments or emoluments f>ayn.ble to or on o.ocount of a perso11 in respect of hie office. 

312. Budget.-A statement of the estimated annual receipts and 
expenditure of the Governor General in Council, in respect of central 
snbjects, arising both in India and England, is prepared by the ]'inance 
Department arin presented to the Central Legislature. This statement 
is generally known as " the Budget." A similar Budget is prepared 
by the Finance Department of each local Government in respect 
of 1novincial receipts an1 expenditure, and is presented to the Pro
vinciai Legislative Council. 

313. Demand:s for Grants.-The proposals of the Governor General 
in Council or of the local Government, in r~pect of money req..ired 
for voted.expenditure included in the .Budget, are submitted to the 
vote of the legislature in the form of "Demands for Grants." It is 
for the FinanGc Member to settle the form in which the demands 
should be presented, but ordinarily a separate demand is proposed 
for each Department of ~~nmont. Each •demand contains, first, 
a statement of the tota~ aniiunt required, then, a statement of the 
detailed estimate untier ea.ch dl\IDand divided into items. The demand 
is however tnbject to the restriction that, if any expenditure requires 
the sanctioo of the Secretary of State in Council, it should not be 
included in, it unle38 t1.e required sanction has already been obtained. 
An exception to this rule ilj allowed iA cases of extreme urgency, where 
the trme available is '1o short that sanction cannot be obtained even 
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• 
by telegram; but in eucJi.cases a report ie required to be made to the 
Secretary of State as soon as possible after t1¥i pr;sentation of the 
demands. 

314 . .._,he legislature can vote only on propoS'als so placed before it 
by Government. It cannot grant more than the demand nor can it 
make a grant for any expenditure not included in the demand. 

315. When the demands for grants are presented, the Central legisla
ture may act in any of the following ways when ~oting upon each 
demand:-

(a) It may assent to the demand ; 
• • 

(b) It may refuse its assent to the demand ; or 
(c:) It may vote a grant of an amount less than that demand.Md • 

.A. provincial legislature may act similarly ; and may a.leo, when re
ducing the amount of a demand as at (c:) above, specify the particular 
item or items of expenditure proposed in the demand which it intends 
should be omitted or reduced as the case may be. 

316. Powers of the Govern.or General and uf Govemors.-'l'he control of 
the legislature is not, howevor, final, llH the Act gives the Governor 
General and t.de Governors certain powers, which are detailed below, to 
incur expenditure even though it has not received tho assent of the 
legislature. 

CENTRAL "fi~XPENDITURE. ' 

' Tho demands as voted by tho Legislative Ai.sembly shall ho sub
mitted to the Governor General in Cowicil who shall, if he declares 
that ho is satisfied that any demanll which has been refused by tho 
Legislative Assembly is essential to the discharge of his responsibilities, 
act as if it had been assented to, notwithstanding the withholding of 
such assent or the reduction of the amount therein referred to, by the 
Legislative Assembly. 

Notwithstanding anything in this section tho Governor General shall 
have power, in cases of emergency, to authorise such oxpenditmo as may, 
in his opinion, be necessary for tho safety or tr11.nquillity of British India. 
or any part thereof." 

PROVINCIAL EXPENDITURE. 

"The local Government shall ha.vo power, in relation to any sm:h 
demand, to act as if it had beon assented ~ notwithstanding the with
holding of such assent or the reduction oi\ tho ll.mount therein referred 
to, if the demand rolates to a roservod subject !l'nd tHb Governor certifies 
that the expenditure provided for by the demand is csBe11tial to the 
discharge of his responsibility for the subject ; and the Governor t-hall 
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have power in cases of emergency to authorise such expenditure as may 
be in his opinion nece~sary for the safety or tranquillity of tho province, 
or 'for the UITyui"g on of any dopartmont." 

317. It will be noticed that there is an essential difierenoo between 
the powers of a Govornor and those of the Governor General. In cases 
of emergency both can authorise expanditure ; but, in othor cases, while 
the Governor can sanction expenditure which he certifies to be necessary 
for the discharge 'of his responsibilities only in the case of certain sub
jects classified as "Rosorved", the Governor General in Council can 
adopt this procedure in the case of all expendituro under his control. 
This di:fferenco is due to the fact that in 'the case of central subjects no 
portions are transferrod to popular control and placed ontirely under 
th'- control of the legislature. 

318. <hants and Appropriations.-The Demands for grants, which as 
already stated, relate to tho votn.ble part of the Budget, when voted 
and passed by tho legislature become "Grants" available for expendi· 
ture within the scope of tho Demands as explained in paragraphs 
326 and 327. Tho romaining portion of tho Budget is passed by tho 
Government of India or the Iocitl Government, as the caso may be. The 
assignmonts made by Government from tho non-votable portion of 
the Budget to meet specific oxpondituro on non-voted it.ems aro rs.lied 
" Appropriations." 

319. Sub-heads of <hant and of Appropriation.- For purposes 'f 
financial control, the grant or appropriation iR divided into a number 
of units, called " sub-heads", each of which may be divided or sub
divided as may be necessary into primary or secondary units of 
appropriat~on. 

320. Tho distribution of ~allotments under sub-heads is usually 
effected as under :-

(i} The whole or a part of tho allotment under a sub-head may 
bo placed at tho disposal of a controlling authority or a 
disbursing officer ; or the sub-head may be broken up into 
a number of primary or secondary units (to cover a number 
of items of expenditure or a nuJI?.bor of detailed heads of 
account) and tho allotment for any of these, wholly or in 
part, may he placed at his disposal.' 

(ii} A "controlling officer, at whose disposal an allotment for an 
unit or a portion of it has been placed, may, out of it, allot 
funds for oxpeTl{lituro 011 a specific item, or on a group of 
items.J ' 1' 

(iii) 1ho sum total of' all allotments made by any controlli~'g 
11.uthor1ty from a unit should not exceed the amount of 
the unit1 or a portion thereof, placed Et hiR disr.osal. 
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• • 321. Supplementary Grants.-Tho a.mount of a. grant once sanctioned 
by tho lo~lature cannot be reduced even by that authority, although 
for the purpose of control the Executive Government has power to 
requiro its officers to spend a. smallor sum than that sanctioned by the 
logisla.turo. The grant can, howovor, bo increaseli with the sanc,-tion of 
the legislature in the following ca.see :-

(i) When tho amount of a. grant voted in the budget is found 
to bo insufficient .for. tho purpose of tho current year ; or 

(ii) When a need a.rises during the current year for expenditure, 
for which the vote of the legislature is necessary, upon 
some now service not contemplat.ed in the budget for tnat 
year. 

In such cases, an ostimate for tho supplementary or additional grant 
is submitted to tho vote of tho logislaturo, and that body deals with it 
in the samo way as if it wore a Demand for a. Grant. An estimate may 
be present.ad in respect of any demand to. which tho legislature has pre
viously refused •its aRsont or the amount of which it has specifically 
reduced. 

322. Re-appropriations.-Within tho amount of tho grant as voted 
by tho legislature, and subject to the limitations in regard to new services, 
the Government possesses full powers of transferring the provision from 
one unit to another by a formal order of re-app\-opriation, provided 
that such action shall not have tho offect of restoring an item omitted 
or reduced as explained in paragraph 315. For example, the 
Finance Department of a local Qovernmont has been given power 
to sanction any re-appropriation within a grant from one major, minor or 
subordip.at.e head to another. Tho Member or Minister in charge of a 
department has power to sanction re-appropriations within a grant 
between heads subordinate to a minor head, provided the transfer diOS 
not involve undertaking a recurring liability. · 

323. Re-appropriation from one grant to another is not permissible, 
as such re-appropriation would havo tho effect of reducing and i:icreasing 
respectively the two gra~ts. The powers of ro-appropriatiop within 
the grants aro regulated by rules made by tho Governor General in C1Joacil 
and the respective local Governments. • 

324. Tho powers quoted in tho last two pa.re.graphs refer only t.> 
expenditure from grants, that is to say oxpe!lditure in resp&ct of those 
services for which the vote of the logislatur~ is r~uired. So for as non
voted services are concerned, any expenditure in oxt:eBS of th s appro
priation, that is to say the estimate for ti:at head shown in i>ho budget 
for tho year, can be incurred only after consultation with th• Finance 
Department. Whore no vote of tho legislature is fovolved, there is no 
restriction on re-appropriation corr~sponding with tho rostrict;ion for
bidding ro-af'propriation from one grant to anW,hor. Tho Fin;nce 
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Department may frame rules regulating the procedure of re-appropria
tion within or between non-voted ap1,ropriations. 

This rule applies only to expenditure on provincial subjects. As 
regards central subjects the Govornor' General in Council has full powers 
in respec..1; of non-votdd services, and they are exercised by the several 
departments of the Government of India. in accordanco with the rules 
framed by tho Governor General in Council. 

325. Re-appropriations from a non-v{ltod head to a votod head a.re 
not permissible, as a votod grant cannot be incroased except by the 
legislature. Ro-appropriations from a voted head to a non-voted head 
afb also not permissible as such re-appropriations ha.vo the effect of 
reducing a. grant voted by the legislature. Tho Finance Department 
of a Government is entitled to sanction supplementary funds for a non
voted servico against earmarked savings under specified voted grants; 
but such additions to non-voted heads by formal re-appropriations from 
voted grants are not permi1:1Hiblo. 

326. Duties of tlw Audit JJepartment.-The Audit {>opartment is 
responsible for auditing the grants, appropriations, ~llotments from 
them under sub-hoads, and ro-appropriations, and for auditing the 
expenditure against grants, appropriations, and allotments therefrom, 
to the extent indicated below :-

(a) AunIT OF GRANTS AND APPROPRIATIONS. 

To see:-
(i) that the grant for votahlu uxpendituro is covered either by 

the vote of the legislature or Ly orders is:med by the 
Governor Gonoral or the Governor in exorcise of the powers 
conferred upon them Ly the provisions of the Act as detailed 
in paragraph 31!.I. 

(ii) that the appropriation for non-votable expenditure has been 
sanctioned by Govornmont. 

(b) AUDIT OF ALLOTMENTS AND Ol!' l\E.LA.PPROPRIATIONS. 

ro'see :-

(1) that an authority making allotments under a grant or appro
priation does not allot amounts in oxcess of those available 
undor the pa~tflr appropriation; and 

(ii) that an 1..mouut ro-appropriatod is available under tho 1mit 
from which ·~he ~·a-appropriation iB made, and is covered 
by the sanction of com1Jetont authority, and that for every 
addition.to a unit by re-appropriation there is a corre
Mponding reduction in arother, so that the net result may 
be nil. 
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(c) AUDIT OF EXPENDITUIE AGAINST GRANTS, APPROPRIATIONS AND 

.A.LJ,OTM ENTS THEREFRO~ 

A controlling authority at whosc· disposal a grant or appropriation 
is placec! is responsible for watching the progre&1 of expenditure and for 
keeping the aggregate c·harges within the amount of the grant or appro
priation. Similar duties are imposed upon a subordinate controlling 
authority at whose disposal the allotment ftxerl fo' a portion of the 
grant or appropriation is placed in turn. When several officers are 
authorised to incur charges relating to a sub-head against a lump sum 
allotment placed for the purr.ose at the disposal of a single higher 
authority, it devolves upon tliis 4uthority to watch the progress of ex
penditure in all the offices and to keep the agbrregatc charges within 
the allotment fixed under that sub-head. It is the duty ol the Ami.it 
Officer to see that the <·ontrolling authorities are carrying out their 
duties properly. l!'or tl1is purpose -

(i) The Aue.lit Officer is requrred to watch firstly, that tl1e total 
expenditure against a grant or appropriation does not 
excceu the amount of the grant (including supplementary 
grants) or of the appropriation (as finally modified by the 
Finance Department); and secondly, that the total ex
penditure on each sub-head does not exceed the allotment 
therefor, as modified by orders of ru-appropriation passed 
by competent authority from time to time. 

(ii) He must further see on behalf of tho executive Government 
(Central or Provincial) that if, undet the financial rules of 
that Government, a particular object of expenditure 
requires a specific allotment, all expenditure on it is audited 
against such allotmoqt. I 

(iii) Similarly, if a lump sum allotment is mado for a group of 
items of expenditure of an office, , he Audit ( fficer 
Fhould see that the total expenditure thereon is audited 
against tho lump sum placed at tho disposal of jhe 
disbursing officer for the purpm.u: 

(iv) Lastly, the Audit Officer has to see that the expenditure 
brought to account against a particular grant or appropria
tion is of sach u. character as to warrant its recor:l against 
that grant and against no other. 

An Audit Officer is not ordinarily required to audit expenditurp 
against any primary or secondary unit of appropriation~ lf, ho\\eve.r, 
ho is requested by the local Government to audit the charges against 
tho allotment under such units he will C<.lllpl;r .with th~ req1.ii0st . 

327. Another important chock of exp'bnd1ture 1gamst grants is to 
seo that tho money voted by the legislat11re has been spent ou p'1rpo&lla 
which are set out in tho detailed Demands for Grants. Tl& legislature 
grants a lump sum in response to a demand, whi~ is set out it consider· 
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ablti detail, and it is implied that tho amount granted should be spent 
only on purposes which aro sot out in the l!etailod demands. Thus, as 
already stated in,~ara~raph 321 (ii), it has been laid down in a statutory 
ruio, issued under the Government of India Act, that the Government 
should obtain an additional grant before money can bo spent 6n " some 
now service not contemplated in the budget." 

328. Audit has, therefore, to see that the oxpenclituro brought to 
account against a ~ran't iB' covered by the purposo of the grant as detailed 
in the demand therefor, and.that for expenditure on a new service a 
supplomontary grant has beon obtained from tho legislature. 

This form of check is not applicable ~o appropriations for non-voted 
oxponclituro, as the Government has iull power to vary tho programme 
of such expenditure during the course of the yoar and to moclify the 
bn~get accordingly. 

329. Meaning of tlte term New Service.-No rule has been framed by 
the comretent authority for the interpretation of· tho term " new 
service" mentioned in clausE' (ii) of paragraph 321, which forms part 
of a statutory rule. To deturmine whether expenditure has or has not 
been incurred on a new service within the meaning of the statutory 
rule, Audit Officers should observe the following as ll· working rule. 

33!:'. A new sorvico rray be a new form of service or a. new instrument 
of service. Tho difference between those two is best explained by concrete 
illustrations. lf in a province there is no Borstal Institute and ono is 
inaugurated, that undoubtedly is a new form of service. On the other 
hand if it is decided t" build a new jail, that is not a new form of service 
becaude jails already exist in every province. It is, however, a new 
instrument of service because it is a new jail additional to those already 
in existe~ce. When expenditure is to be incurred on a new form of 
service, tlien in all such cases, theoretically, it should be held that tho 
expenditure is to be incurred on a now service within the meaning of the 
statutory rule. A new instrument of service may, however, be a new 
University, if there is already a University in tho province, or it may 
bo-. .. n additional chowkidar. The former may cost over a crore of rupees 
with very considerable recurring expenditure, while the chowkidar may 
cost perhaps Rs. 60 a year recurring expenditure. It is not practical 
politics to insist that an additional grant shall bo obtained to meet 
expenditqre of Rs. 60 per annum on a chowkid~r when there are already 
thousands in existence. It is, however, obviously essential to obtain 
t..n additional ,grant if the new instrument of service is to be of tho 
importance of an University and is to entail very considerable expendi
ture. Exactly where, betwJe,P these extremes·, the line of demarcation 
is to be drawn is a mattu wh(.::h cam1ot be determined by any rigid rule. 
The application of •Jhe ~rm " new service " tJ concrete case 1 can best 
be governed, by the evolution, In the ciourse of time, of a body of Case 
Law. 
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Audit against, ard Scrutiny of, Rules and Regulations. 

AUDIT AGAINST RULES AND REGULATIONS. 

331. The third condition governing expenditure.-The third of the 
main functions of audit, as despribed in Chapter 13, is to see that the ex
penditure is incurred in accordance with the financial rules and 
regulations framed by competent authority. 

332. Necessity for Rules and Regulations.-In view of the fact ft:tat 
Government expenditure is incurred by numerous authorities en
trusted with the administration of di:fferent activities of Government, 
it has become necessary for the purposes of control to presc ibe 
various financial rules and regulations for thoir guidance. These rules 
and regulations fall under two categories :-

(i) thos"e dealing with the procedure of Government and other 
transactions to which o. Government official is a party ; 
and 

(ii) thoso governing tho pay, allowances, etc., of the various 
services and posts under Government. 

333. Authority to frame Rules.-So far as provincial transactions are 
concerned, tho rules of the first category are issued under rules 16 and 
37(e) of the Devolution Rules. 

334. With tho previous sanction of the Secretary of State in Council, 
the Go1ornor General in Council has issued, under rulo 16 of the Devolu
tion Rules, certain Treasury Orders prescribing the main principles to 
be followed in the payment of monies into, and in the withdrawal, transfer 
and disbursement of monios from, the public account of the Governilent 
of India. 

335. Under rule 37 (e) of the Devolution Rules, which makes the 
Finance Department of fl. local Government responsible for seeing that 
proper financial rules are framed for the guidance of other de~~-t.m"nts, 
the local Governments have framed financial rules prescribing the detailed. 
procedure to be followed by Government officials in dealin4 with Govern
ment and other transactipns. 

386. The Treasury Orders and rule 3'f (e) .,f the Devol11tion Rules 
have no statutory authority in their applicatioa to eentral transactions, 
as they derive their authority from Se~tion • 45A of the 8Government 
o0f India Act, which deals with provincial matters. The Gov~mment of 
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India have therefore issued, under their decutive authority, similar 
fin9.ncial rules gouerni'ag the mode of central transactions. The nature 
and scope of these rules have been more fully discussed in (ha.pter 25. 

33'1. The position as regards the rules falling under the second cate
gory is explained in paragraphs 300 to 3flli. 

338. Objects of AU{lit.-In applying the check against these rules 
and regulations tbe Audit Offi.cer has to see that all payments which 
he is required to audit are effected according to the procedure laid 
down by the competent authority regulating the mode of transactions, 
and also that they conform with the C(lnditions governing the pay and 
allowances, etc., of various services and posts where such payments 
are involved. The main objects of this check are, therefore, to 
enlttre :-

(a) that the expenditure is in accordance with a sanction properly 
accorded (see paragraphs 2ti7 and :m9) and is incurred by 
an officer competent to incur it ; 

(b) that the claims are made in accordance with the rules a.nd in 
the proper form ; .. , 

(<;) that all prescribed preliminaries to expenditure are observed, 
such as proper estimates framed and approved by com
petent authority for works expenditure, or a health certi-
1icate obtained before disbursement of pay to a Govern
ment seryant, etc. ; 

(d) that an adequate classification of the nature of the claim is 
given on the bill and that such classification is correct ; 

(e) iihat the rules regulating the method of payment have been 
· duly observed by the disbursing officer ; 

(f) :that the payment~· as a fu?t, been made and has been made 
to the person entitled to it under the rules, or any special 
or general order ; 

(g) that it has been llO acknowledged and recorded that no second 
claim against Government can be made on the same 
account; 

(h) that the rates paid for work done 0r supplies made are in 
'" accordance with any scale or schedule prescribed by com-

petent authority ; • 
0 

(i) that the payments have been correctly brought to account 
in the ori1?ina.h accounts. 

ScaurINY. O.F RuLEs AND REGULATION&. 
' 

839. Nd.:.eBsity j<W Scrutiny.-As the audit of expenditure is to be 
conduct.ad 'Qgainst th~ rules and regulations, it is essential that all 



CHAP. 16.] AUDIT A(\AINST, AND SCRUTINY OF, 
RULES AND REGULATIONS. 

111 

[340~ 

finanoia.1...-ules and orders a:ff eoting expenditure and other transactions 
subjected to audit, which are issued by any authority in India, whether 
under the provisions of any statutory rule or otherwise, should them
selve11 be aubjeoted to audit scrutiny before the a1ylit of the transactions 
which they govern can be conducted against tLem. 

340. Application of Audit Scrutiny.-lt is, therefore, necessary to 
see-

(i) that these rules and orders are consistent with the essential 
requirements of audit and accounts ; 

(ii) that they do not confilct with the orders of any higher 
authority ; and 

(iii} that, in oases in which they have not been separately approved 
by a competent authority, the issuing authority possesses 
the necessary rule-making 0 power . 
• 

341. In app_lying the first of these checks tho principlo to be observed 
is that the discretion vested in authorities empowered to make rules is 
not to be fettered unnecessarily merely because difficulty may arise in 
tho application of nocessary audit checks or the maintenance of proper 
accounts. If the audit and accounts procedure can be amended without 
loss of officiency or extra expense, the rule should be accepted and the 
procedure amendod accordingly. 
~ 342. In applying the second of these checks the guiding principles 

enunciated bolo~ should be observed.:-

(i} 1£ the authority framing the rule is granted full powers in 
respect of.a certain class of expenditure, an order issued 
under those powers can be challenged by audit only under 
the canons of financial propriety. • 

(ii} If it is granted powers which niay be exercised provided due 
regard is paid to certain criteria which are exp:!'essed in 11. 

general fofm, orders issued under those powers can be 
challenged by audit if the facts of the case are 1Juca as to 
make the audit authority confident that one or more of tbti 
criteria have been disregarded, and that tL.e dii.1·egard is 
so serious o.s to make the orde19 perverse. 

(iii) If it is granted powers which ~e eApressed in precise terms, 
the Audit Officer is bound to aseerlldn that the order 
defining its powers is e:x.act'y o~eyed in everJ i.ruitance. 

343. The third of the checks mentioned in ~aragraph MO requires 
no e.x:plo.nation. 
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344. The founk condition ./joveming expenditure.-0£ the fcur main 
headings, summarised in Chapter I:i, under which audit is conducted, 
the first three have been· described in Chapters 14, 15 and Hi. The 
fourth duty of audit is to see that the. expenditure is incurred with due 
regard to financial propriety . 

.,,.345. The Canons of Financial Propriety.---In rule 11 of the Auditor 
General'11 Rules it has been laid down that the Auditor General, without 
prejudice to his othe.r audit functions, is responsible that audit is con
ducted with reference to the following canons of financial propriety, 
namely:-

(I) Every public officer should exercise the same vigilance in 
respect of expen~iture incurred from Government re-· 
venues as a person of ordinary prudence would exercise 
in respect of the expenditure of his own money. 

(II) Money borrowed on the security of allocated revenues 
should be expended on those objects only for which, as 
provided by rules made under the Act, money may be so 
borrowed: If the money is utilised o.i works which are not 
productive, arrangements should be made for amortisation 
of the debt. 

(III}· No authority should exercise its powers of sanctioning 
expenditure to pass an order which will be directly_ or 
indirectly to its own advantage. " 

(IV) Government revenues should not be utilised for the benefit 
of a particular person or section of the community un
less-

(i) the amount of expenditure involved is insignificant, or 
(ii) a claim for t.he a.mount could M enforced in a court of 

· law, or 

(iii) ,the expenditure is in pursuance of a recognised policy or 
custom. 

(V) The amount of 1ttll'lwanccs, such ail travelling allowances, 
granted to !neet expenditure of a particular type, should 
be so r~gulatr.d that the allowances are not on the whole 

..sources of profit to the recipients. 

346. ~igin of the (!anons.-Before discussing the intentions of these 
canons in detail it is desirable to expl.-in their origin. Formerly it was 
:rare fa the Audit Department to question the wisdom of any charge 
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• • 
on public funds or whether it accorded with the policy of the Govern-
ment, or \thether it was on tho most economical scale compatible with1 

securing the desired result. As a rule, all that the auditor a11ked was proof 
(a) that the money was spent on its declared purpose, and (b) that there 
was proper formal authorisation under the Codea f"r its expenditure. 

847. In 1907 the Secretary of State for India drew \he attention o:f 
the Government of India. to the rules by which expenditure from the 
revenues of India was then regulated, and pointed out the necessity 
of revising the existing Audit Resotution in such a way as to limit the 
powers of sanction of the Government of India, by providing explicitly 
that certain classes of cxpenditurfl, which were not then mentioned in ti.: 
11hould require the previous sanction of the Secretary of State in Council. 

348. In accordance with the wishes of the Secretary of State, the Go
vernment of India submitted a draft of a. new Resolut.ion, and made the 
following comments on the subject of the propriety of expenditure :-

" In paragraph 3 of the draft we make it clear that all measures 
which raise an important question of admfoistration or :financial policy, 
or involve considerable expenditure of an unusual nature, must be sub
mitted for the orders of the Secretary of State. This general limitation 
on our financial powers has been embodied in the preliminary portion 
of the Resolution, dealing with the powers which govern the discretion 
of the administrative, rather than in that part whicp describes the duty 
of the audit officer. T:h.is arrangement follows what is virtually the 
existing practice." The Secretary of State did not accept this view 
and held that expenditure of an unusual nature should come within the 
purview of audit. 

349. A rule was accordingly embodied in the Audit Resolution of 
Decembl-c: 18th, 1908, to the effect that the sanction of the Secretary 
of State was required to any expenditure exceeding Rs. 500* in any 
one case which was of an unusual nature or devoted to objects outsicre 
the ordinary work of administration, or to any expenditure likely to 
involve a.t a. later date expenditure beyond the powers of the Govern
ment of India. ; and the Audit Officers were enjoined to verify thebc condi
tions. This rule was wordlld vaguely, and its interpretation ga.11t.. P"lea.t 
trouble, as it is not easy to decide what is "usual" or belongs to the 
"ordinary work of administration." So, although before 'he Ucforms 
efforts were made to scrutinise expenditure in respect of propriety, not. 
much advance was ma.de iv. this direction, ~wing to the want of a. ruie 
clearly laying down tho principles by which .lLudit tihould be guided. 

360, The raison d' &re of audit has, llllder ~he Rgforms, bt1en des
cribed as the necessity for a. powerful and independent centi..l agency 
which will bring financial irregularity and misdemeanour proltlinently 
before (1) the executive and (2) the legislature. Thilview was ~resse~ 
thus in paragraph 77 of the First Des~atch on the Reforms :-

• NoT1:.-The words" exceeding Rs. 500 in anyone case" were added in 1914. 
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' '' 1n pl1.1.Ce of the formal e.xawine.tion of authorititili an.<l of rule!ii, the 
work should be conducted with greater regard to the broad• principles 
of legitimate public finance. 'l'ho audit will not only 11ee whether there 
is quoted authority for expenditure; but will also investiga\e the neces· 
sity for it. It will L.s.m whethor individual items were in furtherance 
of the scheme Mi: which the budget provided ; whether the same re11ults 
-could have been obtained otherwise with greater economy; whether 
tho rate and scale of expenditure were justified in the circumstances ; 
~ fact, they will ask every q,uestiou that might be expected from an 
mtelligent tax-payer bent on getting the best value for his money. 'l'he 
..\:·1dit Officers will also devote more of their time to looking into the 
manner in which various executive officers a.re undertaking their morti 
important financial responsibilities." 

The exiHting rule in tho old Audit Resolution mentioned above was 
found by experience to be wisatisfactory and it w11.1:1 decided to replace it 
by the set of principles reproduced in pa.r1tgra.ph 34u above, which have 
received the label" C&llOJll:I of hllancial propriety." 

an. The reaSOilli why they do not appear in the new Audit Resolu
tions but in the Auditor General's Uules are constitutional. The 
responsibility in respect of transferred subjects now devolves on the local 
Governments, and the Secretary of 8tate did not consider it desirable to 
retain his control over such subjects to ens111e comvliance with the 
canons. He has therefore left that duty in the hands of the new 
authorities, namely, the legislature acting through the Public Accouuts 
Committee ; and inasmuch as he came to that decision with regard to 
Provincial transferred subjects, he accepted the same principle with 
regard to Provincial reserved and Central subjects also. Consequently 
the rule does not take the form of requiring the 11anction of tho Secre
t•~y of State when any of these canons is infringed, and is not therefore 
embodied in the Audit Resolutions. 

352. Duty of Audit in respect of the Oanons.-When an apparent 
breach of one of these canons is detected it should be reported by the 
Audi[. Uffi.cer to the administrative authority concerned, and1 if the 
matter be serious, at the same time to the local Government. lf the 
correspondence confirms the Audit Officer in the opinion that there hati 
been a breach he will report it to the local Governmtmt. The Finance 
Department can .require'tf.e Audit Department to withdraw the 
objection on the prom.ii.I\, that the matter will be placed before the Public 
Accounts Committee. ~e Ppblic Accounts Committee as representing 
the legislatiure makes its recommendations on the case and it then 
rests witL the Govurnment to take them into consideration. The Audit 
Cnficer shpuld, however, see that the action taken by Government is 
adequate ; and1 if he is of the opmi.on that it is not, it is open to him 
to comment thcreonr& his next Report. 
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833. An e:romination of t~e Canons.-The canons may now be consi
dered in detail. 

(1) The first canon requires the Audit Officer to see that tliere is no 
extravagaIWJe. '!'his canon comes practically from an existing rule in 
the Civil Account Code (Article 91 slightly modified). The application 
of this canon will be explained later. 

(2) 1The soound canon deals with borrowing. .Tltls canon is quite new 
as the local Governments had no powers of borrowing 'in the past. It 
imposes a new duty on Audit Officers to see that borrowed money is not 
spent on objects the expenditure on which is intended to be met from 
current revenues. 'l'he rule rcfets t& revenues allocated to local Govern
ments under the Devolution Rules and states that money borrowed 
on the security of those revenues can only be spent on the objects specifieu• 
in the local Government (Borrowing) Rules, and that, if expenditure 
met from such Loans is on unproductive works, a Sinking Fund or other 
form of amortization should be formed for the eventual liquidation of the 
loan. It further requires that if, after meeting the objects for which 
money had beeu borrowed, there remains a surplus balance, it should 
be utilised on objects for which money cafl Le borrowed wider the rules 
and not put bock into the general balances of the province. '.l'he 
Secretary of State in his :Financial Despatch No. 8, dated the 10th July 
1922, suggested that the rules regarding the creation of a Sinking Fund 
for the amortization of loans utilised on unproductive works !:ihould 
apply also to the Ccutral Government, and the Government of India . 
have taken action acc~rdingly. 

(3) The thlird canon was evolved some years ago when a proposal 
came up to the Government of India to grant the members of the Execu
tive Council slightly improved rates of. travelling allowance when they 
were travelling in their special carriages. 'l'hey proposed to i;anction 
the increased rateEi in pursuance of their general powers of dealing with 
travelling allowances; Lut., as a doubt wall expressed as to the propriety 
of according sanction in such a case, a reference was made to the Audit11r 
General for a ruling whether it would require the sanction of the Secretary 
of State. The Auditor General held that, whatever might b<! the posi
tion with regard to travelling allowance generally, it was certainly 
incorrect in principle for lfl1 authority to pass an order which '~oul<l Le 
directly or indirectly to its own advantage. This is now accepted 'ati a 
fundamental principle. It is to be noted, however, that if ;,.n order is 01 

perfectly general application it does not coU1:1titute a breach o! 
tl·is canon if the particula:r; authority that ~aE¥1es that order is also bti
nefited thereby. 

(4) The fourth canon emanated directlj fro:p.l' an ~udit rule relating 
to unusual expenditure in the Main Audit Resolution. '.l'he ]!omt arose 
in connection with the polo grounds which were constructed •at Delhj 
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on the occasion of ·the King-Emperor's Durbar. No objection' was 
raised to the initial expenditure, but when tho Durba.r was over it was 
r-roposed that.- Government should maintain those grounds as polo 
grounds. The Auditor General expressed the opinion that, as the polo 
grounds would benefit merely the few people who would play p'olo thereon, 
the maintenance of the grounds should fall upon them and not upou 
Government. · 

" Provisos ar& however, necessary to make tle rule practicable, and 
exceptions have therefore been made for (i) insignificant sums, (ii) 
claims which could be enforced in a Court of Law, and (iii) exrenditure 
which is in pursuance of a recognise? pQlicy or custom. 

The last proviso a.lone needs detailed explanation. Under British 
~rule, with regard to expenditure on behalf of particular sections and 
communities, numerous customs have been recognised and certain lines 
-0f policy have been adopted. For instance, grants to hospitals or 
educationu.l institutions or for the construction of public roads have 
always been recognised as permissible. On the other hand, a grant for 
the construction of a Hindu temple or a Muhammadan mosque is not 
covered by any recognised ~licy or custom. 

NOTE.-After tho fourth canon, anothor canon used to follow prescribing that no 
authority should sanction any expenditure which is likely to involve at a later date 
expenditure beyond its own powers of sanction. For constitutional reasons this rule has 
now been retranaforred to the Audit Reaolutiona, (from which it was originally taken) 
and has therefore been diacu811ed in Chapter 14. 

(o) The fifth cancn is based on Article 995 of the Civil Service Regula· 
tions, regarding travelling allowance, and applies on the same principle t-0 
-0ther compensat-Ory allowances. The local Governments of Governors' 
provinc~s have now full authority to sanction compensatory allowances 
subject tO the restriction contained in this canon. The rules framed by 
Government will thus require intelligent scrutiny on the part of Audit 
to ensure that their operation will not involve a breach of thiJ ca.non. 

354. The application of the first ca.non is perhaps the 111ost 
important phase of audit work. Government expects disbursing and 
controlling officers to see that there is no extravagance in the expendi· 
ture of the public money. The controlling officers are thus responsible 
that the expenditure is necessary and the rat'3s are fair. It is the duty 
-0f the Xudit Officer to see that the officers of Government properly 
discharge their functions in this respect. He should devise means to 
bring t-0 notice all important cases which indicate want of attention to 
economical considerations. All important sanctions must be scrutinised 
intelligently to see if the 3~enditure is neceitsary, and in doubtful cases 
the papers lead~ to the sanction should be examined and the Finance 
Department should ats" be consulted. As proposals for new expendi· 
ture are also scrutinised by the Finance Department, it may sometin es 
happen that that Department will bring to the notice of tl e Audit 
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• 
Officer cases in which expenditure has been sanctioned which in the 
opinion of the Finance Deplrtment is unnecess¥:Y or extravagant. 
Breaches of this canon should be reported only after ' full 'tlonsiderh
tion of all the circumstances of the case . • 

355, The controlling officer, with his intimate knowledge of the 
details of the work in question, is in a far better position than the Audit 
Officer. to determine fair rates. At the same tiIQe it is necessary that the 
Audit Officer should not be wholly absolved from resifonsibility in this 
important branch of auclit. There can be no doubt as to the wisdom 
of the distinction of the duties of the two classes of officers in this respect. 
The scrutiny of rates demands ishe exercise of great intelligence and care, 
and should not be entrusted to an ordinary auditor to be applied as a 
mechanical check. Individual abnormalities should, of course, .bi 
watched, but the institution from time to time of a comparative examina
tion of the rates paid by various officers in the same or neighbouring 
localities may indicate cases in which, the rates being abnormal, further 
enquiry may be desirable. Cases involving considerable sums should 
genera.Uy be selected. The assistance of the Finance Department may 
be invoked in obtaining reliable schedules of rates and other necessary . . 
information. • 

366. Cases of extravagance should, in the first instance, be brought 
to the notice of the controlling authority of the officer whose expendi
ture has been called in question. That officer will investigate the matter 
and will forward to the Audit Officer his opinion whether the expendi
ture is extravagant or not, with his reasons. The Audit Officer will 
then be in a position to aetcrmine whether there has been a breach of that 
canon or not. In all important cases, the Finance Department should 
be consulted before making a formal 11lPOrt to Government. 

357. The question of checking extravagance is of principal 
impor~ce in connection with those Audit offices which deal with the 
accounts of Works, Stores and Workshops, and the results of audit would 
be more valuable if greater attention were paid to this branch of tae 
work and less to the enormous volume of work arising from the applica
tion in audit of the rules contained in the various Codes r,onceming 
am0tmts drawn by officers of Government in the shape of pay and al
lowances. 
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CHAPTER 18. 

Audit of Stores and Stock. 

358. Limitatioo qf responsibility f <n audit of store& and stock.-A.5 has 
already hecn stat.ed in para.~aph 23, the audit of stores and stock is 
mainly left to the departmental authorities in whose custody they are 
kept. The Auditor Gene.ral, as in the case of receipts, arranges for this 
audit only in cases in which he is sq required by the Governor General 
in Council. A list of accounts of stores and stock for the audit of which 
the Auditor Genera.I has been made responsible is given in Appendix 14-
'tii the Audit Code. 

359. Whenever material assets have to be retained for any time in 
the custody of Government servants, Stores Accow1ts have to be ?nain
tained. Stores Accounts may be either unpriced or priced, the general 
principle determining the distinction being that the former applies to 
stores the cost of which is cl~arged to a final head, whereas the latter 
applies when the cost of the stores is subject to subsequent adjustment. 
The essential points of such accounts are simple. The difficulties arise 
from the very largo number of articles kept in a large storeyard, and 
from the nef'd of simplifying the rroccdure without lessening the effi
ciency of check. 

360. Essenti.al pc;,nts of st<nes audit.--An acMunt of stores (including 
stock) is a record of all articles brought into, and sent out of, store ; and 
the function of audit is to see :-

(i) that every article purchased. or otherwise obtained for 1>tore 
is entered as a receipt in the store account ; 

(ii) that there is a proper sanction for the purchase; 

(iii) that the rates paid agree with those shown in any contract 
or agreement that may have been made for the supply 
of the stores ; 

(iv) that the store-keeper holds a proper quittance for every 
•· article shown in the store accowft as issued ; 
(v) that the articles are periodically counted and otherwise 

•-examined to verify the accuracy of the quantity balances 
in the books ; 

• 
(vi) that the q~lanct' in hand does iiot exceed the maximum 

limit.. pre!JCribed by competent authority and is not in 
excess of requiroments for a reasonable period ; 

(viir that steps are taken to dispose of unserviceable and surplus 
stores;· 
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(viii) that, where a priced account is maintained, 
(a) the materials are priced with reasonable accuracy, and 

the rates are reviewed from time to time and revised 
where neccss1uy ; and 

(b) tho balance of stock materials- workseup to the value 
balances as shown in the account at reasonable rates 
which should be within the market rates. 

361. The sellers of articles p11rchased for store may ho relied upon 
to obtain payment from Government, and such a payment must appear 
as expenditure in some Governmont account. In the same way, if~Pn 
article brought into store has been obtained from some other Govern
ment department and that department has obtained its quittance from 
the store-keeper, the transactions must appear in the departmental 
account and also in the cash accounts of the Store Department. Thus, 
for every article brought into store there must be a debit in a Govern
mont account, and the check descriood in item (i) is exercised by tracing 
for every such '1.ebit an entry of tho receipt of an article in the numerical 
store account. • 

362. Item (ii) involves the application of the Rules prescribed from 
time to time to regulate the supply of articles required to be purchased 
for the public service. 

363. Ordinarily for.the supply of stores contra.lits are made between 
the department concerned or tJ.e Indian Stores Department and a 
suitable individual or firm, with an agreement as to the price of the 
articles to be supplied. Item (iii) requires that the price paid for the 
articles purchased shall be in accordance with the rates so fixed. 

364, The check proscribed in item (iv) is two-fold; it is a. comparison 
of the receipts of the persons to whom the stores have been issued with 
the entries of issues ; it is also a check to ensure that the persons ;;to 
whom the stores have been issued are authorised to obtain those stores. 

365. Physical verification of storu.-As regards the cheer. prescribed 
at item (v), an auditor is not ordinarily required to assume responsibi
lity for the physical veriftcation of stores, but accepts a certififl3te from 
a responsible authority that the stores have in fact been verified. •Audit 
has, however, the right to investigate balances of stores ip the event ol 
its finding in the stores account discrepancies which may appear w 
require further elucidatioq. 

366. The auditor has also the right to see that the system of stores 
verification adopted by the executive is adeiiuate \ud proptJr. Thus 
he may enquire whether the staff responsible for the verificat~n of stores 
is other than the staff responsible for the physical custody of 11ihe stores 
or for the accounting for the same, and whether 'the verifi.Olltion tabs 
pla.o,e in the presence of the officer in1111ediately responsible for the CUjtody 
of the stJre~ 
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867. Stores represent a locking up of capital.-The purchase of stores 
for large construction works and on the Government Railwayd in India. 
involves the borrowing of large sums ~f money, on which interest is pa.id. 
Thus stores, in many ca.see, represent a. locking up of capita.I, which is 
always unjustifiable uhlei..s essential. The value of the check prescribed 
at item (vi), whict is of general application, is therefore directed towards 
economy in this direction. 

868. Unserviceable stores, and stock iti excess of requirements.-The 
accounting and maintenance of unser;,iceable stores which cannot be 
utilised by the Department in whose custody they are kept involve 
wa8te of labour and space. Similarly stores kept in excess of the 
probable requirements of the Department in the near future may 
result in loss to Government through deterioration. ltlirther, such a 
practice involves 1he locking up o{ money which could be utilised in other 
directions. The check required by item (vii) should be directed towards 
the avoidance of such losses, a.nd suggestions should be made for the 
disposal of such articles in the l,est way possible. .. 

869. Pricing of articles.-A priced account Qf store& should show 
the value of articles both at the rates at which they were purchased 
and at which they are to be issued. The latter should be fixed on a 
consideration not only of the actual cost, but also additional charges, 
such as cost of carriage, losses from depreciation or wastage, expendi
ture on establishment employed on the ma.intena'nce of initial accounts 
and custody of stores, etc., and they should at the same time be within 
the market rates. Item (viii) requii·es Audit to verify the correctness 
of the pricing of articles according to this principle, the object being 
to s:Ueguard Government against any loss in their issue. 

370. The general principle in a. big Department is that in its general 
bo(lks an account is maintained of the value of stores purchased or other
wise a.cqnircd in which the transactions involved in the acquisition of 
each item of stores are recorded in detail, and that the value of stock 
materials as shown in the stock register is worked out separately in order 
to secure an agreement between the value balancrs as shown in the general 
lJnoks. a.nu as worked out separately in the stock register. Item (ix) 
rP.quires an auditor to verify the agreement of these balances. 



121 
, 

CHAP. 19.] Tll,E SPIRIT OF AUDIT. [ 371.375 

CHAPTER 19. 

The Spirit of Audit. 

371. The Spirit of A.udit.-·The spirit which should animate Audit 
was explained in paragraph 77 of the First :Qei!patch on Reforms, an 
extract from which is given in paragraph :~50. See also paragraph 26:~. 

37.2. Although Audit Officers are bound to ascertain that the pres
cribed rules and orders aro obeyed, it is not to be understood that the 
mere application 0£ the11e rulell"ant orders in their minutest detail serves 
the pUl'pose of audit. Such a view does not envisage the fundamental 
object of an Audit Department, which is to save the tax-payers' money 
by seeing that expenditure is not irregularly and wastefully incurreil. 

373. For such a purpose it is ne<>.essary, of course, that rules of proce
dure should be laid down ; hut, if these rules arc to be regarded as ends 
in themselves, and not merely as means to an end, the inevitahle ten
dency will be for Audit Officers to insist rigidly on relatively petty matters 
and thus to frustrafie the real object of audit. For it is clear that, if 
much time a.mi trouble is taken up, and friction probably engendered, 
over expendituoo of a very trifling character in regard to which there has 
been only a technical, as opposed to a substantial, irregularity, t].e 
State and therefore the tax-payers aro losers. That is, it is better 
often to pass some not fully regularized expenditure of perhaps a few 
annas than to embark on lengthy controversy in rt>~pect thereof. Undue 
insistence on petty or technical details should whenever possible be avoid
ed and more time should be devoted to the investigation of really import
ant cases in which the auditor's intervention is desirable. 

374. The prescribed checks should, therefore, be observed in the 
spirit ;ind not in the letter as opposed to the spirit. As a rule, trifling 
matters which are of no consequence to the finances of the State 
should not be given much attention. To save time and trouble over 
petty sums, powers have been delegated to Audit Officers by the cR>v
ernment of India and all Provincial Governments to waive petty ob
jections (see Article 156 of the Audit Code) and these powers should 
be exercised freely with discretion. 

375. Pro<'Pflure fO'I' Audit scrutiny.-In the scrutiny of .IL<'JlOUJ".~'i 
and vouchers the following procedure should be observed. The :tQ

tual person performing the original audit, who will be u'sually a cle:-k, 
must apply the rules s'rictly. It cannot l1e expected that the clerks 
on comparatively low pay who perform die dett11iled audit will ha.Yd the 
judgment or breadth of view necessary to exprcisiJ the discretionary 
powers indicated above. But once the detailed audit has been strictly 
carried out and every infraction of rule brought to light, 'it will then 
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be for the competent Audit Officer to exercise the discretion vested in 
him by Government, as laid down in Artio!e 156 of the Audit Code, and 
to determine th~. casQ.<J in which the objections which might be raised 
under the' strict letter of the law can be waived. 

376. Pursuance of objections.-But, if the objection is of suc'b a nature 
that it cannot be waived under th~ rule quoted above, it is then the 
duty of the Audit Officer to press it quietly but firmly. The more 
important the objectilm the more necessary it is to couch it in language 
which shall he oourteous and impersonal. In carrying out this audit, 
the Audit Officer should remember that ex<·eptional cases may arise in 
which it is desirable to relax formalities which he would follow strictly 
in ordinary cases. Thus in one case lm retirement an officer went to a 
far country and sent bills for the balance of pay due to him. These bills 
were stamped with stamps of that country and the officer did not 
endorse on the bills the fact that he wished them to be made payable 
to a certain bank although he had left a letter in which he had 
expressed the wish that the amount of his bills should lle pa.id over to 
that bank. In view of the special circumstances of the case it was held 
that endorsement on the bills themselves might have been dispensed 
with, and that the value of the requisite Indian stamp11 might have 
been deducted from the bill and the stamps purchased 'therewith and 
affixed. Audit Officers must remember, however, that circumstances 
must be really exceptional before rules are relaxed, and even then the 
relaxation must be of formalities rather than of essentials. 

371. Audit to assi.st Goternment.-In paragraph 8 it has been pointed 
out that Audit is an instrument of financial coniroJ. It is therefore the 
duty of the Audit Officer to assist Government in financial matters. 
He is entrusted with responsible but unpkasant functions, and ha must 
remember-that he does not assist Government if he raises in the minds 
of other Govorn.mcnt servants the feeling that he is far more willing to 
apply stric.-t audit rules than to assist in other ways. Whenever, 
therefore, tl1e Government invites his assistance he should give it with 
thr. utmost willingness and to tht: best of his ability. Whenever he has to 
inspect an office he should not only point out mistakes but also indicate 
how they may be rectified and in future avoided. He must educate as. 
well as investigate. 
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CHAPTER 20. 

Interpretation of Rules. 
87&. nuw rules are framed.-Considerable ex_perience is necessary 

before an officer can become expert in interpreting t4p rules which be 
bas to apply in Audit. These are found mainly in a number of C'odes 
which have been framed by the crystallisation of departmental case
law over a long period of :r.ears. With each new edition, out-of
date orders arc supposed to be~ removed and important orders of 
permanent interest, which have been passed since the last edition, 
introduced, ephemeral orders being neglected. 

879. It will also be noticed that Indian Codes rarely contain any 
reference to the orders on which they are based. This has been done 
deliberately on the ground that decisions in audit matters should be 
based upon the aMiual words used in the Codes. 

380. Oorre1.atioo betu·een the syirit and the letter.-At the same time 
Audit Officers me, as stated in paragraph 37 4, enjoined to follow the 
spirit rather th!i.n the letter of a rule when these two appear to 
conflict. Thus it is important for them to try to understand the real 
intention of the rules which they have to apply. The framing of 
rules to express an intention clearly is a difficult matter ; and il Audit 
Officers find that when, as applied to a particuhtr case, the wording 
of the rule in a Coue docs uot seem to bear out the intention of the rule, 
it is desirable that they should take steps to bring the case to notice so 
that the wording of the rule may be brought more into accordance with 
the intention. This is all the more· necessary because many Audit 
Officers have to apply tho same rule and some of these may not have 
the same intimate knowledge as others of the intention of the autho
rity, so that it is important that the letter of the rule should convey its 
spirit as clearly and as J'Ccurately as possible. --· 

381. Oorrelation between two rules of the same naturr.-Aga.in, it some
times happens that two rules seem to contraJ.ict each ot.her when 
applied to a particular .,case, and there is no indication which rule 
should be applied. In that event, if one rule is fundamental! :i.nd the 
-0ther is of less importance, then the fundamental rule should prclvail~ 
Here again, however, for the reasons indicated above it may be 
d.isirable to bring the apparent conflict to notice. 

382. In tile applicatioh of rules to cormtite cases an Audit Officer 
may find :- ' , 

(1) That tho application of the rulc•botb k letter and ill spirit is 
clear. In such cases it is for him to give his d~cision. If 
there are special reasons which in any, case render the deci
sion inequitable it is f9r the administrative auth~rities alld 

1 not for the Audit Officer to move in the matter . .., 
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(2)'That, even though he is confident as to the correct interpreta
tion of the rules, he may think that the wording' might be 
improved. In that event he shmtld give his decision and 
should suggest a revision of the Code to remove the apparent 
discrep;wc~ between the spirit and the letter of a rule, or 
between two conflicting rules. 

(3) That there is a real d'i.:iiculty in interpretation and that he can
not decide how to apply the rules to that case. In that 
event he should refer thr. m1.Ltter to higher audit authority 
for a decision. 

_ .383. Procedure of interpret,ation.-A young officer may enquire how 
he is to ascertain the intention of any rule otherwise than by a careful 
interpretation of the words. Such intention can be ascertained autho
ritatively only by reference to the discussioM lea.ding up to the framing 
of the rule, that is, to the files of the Government. Such files, of course, 
are not ordinarily accessible to Audit Officers. There is, however, in 
every Audit office an atmosph\lre of experience and also records of cases 
in which the underlying intention of the rule has been discussed. 
Valuable knowledge can be obtained from such experience and re
cords and should be stored carefully in the minds of Audit Officers ; 
but it is neceSBa.rY to warn them against an uneasy desire to look 
beyond the authorised Codes when deciding every individual case. An 
Audit Officer should· not look to find, outside, regulations, a ruling 
which shall form an exact precedent for every case with which he has 
to deal; and, whatever guidance he may in fact obtain elsewhere, the 
decisions a~ which he ultimately arrives should be such as he is prepared 
to justify mi the regulations a11 they stand without appealing to external 
authority. 

384. If in any case it becomes necessary for an Audit Officer to trace 
the genesis of a particular rule contained in a Code, he should search 
the previous editions to ascertain when the rule was first introduced. 

386. Another point to remember in interpreting is that it is often 
difficult to ascertain the intention of the sanctioning authority from the 
terms of the order in which that sanction is conveyed unless the Audit 
J)ffice'P has also before him the letter asking for the sanction. It will 
then be easy to see what information was before the sanctioning autho· 
rity when he 'conveyed the sanction, and that knowledge is often of 
the utmost use in determininf the exact meaning of the sanction con-
veyed. , 

386. Another difficulty arises in the interpretation of orders from 
the use of :·etc." in such orders. The authority to whom power is 
conveyed PY such an order may be anxious to interpret that order in 
thr- widest poBBihle s.mse. Such an interpretation, however, is not 
permiesible: "Etc." in such a case means similar cases of a like nature. 
It canuot be used to cQ· rer other instances of a different nature. 
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The Results of Audit. The E:ii:ecutive and Appropriation Reports. 
387. Tke Value of Audit.-As explained in Cha.pt.er IO, t.he statutory 

audit Qil behalf of the Auditor General bey,inl\ in almost all cases 
after the events have occurred. In some provincell', certain claues 
of payments are made after the claims have been audited and paBSed 
by the Audit Department ; but these payments, taken together, 
comprise a negligible percenta~ of the whole expenditure of Govern
ment. Generally speaking, therefore, the whole proceedings of the 
Audit Department arc conducted ex post fact,o, and consequently A~di~ 
cannot prevent an overpayment through negligence or non-observance 
of the financial rules and regulations, or the commission of any other 
irregularity or impropriety by the administrative aut.horities during 
the course of events. The effective value of Audit lies in the report 
on its results being sent to proper authorities, so that the appropriate 
action may be taken by them to rectify the irregularity or impro
priety where possible, or to prevent a recurrence of it.. 

388. Detailed: reports on Audit.--Under rule 14 of the Auditor 
General's Rules, the Auditor General has power to enforce hie P.udit 
objections subject to certain conditions. The detailed results of 
audit are reported at the earliest opportunity by the Audit Officers 
to the disbursing and. controlling authorities, on whom the respon
sibility then falls for the settlement of the objections raised in audit 
and for the recovery of any amount disbursed in exceBB of that to 
which the claimant is entitled. Audit Officers are, however, required to 
keep a constant and careful watch over these objections and to keep 
controijing authorities fully acquainted not only wit.h individual cases 
of serious disregard of financial rules but also generally with the 
progress and clearance of objections. 

389. Oolle.ctwe reports on Audit.-After the completion of the year's 
accounts, a collective report of the Audit Officer concerned upon the 
Appropriation Accounts* of the year and upon the reeuits of Audit 
applied to them is pr011ented by the Auditor General in Aespect of 
Provincial transactions to each local Government, and in l~il~~t .2l 
Central transactions to the Governor General in Council, with such com
ments as he may think fit. • 

390. There are separate reports on the fiv.ancial transactions of each 
of the provincial governments, as well ~s eal'll. of the three principal 
spending departments of the Central Governplen+.-the Army, Rail
way, and Posts and Telegraphs DepartIIibnts.• The transactions .>f the 
remaining departments of the Government of India are coleid.ered in a 
single compilation. • .. 

-----~- ----- --. 
• NoTi:.-'the term "n.ppropriation a~unt.e" is used to cover accounts of ei:pendi· 

tare both frorA voted Grants and from non-voted Appropria'ipna. CSce paragrapl 400.) 
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, 391. in act'11al practice two separate documents dealing with the 
accounts of the majority of these units have hitherto been. prepared 
in each case. The first of these, the Executive Report, was never pre· 
scribed in the case of the accounts of the Army Department, and has 
been discontinued in the case of 'the all Central. It is likely to be 
discontinued, as tho 'netd for it ceases, in the ra'le of the P;ovinrial 
accounts also ; b"ut, where still prescribed, it is submitted, in advance 
of the more important document next described, for consideration by 
the Executive UovernmMt. The seconq document, which contains the 
Appropriation Accounts and ~he Report. of the Audit Officer thereon, 
is intended for submission to the Committee on Public Accounts and 
iJ _.,onsidered both by the Executive Gov<'mment and by that 
Committee, and is also submitted by the Auditor General to tho Secre· 
tary of State through tho Governor General in Council, with his detailed 
comments on each Roport and with such further commPnts of a general 
nature as he may think fit. 

392. Position before the Reforms of 1919.-Before 1881 there was 
practically no appropriation Audit in India. On the recommendation 
of the India Office Committee ap[rointed in 1880 to report on tho system 
of Military Accounts in India, the Secretary of State directed in his 
despatch No. 46, dated 27th January 1881, that the Comptroller General 
should prepare annually a report comparing the accounts of the last year 
with the budget for t4a.t year, and with the accounts of the preceding 
year, with explanations of any important -fariations; and in his 
despatch No. 103, dated 23rd May L882, ho also directed that the 
report should be submitted to him. The scope of the report remained 
practicaUy the same till 1912, when it was decided that it should give 
more explanations on variatioIL'I, and notes on any abnormal growth of 
expenditure or tendency to extravagance, and should mention cases 
of serious breach of financial rules and other important points in 
am6.t. In 19 l ~. on tho elevation of the status of the Comptroller and 
Auditor General, the Secretary of State directed that these reports 
should be addressed to him by the Auditor General and sent through 
the Government of India. 

393. Trose report.11 were then a combined publication, and all local 
AU\l departmental accounts and reports were combined into one by the 
Cbmptroller antl Auditor General and sent to the Secretary of State in 
a consolidated form as " Audit and Appropriation Reports on the 
Accounts of the Governmenfof India." ' 

391. The dominant conception of the Indian constitution before 
the Reforms of 1919 was that the entire Government 11ystom wa11 one 
indivisible \\'hole and amenable to Parliament. The whole Civil and 
Military administratio:p. of the country was committed to the Govern
mel1'11 of ln~ia, and local Governmentq were virtually in the position of 
agents, 'lf the Government of India. By Act of Parliament ~he powers 
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of superintendence, direction and control over the Government of India 
were vested in the Secretary .of State. He was, therefore, the supreme 
controlling authority, and it was necessary that the Auditor General 
should report the results of his audit to the Secretary Jf Sta~ througii 
the Gov~ment of India, which was responsible for the financial adminis
tration of the country. 

395 Position undeJr the Reforms of 1919.--The Reforms of 1919 
brought in a change in this constitution, by ,re1ogni11ing, within the 
Government of India, the separate existence of the lo,,al Governments 
of Governors' provinces, as com1>onent parts of that hody. The 
Secretary of State still remains )'('Bponsible, under Section 2 (2) of the 
Government of India Act, fof Bllperintendence, direction anti. control 
over all acts, operations and concerns which relate to the Government 
or revenues of India, and all payments 1mn charges out of or on thee~ 
revenues ; and, under Section 21 of the Act, the Secretary of State• in 
Council retains the consequential power of control over expenditure 
from and appropriation of, these reYlmnes. Similarly, under 8ection 
33 of the Act, the Governor General in Counci1 is still vested with 
the power of superintendence, direction and control of tho Civil and 
Military Government of India. But tJ1ese powers are now limjted 
by the insertioh of the words " subject to the provisions of this Act 
or/and rules mlfde thereunder ", in recognition of the fact that any 
degree of minute control by outside authority is incompu.tiLle with 
" the gradual development of seJf-govcming institutions ". The removal 
and relaxation of external control over local Governments were made 
through divestment a~ devolution 0£ powers umler Section 19-A and 
4u-A of the Act and rules 13 and 49 of the Devolution Rules. The 
effect of devolution has been to increase the financial powers 0£ the exe
cutive half of the local Government, which still remains amenable to 
Parliament by the retention of an intermediate responsibility in the 
hands s>f the Governor General in Council, and of the ultimate respon
sibility in the hands of the Secretary of State ; while the effect of divest
ment has been to transfer some subjects to the control of that half of 
the local Government which is responsible to the local legislature, ·the 
Secretary of State and the Governor General in Council retaining powers 
of intervention in the transferred field in certain limited ar!rl definitely 
prescribed circumstances.only, and with the narrowest possiLle reserva
tions. 

396. Again, before the Reforms of 1919 the Legislative Cowiuu wa~· 
in theory only an enlargement of the Executive Governmdht for the pm·: 
pose of law making. It pad practically no ~and in the matt& of finan
cial control. Under these Reforms, the•Legi'ljative bodies becam~ a 
more popular institution and their existence w~s rt¥JQgnieed as distinct 
from the executive. In financial mat~rs, -their duties include the 
scrutiny of the Budget and the power of granting demand\,_ to be put 
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:((>rward by the executive, for expenditure on the administration of 
Government, with the exception of certa:n heads which are not to be 
presented to the vq,te of that body. The powers grn.1 ted to the legis
latures fo. reg~rd to the voting of demands have been described in 
Chapter 15, from which it will be observed that these powe'i-s are real, 
as, unless the Executive Government, or the head of that Government, 
as the case may be, exercises its powers of certification or authorisa
tion, the voting o{ t~e demand is final and the executive has to carry on 
the administrathn in regard to voted expenditure within the amow1t of 
t.be grant and within the scope of the demand. 

397. The different .authorities having been given powerB over finan
-cia.l matters, while the Secretary of .Stace retains the supremo power of 
-control, it IJecame a matter for consideration how the reports of the 
Audit Officers would be considered under the Reforms. It was recognised 
that, in the exercise of the control over provincial finances entrusted to 
them, the local autho1·ities would depend largely on the effectiveness of 
the help rendered by the audit offices, and that they sh(Juld, therefore, 
formally receive report.<J from the Auditor General. Accordingly it was 
provided in rule 15 of the Auditor General's Rules that the reports 
should as before be forwarded to the Secretary of State through the 
Governor General in Council, but at the same time they· should be for
mally transmitted to the Governor General in Council ari.d to the Finance 
Department of the local Government. 

398. Re-organisat·ion of tlie Reports.-The question o{ the re-orga
nisation of these reports was at the same time taken up, and, as a 
result, each report wo.s divided into two separat?. parts :-

(i) the Audit Report dealing with expenditure under objection, 
financial irregularities and general comments ; and 

{ii) the Appropriation Report containing appropriation account 
statements, comments regarding the excesses and abnormal 
savings brought to notice 1n it, and provincial flnances. 

The system of consolidation of all the reports by the Auditor 
GJleral for submission to the Secretary of State was also disconti
nued. 

399. On the recommendation of the Centre.I Public Accounts Com
mittee of 1923, the question of making the Appl'opriation Accounts more 
illuminati'lg was investigated by the Auditor General; and in 1925 

'lv' wd decided to re-organise the reports on the lines of the correspond
ing British Rerorts, the main features of the re-organisation being :-

(a) the amalgamation into one of the two separate reports, 
namely the Audtt ReP,ort and Appropriation Report ; 

(b) the inclu<iionuof the financial irregularities, embezzlements, 
frauds, etc.; under the proper grant and appropriation 
in the amalgamated report ; 
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(c) the combination o~ the votied charges of a grant with th~ 
non-votied charges of the corresponding arpropriation in 
one Appropriation Account, so as to g!ve a bettet idea ot 

• the expenditure on each particular head of account as a 
whole, as the two classes of expenditure are in almost 
all cases closely inter-connected; 

(d) the appending of store accounts o\ iUlportant stock and 
trading accounts of the quasi-commercial iconcems to the 
relevant Appropriation Accounts, so as to give a clear idea 
of the transactions in connection with them brought to 
account in the genc..-ral.Appropriation Account. 

400. Object of the RepO'l't on the Appropriation Accounts.-The object 
of this reorganised report, which is called the "Appropriation AccoUJ1.t. 
and the Report of the Audit Officer thereon" , is to present the audited 
accounts of expenditure from all the voted grants and non-voted appro
priations of the year, with full explanations of all important varia
tions between grant or appropriation and expenditure, and with such 
comments as the results of audit scrutiny shew to be desirable. 

401. Object o.f the Executive RepO'l't.-•It was also decided that a 
separate report Bhould be submitted, in advance of the Appropriation 
Accounts and Report, to the Executive Government. The main objects 
of this report, which is called the " Executive Report " are :-

{i) to bring to the notice of the Executive Government, several 
months before it is possible to submit the Appropriation 
Accounts wd the Report thereon, cases of financial irre
gularity, sufficiently important for mention in the Report 
on the Appropriation Accounts, on which the orders of 
Government have not yet been passed or, having been 
passed, are not considered in audit to be entirely adequate ; 
and thereby to give the Government an opportunity of 
expediting or reconsidering its orders upon them; 

(ii) to represent to the Executive Government a comprehensin 
review of minor irregularities which, while of insufficient 
importance to justify mention in the Report on the Appro
priation Accounts should be a matter of concern to a 
Government"which desires to maintain a high sta~dard of 
financial administration ; anl 

{iii) to suggest remedial and preventive measures \or the consi··' 
deration of the Executive Government, and, if nt'\cessary, 
to comment upon the adequafl}"9 of such measures already 
taken. -

It will therefore be understood that th" Ex&~utiv~ Report concerns 
the Executive Government only, whereas the Appropriatioo Accounts 
and the Report thereon concern the legislature also. It is not •however 

F 
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intended that the Executive Reports shpll be a 11ern1anent feature of 
the Indian sy?teni'k and ste11s are already being taken to discontinue 
them wfterever the requirements of the Executive GovemmC'nt can be 
othP1wise met. 

402. The Appropriation Accounts of the Central Civil expenditure 
for 1924-25 and the Rep()] t t.1:( reou we1e, for the first time, re l•rganised 
on these lines; and bif 1927-28, the re-organisation of all the Appro
priation Accou:rfiis and Reperts on them was completed. 

403. By wliotn prepared.-In certain cases, owing to the separation 
of accounts from audit, the duty of preparing A 11propriation Accounts 
has been entrusted to officers other• than Audit Officers. It is for the 
Audit Officers concerned to submit the Report on these accounts, as 

•Wtll as to prepare the Executive Report for so long as its preparation 
is still required. In all other cases both the Appropriation Accounts 
and the Report thereon and the Executive Report are prepared by 
the Audit Officers concerned. 

404. In respect of expenditure incurred in England by the Secre
tary of State and the High Commissioner for India, no Executive Reports 
are prepared. 'l'he Appropria\.ion Accounts are compileq by the Account
ing Officers in the United Kingdom, and the Reports ppon them by the 
Auditor of the Indian Home Accounts. These Appropriation Accounts 
nre, however, incorporated in the relevant Appropriation Accounts 
prepared in India in order to present in a single document the combined 
result of the whole transactions of each Government. 

I 

405. Fu:nct,ions of the Public Accounts OiJmmiuees of Provincial 
Legislatures.-lt is necessary to deal here in some detail with the 
functio_ns of the Committee on Public Accounts. ln introducing the 
Reform.S of 1919 it was intended that the removal and relaxation of 
external control over the provincial field, as explained in paragraph 
350, should be "contingent on the existence of a powerful 'and in
dependent central audit, which will bring financial irregularity and 
£:..isdemeanour prominently before the executive and the legislature," 
the two guardians of financial propriety in a province. 

408. The question then arose how control should be exercised by 
the legisla.ture, and it was decided that each legislature should have a 
Committee on Public Accounts which should deal, on its behalf, with 

"t.he "'Appropriation Accounts and the Report thereon, and that to make 
'this Committo.e a popular body not less than two-thirds of its members 
should be elected by the non-official members of the legislature, the 
remainder being nominateti 'by the Governor.· 

407. The duty of the Committee as laid down in the Statutory 
Rules is:-

(a) 'oo scrutinise the Appropriation Accounts of the province and 
the Report of the Audit Officer thereon ; 
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(b) to satisfy itself that the money voted by the Iegisllture has 
been spent within the scope of the demand granted by the 
legislature ; 

(c) to bring to the notice of the legislature:-
(i) every ca.Re of e. breach of the pr\ncl't>le that no re-appro

priation may be made from one grant°\c) another; 
(ii) every re-appropriation within a grant which is not made 

in accordance with the rnles regulating the funrtions 
of the Financll Department, or has the effect of in
crea11ing the expenditure on an item the provision for 
which hn.s been specifically reduced by a vote of t.J:ie. 
legislature ; and 

(iii) all expenditure which the Finance Department has re
questP..d should be brought to the notice of the legi11-
lature. 

408. Under Rule 37(i) of the Devolution Rules the Finance Depart
ment of a local Government is required .to lay before the Committee 
the Appropriation Accounts and the Report of the Audit Officer thereon 
and bring to the hotice of the Committee all expenditure which has not 
been duly authorised and any financial irregularities. 

409. Functions of the Public .Accounts Committee of tlie Central 
Legislature.-Similar provisions have been me.de as regards the control 
to be exercised by the C~ntral Legislature, and the :Finance Department 
of the C":rovemment of India is also required to take similar action in 
regard to the Central Appropriation Accounts and the Reports of the 
Audit Officers on them. 

410. Although the Committee on Public Accounts is inherently a 
Committ.ee of the legislature, which is primarily concerned in ascertain
ing, through its Committee, whether the money granted by it has been 
spent according to its determination and with due regularity and pr<'· 
priety, the scope of the control exercised by the Committee has been 
greatly developed so .as to make it a valuable instrument for safe-guard
ing the interests of the tax-payers. It has been held that the Committee 
is entitled to scrutinise .\ll matters included in the Appr<>priation 
Accounts, and in the Audit Officer's Report and the Audit.or Ge1!.e.'"'1.l~ 
comments thereon, whether in regard to voted or non-voted ex pen· 
diture, or receipts of revenue, or stores, with the exception of eases 
arising in a "Backward Tract," to which the provisions of Sectit-n 
72-D of the Government of India Act do rtot apply, as the functions 
of the legislature e.nd its Committee on Public 1\cconnts are regulated 
by the rules framed under that Section o2 thd Act. The Committee 
is further entitled to express its opinion upon the conduct, of the 
administrative department in respect of its acco~ts and upon thp_ 
decision of the Finance Department affecting the latter, and ·to criti
cise ittiproper \nd wasteful or unwise methods of finPll-cial administra.:ion. 

F2 
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But th6-Com.riiitte~ is not an executive body, and has no power, 
even after the most minute examination and on the clearett evidence, 
to disallow any item or to issue an order. It can only call attention to 
an irregularity or to a failure to. deal with it adequately, and express 
its opinion thereon ~nd record its findings and recommendations. 

411. Assista~tce req~iredt of the Audit Officers.-In order adequately 
to fulfil these functions the Committee must necessarily rely upon 
the assistance of the reporting officer who should invite its attention 
to all unusual features and important irregularities arising out of the 
audit described in Chapters 12 to 18. Where accounts are compiled 
.bi an authority other than the Audit Officer, irregularities are also 
discovered by the accounts staff of that authority during the course 
of internal check, and such irregularities also should find a place 
in the Report. Having decided what information should be brought 
to the Committee's notice. the Audit Officer should set forth carefully 
all the relevant facts, explaining the obvious inferences to be drawn 
from them and the points which appear to require examination, in 
such a way as to enable the'' Committee to reach a co'lclusion on each 
subject or to determine the nature of any further in:vestigation which 
may be necessary. 

412. Review of Finance.-In order to present a comprehensive survey 
of the financial administration of the government, the report ordina.rily 
includes a general review of the financial position of the Government.. 
In doing so the report should indicate not oniy the results of the year 
but should also show whether the position has improved or deteriorated 
during .the past few years, referring to the main causes that have been 
at work to effect the result. To indicate the present position, the cash 
situation has to be explained, and in addition the growth or diminution 
of liability should be indicated. For this purpose both revenue and ex
_penditure should be suitably analysed, and permanent commitments 
"'distinguished from those of a temporary character, the former being 
detailed to the extent necessary and the latter sub-divided as may be 
suitable. Contingent liabilities, such as estimated expenditure on un
completed schemes or works, should receive , special attention, as well 
as ass~ not yet brought to account. 
- .. 

413. Disposal of the Reports.-After the reports have been scrutinised 
and considtfred by the Public Accounts Committee, it devolves upon 
the Finance Departmenv to take into consideration any recommenda
tions of the Commi1i_t:ee an'.a to issue .orders thereon. The report of 
the Committee a,nd the orders of the Government thereon are then 
furnished to the Au<lli Officers concerned and to the Auditor General, 
nnd it is ljpen to the Audit Officer in his next report and to the Auditor 
General in his comments thereon to indicate the action which has been 
taken in. respect of ~ases previous~v brought to notice and to comment 
on I.he adequacy of _the action. 
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414. When forwarding the reports to the Sec~etary of State, the 
Auditor Gteneral offers such comments of a general nature as he may 
think fit after a scrutiny of the accounts of the whole of India so as to 
present the general trend of audit development and the progress of 
financial control in India, quoting, where necessary, individual cases ot 
financfal irregularity as examples illustrative of liis com:ments. 

415. Importance of the .Reports.-Heports on t.hc Appropriation 
Accounts are thus public documents of considerable importance. They 
should, therefore, receive the J>ereonal attention of the head of the 
Audit Office. Every endeavour should be made to convey through 
them a. just, impartial and yet sympathetic picture of tho finallf;:jal 
administration, as, to the Government concerned, the reports will show 
the extent to which its subordinate officers are complying with its 
rules and orders, and to the tax-payers and to the Secretary of State 
they will exhibit the extent to which the Government is complying 
with the orders and views of lihe legislature. It should be borne 
particularly in mind that the control "'.'hich the legislature of the 
province will e::rercise over the provincial finances will dept~nd l11rgely 
upon the effectiveness of the help rendered hy thc.,e reportfl. 
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CHAPTER 22. 

Relation betwee\i the Audit Department and the Finance Departments 
. of the Central and Provincial Governments. 

416. The Auditor GeneraZ dej,endent, on t'I~ GovemfflR!nt of India in 
matt,ers of Expenditure and Adminisl/ration.-We have seen in Chapter 3 
that the Auditor General in India is, in his capacity as the final audit 
aulihority in India, independent of the Government of India. This 
independence does not, however, cover his powers of expenditure, 
or his administrative powers over the Indian Audit Department. 

417. Such powers of expenditure as the Auditor General possesses 
are delegated to him by the Governor-General in Council ; and in this 
respect, therefore, he is subordinate to the Government of India. Simi
larly, the Auditor General's aliministrative control over t.h.e Indian Audit 
and Accounts Service is largely limited in respect of pmcers of Class I 
and of Accountant General's status. 

418. While therefore the Government of India cannot override the 
Auditor General's authority in audit matters without a reference to 
the Secretary of State, it is within their power to issue financial or ad
ministrative orders in respect of the Indian Audit Department which 
may, in the opinion of the Auditor General, J?rejudice the efficiency of 
the audit for which he is statutorily responsible. For example, the 
Government of India may dissent from the Auditor General's opinion 
regarding the number, status, or remuneration of the Gazetted Officers 
or non-gazetted staff required for the proper conduct of particmar audit 
duties, or in regard to the grant of facilities or encouragement for special 
fraining, or on the subject of the selection or posting of particular senior 
Officers- for promotion or duty. 

419. If and when such differences of opinion arise, the Auditor 
General's only remedy would lie in convinc\ng the Secretary of State 
!h-11:.t JUscown view is right and that of the Government of India is wrong. 
He has, however, no direct means of access to the Secretary of State ; 
and, if the Government of India are not prepared to forward any re
presentation which he mar make, he must wait to put forward hie state
ment of the case in the a.nntal letter with wlrich he forwards the Appro
priation Accounts to tie India Office,-this being his sole avenue of access 
to the Secretary o~ Sta~. 

420. H will thus be seen that, while the Auditor General is, in hie 
11:.udit cape.city, ind~ndent of the Government of India, he is in fact 
Clependem on the Government of Jndia for the meanR of giving effect 
to hU audit duties and responsibilities. 
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v" 421. Co-operation between the Auditor General and the Finance 

Departtnen,t, of tM Government of India.-It is therefore necessary 
that close touch should be maintained between the Auditor General 
and the Finance Department,-the Department of the Government 
of India the portfolio of which includes the subj~ts with which the 
Auditor General deals. Close co-ordination is "requil'f!d in connection 
with the drafting, amendment and interpretation of rules having any 
financial bearing. In actual practice the Auditor General is generally 
consulted by the Finance Dt>partment before any action is taken ; 
and the general convention is (i) that where, (as in the case of the 
Fundamental Rules and the Civil Service Regulations) the Governor
General in Council has the power of interpreting rules, the Audiwr 
General is consulted by the Finance Department; and (ii) that where 
such power is reserved to the Secretary of State in Council, the Auditor 
General gives audit rulings on disputed cases after first ascertaining 
if the Finance Department agrees. Jn all cases in which the Finance 
Department issues financial rules, whether in the form of Codes or 
otherwise, these ,.re scrutinised by or on be.tlalf of the Auditor General. 

422. Apart frpm these special matters which concern the direct 
relations between the Auditor General and the Finance Department of 
the Central Government, the general principles regulating the relations 
between the Government of India and the Audit Department in regard 
to budgets, financial control, the Reports on the ~suits of Audit, and 
other such matters, difle~ only in detail from those which have governed 
the relations between Provincial Accountants General and the Finance 
Departments of Governors' Provinces since the Reforms of 1919 brought 
with them a relaxation of the Central Government's control over pro
vincial finance. While, however, the relations have, in the case of the 
Provincial Governments, been put upon a statutory basis, there is no 
such basis in the case of the Central Government. 

423. The. increase,d financial pqwers of Prooincial Governments, aR<I, .. 
the consequent duties of Audit.-In recommending such relaxation of 
external control, the Government of Inaia, in paragraph 7-i of the 
First Despatch on Reformlf., stated as follows :-

" Withdrawal of external control over provincial finance lln}'lb 
the substitution of effective control within the proVince. 
That control in practice must be divided between thA Financt
Department of the province and j;ha Legliilative Council." 

424. The extemal control mentioned here means the control which 
the Secretary of State and the Governme::J.t of. India used to exercise 
over the provincial finances prior to the introduction of the Reforms. 
The Reforms of 1919 gave the provinces a large measure of "financial 
independence, as described in Chap1;er 14, as well as large !lowers 1>t 
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tnx-11tion ~and borro~ing. The former external control has now been 
rt·plared by control within the province, partly by thl' FinaJV1e Depart
mtmt and partly by the J.iegislature, the latter in this behalf being aBBisted 
by its Committee on Public Accoun~s. 

425. The Audit Offi<?r' s relation with the Legi,s'lature and the Finanoo 
Deprntmeflf qf tlie lorat Government.-T n paragraph 77 of the same des
pat.ch tbe Government o( India stated that "standing behind all 
financial control there. must be an effective audit"; and in para
graph 18 they di11cussed as follows the means of making audit criticiRmB 
effective :-

.../ " Wit.h the audit rehabilitated as we should wish, the procedure 
for making its criticism effective will be as follows :-Each 
audit report which deals with provincial subjects will be 
submitted to the Governor, for communication to the exe
cutive authority concerned, whether Member of Executive 
Council or Minister. Copies will go simultaneously to the 
Finance Department of the Province, which will take orders 
upon tJie report. . ..................... : . But in each 
-case, the Finance Department will place the report and the 
ordt>rs upon it before the committee on public accounts 
. . . . . . . . . .. The committee . . . . . . . . .. .. will have the 
right to examine all audit objections and executive orders 
passed upon them, and to make reco!llmendations ...... ". 

426. As explained in the previous Chapter, the Auditor General's 
audit is. conducted primarily on behalf of the Secretary of State-the 
final controlling authority-but his assistance is available to the execu
tive government and the legislature which are now responsible for the 
internal oont.rol. To safeguard the interest of tax·payers the ieport on 
the results 0£ audit conducted by the Audit Department is scrutinised 
'try the Public Accounts Committee ; but, as the functions of the legis
lature, and consequently those of the Public Accounts Committee, as 
at present constituted, are confined to scrutiny and recommendation, 
1hey do not possessany authority to enforce compliance with their wishes. 
Where & local Government fails to meet the wishes of the legislature in 
itfc'll' a matter, the legislature has, of course, its own remedies,-remedies 
·of an indirect.kind : but no ot.her authority can intervene unless recourse 
be had to t]le general powers of superintendence, direetion, and control, 
re11erved to the Secretary <>f gltate and to the Government of India. 

427. In the p~violis Chapter it has also been shewn how the assist
ance of the Audit DerartD'lent is rendered to the executive Govern
ment and :egislature through the Executive Report and the Report on 
the Appropriation Accounts. It was, however, recognised that its co
dtuiuatio"Q wit.h the Finance Department will be necessary in detailed 
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. . ' 
matters, and the Government of India in paragraph 75 of the same 1lc::1· 
patch expfained the desirability of it as under :-

/"Finally the Finance Department must be in intimate relations 
with the audit. It will have to advise the auditor regarding 
the scope and intentions of schemert of exJ:!enditure, having 
itself been apprised of these in its discussion~ with the execn· 
tive authority at the preliminary sta~s. It will be consulted 
by the auditor about the detailed applic&tion of financial 
principles and the iiitefpretation of financial rules. 1t will 
keep him informed about prices, local rates of labour, and 
many other facts which are relevant to his audit, b11~ ot 
which he has no direct source of knowledge." 

428. It is especially in connection with the conduct of higher aul~t, 
as described in Chapter 17, that the Audit Department can be of service 
to and should expect assistance from the Finance Department in the OJl..· 

ploration of avenues for economy. 
• 

429. Duties• of the Finance Department, and corresponding function• 
of the Audit Offictr.-The statutory provision for internal control of the 
Finance Department is contained in Section 45-A (2)(iii) of the Act, w}1ich 
provides that rules framed thereunder may " provide for constituting a 
finance departmentJ..?. any province, o.nd regulating the funcfiom:1 of 
th~t d~partment." \;'rJi,ti function~of .t~~ .E:in~D.Qll D~Pi:d•I!~nt are de
tailed m Part III of the'DevoliitiOn RUles framed under that S'ection of 
tho Act. The more important of these functions \wJiich invol~ 
cmru:a.tio.n. with th~ Audit Depa.rt;w..eat ai:c SUDllllal'ised oclii:w :...:...·"-

( i) The safety and proper employment of the Ji'amine Relief 
Fund and of the proceeds of borrowing. 

(ii) The framing of the financial rules and arranging £01 the 
maintenance of suitable accounts throughout the provinc.~ 

(i1"i) The preparation of the annual budget estimates. 

(iv) The scrutiny of proposals for new expenditure a.nJ guard
ing against• undue growth of expenditure on the 1mblic 
service. 

(v) Taking action on the reports of the Audit DepQirtment. 
(vi) Advising departments responsible for the collection of reven:.1e 

regarding tlre progress of c~Jection and tbe method~ of 
collection employed. • 

(vii) Controlling the delegations of tfinanc!al powers by the local 
Government and the subordinate authorities. • • 480. In regard to item (i) of paragraph 429, th~ Finance Depart~nt 

has to see that proposals for the utilisation of the Famine :Relief Fund 
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and borr<Jwed :di.oney fall within the objects on which they may be 
spent under the rules, while the Audit Department has to satisfy itself 
by its e..x post facto scrutiny of the expenditure that such funds are 
adu'llly spent only on authorised objectR,J and that if loans have been 
spent on unproductive objects sinking f~ds have been created under 
the Local GoverDp1.enl (l!.orrowing) Rules. 

/ 431. In respect of itepi. (ii) of paragraph 429, the Finance Department 
frames, in consultation with the Audit De,Partment, rules to secure.proper 
financial control, and the latter dep'.i.rtment has tosee that the rule11 
are so framed as to satisfy the requirements of audit and do not impair 
the.,efficiency of audit. As regards accounts the Auditor General~e.r
@.D:!'l~ the .form in which officers rendering accounts to the Indian Audit 
ITepe.rtment shall render such accounts, and in which the initial accounts. 
from which the accounts so rendered are compiled or onwhich they are 
based, shall be maintained. Where these accounts do not bring out 
any particular information which may be required by the local Gov
ernment for its own specia~ purposes, it rests with the Finance 
Department to arrange for the maintenance of suitable pro j<YTm<i or 
-other accounts. In such matters it will no doubt fidd it desirable to 
obtain the advice of the Audit Department. Qpe branch of work in 
whic_h these duties of the Finance Department are of special import
ance is "I.ocal Funds," as these are not subject to the audit of the 
Indian Au'dit· Department, and the local Govervment is responsible for 
making its own arrangements for audit. As regards all accounts 
maintained by departments under a locaf Government the Finance 
Departm~t is responsible for satisfying itself that they are actually 
kept in ar}cordance with the prescribed rules . 

./ 432. As regards item (iii) of paragraph 429, the Fine.nee Department 
requires the assistance of the Audit Department in preparing the budget 
"91.timates and watching the progress of receipts and expenditure ; and 
the following statutory rules provide for such assistance being given by 
the Audit Department :-

"The Auditor General shall supply, or \!hall arrange that officers 
subordinate to him supply, any information required by the 
Governor-General in Council or by a local Government which 
cad be derived from the accounts maintained in the offices 
under his contrQl." 

I 

" The Auditor (jeneral shall arrange that such assistance as may 
be requ'ired •&hall .be rendered by the officers of the Indian 

1Audit Department to the Governor-General in Council, the 
local Governments and other authorities in the preparation 
of their annual budget estimates." 
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433. The a.mount of assistance rendered by Accountants General in 
relation to the budget is not uniform in all prov}hces.• The9retically, 
the Audit_ Officer should not prepare any budget estimate, except in 
respect of any grant of which he is the Controlling Officer ; but he should 
scrutinise the consolidated estimates in certain directions. In actual 
practice some provinces expect much more, one even going so far as 
to ask the Accountant General to supply the prilfted forms, to collect 
and consolidate the estimates, to fill in past actuals, •to calculate the 
provision for Home charges, to print the budget as approved by the 
local Government, and to dist~bute the allotments between the Con
trolling Officers. 

434. As regards item (iv) of paragraph 429, the Finance Department 
demands justification for new expenditure from the department which" 
proposes it and challenges the necessity for spending so much money 
to secure a given object. The functions of the Finance Member in 
this respect are, however, advisory, and the Minister or the Member 
m charge of the department concerned is not bound to accept the advice 
given by the Finance Member. But,· after the expenditure is sanc
tioned or app8frs in the accounts, the !\.udit Officer jn.veatigates the 
necessity for it through the proceedings and other papers leading to its 
sanction; and, il he considers the expenditure to be extravagant, he is 
in a position to challenge it and bring the irregular expenditure of public 
money to the notice of the Public Accounts Committee and the legis
lature through his Audit Report. Thus the Finance Department and 
the Audit D~artment Ci.ave analogous functions fD. regard to new ex
~.i..ture-the former advises before action is taken and the latter 
scrutinises the action ta.ken either on receipt of the sanction or when 
the expenditure appears in the accoun.~ 

435. In regard to the ~blic service in particular, the Audit Depart
ment canducts a scale cheek and apprises the Finance Department of 
any vartilion in the scale fixed for the service or establishment that 
requires the sanction Ofii"'1pgher authority. The Audit Department le 
al.so required to • .a,dyiae, if necessary, on the question whether the sanc
tion of the Secretary of State in Council, or of the Governor-General in 
Council, is or is not required to the addition of a permanent "r temporary 
post to the public service! 
' 438. IS to item (v) of paragraph 429, the Finance Depart.'mec.t,-an 
receipt of a report from the Audit Officer to the effect that ex11etulitUM 
for which there is no sufficient sanction is being incurred., may require 
the department concerned to take steps tophtain the ncce88ary sanC"Ciion 
or to stop the unauthorised expenditure. WJ:ere, however, the local 
Government is unable to accept any audit deciaion•given by the local 
Audit Officer, provision exists in the Aufiito~ General's rules that, on 
reference being made to him, the Auditor General shall 1•eJiew such 
audit decision and if he thinks fit overrule it. •• 
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437. The functions of the Finance Department under item (v) also 
include the duly (eiplained in detail in Chapter 21) of laying before 
the Public ~c~o),mt!..Pommitt,ee the Appropriation Accoun.Y and the 
R~o~ii~..AE.<Ji~ Otlicci: thereon, bringing to its notice all una.uthor
iSea'cx!>enditure as well as financial irregularities . 
. / ·13s.~11 regard to, item (vi) of paragraph 429, the Audit De11artment 
h~s ·to aacert.ain that Adeq,µate regulations and procedure have been 
framed by the }'inance Department to secure an effective check on the 
assessment, collection ood proper allocation of revenu~, and to satisfy 
itself that any such regulations an~. procedure are being duly carried 
out. It also suggests improvements iu tho 11rocedure for collection, and 
for the internal check applied thereto. 

; 
1439. In respect of item (vii) of i1aragraph 429, above, the Finance 

Department examines the pl'Oposals for delegations of powers to ensure 
that such delegations are necessary for the convenient and efficient 
despatch of public business. After the orders for delegations are sanc
tioned, the Audit Officer has u.lso to satisfy himself in all important 
matters of delegation that t~ey are not likely to impair seriously the 
efficienoy ol the conduct of public business. ) For instante, the principle 
of authorising disbursing officers themselves' to sanction special charges 
may .be carried too far or extended to cases in which obviously some 
sort of control by higher authority is advisable. If such cases are im
portant, the Audit Officer should make a suitable representation to the 
Finauue Department,. and thus give the latter the opportunity of review
ing or reconsidering the order as the case may be. 

v 440. Co-operation between the Audit Department and the Finance 
Departmunt is also necessary in the following matters in which it is 
pl'esuribed in the 'i'reasury Orders that the concurrence of the Auditor 
General should be obtained:-

(a) 'l'he maintenance or otherwise of a treaswy in every dis
trict under the charge of a Treasury Officer. 

lb) The procedure for the payment of money into, and with
drawal of money from1 the treasury . 

../ 441. {Jo-operation lx,>tween the Audit Ojici"f' \ind t~e Finance Depart
mi:m.-It will be realised that, though the Audit Of!icer may and 
'does have to ,act as the critic of the operations of the Fmance Depart
fnent, the objective of both au~orities is in c:fiec~ the.same, ~amely the 
safeguarding of economy, .. qffi.c1ent:y and ~rnpr1ety m pubhc ~ce. 
The desired result can•·~herefore be best attamed by the establishment 
of mutual underst8ndin.g and_ co-operation. 
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CHAPTER 23. 

Relation between the Auditor General and the Auditor of tlae Indian 
Home Accounts. 

442. Position of the Auditor General in lndia.-Under Rule 9 (ii) of 
the Auditor General's Rules, the Auditor General is responsible for 
the audit of expenditure in India from the revenues of India, and 
under Rule 2 (d) of these Rules the Indian Audit Department, that is 
to say, the officera and establishments subordinate to the Auditor 
General, is employed upon the compilation and audit of accounls of 
Government transactions in India, the latter duty including the audit 
of those receipts of revenue and stores and stock the audit of which 
has, under Rule 12 of the Auditor General's Uules, been entrusted to 
the Auditor General by the Governor-General in Council. The Audit 
Department is, therefore, responsible for the audit of Government 
transactions ti.rising in India, and under Rulo 9 (i) of the Auditor 
General's Rule& the Auditor General is the final audit authority in 
India. 

443. Position of the Auditor of the Indian Home Accounts.-1'he 
administration of that portion of the transactions of the Government 
-0f India, (including transactions of both the Oentral and Provincial 
Governments) which •arises in the United Kingdom, rests with the 
Secretary of State and the High Commissioner for India. The 
compilation of tho accounts of such transactions, which are maintained 
.in)he name of the Secretary of State in Council, is performed by the 
a.ccou~ting authorities in England ; and, for the audit of these accounts, 
Section 27 of the Government of India Act empowers His Majesty to 
appoint an auditor and requires that auditor to " examine and audit 
.the accounts of the receipt, expenditure and disposal in the United Ki.ag
dom of all money, stores and property applicable for tho purposes of 
the .,Act." That Section further requires the auditor tc, bring specially 
.to the notice of~the Secretary of State in Council " cases (il any) in which 
.it appears to him that ·any money arising out of the revenlJ&S of fodia 
hu.s been appropriated to purposes other than those to whi\}h th.,,-·n:.-~ 
.applicable " and to "lay all his reports before both IJ..ouses vf Parlia
·ment." 

444. Thus the duty "of auditing tranfaCtions of the Government of 
India is, under the Statute, divided between •the Auditor GC!leral in 
India and the Auditor of the Indian ~me ~~couhts, the former being 
responsible for those transactions which arise W. India and 4ihe latte. for 
lthose arising in the Unit.cd Kingdom. 



142 

445-448] " THE AUDITOB GENERAL A.ND THE AUDITOR [CHAP. 23. 
OF THE INDIAN HOME ACCOUNTS • 

• 446. Genesis of aP.pointment of Auditor j<ll' Indian Hmti.e Accounts. 
-The first pro'vision for the appointment of the Auditor of the. 
Indian Home Accounts a i ·peared in the Government of If:dia Act,. 
1858. Its main object was to provide an independent authority 
which should scrutinise on behalf . of Parliament the exercise by the 
Secretary of State in Council of the powers entrusted to him by the Act. 
At that time the $ecre'tary o( State in Council was, under Sections 2· 
and 21 of the Act, the supreme authority in respect of expenditure 
from the revenues of India. He delegated certain powers to authorities. 
in India, and watched their exercisit of those powers through th& 
agency of the Comptroller and Auditor General in India, who was 
appointed by the Secretary of State but worked in direct subordina
tton•to the Government of India. Thus the Secretary of State, as the· 
ultimate spenG.ing authority, watched, with the aid of the Comptroller 
and Auditor General in India, the expenditure of the authorities to 
whom he had delegated power ; while he answered for his own outlay 
to Parliament, which derived its information from the report of the 
Auditor of the Indian Home Accounts appointed for the purpose. 

446. Anomalies created by tlie Rej<mns of 1919.-In de6.ling with the 
Reforms Scheme, before its introduction, the position CJf the Auditor 
of the Indian Home Accounts did not come under consideration ; and 
the arrangements under which two auditors, quite independent of 
ea.ch other and remaining responsible to two different authorities,. 
carry on the audit of transactions of the Government of India have 
resulted in certain constitutional anomalies. • 

447. For example, with the reformed constitution, the position as 
regards expenditure underwent considerable change. In the first place, 
the ultimate power of sanctioning expenditure in respect of provincial 
transferred subjects passed from the Secretary of State in Cou11cil to 
local Governments in India. Secondly, specific provision of funds is 
now necessary before expenditure can be incurred, and in many cases 
su"t!h provision must necessarily, as explained in Chapter 15, take the 
shape of a vote by a Legislative body in India. Thus a considerable 
portion of the outlay of the Secretary of State himself is financed from 
funds so voted, while the Secretary of State is rrsponsible for the appli
cation of such funds to an authority other than that which voted them ;. 
8.ncr&n even more anomalous position arose on the creation of the High 
COmmissioner fer India, who spends, as the a.gent both of the central 
and of the provincial Governments, monies partly voted by their res
pective legislatures, and pa.rllj~ in respect of non-voted items, allotted. 
by the executive Governfuents. • • 

448. Section 27 of the ~Govtirnment of India Act is so worded that, 
on the creatfon of the High Commissioner, his accounts became auto

. matically s'ubject to t.he audit of the Auditor of the Indian Home· 
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Accounts• and the latter is required to lay ltis reports upon those 
accounts 6efore both Houses of Parliament. It is inconsistent with the 
constitutional position of tho High Commissioner, who acts as an agent 
of the Government of India and of the various local Governments, that 
his accounts should be separately submitted di~ct w Parliament, rather 
than its a pa.rt of the accounts of the Government of :ftldia as a whole. 
On the other hand, there is no provision in the Act for the submission 
to the legislatures in [ndia of the report upon the accounts of the High 
CommiRSionor, although the ex.'per«lituro which they represent has been 
sanctioned either by the executive authorities in India or by the High 
Commissioner himself in virtue of powers delegated by those authoritjes:
while a large part of the funds to cover the expenditure has been voted 
by the legislatures. 

449. Again, the High Commissioner for India acts under the direct 
instructions of the Government of India. and the local Governments. 
HiR financial transactions are governed entirely by those instructions 
and by such compilations as the Civil Serv~e Regulations a.nd the Funda
mental Rules. • 'rhe great majority of such rules and orders have to 
be followed by subordinate authorities in India as well as by the High 
Commissioner. The transactions of the former come under the audit 
of the Auditor General in India., and it is essential that the officers res
ponsible for the audit in the two countries should interpret the rules 
and orders in the sa.m~ way. Thero is specific provision both in the 
Civil Service Rcigulations and in the Fundamental Rules that the final 
authority for the interpretation of these rules vests in the Government 
of India; and that authority is in actual practice exercised in· direct 
consultation with the Auditor General, who circulates the interpreta
tions so given as " Audit Instructions." In the abstract, as matters 
mow stand, it is conceivable that a Government servant while on leave 
in England might obtain a different audit interpretation from tha.t 
current in India, in regard to his conditions of service. _. 

450. Arrangements made to cover the anomalies.-In practice con
ventional arrangements have been made to meet the more important 
difficulties pointed out •above. The Auditor of the Indii.m Home 
Accounts submits to the Government of India all his report'i, whi'!h1 

together with the accounts to which they pertain, are in turn laid 
before the legislature in India and scrutinised by the Puolic Accounts 
Committee. The Hom~ Accounts preua'r.0d in Englalld are s.Iso 
incorporated in the Appropriation Accounts prf>t1ared by the author
ities in India in order to show the collective resp.Its ~f all the transac· 
tions of a particular Government or Depattmel!t of the Central Govern
ment in a single document. The Auditor also consults t'14£ Auditor 
General in India as to the interpretation of rules which have ro fie applied 
both in the office of the High Commissioner and in the offices ~n Indi&. 
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PART IV. 

The Machinery and Special Proce.sses of Audit. 

CHAPTER 24. 

Office Arrangements and Procedure. 

451. A."angements for conduct of work.-The constitution of Audit 
Offices and the distribution of audit and accounting duties between 
them have been discussed in Chapter 5. The arrangements for the 
conduct of work within these offices are briefly indicated in this Chapter. 

452. Arrangement.Yin the Civil A.uditO.ffices.-In a Civil .Accountant 
General's office, (including the office of, the Comptroller, .Assam,) the 
actual_'audit, ilccounting, correspondence and other work is distributed 
between .. a numller of different sections in accordance with the nature of 
the work concerned. The inward correspondence, accounts, vouchers, 
and other receipts of an office a.re sorted in a Routine Section and dis
tributed to the Sections whose duty it will be to deal with them. 

453. The treasury accounts are distributed t6 the Treasury .Audit 
Group of Sections, which are responsible for their audit and primary 
compilation. For the sake of convenience, however, the consolidation 
of the treasury figures under Debt and Remittance heads is made in the 
Compilation Seetion, while some special classes of vouchers, such as those 
relating to Gazetted Officers, Deposits, etc., are made over to separate 
sections, which are constituted to deal with the audit of such classes of 
vouchers and with the connected correspondence and other incidental 
work. Such vouchers after audit are returned by the special sections to 
the Treasury .Audit Sections. 

454. In the Treasury .Audi( Sections one " district o.udit,or " is res
ponsible for the adjustmtlnt of the entire treasury accounts of.a district 
and also for the audit of these accounts, with the exception of deport· 
mental receipts and payments. The audit of these departmental receirts 
and payments and their adjustment under proper heads o~ BCcounts, •nd 
also the consolidation of the departmentalj.sures, are entrusted to c!erb 
known as the u departmental auditors.' • 

455. .After auditing the departmental schedules Ind all the vouchers 
relating to them, and recording the tran~actions in the auiit registers, 
where necessary, the departmental auditors compile the departmental 
accounts from these schedules and vouchers, and fl:tim those received lllack 
after audit. from the separate settions mentioned in paragrapll 453 ; 
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while the district auditor classifies under the proper heads of account the 
figures relating to debt and remittance heads from the IJist of Payments 
.and the Cash Account, after they, together with the relevant'vouchers, 
have been audited. Some transactions under Debt and Remittance 
heads also appear in the departmental accounts, and opportunity is 
taken at this sta~e to traufer those figures from the departmental account 
to the district classified accounts, which are then passed on to the Com
pilation Section for the consolidation of the district figures. under the 
Debt and Remittance heads. 

Nou.-In 1ome CaBeB audit i1 conducted after compilation (aee paragraph 101). 

c\58. In many offices a Pre-audit Payment Section deals with the hills 
11a.yable at Headquarters which are usually audited before payment by 
the Audit Sections concerned. The paid bills are then sent to the Trea
ilnry Audit Department with schedules, and are handled there in the 
-same way as a treasury account. 

457. Officers of the Public Works Department, who make payment 
-0f bills direct for work done, s¥.bmit their monthly accounts to the audit 
-0ffi.ces. These are received and audited in the Works' Audit Section 
.and are then passed on to the Compilation Section. Sim'ilarly, for Forest 
.and some other departmental transactions, classified accounts are render
.ed to the Accountant; General's office, which, after audit, are passed on to 
the Compilation Section, which compiles those departmental accounts. 

468. From the compilation thus separ~tely ,made by the Treasury 
Audit group of sections for each department, or for each major head of 
.account not relating to any particular department, (such as pensions), 
.and by th& .Compilation Section for certain depaTtmental accounts and 
Debt and Remittance transactions, the final compilation for the whole 
.circle of accounts is prepared in the Book Section, which also nrepares 
the Journal and Ledger (see Chapter 40). 

.... 469. In addition to the sections mentioned above, there is a separate 
'Section for conducting Higher Audit, o. Section for dealing with the 
Exchange Accounts, and one for dealing with the Budget and for conduct
ing Appropriation Audit. Some offices have a separate Report Section 
:which p~ares the Executive Report (unle!llP and until it is disconti-
"mu~ and the Report on the Appropriation Accounts. 

• NoTB.-The procedure described above differ& in certain details in the o&&e of the 
.oftioea of the .Aooountant Gennal, Central Revenuea, the .Audit Officer, Indian Store1 
Department, and the .Audit Officer, Lloyd B&1T&ge and Canals Conatruotion. 

' • I 

460. The arrangem911.t for the conduct of audit work by the office 
-0f the Director of .!tudit., United Provinces, and the arrangement for the 
WQtk cond\\Cted by the 'Exa.ihiner of Government Press Accounts and 
the Exaininer of Customs Accounts will be described in Chapter 36. 

\61 • .Avangement 'in the Posts and Tekgraphs A.udit O.Jfices.-In Posts 
.and 'hlegrapbs Audit Offices the arrangement for the_ condpct of audit 
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and accounting work follow"' muta&is mutandis, the lines described in 
paragraphs 452 to 459 above. For detailed information, the special 
Manuals of Procedure for those offices, issued under the authority of 
the Audit&r General, may be consulted. 

462. Arrangement in other Audit O.ffices.-The work done by the 
Railway, Military and Commercial Audit Offices is ditlerently organized 
to suit $.e requirements of their work, which tonstit11tes a test audit 
of the work done by the departmental officers. For the actual arrange
ment of work conducted by these Audit Offices the respective Office 
Manuals may be consulted. 

463. Auditor GeneraZ's lnspections.-The work of all combined Audit. 
and Account offices, and of the office of the Director of Audit, Un~d· 
Provinces, is inspected on behalf of the Auditor General by his two Deputy 
Auditors General (Inspection). In respect of other offices, the responsi
bility for inspection rests on the controlling heads of those offices. 

464. The object of the inspection is to enable the Auditor General t;o. 
satisfy himself that the Audit Officers are properly carrying out their 
duties in accordfnce with the general prin<,"iples and the rules prescribed, 
that the audit is conducted with reference to the canons of financial pro
p1 iety, and that t'h.e Audit Officers recognise their responsibility for look
ing into l he manner in which the various executive officers undertake 

--their more important financial duties. 

465. D'!fl!M'tmentaZ control.-:['~e heads ~f Audit ai1d Accounts Offices 
do not addre~ the Auditor General...tlirect in connectiOll. with audit and 
account ma.tter~but communicate wit'b-ili:e Cont{.oller.gf Civil Accounts, 
the Accountant G~ral,.Posts :i.nd Telegrap~ or the DU'ector of Railway, 
Army, or Commerc11:W. Audit, as the case may. be, who, if n·:oessary, 
take the ordera of the Auditor General on the questions raised. See 
Chapter '5. 

466. A half-yea'"il.y report that the work is up to date, together witl.. 
a short description of, and explanation for, any arrears existing on the 
last day of the half-year to which the report relates, is submitted by the. 
head of each Audit Office through its controlling head to tht. Auditor 
Gen ex al. 

467. Audit and Account procedure.-The work in connection with lihd 

audit and compilation of accounts is conducted in accord,nce with ihe· 
rules of procedure laid down by the Auditor General in the various Codes 
iMued by him under his staJ;utory authority., All instructions of more o.r 
lass universal application for permanent observan~ in the Audit Offices 
are 188Ued as corrections to those Codes, while in ot1ler Ckses general lettera. 
are issued. All rules and orders of a local cJ:arac\er relevant 1il'Jthe duties 
to be performed by an _Audit Office are incorporated in the ManUAla of the. 
office concerned. 



148 
' 

468] OFFICE ARRANGEMENTS AND PROCEDURE. [CHAP. 24. 

468. Correspontlmce.-Correspondence pulks so largely in the work 
-of an Audit Oflfoe t\!at a few hints on this subject may be not without 
value:-

(i) The advice given in paragraph 376 may be reitef:a.ted that 
correspondence regarding objections must be courteous and 
impersonal. 

(ii) Careful attebti&n should be paid, in drafting, to the arrangement 
of th~ subject matter~nd of the arguments employed, and also 
to points of grammar, idiom, style, and punctuation. 

(iii) Reminders must be issued at regular intervals if answers are 
not received in due course. This must not be treated, how· 
ever, merely as routine work. If reasonable time is allowed 
for a reply, the receipt of a. reminder is a reflection upon the 
working of an office, and, if two or three remindm.·s fail to 
elicit a reply, it may be presumed that there is something 
wrong in the office at fault. The head of that office should 
then be addressed pdrsonally, and, if that action f~ils to elicit 
a reply, the matter should be reported personally to that 
officer's immediat~ official superior. 

(iv) In the same way, it is not sufficient merely to r~peat in successive 
statements of items placed under objection the items of 
Works expenditure which have to be placed under objection 
for want of an estimate or for some other reason. As soon as 
the delay .becomes so serious as to raise a presumption that it 
is due to defective work in the depart.mental office the matter 
should be reported by special letter to the departmental head 
of the office or other higher authority. 
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CHAPTER 25. ,, 
The Codes and Regulations used in Audit Offices. 

469. Evolution of Statutory Rules.-It has already been explained that 
the Government of India Act did not, prior to the Y,ear 1919, contain any 
recognition of the local Government. '.L'he aut1iorities3that were recog
ui;ed by the Statute were the Houses of Pa1liament, the Secretary of State 
in Council, the Secretary of State, the Governor General in Council and 
the Governor in Council. The.majn alteration that has taken place in 
the Act of 1919 has been the statutory recognition of a new authority
the local Government. All the orders which will be binding in future 
upon this new statutory authority and the officers subordinate to ~hat 
authority must arise out of the statute itself. So far as financial matters 
are concerned, the rules were previously < ontained in the old Civil 
Account Code, Public Works Department Code, Civil Service Regula
tions, Forest and other Codes, and in the Audit Resolutions. But 
these were in the nature of collections of executive orders issued by 
the Secretary ~£ State and the higher adthorities in India, and had no 
statutory authority whatever behind them. Under the Reforms of 
1919, it was necessary to evolve rules which should have this authority ; 
and the new sections added to the Act provide for the issue of the 
several new rules that have since come into existence. 

470. New Statutory Rules issued undeT the Act of 1919.-The sections 
of the Act from which the more important of the new financial rules ori
ginate, the nature of the new rules, and the authorities which may sanction 
these rules, are indicated briefly below :-

(i) Section 19-A enables rules to be framed whereby the Secretary 
of State divests himself of his responsibility for transferred 
subjects. These rules have been issued by the Secretary of 
State in Council, with the approval of both Houses of 
Parliament. · 

(ii) The proviso to Section 21 gives the Secretary of State in Council 
the authority in pursuance of which those of the rules in
cluded in the~ Books of Financial Powers which define the 
financial powers of the Governor General in Counci~·in re2ard 
to Central subjects and of the Governor in Council in regard 
to Provincial (Reserved) subjects have been i&"Sued. 

(iii) Under Sections 45-A and 129-A, the Devolution Rules, pre
scribing the ciassification of su"bjecta.~ the financial arrange
ments in a Province, etc., have been)ssupd by the Governor 
General in Council, with the,sanl7tion of the Secretary of 
State in Council and with the approval of bota .Houses" of 
1'11.rliament. 
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(iv) Under.Sect-Jon 96-B of the Act, the following rules have been, 

or will be, issued by the Secretary of State in Council :-
(a) the Civil Services (Classification, Control and" Appeal) 

Rules; 
(b) the Fundamental Rules ; · 
(c) the ~upelioP Civil Services Rules ; and 
(d) the Pension Rules. • . 

(v) Under Seotiou 96-Q, the Public Service Commission (Functions) 
Rules have been framed br the Secretary of State in Council 
prescribing the functions of the Commission in regard to the 
recruitment and control of the Public Services in India. 

(vi) Under Section 96-D (1) of the Act, the Secretary of State in 
Council has framed the Auditor General's Rules which make 
provision for the pay, powers and duties, etc., of the Auditor 
General in India. 

(vii) Under Section 104 of the Act, the Secretary of State in Council 
has framed the Hig.h Court Judges' Rules, fixing the salaries, 
allowances, furloughs, etc., of the Chief Justices and other 
Judges of the several High Courts. • 

471. Subsidiary Rules.-Some of the rules mentioned above provide 
for the framing of subsidiary rules by other authorities. Thus-

(a) Three sets of,,rules emerge from the Devolution Rules-
(i) Under rule 16 of the Devolutio!i Rules, the Treasury 

Orders, laying down the general system of treasury 
control, procedure for the payment of money into and 
the withdrawal of money from the public account, etc., 
have been issued by the Governor General in Council with 
the previous sanction of the Secretary of State in Council. 

(ii) Under rule 37 (e) of the Devolution Rules, the various 
Financial Rules, laying down the procedure for dealing 
with Government transactions and for the maintenance of 
suitable accounts by Departments, have been or are 
being issued by the Finance Department of each local 
Government. • 

(iii) Rule 46 of the Devolution Rules enables the Governor 
General in Council to issue what are called the Agency 
Rules, inasmuch as the relations between the Governor 
General in Council and the .local Government in its 
adminatration of a Central Subject are that of a Principal 
and an Agent, and the relations between a Principal and 
an Agent nechssarily connote the right of a Principal 
to issue orders to the Agent as to the manner in which 
the la.tter shall perform these duties. 
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(b) Tqe Civil Services (Cla.s<Jification Control and Appeal) Rules 

authorise the framing of the several rules by the authorities 
in India. (See paragraph 305). 

(c) The Fundamental Rules* provide for the framing of several rules 
by different authorities in India. Tnus for ~xa.mple :-

(i) Under rule 44 of these Rules the Central and each l<>cal Govern
ment have made rules prescribing the conditions under 
which travelling nd other compensatory allowancrs may 
be granted to Government servants and others. 

(ii) Under rule 74 of the Fundamental Rules the leave proced11re 
rules have been issued by the C":r0vernor General in Council, 
local Governments, and the Auditor General. 

(d) The Auditor Genera.l's Rules enable the Auditor General to 
issue (I) what are called the Audit Instructions, and the 
Audit and Account Codes ; and (2) in his capacity as the 
administrative head of the Indio.n Audit Department, rules 
governing the administration of the Department . . 

472. Cl.assification of the Rules.-All these rules, except those mention
ed at item (d) in the preceding paragraph, may be broadly divided into 
three classes :-

(A) those relating to financial administration ; 
(B) those regulating pay and allowances, conditions of service, etc., 

of Government servants and others performing Government 
duties ; n.nd 

(C) those relating to the procedure for dealing with Government 
transactions. 

473. The rules mentioned against items (i), (ii), "(iii), (v) and (vi) of 
paragraph 470 above fall under class (A); items (iv) (b), (c) and (d), and 
(vii) of the same paragraph and items (b) and (c) of paragraph 471 above 
fall under class (B) ; item (iv) (a) of paragraph 470 falls partly under 
(A) and partly under (B)\; and items (a) and (e) of paragraph 471 fall 
under Class (C). 

474. Scope of the .A.udit and Account Rules issued by the ~wlitor Gelie
raZ.-The Audit and Account rules mentioned at item (d) of paragraph 
471 above, besides prescribjng the conduct ~f business in a.n Audit Office, 
indicate how the several rules mentioned above are l;o be applied in audit, 
and also lay down the procedure for the ma!ntennnce-of the accounts of 
Government transactions in India both in" the .. combined 4udit and 
----- -- -

• NoTB.-The preaent Fundamental Rulea will, however, sUortly becoml!. obsolete, 88 
explained later in this Chapter, 
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Account Offices under the Auditor General, and also at treasuries and 
in departmental offices. 1 

475. Relation of tlie oUl Codes to tke new Rules.-It is desirable to give 
at this point a brief account of the manner in which the old Codes have 
been or a.re bcip.g t¥ea<.ed, in order to indiC'ate bow the rules in these 
Codes themselves, or in the new compilations '\\hich are replacing them, 
emanate from the Act of 1919, or from the Rules made thereunder. 

476. As regards the Civil Service Regulations, the original intention 
was that the substantive rules conta~ned therein should be replaced by a. 
set of Fundamental Rules and by the High Court JudgPs' Rules which 

' have already been issued, and by the Pension Rules which will be issued 
by the Secretary of State in Council. The procedure rules of the Civil 
Se1vice Regulations now find a place in the leave procedure rules, or will 
find a place in the pension procedure rules. Those rules in the Civil 
Service Regulations which are in the nature of audit instructions have 
come into the Manual of Audit Instructions issur<l under rule 9 of the 
AuclitOil" General's Rules. 

I 

477. In regard to the substantive rules in the Civil S~rvice Regulations, 
the position has since undergone a considerable change. In 1924, certain 
Statutory Rules and Orders (subsequently described as the Superior 
Civil Services Rules) were issued by the Secretary of State in Council, 
prescribing the ro.tep of basic pay, overseas pay, pension, etc., of the 
members of certain Superior Civil Services aw special posts. In the 
same year, the Civil Services (Governors' Provinces) Classification Rules, 
were issued by the Secretary of State in Council regulating the classifica
tion and OQntrol of the Civil Services in India, and the conditions govern
ing appeals made by them. In 1926, the Civil Services (Governors' Pro
vinces) Delegation Rules were issued by that authority delegating to the 
local Governments of Governors' Provinces the i.ower to make rules 

-regulating the method of recruitment to, and conditions of service, pay, 
allowances, etc., of Provincial and subordinate Services and of officers 
holding special post~ under the locl! l Governments. In superscssion of 
these sets of Rules, the new Civil Services (Classification Control and 
Appeal).Rulcs now authorise the issue of different sets of Rules by each 
l<Jeal Government and by the Governor General in Council prescribing the 
i:onditions of.service, pay, allowances, pension, etc., of difierent Services 
as classified in those Rules; while reserving to the Secretary of State in 
Council the right to frame ;ules in respect oJ particular Services. The 
different sets of rule~will now be issued by the respective authorities, 
while the Fundamanta'l Rules and the Superior Civil Services Rules will 
Q,udergo a.radical chang~ so Its to contain those rules only which are issu
able by J;he Secretary of State in Council. 

• 478. Under rule E of the Fundamental Rules as they now stand, these 
rulcfl are not applicable to the civil !'ersonnel in the Military Department. 
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In the absence of specific orders to the contrary, the.sub:ltantive rules in 
the Civil ~ervice Regulations which were applicable to that personnel 
before the Reforms still continue to be applicable. 

479. On the introduction in 1922 of the present Fundamental Rules, 
the existing incumbents, to whom these rules would ordinarily apply 
generally, were given the option of electing the lea\"e rulGs contained in 
the Civil Service Regulations. The leave rules in the Ci~il Service Regu
lations are, therefore, still applicable to the comparatively few members 
of the Civil Services who elected to remain under those rules. 

• • 
480. The pension rules issuable under Section 96-B have not yet been 

issued, and in the meantime the pension rules in the Civil Service Re!!U
lo.tions have remaint>d in force. 

481. As regards the old Volume I of the Civil Account Code (7th 
edition), this has now been replaced by a number of different Codes and 
Rules. Thus Volumes I and II of the eighth edition of that Code, and 
the Forest Account Code, deal with the maintenance of accounts, and 
the procedure to be followed by officers .dealing with treasuries, and 
by Treasury Officers. Some of the old rules now find a place in the 
Treasury Orders ha.med under Rule 16 of the Devolution Rules; some 
are rules of account which have to be issued by the Auditor General ; 
and some find a place in the subsidiary rules which local Governments 
have to issue under the Treasury Orders; while the rest are financial 
rules which local Governments have to issue under Rule 37 (e) of the 
Devolution Rules, and tfuder the Book of Financial Powers. From the 
old Civil Account Code also emanates the Resource Manual issued by the 
Government of India, which contains the rules of procedure to be followed 
at treasuries in connection with the movement of funds, the custody and 
remittance of treasure and the supply of currency to the public. In 
certain ii:iatters with which that Manual deals, the local Governments 
mn.y now also iBBue rules under the Treasury Orders. 

482. The old Volume II (7th edition) of the Civil AcLllllt Code has 
now been replaced by the Audit Code and the Account Code which have 
been issued by the Auditor General under his statutory authority to frame 
rules in audit and accollllt matters. 

483. In regard to the Public Works Department Code, the old Volumoo 
oflthe Code (edition of 1908) have been split up, a.nd the administrative 
Code (Public Works Department Code, 10th edition) was issued some time 
ago. The account rules have been separa'6d and incorporat.ed in the 
new Codes issued by the Auditor General, namt!l.y the Public Works 
Account Code, the Audit Code and the iccoW1t CMe. Most of the 
rules in the Public Works Account Code are aoc~unts rules wl.t.ch can be 
issued by the Auditor General, some can be issued as subsid&ry rules 
under the Treasury Orders, and others have to b~ issued as Finaneial 
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Rules by local Governments under Rule 37 (e) of the Devolution Rules. 
The rules in the Public Works Department Code (10th editioµ.) and the 
Forest Department Code consist of administrative rules, rules which may 
be issued as financial rules under rule 37 (e) of the Devolution Rules, and 
delegations of expenditure powers,. and possibly also subsidiary rules 
which may be issue&. under the Treasury Orders. . 

484. Rules issuabk by t~ local Government.-It will be seen from 
paragraphs 481 and 483 above thu.t the rules which the local Government 
can now issue under the Treasury Orders, under rule 37 (e) of the Devo
lution Rules and under the Book of' Fmancial Powers, are scattered in 
several Codes, namely, the Civil Account Code, Volumes I and II (Eighth 
-Edjtion), the Forest Account Code, and the Public Works Account Code, 
issued by the authority of the Auditor General, and the Public Works 
Department Code (Tenth Edition), the Forest Department Code, and the 
Resource Manual, issued by the authority of the Government of India. 
Ju so far as the new rules, whi<ih the local Governments are to issue under 
the Treasury Orders, rule 37 (e) of the Devolution Rules, and under the 
Book of Financial Powers, ha..-e already been issued, the rules contained 
in these Codes are no longer applicable to the transactions of the local 
Government of a Governor's Province. In cases where they have not 
yet been issued, they will eventually have to be issued by each local 
Government, and in the meantime the rules contained in the old Codes, 
with the approval of the local Government, apply mutatis mutandis t<> 
the transactions of tltat Government. 

485. Rules issuable by the Guoemor General in Counoi.l.-AB stated in 
paragraph 336 the Treasury Orders have no statutory authority in their 

. applicatiQn to Central transactions, while the functions described in rule 
37 (e) of the Devolution Rules are merely those of the Finance Depart
ment of a local Government of a Governor's Province. The Government 
of India have issued orders that, in their application to Central transac

·aions, the Treasury Orders are to be regarded as executive orders issued 
by the Governor General in Council ; but there is no statutory rule, 
corresponding with rule 37 (e) of the Devolution Rules, prescribing the 
financial business to be conducted on behalf of the Government of India. 
It is, however, obvious that financial rules applicable to Central transac
tioe.s, corresponding with those issued by the local Governments under 
Pevolution Rule 37 (e), have to be issued by the Government of India. 
The Governor' General in Council has accordingly issued orders that the 
rules contained in the Civil A~count Code, Volumes I and II (Eighth Edi
tion), should be consi~3red as describing primarily the procedure to be 
followed (i) by Go'"'ern11lent servants in paying into treasuries (or into 
a~y branc4 of the Imperial Bank of India) moneys not derived from 
sources of provincial revenue and by treasuries in receiving such money• 
and granting receipt'I for them, and (ii) by Government servants in 
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withdrawjng funds from the public account for expenditure upon Central 
subjects; and that they describe also (a) the financial rules of the Central 
Government pertaining to subjects discussed in that Code and (b) the 
orders issued by the Governor General in Council as Agency Rules to the 
local Governments. In the absence of any iml\lr the relevant rules 
contained in the other Codes mentioned above, except the Public Works 
Department Code, are to be regarded also as rules applicable to Central 
transactions which are required to be issued by the Governor General in 
Council under the Treasury <Jrdt:\'s and under the Book of Financial 
Powers, and are to be regarded as corresponding with those to be issued 
by the local Governments under rule 37 (e) of the Devolution Ritlee.. 
As regards the Public Works Department Code, the Government of India 
have recently issued a separate publication of their own, and so far as 
the central transactions are concerned the old edition of the Public 
Works Department Code is, therefore, regarded as having been superseded 
by the new publication issued by the Government of India. 

486. Rules issuab'le by the A:uditor Gel'lhal.-The administrative rules 
as weU as most of the audit and account rules, which the Auditor General 
has to issue und~r the Auditor General's Rules, are now contained in the 
Audit Code and the Account Code. But, as has already been stated, 
many of the account rules issuable by the Auditor General for observance 
by the Treasury and Departmental Officers, are also contained in the Civil 
Account Code, Volumf.fl I and II, (Eighth Edition), the Forest Account 
Code, and the Public Works Account Code ; and, so far as these account 
rules are concerned, these Codes are binding on all authorities whether 
in dealing with Central or with Provincial transactions. No attempt has 
yet been made to extract these rules from these publications, which also 
contain the financial rules issuable by other authorities, and to compile 
them separately. In order, however, to explain how the rules contained 
in these publications will be treated individually in future, a memoranduJ'!l,,. 
relating to each publication was prepared, after consultation with the 
Government of India, showing the applicability of each of the rules 
contained therein ; and a reference to that memorandum wi!l indicate 
which of them are account rules issuable by the Auditor General and which 
are financial rules issuable by other authorities. 

487. The detailed instructions embodied in the Aucijt Code &re it>· 
tended primarily for the guidance of the Civil Audit Offices. In respect. 
of other Audit Offices, the general rules.and principles on which tlie 
instructions of this Code are based, and the order~hich define t.Jie nature 
and extent of audit to be applied to different cl&BS~ of transactions, are 
to be taken as a guide ; but in matters of d~tail the rules in thljr res~ctjve 
Codes, issued under the authority of the Auditor General, are applicable. 

488. Similarly, the instructions contained in the Account Cod~ are 
alio .intend9d primarily for the gmdance of Civil Audit o"fficeii., The 
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general rules and principles on which the instructions in thirr Code are 
based, as well as the detailed instructions relating to the Exchange 
Accounts, the Finance and Revenue Accounts, and the Review of 
Balances, apply also to other Audit and Account Offices, subject to any 
modifications authorfscd by the Auditor General in each case . • 

489. Thus, for Posts and Telegraphs Audit Offices there are separate 
sets of Codes prescribing the detailed p~ocedure to be followed in t.hose 
Offices. For Commercial and Milita\-y Audit Offices there are separate 
Manuals which deal with the detailed procedure to be followed in them. 
•At .present, owing to the recent changes consequent upon the separation 
of Accounts from Audit, there is no authorised Manual or Code prescribing 
the details of work to be done in the Railway Audit Offices. Its issue is, 
however, expected shortly. 

490. Audit lnstructions.-In paragraph 471 (d) it was stated that the 
Auditor General issues " Audit Instructions " under Rule 9 of the Auditor 
General's Itules. If the old Audit Resolutions and the new Books of 
Financial Powers are compared it will be found that some rules in the old 
have been omitted from the new publication, though from a strict audit 
point of view the omitted rules continue to be necessary. To take an 
illustration, Note 3 under Rule III (2) of the Main Audit Resolution 
contained an order to.the effect that excesses ove:i; scales might be admit
ted by Audit Officers in certain circumstances. These orders were issued 
with 0the sanction of the Secretary of State, and they will be as necessary 
in the future as they were in the past. It is therefore intended that 
the Auditor General should issue such orders separately as " Audit 
Instructions," as they are really of the nature of interpretatiol\B which 
the Auditor General is authorised to give. Such rules exist not only in 
the Audit Resolutions, but also in the Civil Service Regulations, and in 
"'other Codes such as the Public Works and Forest Department Codes. 
The intention is that these Codes should not in future contain any rules 
indicating when a reference to the Secretary of State is necessary. It is 
in accordance with this principle that Rule IV ~f th)Jain Audit Resolu
tion has keen omitted from the new Books of Financial Powers. Further, 
with regard to transferred subjects, the powers of local Governments and 
o"f the Secretaey of State are fixed in Statutory Rules, and additional 
powers such as are conferred by these rules cannot be given by the 
Secretary of State in futu:t~ under executive orders. To avoid all 
difficulty, therefore, it" has been decided that any orders which are of 
obvious necessity, "and~qad Qeen sanctioned. under the old regime by 
the Secretw.y of State, should be issued as "Audit Instructions." Be
sides the~ orders, these instructions also contain, for the guidance of 
Aufi!it Offi~ers, interp'l'etations given by competent authorities of parti
cular rules or orders in the new compilations which reqnirtt elucidation. 
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491. Qodes and Regulations in common use.-Besides the compilation 

containing the Government of India Act, 1919, and several important 
statutory rules issued thereunder, the Codes and Regulations in regular 
use in Audit Offices are :-

(1 )'Civil Service Regulations; 
(2) Fundamental Rules ; 
(3) Several sets of Supplementary Rules issued under item (2) ; 
(4) Superior Civil Services 'Rules; 
(5) Several sets of Rules which will now be issued under the Civil 

Services (Classification Control and Appeal) Rules in repkce:! 
ment of items (1), (2), (3) and (4) ; 

(6) High Court Judges' Rules ; 
(7) Civil Account Code, Volumes I and II, (Eighth Edition) ; 
(8) Public Works Account Code ; 
(9) Forest~ccount Code ; 
(10) Resourlle Manual; 
(11) Public Works Department Code (Tenth Edition); 
(12) Audit Code ; 
(13) Account Code ; .. 
(14) Treasury Orders; 
(15) Several sets of rules issued by the local Government.a under the 

Treasury Orders, under rule. 37 (e) of the Devolution Rules 
and under the Book of Financial Powers. 

Further, the Manuals issued by the Controller of the Currency are 
also required at times for reference. 

For the regulation of pay, allowances, pension, etc., of the personnel 
of the Army and Marine Departments, other than the Civil personnel, 
there are separate sets of rules and orders issued under the Army Act,. 
and a reference ~ese,will be found in Chapter 36. 



168 

:REMUNERATION OJ' GAZETTED OFFICERS AND [CHAP. 26, 
OJ' EBTABLISHM~S. 

-------.. 

CHAPTER 26. 

Remuneration of Gazetted Officers and of Establishments. 

492. Pay BiU.-A P"Y bill is the descriptive name given to the bill 
drawn for pay or leave salary of gazetted or non-gazetted Government 
servants. 

The essential points in the audit ~f snch ·bills are to check-

(a) the title of the Government servant to the remuneration drawn 
by or for him ; 

(b) in the case of Government servants whose remuneration is 
drawn for them, that they receive the remuneration to which 
they are entitled. 

REMlTNERA'l.'lON OF GAZETTED OFFICERS. 

493. Gazet,ted Officers' pay. biZls.-Each gazetted officer is permitted 
to draw his pay month by month on a separate bill. Soine non-gazetted 
Government servants, (as for example, Tehsildats, Sub-Assistant 
Surgeons, etc.), who belong to establishments fixed with reference to 
the requirements of a whole province, are also allowed to draw their pay 
ou separate bills. The form of the bill needs little description. The 
essential details are the same as those contained in the authority (called 
pay slip) iBBued to the drawer by the Audit officer. Thie is described 
ill the concluding portion of paragraph 497. 

494. 4 gazetted officer is so ca.lled because the orders intimating any 
change in his posting or status or the grant of leave to him are contained 
in the Government Gazette. 

496. Audit of Ga.zetted Officers' tpay bills.-The system of audit adopted 
-lor such bills, in order to check the title to the remuneration drawn, 
is as follows :-

All payments are recorded in an audit register in which one or two 
folios are allotted to each officer. The main features of this register are 
two sets of cages, in one of which are entered 'the emoluments to which 
the Office~ is entitled, as varied from time to ti}Ile by each order published 
ir the Government Gazette, or otherwise communicated, and in the 
other are recolded the amounts drawn by him month by month. There 
are subsidiary cages for the r~cord of :-

(a) Orders autho?.ising each alteration of emoluments. 
(b) Particu1&1'8'of the various posts held, or of any leave granted. 
(c) E:1:i>lanatione of (i) peculiar payments which would include 

any payments not immediately identifiable by reference to 
the entry i'.n the emoluments column ; and (ii) broken periods 
for which emoluments are paid at different rates.· 
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• (d) Particulars of objections raised, and their adjustpient . • 
(e) Adjustment of long term advances . .. 

496. It is apparent that the most important part of the audit is the 
record of each entry in the cages for emoluments permissible. Each 
alteration must be based on an order published in the Government 
Gazette, or otherwise communicated, and the nrlous pudit rules have 
to be applied carefully "in determining the emoluments permissible in 
accordance with the orders passed by Government. livery alteration 
of emoluments, therefore, ha~ ~o be passed by the Gazetted Officer in 
charge of the section. At the same time an intimation is sent to the 
officer concerned, and to the Officer in charge of the treasury at which he 
draws his pay, specifying the amount which he may draw in accordance' 
with that order of Government. This intimation is called a." pay slip." 

497. Increments on time seal.es of pay.-Under the Fundamental 
Rules, an incremeBt on a time sea.le of pay can be drawn as a matter of 
course, unless it is withheld by special orders or an efficiency bar HI 
reached. It has therefore become unnecessary to notify the grant of 
ordinary increments either in the Gazette or otherwise. It has also 
become possible to reduce the use of pay slips to a. minimum. The slip 
in now so worded that it remains in force for a. considerable time, aa 
in the following form :-

Mr .••••••.••••••••••••••••••••. ia informed that under order No .....•..••.•• 
dated ..... , .................. (Gazette page ...... ), he ia entitled to draw pay and 
alfowanoea at the monthly raitis shown below from the dates sf>eoified :-

Detail8 of ca~lation. 

From From !'rom From 

Substantive pay .................. . 
OBlciatiDg pay .................... . 
Overeeaapa7 •••••••••••••••••••••• 
Speoial pay ....................... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
•.•..••...•...•••.•••.....• , ...... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

TOT.LL 

The acale of pay ii .................................. •.)• ......... Increment 
aooruea ou ................................... 'I'.. evf't year, and, in the ab.ience 
of illltruotiona to the contrary, this may be drawn tW tlie stage of• ••• ._.. • ••••• Ja 
reaohed. 

• Here state the stage at which a pause or an efficiency b.,. operates. 
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498. A frcsh_slip ~ issued on the following occasions :
(i) whenever any increment is stopped; 

(ii) whenever a pause or an efficiency bar, or any other bar against 
the grant of a particular increment, is removed ; and 

(iii) whenever there is a change of any kind of emoluments, other
wise tlian 'by 11.ccrual of a.n increment in the ordinary course. 

499. Scale register.-The orders passed by Government have first to 
be checked by the Audit office in order to see that they are admissible. 
In some Provinces it is the custom for government to send the orders 
in draft to the Audit office so that they may be checked before issue. 
The main portion of this check is carried out by means of the scale register 
in which is recorded the number of posts sanctioned in ea.ch grade or 
class of the service and the officers on duty month by month in each 
grade or class. The entries in this register have to be revised when
ever an event occurs which takes an officer out of, or brings him into, 
the scales, as for instance change of post, promotion, or temporary duty, 
death, retirement, dismissal, resignation, or departure on and return 
from foreign service, other duty, or leave. In the case of Services in 
which the graded system has been abolished, a simplified scale register 
i11 used in which the total numbers of officers holding the sanctioned 
posts is revised only on the occasion of any change. 

500. Sterling overseas pay.-Under rule 4 of the Superior Oivil 
Services Rules, 1924', the concession of the payment in England of 
overseas pay in sterling is permissible (i) under clause (a) or (b)-to 
&» officer who has a non-Asiatic domicile at the date of his appoint
ment to ~ne of certain specified Services; and (ii) under clause (c)-to 
an officer· in one of certain specified Servicos who is entitled to overseas 
pay and has a wile or legitimate children elsewhere than in Asia. 
Audit has to see whether an officer is eligible to receive overseas 
yay under clause (a) or (b), and the High Oommissioner for India has 
liO see whether an officer comes under clause (c). Officers in India 
who are entitled to Sterling Overseas Pay submit their claims in 
separate bills to their respective Audit Officers, who, after audit, 
consolidate them in a monthly statement and send it to the High Oom
missioner.. The latter officer, when once authorised to make payments 
of Sterling Overseas Pay to an officer at a certain rate, continues to pay 
at-that ra.te U'ltil advised to the oontrary, and verifies the payments 
actually made against the amounts reported as due in the monthly 
statements received subseque·1tly from the Audit Officers in India, any 
short or excess paym'tiht being settled after correspondence by subse
quent payment or recovery. 

· 501. PatJs<111e Ooncessions.-Un.der rule 12 of the Superior Civil 
.Services Rules, 1924, free passages are granted (i) to any Government 
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servant who belongs to a Service or bolds substantively a permanent 
post spo1eified in Appendix (A) to schedule IV of those rules and who 
bad at the date of his appointment to such Service or post his domicile 
elsewhere than in Asia, and (ii) to any member of the Indian Civil 
Service who had at the date of his appointment.thereto his domicile 
in ARia and who is or has at any time been e~titled tio overseas pay, 
or would have been entitled had he been on the time scale. The wife 
and children of these Government servants are also entitled to similar 
concessions. The number ot free passages admissible varies in 
different cases, the maximum being four return passages. 

502. Audit maintains a separate Passage account, outside the Sov:. 
ernment Account, for each such Government servant and for each member 
of this family. These accounts are credited with the cost of the 
number of passages to which the Government servant, his wife, and his 
children, are entitled, and is debited with the cost of the passages 
actually engaged. The balance, if any, remaining at the credit of any 
person in his pr her personal passage &.'ccount after such person has 
ceased to be eligible for any benefits under the Passage Regulations, 
lapses to Govern"ment. 

503. Leave account.-For each gazetted officer a leave account is 
also kept in the Audit Office, showing the period during which the officer 
was on duty, the leave earned by him, the leava actually taken, and 
the balance at his cred1i. From the entries in the account it is possible 
to calculate the leave admissible to an officer at any given date. 

504. History of services.-Finally a history of services is maintained 
for each gazetted officer, in which are recorded his headquarters stations, 
substantive appointments, officiating appointments involving a change 
of duties, dates of alterations of appointments, grants of leave of all 
kinds, and absence without leave or in excess of leave or joining time; 
Pension calculations are based on this record. 

REMUN~RATION OF ESTABLISHMENTS. ... 
505. Pay bills of Establiskment.-The form of the pay bill of est10.b

lishment is different from that of gazetted officers. It hf,1.s columns fli 
which are entered the name of each section and of each incumbent of 
a. post, the name of each post in that secti<\11, and columns in which are 
recorded, in separate entries, the Rubstantive p&.1, additional pay for 
officiating, special pay and leave salary drawn f01• each incumbent. 
There are subsidiary columns for pay, etc., Held cfver for futuret>aymen~, 
recoveries, fin~s, fund deductions and income tax. The offic~ signing 
the bill has to record certain certificates that par previously drai.vn 
hae been disbursed and receipts tnken, that any leave gnlnte<!, was 

G 
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admissible, that'' all 11.ppointments and promotions have been recorded 
in the service books, and that an absentee statement accomp{lonies the 
bill, or that no person in superior service has been absent on other 
duty or suspension or on leave. This absentee statement is a most 
important part of the establishment bill. In it are shown the name and 
designation of ear:h abse1.tee, his pay, the other duty on which he is 
employed, or his leave salar11 as the case may be, the name, designa
tion ancl pay of the officiating Government servant and the additional 
pay permissible for officiating. 

506. Audit of pay bills of Establiskment.-The system of audit of 
1.uch bills is also different from that of gazetted officers' bills. The unit 
here is not the officer but the section of the office in which he is working. 
In the establishment register, therefore, the main columns are-

(i) Name of the section and of the posts sanctioned therein. 
(ii) The pay of each post in the section. 

(iii) The order of Government prescribing any variation in the pay 
of the section. 

(iv) Monthly columns, in which are entered the amounts drawn for 
that section month by month. 

507. This method of audit is called sectional, while the method of 
audit applied to thEt bills of gazetted officers is called nominal. In 
reality it is not strictly sectional inasmuch as · the pay sanctioned for 
ea<'h post in the section is shown separately. If the audit were purely 
sectional there would merely be a record of the number of posts in that 
l!ection 11.nd the total pay sanctioned. This variation from strict sec
tional audit is necessitated by the rule that an officer is not permitted 
to grant to any subordinate a higher pay than that fixed for the post 
""hich that subordinate is holding, so that the pay allotted to each post 
'has to be entered in the register in order that the Audit office may check 
that this rule is duly observed. To describe the actual entries which 
have to be made in the columns for amounts drawn, and the reasons 
for making each class of entry, would be to enter into an amount of 
detail wh,ich would be out of place in this Man.ial. 

. 608. The audit of pay bills of establishments the normal cost of 
which is less <than Rs. 500 has recently been relaxed to 50 per cent, 
precautions being taken to ensure that the bills of no establishment 
escape detailed audit over a t.lng period. 

' 609. Audit of WY ~Us of Establishments on time scale rates of pay.-
A time scale rate of pay lr:as nuw been sanctioned for most establishments 
and this lt~ necessitated modifications in the existing procedure of audit. 
On the conversion qf a graded establishment into one on a time-scale 
rate of par it is of vital importance, to scrutinise the calculations of the 
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initial rate of pay fixed for each Government servant ; arltl once such rates 
are fixed the increments accrue year by year almost automatically. 
Where Initial rates are dependent to any extent on service they can 
be checked only with the service books which are all in the districts, 
This work can therefore be best done at local im1pections. Where such 
inspections are not possible the service booki s!rnuld be requisitioned 
by the Audit office for the purpose of the necessary chrick. 

510. The following procedure has been laid down, for the present, 
for auditing the pay bills of establishments on time-scale of pay :-

(i) Such establishments f;ll ~nder two groups,-(i) those for which 
an establishment return is furnished annually by the Heap. 
of each office; and (ii) those for which no such return is 
furnished. 

(ii) In cases where no establishment return is received, the audit 
is by numbers only. If a sanctioned cadre contains its own 
leave reserve, the number entered in the Audit Register is 
the sum of the number of Gov,ernment servants drawing pay, 
anc} of those drawing leave salary. If, in a cadre, officiat
ing anangements in leave vacancies are permissible, the 
number drawing (i) substantive pay, (ii) leave salary and 
(iii) officiating pay is noted separately in the Audit Register, 
ancl the audit consists in seeing that (i) plus (iii) is within 
the sanctioned scale . 

• 
(iii) (a) In the case of establishments for which an annual estab-

fo1hment return is received, the audit is by numbers as well 
as against the permissible expenditure. The numbers 
entered in the Audit Register are :-

(i) when a cadre contains its own leave reserve-the 
sum of the numbers of men drawing pay and of 
those drawing leave salary. 

(ii) if the cadre does not contain its own leave reserve
the sum of the numbers of men drawing i,ay (su.b· 
stan~ive or officiating). 

The audit check consists in seeing that this number" does not 
exceed the sanctioned scale. 

(b) For audit against the permissible expenditure, th~ first permif!.· 
sible expenditure on the introda:tion of a time scale is worked 
out on the fly-leaf of the Audit Register from the statement 
showing the initial pay fixed tor each Gbvernment fo\ervant, 
and the date of his next incremen~; and for Awil of each 
year it is checked with the annual establishm""ei:tt return. 
For this purpose, all men on duty te.nporarily outside .the 

G~ 
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caclre. or q_n leave are counted a.s if on duty ; the pay of 
temporary men officiating in permanent vacancies is added, 
and for ea.ch unfilled vacancy is added the minimwfi pay of 
the post. Corrections are made in the permissible expendi
ture during the course of the year only in regard to such 
permanent ,factors as increments, retirements and deaths, and 
conseq•aent new appointments, and increases and decreases of 
scale. These events are notified to the Audit office in Incre
ment Certific~tes, or in the remarks column of the pay bill, 
or in the sanctions to sea.Jes,. as the case may be. The 
savings and extra cost on account of leave and officiating 
arrangements, etc., which are worked out from the Absentee 
Statement are posted in the audit cage in the course of 
audit. The total of the bill iR posted in the register in 
black ink, and the sums held over in red ink. The extra. 
cost and savings are also noted in the Audit Register in red 
and black ink respectively from the Absentee Statement. 
It ahould then be seen that the total of the amounts entered 
in black ink (that is the total of the bill and s111Yings) plus the 
amount held over less the extra cost (as , recorded in red 
ink) does not exceed the permissible expenditure. 

(c) In auditing a bill it is first of all necessary to check all items in 
the bill corresponding with entries in the Absentee State
ment, and, at this stage the admissibility of the leave salary 
and the officiating pay will come ullder audit. The incre
ment certificates are next audited, first against the fly-leaf 
and then in the bill itself. Then are audited the remaining 
items in the bill against which there is some entry in the re
marks column. The extra cost and savings to be entered 
in the Audit Register are also worked out during this"process 
of audit. 

( d) Once a year all the bills of one selected month are test-checked, 
in respect only of the rates of pay drawn in them. Any 
errors found in this month's bills must be traced through the 
bills of the year or years concerned,, 

(1') 'The subsequent drawals of amounts held over for future pay
ments, or refunded, are audited against notes previously 
redorded jn the Audit Register in respect of such items. 

(iv) Audit Officers. have.. been authorised to undertake the check of 
a small :PMcentage of the leave accounts which are main
tained •in the local offices for non-gazetted Government 
servants; thll wotk is usually done during local inspection. 
It is supplemented by central check when this is found to 
be desire.tie. 
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611. Accountants General have discretion to appl! nominal audit, 
instead of the system explained in the last two pa.ragra.phs, in any cases 
where th~y find that such nominal audit will be much more efficient. 

STATUTORY RULES. 

512. Application of the Statut,ory Rules.-The documents mentioned 
above are the most important of those to which the Audit Officer ha.s 
to apply the statutory rules issuetl with regard to pay and allowances, 
leave, a.nd leave salary. 

513. In certain classes of cases, the terms of service are gove,.ned 
not by the Statutory Rules but by a contra.ct effected between an in
dividual person and the Secretary of State in Council or an authority 
in India acting on his behalf. In such cases, the Audit Officer regu
lates his audit in accordance with the terms of the contra.ct. But he 
must examine such oases with special care, because a contra.ct cannot 
prevail against.the terms of the Statutory "Rules in the case of any person 
whose condition~ of service are by law required to be regulated by Sta.tu• 
tory Rules.* 

514. A brief summary is given below of the more important of those 
Statutory Rules which are applicable to Central Government servants 
ancl members of All-India. Services. The Civil.Services (Governors' 
Provinces) Delegation ltules give power to local Governments to frame 
their own rules on these subjects, which require to be studied separately. 
Those local Governments which have already taken action in the matter 
have followed the main lines of the Central Rules. 

615 .• .Lien.-The fundamental basis of a. Government servant's 
emoluments is the amount fixed as the pay of the post he holds 
substantively. In this connection it is necessary to explain that, on 
substantive appointmentto a permanent post, a Government servant 
&<'quires a right, summarised in the word "lien'', to hold t,ha.t post 
substantively, either immediately or on the termination of a period or 
periods of absence. .. 

616. The connotation of the word " lien " can best be underatnod 
if it is explained that, in respect of every permanent post, there is Olm 
Government servant who has a prior right over every other Govern
ment servant. This one Governmeut serve.it may be employed on other 
duty, in which case another may take his place; ~t. if the other duty 
comes to an end, he has a right to return to the post ~n which he holds 
a lien, displacing his successor, unless his liefl be transferred to 'ome uthL'r 
~~~~~~~~~~~~~~~~~~~~~-----I.~---

• NOT11.-At the time of writing, it is under oonaideration \·hethe-r thia poaitfonltiill 
be maiDtained or not. 
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post. The rules"regir:ding the transfer of lien are so framed as to safe
guard the interests of Government servants. For obvious reasons no 
Government servant, substantively appointed, may be left ~thout a 
lien on a permanent post. 

517. If a Go\lernment set,vant is transferred to duty which there is 
reason to believe will not terminate within three years, and retains no 
connection with his substantive post, a local Government may suspend 
hfa lien on the post and fill it substg,nt~vely, subject to the condition 
that the arrangement thus made will be reversed on the return of the 
Gov;ernment servant in question. 

518. Pay.-It will thus be understood that the pay drawn by a Govern
ment servant may be the pay of the post on which he holds a lien, or the 
pay of some other post. The term "pay" includes overseas pay, technical 
pay, special pay and personal pay, and any other emoluments which 
may be specially classed as such by the Governor-Gent>ral in Council. 
Overseas pay is pay granted to a Government servan~ for serving in a 
country other than the one of his domicile. Special pay is an addition 
to pay granted either for extra duties performed or for the unhealthiness 
of the locality in which the work is performed. Personal pay is an addi
tion granted to save.a Government servant from loss of substantive 
pay in certain circumstances for which provision is made in the rules. 

519 • .fixation of Pay on a time-scale.-A Government servant 
appointed substantively to a post on a time-scale of pay draws as 
initial pay the minimum of the time-scale, except in cases in which the 
Fundamental Rules allow of his initial pay being calculated at a higher 
stage on the basis of his previous service and / or the substantive pay 
which he has aJready been drawing in another post. 

520. A Government servant holding a. pqst substantivelv who is 
appoinMd to officiate in another post may not draw pay higher than 
tbat of his substanth•e post, unless either the post in which he officiates 
is one of t}wse enumerated in tl1e Schedule to Fundamental Rule 30, 
or in the circumstances mentioned in the following paragraph. 

IS21. A Governmen't 1servQnt officiating in a post draws the pay to 
w hicn he \;ould be entitled if he were appointed to that post substan
tively. s\ibject to the condition that he may draw instead the pay to 
wbii::h hu ,would be ~ntitJed in his permanent post if that be greater . . 
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522. Compensatory all,o.wances.-A Compensatory allowance is an 
allowance• granted to meet personal expenditure necessitated by the 
special circumstances in which duty is performed. It includes a travel
ling allowance. A local Government may grant such allowances to any 
~ove~ent servant wider its control and may e.ls~ maf.e rules prescrib
mg their amounts and the conditions under which they :may be drawn. 
Compensatory allowance does not include the grant of a free passage to 
or from the United Kingdom, which requires the general or special 
sanction of the Secretary of Stare ifl Council, nor does it include a sump
tuary allowance. 

523. Fees and llonoraria.-Vnless in any case it be otherwise dis
tinctly provided, the whole time of a Government servant is at the dis
posal of the Government which pays him, and he may be employed in 
any manner required by prope:i: authority, without claim for additional 
rem1meration, whether the services required of him are such as would 
ordinarily be remunerated from general revenues, from a local fund, or 
from the revenue" of an Indian State. 

524. A Government servant may be permitted by the genera.I or 
special order of a competient authority, if it be satisfied that this can be 
done without detriment_ to his official duties or re~ponsibilities, to per
form a specified service or series of services for a private person or body, 
or for a public body (including a body administering a local fund), or 
for an Indian State, and to receive as l"t'muneration therefor, if the ser
vice he material, a non-recurring or recurring fee. The acceptance of 
fees by medical officers in civil employ for professional attendance is 
regulate~ by the orders of the Secretary of State for India in Council. 

525. A Government servant may be granted an honorarium from 
general revenues as remwieration for work performed whic.b is occa
sional in character and either so laborious or of such special merit as 
to justify a special reward. Except when special reasons, whicJi should 
be recorded in writing, exist for a departure from this prov1sioll, an 
honorarium shoulcl not be granted unless the work has been unde.
taken with the prior consent of the sanctioning authority, aiid its a.mount 
bas been settled in advance. 

526. A local Government may make rules fixing tti.e amount! which 
may be sanctioned by the authorities subJrclinlte to it for w;iceptanoo 
by a Government servant (other than a medical officer in civiltemploy) 
as honoraria, and specifying the conditions under ~·hich thev may C>e 
grant ... fl 
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627. Spe<rial and Ordinary Leave Rules.-Leave rules are, under the 
Fundamental Rule11, divided into two classes-special leave rules and 
ordinary leave rules. The conditions governing admission to the bene
fits of tlie special leave rules are lafd down in Fundamental Rules 75, 
75-A, 75-B, and 7[l-C ;' Guvernment servants not so admitted are subject 
to the ordinary leave rules. '.l'he main features of these two sets of leave 
rules, and the differences and resemblances between them, must be 
studied in the Rules themselves. 

628. Leave Rules of certain nigh officials.-The leave rules mentioned 
abov,e are not applicable to the following Government servants, whose 
leave is governed by the Government of India Act or by rules framed 
under the Act-

(a) Governors and Lieutenant-Governors, Members of the Execu
tive Council of the Governor-General, or of a Governor or 
Lieutenant-Governor, during their tenure of office as such; . 

(b) The Chief Justices and other Judges of the several High Courts; 

(c) The Bishops of Calcutta, Madras and Bombay ; 

(d) The Auditor General in India ; 

' 

(e) The Chairm~n and Members of the llublic Service Commis
sion. 

The grant of leave to the Presidents of the Legislative Dodi.es is 
governed 'by orders issued in this behalf by the Secretary of State in 
Council. 

529. Leave Salary.-The Rules should also be studied regarding the 
·periods for which and the conditions under which a Government servant 
is entitled, during periods of leave due, to average pay, half average 
pay, or quart.er average pay. Certain monthly maxima and minima 
nre also fixed to which these averages are subject. These limits are 
prescribe{l in rupees and in sterling, the rates being applicable to 
leave salaries paid respectively in rupees and in sterling under the 
pl"inciple men~ioned .in paragraphs 531 and 532. 

630. Average pay.-Average pay is the average of the monthly pay 
eained during the t,,._.,lve cJmplete months immediately preceding the 
month in which th eyent occurs which necessitates the calculation of 
average pal,; u.ud the oolcul&tions of half average and quarter average 
pay are ipado on the same basis. 

•531, D.rau:.sl of itave salary.-The portion of leave salary represent
ing slmling overseas pay should be paid in all cases in sterling. Subject 

I 
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to this condition leave salary. is payable in rupeelf if cfue in respect of 
leave sp£V!.t in Asia, and in sterling if due in respect of leave spent out 
of Asia. As an exception to this, a Government servant may draw leave 
salary in sterling in respect of the first four months of leave on average 
pay, whether taken by itself or in combination with other kinds of leave, 
although he spends such leave in Asia, proviood•that he proceeds out 
of Asia during the currency of such leave or within ~me month of its 
termination. Similarly, leave salary due in respect of any portion of 
such leave spent out of Asia may if desired be drawn in rupees. In 
the case of leave of any other de8cri'ption, or of periods of leave on average 
pay after the first four months of such leave, leave salary in respect of 
the whole of such leave may be drawn in sterling provided that. the 
amount of such leave spent in Asia prior to embarkation does not exceed 
one month. 

532. Leave salary drawn in rupees must be drawn in India, or in 
Ceylon if the Government servant spends his leave in Ceylon. J;eave 
salary drawn in sterling must be "drawn in London, or, at the Govern
ment servant's.option, in any British Don't.inion or Colony prescribed by 
the Secretary of. State, provided that the officer spends his leave in the 
Dominion or <Jolony in which he has elected to draw his leave salary. 

533. Leave Account.-~·or each Government servant a leave account 
is maintained, in terms of leave on average pay, in which all periods 
of leave earned are credited and all periods of leave taken are debited. 
The amount of leave d~e to a Government servant is the balance at his 
credit in the leave account. 

534. Grant of leave not due.-Leave Qot due may be granted in certain 
specified circumstances. Such leave is debited in the leave Account, 
and is .intended to be regarded as an advance of leave, and its grant 
should therefore be limited to the amount that both (a) can be and (b) 
is expected to be earned by subsequent duty; further, it is meant to 
be granted only in exceptional circumstances, such as illness or urgent 
private affairs. When the exceptional step of granting su"h leave is 
taken, it should be irrevocable, except at the request of the officer, who 
should not be penalised. if reasonable anticipations fail to materialise. 
During such leave a Government servant is entitled to leave si!larj equal 
to half average pay. 

535. Ext,ramdinary Leave.-In special circumstances: and when n~ 
other leave is by rule admissible, extraordinary leave may be grante<l. 
Such leave is not debited against the leave accol.?.lft, and no leave salary 
is admissible in respect of it. 

ALLOCATION OF CHARGES ON ACCOUNT OF LEAVE SA&AR Ii!', 

636. A.Jjustn,ent of leave salaries.--Whether leive be gra.Jted under 
the rules applicaLle to Central G~vemment servants, or 1in.der iliose 
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framed by loca\ Go{ren1ments, the leave salaries of Government servants 
are debited according to the following rules :-

(i) When a Government servant had served under one Government 
only before proceeding on leave, his leave-salary will be 
debited tt t~at Government. 

(ii) When ~ Governme1tt servant is transferred to service under a 
Government other than that under which he was first em
ployed, the ·leave salary dr~wn by him during any leave 
taken after the da~ of trahsfer shall be charged to the borrow
ing Government witil the entire leave earned under that 
Government has been exhausted. 
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CHAPTER 27. 

Travelling Allowance. 

531. Powers of the Central and Pro'l>incial GlJvernmf!llJ,s to frame rules. 
-As a result of the Reforms of 1919, the Govemment of India and each 
local Government have been empowered to frame rules regulating the 
grant of travelling allowance to Government servants under their ad
ministrative control, subject to the conclition that the allowance is not 
on the whole a source of profit to the recipient. 

538. Acting on this delegation the Government of India and tbe 1ocai 
Governments have framecl their travelling allowances rules to cover the 
requirements of different classes of journey which a Government. servant 
may have to perform, as for example:-

(i) On tour; 

(ii) To jt>in a post on first appointment; 
(iii) On trttnsf er ; 
(iv) To a hill station, and in recess; 
(v) To attend 1tn examination; 

(vi) When proceeding on leave; 
• (vii) On retirement, dismissal, or termination of appointment; 

(viii) To _give evidence ; 
(ix) T~ obtain medical advice ; 
1x) To attend an incapacitated Government servant ; 

(xi) On a course of training ; 
(xii) To attend a durhar or levee. 

The various sets of rules so framed differ considerably from each 
other. 

539. Special rules ar~ also framed. governing the journeys of High 
Officials, of Government servants who are not in the Civil 1Se1 ·rice of 
the Crown, and of persons who are not Government servants. 

540. Rules fram,e'l by the Central ()overnment for jou~ys on totir.-· 
An attempt has been made to give below. a summary of the travelling 
allowance rules framed by the Govemor-Gener&P in Council to gov"rn 
the journeys on tour of Government servants .whOBe pay is rlebitable 
to Centrai' revenues and who are not unfler t'!i.e administr\tiv.3 oontrol 
of a Governor acting as an agent of the Governor-Gener&f i'1 CoW:cil. 
It would be out of place to attempt, in this Manu8', to e:ive partir.ulg.rs of 
the :rules gQverning all classes of journeys mentioned in pamgraphs 538 



172 

541-545] 'J'RAVELLING ALLOWANCE. [CHAP. 27. 

and 5'fl above. i:'hest• rules, including those which have been briefly 
summarised in this Chapter, must be studied in detail in the Statutory 
Rules, Codes, and Manuals in which they are prescrihed. ' 

5U. Otassiftoation of Government servants under the Central Govern· 
ment.-For the purpose of calculating· travelling allowance, Government 
servants under the Cefitri'l Government are divided into four grades. 
The main criterion 'for classification is the pay drawn by the Government 
servant. The first grade includes all those whose actual pay exceeds 
Rs. 750 a month ; the second those whose actual pay exceeds Rs. 200 ; 
the third all other Government s.ervan~ in' superior service whose actual 
pay does not exceed Rs. 200 ; and the fourth comprises persons in 
inferiQr service. Government servants may, for special reasons, be 
included in a grade higher or lower than that determined by the above 
criterion. 

542. Daily allowance.-The main item of travelling allowance is the 
daily allowance, that is to say, the amount which an officer draws each 
day on which he travels more than 5 miles away from his head-quarters. 
This allowance is ordinarily not admissible for rnore than• 10 days of a 
halt at one place. ThiiJ restriction is based on the growi~l that expenses 
usually decrease as the length of a halt increases, and ensures due ex
pedition in a journey. Certain officers arc, however, allowed genera.I or 
individual exemptions from this restriction when prolonged halts are 
necessary in the interes~s of the public service and entail extra expense. 

I 

543. Mileage.-An officer is, however, allowed to draw mileage instead 
of Jaily allowance when he travels more than 20 miles by road, or when 
he travels by road in continuation of a rail or steamer journey, in which 
ca~e the mileage is limited to the amount of daily allowance w1less the 
journey by road exceeds 20 miles. 

644. The scale of daily allowance and mileage admissible to Govern
~ent servants to whom these rules apply has been fixed according to 
the grade of the Government servant. When a Government servant 
travels within the territories administered by a local Government which 
ha'J fixed special rates of daily allowance or mileage for Government 
servants under its administrative control, he must draw the d1:1rily allow
ance or mifeage at the rates fixed for a Government servant drawing 
the lillLma pay in those territories. 

545. Rail and steamer fares.-When travelling by railway, a Govern
ment sen·ant of any of the fi.r&t. three grades i~ allowed for the journey, 
instead of the daily altt.wance, I! the fare of the class in which he is 
entitled to travel acc<J.:din3 to the grade into which he falls for the purpose 
of travelling allowance. Wherl travelling by steamer he is similarly 
allowed, in'+.~ad of daily allowance, I! the fa.re of the cla,s in which he 
is entjtled to accommoiation according to his grade. In cases where 
a steam~ OOl.llpany h1u. two ra.tea of !are, one iuclusive and the other 
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exclusive of diet, the allowance admissible is I~ the fare exclusive of 
diet. ~ inferior servant is allowed a single fare of the lowest class 
and in addition ordinary daily allowance when travelling by rail, and 
double the rate of daily allowance when travelling by steamer. 

546. Rates when Government supplies means of lQt:onwtion.-A Govern· 
ment servant of any of the first three ~re.des w"ho uses-a means of loco
motion provided at the expense of Government, of a local fund, or of 
an Indian State, but pays all the cost of its use or propulsion, draws the 
travelling allowance ordinarily.adpi.issible for the journey subject only 
to the deduction of such hire as may be determined by rule. If the cost 
of such use or propulsion is not paid by the Government servant he is 
allowed only the daily allowance. If part of the journey is mad~ by 
other means of locomotion he may exchange the daily allowance for 
the mileage admissible for that part. If the Government servant has 
to provide conveyance for his servants or luggage, he is allowed, in case 
the journey is by road exceeding 20 miles or is a road journey combined 
with one by rail or sea or river steamer, to exchange his daily allowance 
for half the mileage allowance calculated ~or such journey and to draw 
in addition the nJ,i.leage allowance admissible for any part of the journey 
made by other means of locomotion. 

547. If a Government servant travels by a motor car supplied to him 
at the expense of Government, he may draw :-

{a) if he travel.ti b1 the motor car more than' 20 miles in one day. 
the mileage allowance of his grade for the first 20 miles, and 
three-fourths of that rate for the remainder of the journey ; 

(b) if be combines with a journey by the motor car a road journey 
by other conveyance, he may draw the mileage allowance 
admissible for the first 20 miles or for the journey by other 
conveyance, whichever is greater, and for the remainder of 
the journey three-fourths of such mileage allowance; 

(c) if he combines with a journey by road, whethei: Dll\de wholly 
or partly in the motor car, a journey by railway 01 steamer, 
he may clraw mileage allowance for the journey by railway 
or steamer in• addition to the allowances admissible under 
clauses (a} and (b} above for the journey by road • 

• 
!;48. Permanent travelling allowance.-When officers a.re employed on 

duties which involve extensive touring, pet"ma.nent monthly a.llowancea 
are sometimes granted in lieu of all other tra.~ling allowances for 
journeys within an officer's circle of duty:. Such al!owances a.re given 
all the year round whether the offi.cel'fl are• on tour or noli .• There is.a 
tendency for the extension of this form of allowance as it :J.implifies, 
clerical work. The substitutuon of this allowanclf for all other all6)w· 
ances does not, however, relievt! the controlling officers' froiµ the 
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responsibility for \vat~hing that officers serving under them undertake 
all the journeys that they are expected to make. 

549. Conveyance allowance.-Another modified form of permanent 
travelling allowance is the grant of .a conveyance allowance to officers 
who have a large amo,mt of travelling at or within a short distance from 
their headquarte1s for \t1}1ich travelling allowance is ordinarily inad
missible. 

550. Bill forms.-Claimi; for travelling allowance are submitted on 
bills which are drawn up in such a way as to give all the information 
necessary to ensure the proper check of the bill. Thus they show the 
name of the officer, his head-quarters, the purpm1e of the journey, the 
dates and, in 11ome cases, hours of the journey, the route by which it is 
performed, the distance travelled by road (whenever it is necessary to 
enter this particular), railway fare, stE>amer passage money, number of 
days halted, etc. These bills are submitted in the first place to the con
trolling officer. Some controlling officers supplement the entry in the 
column for the "purpose of j9urney" by requiring diaries or journals 
to be submitted by officers indicating what those ofiicers Lave done dur
ing each tour. The controlling officn, having countersigned the bill in 
token of his check, returns it, and the officer who performed the journey 
then obtains payment of the bill at the treasury. 

551. A udit.-On its receipt in the Audit Office the bill is audited 
either by the departmental auditor or in some cases in a separate sec· 
tion, &uch as the special section for auditing the claims of gazetted officers. 
Only 50 per cent. of the travelling allowance bills of Government servants 
~f the 3r9 or 4th grade (see paragraph 541) are audited in full cletail 
m each month-the selection being made by a Gazetted Officer. 

552. Main points of AmHt.-The main points to which attention is 
directed in the audit of travelling allowance bills are :-

(i) that the journey was actually performed; 

(ii) that it was necessary, and authorised by general or special 
orders; 

(iii) that it was performt!<l. as expcditiousll as possible; 

(iv) \hat no bill has heen submitted for it before; 

(v) that ~he amount drawn is correct ; and 

('vi) that the expenditure is covered by necessary appropria· 
tion. , 

553. Diities imposec'tbn the Controlling Ufficer.-Now, it is evident that 
points (i) to (iii) ar€' th6' most important and that the Audit Officer, not 
bei;ng on t~"l spot, has do opportunity of checking these points ade
quately. ll'he duty of applying thet!e checks is, therefore, imposed upon 
the rontrolli'lg officer -who is either tbe Collector or a superior depart, 
mental offic@r. 
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. 564. The choosing of the eontrolling officer i~ respect of each office 
is a matter of importance, and local Governments realise the necessity 
of choo:ing as a controlling officer that responsible authority which is 
in the best position to exercise a 1>roper cheek under these three heads. 

555. Point (v) involves a check of distances in those cases in which 
the travelling allowance depends upon the ,liseance travelled. The 
duty of checking distances is now entrusted to the ~ontrolling officers. 
Experience has proved that, even if the Audit Officers take the greatest 
pains, their check in this respect is often unsatisfactory, because it is 
impossible for them to know tlie a"tual distance of a journey, say, between 
two small villages in a district many miles away from head-quarters. 
The controlling o:ffit.ers are better able to cheek such distances. 

556. Duties imposed on the Audit O.fficM".-Audit Officers, however, 
when rhecking the manner in which controlling officers perform their 
dutieH in this regard (see paragraph 5UO bt'low) should apply test checks 
to satify thPmselves that the controlling officerR check distanres. 

557. The amount of railway fare and. of steamer fare is checked in 
the Audit office with the tables of fares. 

558. Cherk No. (iv) mentioned in paragraph 55~,-to see that the bill 
is not 1lrawn twice for the same journey,-is applied to all the bills of 
gazetted officers by means of a register in which the bills drawn by the 
same officer are entered in sufficient detail to render this check possible. 
For similar check of travelling allowance bills of non-gazetted Govern
ment servants see the last sentence of paragraph 560 below. 

559. C'heck No. (vi).-to see that the expenditure is covered by 
neces1:1ary appropriation,-- iR conducted hy means of separate registers e.s 
in the ca.He of other clasHes of expenditure. 

56b. ll 1:qher Audit Cliec~·.-It is an important function of the Audit 
Officer to Ree that the scrutiny entrustPd to controlling officers is exer
cised by them properly. This can be carried out partly <luring loca1' 
inspection (see Chapter 35), and partly in the Audit office by bringing 
together the bills that were passed, say, during a period ot ~ix months 
or so, and carefully scrutinising them. A similar check may also be 
conducted in respect of the travelling allowance bills of '.tovernment 
servants who countersign their own bills. It will be interesting to quote 
an instance exhibiting the result of one such tel:it check.of the tra~t!ilicg 
allowance of an officer who countersigned hiR own bills. The journeys 
that he made during a period of 12 mor:ths were liste<l a11d reported to 
thti local Government, with the result that the 61ficer was fined Rs. 300, 
deprived of the privilege of countersigning hie ofin bills, and w;d.med 
that a recurrence of such a misuse o~ his~ privilege wow.Id entaiJ. hi.!4 
dismissal. Such checks may also bring to light whether hew1:; of office& 
so scrutinise the travelling allowance bills of Mn-gazetted Gover,ur.ent 
sPrvants a1 to guard against dou1'le claims for the same jolfrney9 
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' 661. It has b~en explained in paragraph 537 above that the powers 
of local Governments 'to frame rules governing the grant of travelling 
allowance are subject to the condition that such travelling aKowance 
shall not on the whole be a source of profit to the recipient. This con
dition being a canon of financial pr«?priety, the Audit Department~ 
responsible for watchin~ that it is not infringed. The principles of this 
canon cannot, how"ver, b6 applied to individual journeys of officers, as 
the expenses vary so enormou~ly in different areas of a province and 
under different conditions in the same area that it is impossible to frame 
formulm for determining the actual expens,es incurred by each officer in 
respect of each journey. Travelling u8ually necessitates the permanent 
upkeep of means of conveyance for the Government servant, and for· 
his baggage and servants as well, and in such a case it would be impossi
ble to distribute over a series of journeys this permanent expenditure. 
An attempt should, therefore, be made, to scrutinise the general rules 
framed by the local Government to see that the allowances are restricted 
to such rates as may meet the expenditure which an officer has gene
rally to incur on his journeys as a whole. 
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CHAPTER 28. 

Pensions. 

562. Essential points of Audit.-The essential pflints of the audit of . . 
pens10ns are to ensure :-

(a) that the retiring (lfficer is entitled to the pension he claims; 
(b) that a pensioner is entitied.to the ,pension he draws. 

Both these points are checked in the Audit Office. In a combined' 
Audit and Accounts Office, the audit under point (a) necessarily precedes, 
and that under (b) follows, the sanctioning of the pension. Where 
Accounts are separated from Audit, the report under (a) is prepared in the 
Accounts Office and is test-checked in audit. The procedure described 
in this chapter applies in a combined office. 

563. P'f'eliminary verijication.-The title to the pension claimed by a 
non-gazetted GO'Vernment servant is checked in the following manner. 
Shortly before a pon-gazetted Government servant is due to retire he 
must submit to the authority, whose duty it would be fill up his post, 
his service-book and a statement of his services. It is then the duty of 
that officer to check this record as far as possible and to submit it to the 
Audit Officer for comparison with the records in ~s office. The main 
source of comparison in the Audit Office is the annual list of pensionable 
establishments which has to be submitted by every Head of an office 
to the Audit Office, where it is checked with the sanctions recorded in 
the audit register. This preliminary verification is made in order to 
facilitate the check of the formal application which has to be made when 
a Goverdment servant retires, so that there may be as little delay as pos
sible in granting the pension, and to ensure that no one inadvertently 
retires before he is entitled to a pension. 

564. It is unnecessary for a gazetted officer to submit any preli
minary statement for verification, or any detailed list of his service with 
his formal application inasmuch as full details are entered in the His
tory of Services, for the• preparation of which the Audit offic?e 12 res
ponsible. 

565. A brief summary is given below of the mlin featurbs of the rules 
relating to pension, omitting all particulars regarding the caJculation of 
service qualifying for pension, of the amouirt of pe:.:Jsion admis1:1jble, et<'. 
The rules which are summarised are those which ~e aNJlicable to Central 
Government servants and members of MJ.-In•ia Services. The Civil 
Services (Governors' Provinces) Delegation Rules give powA- ,to loci.I 
Governments to frame their own rules on these SJlbjects, which require 
to be studied separately. ' 
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(a) For sep.vice.to qualify for pension, the essential conditions are 
that the service must be under, and paid by, Government, 
and a Government servant must hold substantively a per
manent post. It is open to a local Government to rule 
when creating a new p9st or establishment that service in 
such a pq'lt or establishment shall not be pensionable service. 

(b) Qualifyfng service may be either "superior" or "inferior." 
Subordinate service, unless classed as inferior by general 
or special orders of Govern~ent, is superior service. 

(c) 'fhe following constitute an interruption of service :-

(i) Resignation of Government service otherwise than in cir
cumstances qualifying the resigning Government ser
vant for a pension or gratuity. 

(ii) Removal from Government service for inefficiency not due 
to age, for misconduct or for insolvency. 

(iii) Removal from Government service for failure to pass a 
prescriLed examination. 

(iv) ALsence from duty otherwise than on authorised leave. 

An interruption of service entails the forfeiture of all past service 
unless the competent authority directs otherwise. 

(d) The amount of pension admissible is calculated on the average 
pay earned by a Government servant during his last three 
years of service. 

(e} Government servants who have held certain special posts which 
· · are termed lower grade posts or higher grade }>USts, and 

have 11hown such special energy anu efficiency a11 tQ deserve 
the concession, are entitled to special additional pensions at 
specified rates. 

566. Qualification for Pemsiof~ or Uratuity.-A 8uperannuation 
Pension is granted to a Government servant in Superior service entitled 
or compelled by rule to retire at a particular age. A Retiring Pension 
is granted after the completion of qualifying Superior service for a pres
cribed number of years. In certain circumstances, Government servants 
n"t. entitled to Superannuation or Retiring Pensions may be granted, 
after renderin<g qualifying service of less than a prescribed number of 
years (the number differing in different cases) a gratuity ordinarily not 
exceeding one montJi..'.~ emoluments for each completed year of service ; 
or a pension instel\,•l o( a gratuity if the length of service rendered justi
fies it. A Government •Serv~nt entitled to pension may not take a 
~fatuity , ib.stead of pension . 

• ')67. Anticipatory~ Pensions.-When a Government servant whose 
pensi~n is•payable in India retires before the necessary e&.quiries preli-
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minary to the settlement of the amount of his pen-Mon •are completed, 
the Audit Officer may, on receipt of a declaration to the effect that the 
Governm:nt servant undertakes to refund any excess which may be 
found in his pension on completion of the necessary enquiries, sanction 
the immediate disbursement of the pension at a rate not exceeding the 
minimum to which he believes the GovernmeQt eervant likely to be 
entitled after the most careful summary inveRtigation &at he can make 
without delay. The pension thus sanctioned is called an anticipatory 
pension. 

568. In similar cases where a Government servant's pension will be 
payable in England, the Audit Officer, after careful summary investiga
tion, reports to the authority who will sanr~tion the pension the minimum 
amount to which the Government servant is likely to be entitled. This 
report is forwarded at once to the High Commissioner for India by the 
authority by which the pension will in due course be sanctioned. The 
Hi~h Commissioner sanctions the immediate disbursement of the anti· 
cipatory pem~ion after obtaining a declaration similar to that mentioned 
in the precedi'tlg paragraph. 

569. Audit hq.s to see that no undue delay occurs in the final settle
ment of these cases. 

570. Authority for disbursement of pension.-No pension can be 
sanctioned (except in the case of certain classes of Police subordinates) 
until the Audii Office has certified that the amoun" which it is proposed 
to sanction is permissilTle under rule. A copy of the order of sanction 
is then forwarded to the Audit Officer who verified the service so that he 
may check the correctness of the pem1ion sanctioned. 

571. If the pem1ion is payable in India, the Audit Officer then issues 
duplicate pension payment orders, one to the pensioner himself and the 
other to the Trea1mry Officer in charge of the treasury at which the 
pensioner wiishes to take payment. 

572. If the pensioner wishes to draw his pension at the Home Treasury, 
the Audit Officer issues a last pay certificate and forwards a duplicate 
copy of it to the High Commissioner for India, together with a. copy of 
the first page of the application for pension and of the orders ot the local 
Government or other authority granting the pension. 

573. Similarly the pension of a pensioner residing in any British 
Dominion, Colony or Protectorate, may be paid there. In this cas<'I 
the Audit Officer issues a Colonial (pensio.tJ paym;Jit) warrant iu tripli
cate. The original bearing the payee's signature is forwarded to the 
Colonial authority concerned, the duplici\te ~ the iligh Comruissi.mer 
for India, and the triplicate is made over to the payee. 

574. The distribution of the pensionary cha'igeS under paragy.ph 
576 is also made at the same time19and the Audit Officer taltes steps to 
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make the necessary 1tJjustment of charges between the diffierent Govern
ments in the manner laid down in paragraphs 578 and 579. c. 

575. Allocation of pensionar,IJ cliarges.-Prior to the introduction 
of the Reforms of 1919, the pensionary charges of Government servants 
of all civil departments were charged. to the accounts of the province in 
which such chargfS Were ilisbursed, even if the pensions had been earned 
by service in other provinces•or under the Government of India. 

576. Under the Reforrns, each province constitutes a separate Govern
ment, entirely responsible for its own, fin'l.nces, and consequently it has 
become necessary for each Government to recover from any other 
Government the payments which it may make on its behalf in respect 
of ptsnsions earned by service under the latter. 

577. Pensions sanctioned before 1st April 1921 will, however, be 
treated as a charge to the Government which had to bear it under the 
old rules, that is to say these will be debited to the Central Government 
if paid outside India and to the Government by which the payment is 
made if the payment is mad& in India. 

578. In respect of Government servants who have served under more 
than one Government, the distribution of the pensions sanctioned after 
1st April 1921, is determined under the following rules, approved by the 
Secretary of State in Council :-

Penllions sanctioned 01i or after 1st April 192,l :

(a) Payments outside India:-

(i) If an officer has served under one Government only, that 
Government will bear the charge. 

(ii) If he has served under more than one Governmel.Lt, the 
pension will be divided among the several Governments 
in proportion to the length of service under each. 

(b) Paynients made in India ;-

(i) If an officer has served under one Government only, that 
Government will bear the pension drawn by him on 
retirement even though he draws it from another Govern
ment. Pensions drawn in provinces by servants of the 
bentral Government will be debited to Central heads 
direct. , 

(ii) If an officer has served under more than one Government 
(other th.an the Government of India) before retiring 
his pension witl be borne by the Government under 
whioh he was serving at the date of retirement. 

(iii) If an offioer has served both under the Central Govern
ment and under one or more other Governments before 
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• 
retiring, the Central Government v.ill ~ debited with 
a proportionate share of the pension determined by mere 
length of service. The balance will be borne by the 
Government under which he was serving at the date 
of retirement, or, if that be the Government of India, 
by the Government under whicq h" was serving prior 
to his transfer to the Government of lt1dia. 

(c) Special additional pensions, whet/ier paid in India or outside 
India:-

Special additional pensions will be treated as separate items and 
distributed according to length of service between the differ
ent Governments under which the service by which the addi
tional pension was earned was rendered. 

(d) Civil servants who were placed on military duty during the 
war shall be deemed to have been serving under the Govern
ment of India for the period of that duty . 

• 
579. When all adjustment has to be made under these rules between 

two or more Governments, it may be made either by the payment in 
lump or in instalments of the commuted value of a pension, or in accor
dance with any special arrangements which may be concerted between 
the Governments concerued. 

580. 1l/.ethod of pension payment and identification of pensioner.
Pensions payable in Indi: are disbursed at treasuries, and every payment 
has to be entered by the Treasury Officer on both copies of the pension 
payment order. At the same time he takes the receipt from the pensioner 
and checks the identifying marks and the signature, or the thumb im
pression, with those recorded on the original order. Some pensioners 
are perm~tted to draw their pensions without personal application, but 
in such cases they have to forward life certificates with their receipts 
and also have to attend once a year for identification. This identi
fication of the person drawing the pension with the person to whom the 
pension was granted is, of course, the essential audit check ; aod here 
again the Audit Office has to rely upon another authority for the due 
performance of the check~ • 

581. Audit of pension payments in the Audit Ojfice.-The audit of pen· 
sion payments in the Audit office is conducted only in respect of a small 
percentage, -approximately one-sixth of the roucherd,-the selection of 
those to be checked being made by a Gazetted O.!icer. The pension 
vouchers of each treasury are thus audited for some W months m each 
year. This audit consists in seeing that thlf am<ftlnt paid is n~t greater 
than the amount sanctioned. One month's vouchers of ea.ch \rea.sury 
are a!ao audited in detail at the annual inspection 11f treasuries. Tbjs 
local check c:msists 11ot only of th,. comparison of the amoont paid 



182 

'582-5841 PENSIONS. [CHAP. 28. 

with the amowit dut .but also of a general review of the treasury records 
to see that they do not indicate any double payment of the nension for 
the same month. 

582. Commutation of pen.sions.-;-A Government servant who is a 
member of one of certain specified Services or holds one of certain speci
fied posts is entitled' to"comnmte for a lump payment any portion, not 
exceeding one half, of any 1ren11ion which has been or may be granted 
to him under the civil rules. 

583. Other Government servants ma1 also be permitted by any sanc
tioning authority, on such conditions as it may think fit to impose, to 
co~mute for a lump payment any portion, not exceeding one half, of 
any pension which has been or is ahout to be granted to them under the 
civil rules. 

584. One of the conditions for granting commutation is the produc
tion by the applicant of a certificate, from such medical authority as 
may be prescribed for the purpose by the sanctioning authority, to the 
effect that his bodily health aud prospects of duration o{ life are such as 
to justify commutation. When commutation is sanctioned the pensioner 
is informed accordingly and is given the option of' withdrawing his 
application within one week after being so informed.* If he does not 
withdraw his application within that period, the commutation of his 
pension becomes absolute and payment of the lump sum is made forth
with, payment of tM commute portion of the 1.iension ceasing from the 
date of payment of the commuteJ vitlue. 

• No;i:E.-At the time of writ.ing, the rules on this subject are under revision. 
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CHAPTER 29. 

Contingent Expenditure: 
• 

585. The classes of expenditure falling untler OontW!gencies.-Vnder 
this heading civil accounts group a numher of payments of the most 
varying description. In fact under this category are included all pay
ments made by Civil officers ~,P.flOJ>le not in Government servic~i. if they 
do not fall under the heads Deposits, Remittance Transfer Receipts, 
Qr Supply Bills. It is, then, a little startling at first sight to find the 
general rule laid down that, subject to any orders of the local Go"ern
ment or controlling authority, an officer is allowed to draw money from 
the treasury for contingent expenses incurre1l on the public service within 
the amount of the allotment placed at his disposal. ]for ordinary ex
penses previous sanction is not required. It is for the local Government 
to define the nature and limit of charges :-

• 
(a) which 'tna.y he incurred without previous sanction; and 
(b) which r"quirc the previous 11anction-

(i) of any controlling officer, 
(ii) of the local Government itself. 

There is, 11owever, ~ne important proviso, nal'bcly that fixed allow
unces for contingent expenses which are drawn regularly, irrespective of 
the actual expenditure incurred in any month, are not subjec·t to nny of 
the rules rel1Lting to conting<>nt exp<>ndjture. 

586. The consequence is that a very l1Lr~e number of rules have had 
to he pnomulgated by the Government of India and by f'ach local Govern
ment limiting the power of officerM to incur contingent expenditure. 
The former apply to the departments and administrations under the 
control of the Governni.•nt of India, and are contained in the Civil 
Account Code or in other Codes issued Wtder the authority of the Govern
ment of India. The latter apply only to the depax~mc>nts of the local 
Government concerned, and are contained in their financial r\llC11 which 
are embodied either in the local Government's Codes or in departmental 
Manuals. The iniportant local rules which have not be~n embodier} in 
any Code'! are U!!Ually brought together in the ~anuals relating to thE> 
work of the various sections of Audit Olpceti. 

587. Olassi.ftca.tion of c01&tingent clu1:r,qes propc;,-The actual classi
fication of Contingent Charges is determined by 'the 'orders of ea.ch local 
Government, and, as a result, it differs ~ different Provinees. It ..-ill 
be found, however, on consideration of the dominant condition ~oveming 

. -•Non.-Th nldrafting of the relevant 1 Cha1>ter of the Audit Code IS n•w under 004 -

sideraiioo. 
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the particular efpencliture, that all Conti.tlgencies fall into one or more
of the following fivd olasses :-

(a) Contingent charges which cannot be incur1ed wi!nout the 
special 1m.nction in each case of superior authority. These 
are termed Special Contingencies. 

(b) Contingent ct.argcs met from a lump sum grant place<l at the 
disposal of a disb1using officer for expenditure, at his discre
tion, on certain specified objects. Such charges a.re known 
as Contra.ct Contingencies. 

(c) Contingent charges regula.tel:l. iii amount by scales laid down 
by the local Government. Such charges may be designated 
Scale-regulated Contingencies. 

(d) Contingeut charges which, though they may be incurred without 
special sanction, require the approval and countersigllilture 
of superior authority before they can be admitted as legiti
mate expenditure against public funds. Countersignature 
is ordinarily obtained after the bills arc pa.id, but in rare 
cases it is necessary before payment. Sut:h charges are 
known as Countersigned Contingencies. 

(e) Contingent charges which require neither special sanction nor 
countersignature, but may be incurred by the disbursing 
officer on his own authority subject to the necessity of 
accounting for them. Such Contingencies may be termed 
Fully-vouched Conting~ncies, thougli in actual practice the 
Auditor GeJ1era.l <lispenses with the produ<'tion to audit of 
vouchers of less than a prescribed amount. 

588. These five classes of Contingencies a.re not mutually exclusive. 
There may be cases in which Special Contingencies are regulated by scale ; 
or in which a bill for Scale-regulated Contingencies requires counter
signature. Whenever a contingent bill falls within two or more classes, 
the methods of audit summarised in this Chapter for ea.ch of those classes 
should, as far as possible, be applied to it. 

588. e._~n~t f!4~n~.-Nearly all dra~ ing officers have permanent 
advances, that is, a sum of money placed at their disposal to meet im
mediate needs. Such permanent advances rorrespond with an ordinary 
pefson's pocl{et-money. The am'Ount of a permanent advance is 
reckoned at the lowest possible figure calculated to suffice for meeting 
petty charges and those emergent charges which cannot be foreseen. 
Whenever the advaifce requires to be replenished the disbursing officer 
has to submit bills'to 1'he treasury indicating the nature of the expendi
t'l.-re _?ic}\ has depleted' the 'advance. 
~90 livea drfllY.iug otfi£:er should exercise the same vigilance in 
resJiect or, petty contingent expenses a'i a person of ordinary prudence 
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would exercise in spending his own money. He ij fmi;her responsible 
for seeini that the rules regarding the preparation of vouchers are 
observe&; that the money is either required for immediate disbursement 
or has already been paid from the permanent advance, that the expendi· 
ture is within the available appropriation, that steps are taken to 
obtain additional appropriation if the origin.a.I a~propriation has been 
exceeded or is likely to be exceeded, and tha! in thee case of contract 
contingencies the proposed expenditure does not cause any excess over 
the contract grant . 

.,.,...... . 
51!1. Duties of tke Controlling at2tkoritu.-The main check over contin

gent expenditure is performed by the controlling authorities. It is their 
duty to see that the charges drawn in a contingent bill are o{ ob"lious 
necessity, and are at fair and reasonable rates; that previous sanction 
for any item requiring it is attached; that the requisite vouchers are all 
received and are in order, and that the calculations are correct; and 
specially that the expenditure has not exceeded, and is not likely to 
exceed, the appropriation for the purpose. If expenditure be progressing 
too rapidly, itorests with them to comnlllnicate with the disbursing 
officers, and ins\st on its being checked. When however, as is often 
the case with fully vouched contingencies, the charges do not come 
under the scrutiny of the controlling authority, these duties fall largely 
on the drawing officers themselves ; and the responsibility of the audit 
officer is therefore proportionately greater, as will be seen in paragraph 
593. 

592. As to the degree of responsibility imposed upon coJ»;rolling 
authorities under these rules, the following quotation may be m!Me from 
a letter by an Acc01mtant General : 

" In tho ca.eo of departments, such M Jails, Police, and Medical, the contingent 
e:s:penditure includes very large soma under Supplies and Services for feeding of prisoners 
and patients and tho aopply of rationa, clothing, arma and aoeoutrements to very many 
thouaanda of policemen, and the heads of these departments have practically got subel· 
diary Audit Establishments 11ncler them to enable them to ez:eroieo a detailed oontrol 
over this very large expenditure. Counterdignature in the oase of these departments at 
any rate doea imply a very large amoont of detailed check of which the Aodit office 
11 thereby relieved.'' 

• 
593. General Nature of Contingent Audit.-Audit officers h~vc, .. how· 

ever, their share of the responsibility, which varies greatly with the 
different classes of Contingency. It is least of all in tho case of Special 
Contingencies ; and very little greater in respect of Sea.IA-regulated anJ 
Contract Contingencies. Over Countersig.ded Coptingencies, the major 
portion of the control is exercised by the countersigning at.thorities ; 
but audit has certain definite responsi.bilitii's'. rfhe respons;bility of 
audit is greatest of all in the case of !ully-vouch~ Cont~i~~~e. 

594. The Audit Office is not required to take Of> for audit more than 
a percentag~ of the contingent billa of lower values ; but, for all cl~esses 
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of contingent charges alike, the Accountant General has the following 
minimum responsibihties in respect of all bills taken up for audit. He 
must see-

(a) that each class of «>xpenditure-
(i) is a proper charge against the grant concerned, 

(ii) has ,receive& such sanction as is necessary, and 
(iii) is covered by ;ppropriation; 

(b) that such vouchers as are required by audit have been submitted; 
(c) that any certificates which arc necessary have been provided ; 

and 

(d) that no Canon of Financial Propriety is infringed. 

The progressive expenditure, as shown on the face of contingent bills, 
must be periodically agreed with the figures recorded in the relevant 
contingent audit register, if any. 

595. The principal rluties 9f audit in respect of these charges are 
explain<•d in the following paragraphs. ·• 

596. Special contingencies.-Audit is to watch and re<lord the ex
penditure against the necessary sanction of proper authority. 

597. Contract contingencies.-No details of the expenditure, beyond 
such totals of the various contract items aR may be required for purposes 
of rla~sification, are £urniHhecl in the bills. U11less the terms of the 
contract provide to the contrary, no sub-vouchers are submitted. Scru
tiny applied in audit is generally confined to the four main points specified 
in paragrAj>h 594 above. 

598. Sca'le-re_qu,lated contingencics.-Contingencies regulated bf scale 
include such ch1trges as grants-in-aid, rewards for destruction of wild 
animals, battn to witnesses and the like. The authority prescribing the 
sp_ lays. down the conditions precedent to its application in each case 
making it clear whether special sanction of superior authority is neces
sary, whether bills must be countersigned before or after payment, and 
what certificates should support the bills. l.11 accordance with the 
conditions !i!O laid down, charges regulated by scale may become Special, 
Contract, Countersigned or Fully-vouched Contingencies, and should be 
audited under the rules applica"ble to the particular class within which 
they fa.II. In addition, the Accountant General should satisfy himself 
that the charges incurt'ld are it1 accordance with the scale which governs 
th«>m. 

599. Countersigned Conlinge,i)!i~.-In this case (unless, as occasion
ally happe\ls; the amount is drawn on a detailed bill on which counter
signature has already heen made), the money is actually drawn on an 
abstr\ct bill. and the approval of the ruperior authority, as indicated by 
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its countersignature, is subse4l_uently received by audit on the monthly 
detailed countersigned bill. Both the abstract and the !letailed monthly 
bills require scrutiny in audit. The abstract bill ~s scrutinised to see 
that it is ift.gned by an officer authorised to sign such bills, that the summa
tions a.re correct, and that there is nothing extraordinary or unusual 
in it. The amount of the bill is held under technical objection until 
the receipt of the detailed monthly bill duly count~rsigned together with 
the necessary sub-vouchers. The monthly dett!iled bil~ is che<'ked care
fully on the principles laid down in para. 594, with a further check to see 
that it is duly countersigned, and that the charges included in it <'over 
the amounts drawn from the troasl\ry on abstract bills. 

800. Bills oountersi.qnl'd before payment and fully-1'<>1tched contin
gencies.-The a.udit of these hilh1 is conducted on the lines <'Xplained in 
paragraph 594 above. The scrutiny of fully-vouched contingelicies 
should be further extended to see-

(i) that the rates are apparently not extravagant ; 
(ii) that the flow of expenditure is not too rapid ; 
(iii) that, if the expenditure in the month of March is unusua1ly 

large, it does not lead to irregularities. 
801. Grants-tn-aid.-Among the charges falling under 8cale-regnli!.ted 

Contingencies, mention has been made ~irants-in-ai4. These items 
of expenditure, sometimes of large sums, are nal paynients of the nature 
of a donation or subscription to a corporate body, institution or other 
authority. T~11~•es. may be either indep&ndent of Government 
or under t\le control Qf. Qovermnent. Payments to the grantees of the 
latter class are scrutinised in audit in the light of the general princip~es 
described in this Manual. The following paragraphs apply generally 
to the payments made to grantees who are in<)e11~P:.dent of Government. 

602. Grants-in-aid may be either unconditional or conditional. 
Aud~ applied at two stages as explained T>elow :-

v(i) Audit of sanctions to grants.-Whether grants are conditional or 
not, they are subjected to general scrutiny as explained in 
Chapter 14 above. When a grant is ~a!lction~d &ubject to 
SJ!ecified conditions, audit has to sec m a<l.art.ion that such 
conMftm nave been duly fulfilled, and also :- • 

(a) that the grant is spent upon the o~ject within a reaeonable 
time, and -· 

(b) that any portion of the amount which is W?~ 1:1~t1mateJy 
required for expendituwUJSon ,. that object is di.ly 
surrendel'ed. -- . "' (ii) Audit of payments to the grantee~-Ti.e audit of these payment 

vouchers is confined to the general scrutiny af'J!lied tC1 all 
treasury vouchers~ 
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803. Expenditure by grantees from grq9"ts.-Audit is not concerned 
with the mrulJ\1)1' in which the grant is utilised by the grantee where no 
conditions are impo"sed. Where, however, conditions are attached to the 
grant, audit should see that such conditions are generally fulfrJled, either 
in the course of auditing the expenditure if it comes directly under its 
audit, or by reference to the reports of the Examiner of Local Fund 
Accounts if such exp!lnditure comes under his audit. In cases not falling 
under the abon, the state~ents and certifiC'ates of the administrative 
government authorities may be accepted in audit ; but a test check should, 
where possible, be applied. 

604. llig1'6'T Audit.-It is the duty or audit to challenge any expendi
ture, which appears to con1'..r~y_ene provisions of the Canons of Financial 
Propriety. In the caseo1 contingencies, this applies especially to ex
tratagn.nt rates, prices, or amounts in charge not otherwise objectionable 
in character. The auditor should refer for orders any item of expenditure 
which is positively objectionable or even oI doubtful propriety. 

605. Relation between Controlling and Audit authoriti&.-A compari
son of the relative responsibilities of the controlling officer and of the 
Audit Officer in regard to cfi'ntingencies shows that th.~ duties of the 
former are more onerous than those of the latter ; it is more difficult to 
decide whether expenditure is necessary than whether it is unusual, 
and whether rates are reasonable than whether they are apparently 
extravagant. At the same time the Audit Officer also has to determine 
as far as possible whether the controlling officer is doing his work ade
quately, and this is,• perhaps, his most importi11.nt duty in respect of 
contingent expenditure. Audit in India would probably benefit if more 
attention were paid to the scrutiny of contingent expenditure and less to 
the minu,-,e examination of establishment and travelling allowance bill!!. 
Gazetted Officers should devote particular care to their review of bills of 
Rs. 3,000 or over and should also scrutinise some of the smuUer bills. 

806. Registers used in audit.-Apart from the sepurate registers 
maintained in audit for record of abstract bills pending their clearance 
on receipt of detailed bills, and for the record of special and periodical 
charges, no separate registers arc required for use in connection with 
Contingent audit except those required for the conduct of Appropria
tion audit. This subject has been examined il'i another Chapter. 
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CHAPTER 30. 

Expenditure on Works. 

I. GENERAi. PRINCIPLES._ 

807. l'olume and importance of Works experiditure.-The extreme 
importance of this class of expenditure can be gauged from the fa.ct 
that the total expenditure in Inais. fo 1927-28 recorded under the major 
heads relating to Civil Works, Irrigation, Railways, Forests, Posts 
and Telegraphs, and other Works outlay, amounted to nearly JOO 
crores of rupees, and the larger portion of such expenditure was" on 
Works. It will not be possible, then, to do more than touch the fringe 
of the subject in this Manual. 

808. Nud for preparation of estimates before sanction.-Then~ are 
always more demands on the p11hlic purse than r.an possibly be met, 
and therefore tqe advantages to be derived. from compliance with each 
demand have to be weighed against the probable coet in order to select 
those on which Gbvernment money can be used to the best advantage. 
Now, the direct cost of a new establishment can be calculated accurate
ly, its indirect cost with reasonable accuracy, and the cost price of 
anything to be charged as contingent expenditure will be known within 
reasonable limits at the time the purchase is sanciioned. But a build
ing for, say, a hospital ~an be erected for one la.kb, while 40 lakbs can 
also be spent on its erection. Government may be quite willing to spare 
one lakh, but extremely reluctant to spend 40 lakhs Thus the Central 
Public Works Department Code, First Edition, states in paragraph 58 
that " . .a •••• it is a fundamental rule that no work shall Le romme11red 
or liability incurred in connection with it until ...... a pro1 Prly detn.ii-
ed design and estimate have been sanctioned ....... ·• 

609. The efforts of the Audit Department to enfo:-c1 the obst:rvance 
of the rule quoted in the last paragraph are only p:.rtit.ll~· rfft:ctive. 
Each Principal Auditor can watch t.he mea1mw of his success .;1 regnrd 
to the works expenditure, under hi~ audit by romparing from yea1 to 
year the increase or decrease of the percentage of amounts placed ?mder 
objection for non-observance of this rule to the total works exper,di
turc of each year. The results of such comparisons will sltow that much 
steady work on these lines yet remains to be done by Audit. 

810. Basic RuleR applicab~ to Works ~eouted ·&y the Public Works 
Department.-Each local Government frames it11 own rules governing 
the execution of works by the Public Wo1ks Dapartment. The Central 
Government. have framed the following important rules governing Centfal 
Works executed by the Public Works Depart.menta-
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811. There are four m!l.in stages in tl).e project for a Central Work, 
namely, adm,inistrative approval, expenditure sanction, technical 
nnrtion, and the ~llotment or re-appropriation of funds. 

812. These stages are explained below briefly. 
(i) Admini.9tralive Approval.-A work has to be designed so as 

best to fulfil its purp0se. Thus the design has usually to 
be prepaied..in consultation with, and finally to .he approved 
by, 'the authorittes for whom the work is to be erected. This 
approval is called 'administrative approval 'and is, in 
effect, an order to the Public Works Department to execute 
certain special works, at u cost approximately stated, to meet 
the administrative needs of the department requiring the 
work. In other words, the administrative experts have to 
say-this work meets our requirements, and we do not con
sider that the cost, as shown in a preliminary estimate 
accompanying the design submitted for administrative sanc
tion. will be extravagant. 

(ii) Expenditure Sanction -This means that the expenditure on 
the proposed work is sanctioned by the competent authority. 
Expenditure on works beyond certain limits requires the 
previous sanction of the Finance Department, while in other 
cases the ·art of allotment or re-appropriation of funds 
operates as sanction to the expenditure. 

(iii) TecknirAil Sanotion.-Except for petty works, petty Tepairs 
and repair wol'ks for which lump provision hali been sanc
tioned, a properly detailed estimate must be prepared ior 
each work to be sanctioned by the competent authority. 
This sanction is known as the technical sanction to the esti
mate. and amounts to no more than a guarantee .1;hat the 
proposals a.re structurally sound and that the estimates are 
accurately calculated and based on adequate data. Such 
sanction is accorded by the Public Works Department and 
should, except in special cases, he obtained before the con· 
struction of the work is commenced. If, in working out 
the detailed estimates or during the construction of the work, 
it is found necessary to make anyimportant deviation from 
the design to which administrative sanction has been obtained, 
sueh sanction has al!IO to lie obtained to the deviation. 

(iv) Allotment mid re-appropria ion.-'fhese represent the provi
sion of a particul,u sum of money to meet expenditure on 
a specified object ; such provision is operative only for the 
official year 'or v;hich it is ma.de. 

613. ';upplementary and revised estimatea.-Even with the greatest 
thoughtfulness and a ~curacy it is not always possible to foresee every 
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thing that will be required 01' to frame an estimate which will not be 
exceeded. Therefore we have the rules :-" Any deveDpnibnt of a project 
t~ought nP,cessary while a work is in progress, which is not fairly con
tmgent on the proper execution of the work as first Mnctioned, must 
be covered by a supplementary estimate, accompanied by a full report 
of the circumstances which render it necessary". (Central Public Works 
Department Code. paragraph 96.) "A reviswi •estimate must be 
submitted when the sanctioned estimate is likely to be exceeded by 
more than 5 per cent." (Central Public Works Department Code, 
paragraph 69.) 

I J 

614. But the extra expenditure which has to be r,overed by a supple· 
mentary or revised estimate is often incurred before sanction can be 
obtained to these estimates. 'fhis nullifies the value of such estiml.ltea 
and, therefore, we have the rule :-"When any excess over a sanctioned 
estimate is foreseen. and there is likely to be unavoidable delay in the 
preparation of a revised estimat.e. an immediate report of the circum· 
stances should be made to the authority whose KRnction will ultimately 
be required ...... " (Central Public WorkR Department Code, para· 
graph 97). This' rule was first introduced a't the instance of the Secre· 
tal'y of State who devoted great attention to this question of excesses 
over estimates ; and its importance is manifest. 

615. When exceflses occur at such an advanced period in the construc
tion of a work as to render the submission of a revised estimate purpose
less, the excesses, if beyond the power of the Divi'\ional Officer to pass, 
are explained in the ~ompletion Statement or Detailed Completion 
Report which is mentioned in the following paragraph. 

618. Finally, a consolidated Complf!tion Statement is prept.tred 
monthly of completed works the actual expenditure on which is in excess 
of the sanctioned estimate by an amount which a Divisional Officer is 
empowered to paBK. But, in respect of completed works on which the 
outlay has been recorded by sub-heads, a Detailed Completion Report 
for individual works is prepared, instead of a Completion Statement, 
in the following ca~es :-

(i) when, if t.he work was sanctioned by higher authority, the 
total estimate has been exceeded by more than 5 per cent ; 
and 

(ii) when, if the work was sanctioned by the Divifiional Officer, 
the total estimate bas been exceeded by an amount greater 
than that which he is empowered .to pass. ,, 

617. The consolidated Completion Statement shows for each work 
the estimated amount, the outlay, and th\l exceb"s. In cases in which 
the Completion Statement is utilised instead of a revised estim!tte (s,.,e 
paragraph 615) the excess is set forth in sufficient detail to AAM'isfy the 
authority whose sanction is necessary. The Detailei'l Completion RepQrt 
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gives a compivison and explanation of differences between the quantity, 
rate and cost of tlle work executed and those entered in the estimate, 
The object of the Completion Statement or Detailed Complet.on Report 
is to enable the superior authorities to scrutinise the excess and to sane· 
tion it where it is reasonable. 

618. Audit of War.ts Expenditure.-Works expenditure is incurred 
in the utilisation of matedals and labour. Materials may be supplied 
from stores, or bought for the work, or provided by the contract.or. 
Store accounts are examined in Chapters 18 and 31. Work may be 
carried out by daily labour, by pi~ce-work (that is to say, work paid 
for at a fixed rate), or by contract. The last should bein writing and 
shquld contain stipulations as to the quantity and quality of work to 
be done, the time within which it is to be completed, the terms upon 
which the payments will be made, etc. Most contract works are carri
ed out by pett.y contractors who cannot wait for payment on comple
tion of work, and are therefore paid periodically according to work 
done up to date. Thus, whether payment is to be made for work on 
the basis of a contract or of piece-rates, prompt meael!rement is essen
tial ; and, of course, the accuracy of the recorded measurement of work 
done is the basis upon which rests the efficiency of the audit of works 
expenditure. l'he check by actual measurement is conducted entire
ly by the executive. It would be impossible for audit to take any part 
unleee it had a staff of mcasurers in every division in India to make the 
original measurements, or a staff in each provin'le to tour throughout it 
checking measurement.a. The sole check over these initial measure
ments is exercised by the Sub-Divisional or Divisional Officer, or by the 
Superintending Engineer, who verifies them either by making check 
measurements or by inspection. The expert knowledge of an experienc
ed Engineer enables him in many cases to detect any very gross over
measurements or overpayments on inspection and comparison with the 
recorded expenditure on the work. 

819. But executive authorities do not always realise the extreme 
importance of accurate measurement. There is a]ways liable to be a 
rush of expenditme in March, the last month of the financial yeo.r, 
&nd cases have occurred in which payments have been made on measure
ment reports submitted by subordinates whose journals, in which they 
recurd work qone day by day, indicate that, on the day on which the 
measurements were alleged to have been made, they were miles away 
from the site of the work. rSuch measurement reports have no value; 
and, if Audit detects such cases at inspections, prompt notice shou]d 
be taken of them. '' 

· 620. Qdntracts.-The purchase of stores, the execution of work, etc., 
are often done by c~ntract. For this purpose Government enters into 
a cuntract, or effects an agreement ;n writing with the person or body 
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concerned. Such a document contains inter alia s~ipuktions as to the 
quantity and price of stores to be supplied or work to be done and the 
time witllin which it is to be completed. As a general rule, such con
tracts should only be concluded after competitive tenders have firs~ 
been invited in the most public manner possible. 

621. The following general prin~iples app\i<lilble to contracts in
volving expenditure from Central Revenues have been prescribed hy 
tho Governor General in Council for the guidance of authorities who 
have to enter into contracts o~ a~eements :-

(i) The terms of a contract must be precise and definite, 1md 
there must be no room for ambiguity or misconstruction 
therein. ., 

(ii) As far as possible, legal and financial advice should be taken 
in tho drafting of contracts and before they are finally 
executed. 

(iii) Stam:tarcl forms of contracts 'lhould be adopted wherever 
possible, tho terms to be subject to adequate prior scrutiny . 

• 
(iv) The terms of a contract once executed should not be matf'rial-

ly varied without the previous consent of the competent 
financial authority. 

(v) No contract involving an uncertain or 'indefinite liability or 
any condition of an unusual character should be executed 
without the previous consent o{ the competent financial 
authority. 

(vi) Whenever practicable and advantageous. contracts should 
' be placed only after tenders have been openly invited, and, 

in cases where the lowest tender is not accepted, reasons 
should be recorded. 

(vii) In selecting the tender to be accepted the financial status of 
the individuals and firms tendering must be taken illto con
sideration in J1iddition to all other relevant factors. 

(viii) Even in cases where a formal written contract is not made, 
no order for supplies, etc., should be placed without at 'the 
least a written agreement as to price. 

(ix) Provision must be made in contracts fo.1 safe-guarding a,,,. -
ernment property entrusted to a cqntr~ctor. 

622. Audit has power to examine conti:aots 'and to bring, before t.J:ie 
Public Accounts Committee any cases where competitive tenciers have 
not been sought, or where high tenders have be~h accepted or where 
either irregul~rities in procedure h!Lve come to light. 

H 
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623. Audit-The audit of Public Works expenditure faUs under 
three heads :-

(a) audit in the central oflice ;· 
(b) audit by th& Djvisional Accountant 111 the divisional office ; 

and • 
(c) test-audit at the annual inspe<'tion of the divisional office. 

624. The audit of works expenditurn in the central office is <'OU· 

ducted mainly with reference to-

(A) the sufficiency of the authority for inmUTimr, the expenditure ; 
'(B} the accuracy of the cla!ll!i.fication of the chargPs against the 

works, persons, services and heads of accounts concerned ~ 
(C) the proof of payment to tho correct individual; and 
(D) the canons of financial pTOpriety ; 

625. The basis upon whicl• audit relies for exercising. the first check 
(A) is the technical sanction to detailed estimates. For this purpose 
the sanctioning authorities communicate their sanctions to the Audit 
Office either individually or in a consolidated monthly statement. These 
are scrutinised as explained in Chapter 14 above and noted in the proper 
audit reghlter. Unless, with the concurrence of the Auditor General, 
the Government com\erncd has specially desireq this, the Audit Office 
is not required to see whether a work has received the necessary ad
miniHtrative approval, or whether the amount of the technical sanction 
does not. exceed, without proper authority, the amount of the adminis
trative approval. Next it should be seen that expenditure sanction 
has been accorded for each work for which technical sanction qas been 
accorded, and that all special charges which, under the rules, require 
the sanction of an authority superior to the Divisional Officer are duly 
sanctioned by such authority. The expenditure incUITed on each work, 
month by month, js then posted against the sanction from the monthly 
accounts received from the division, and a comparison is made between 
the expenditure sanctioned and the expenditure actuaJly incurred. 
Expenditure not covered hy, and in excess of.' tianction is placed under 
objection until the necessary sanction is accorded or the expenditure 
unuer objectio.n is otherwise regularised by recovery, etc. 

628. The second check (B) consists in seeing (i) that, if the charge 
iii <lebitable to the i:ersonal .. account of a contractor, employe or other 
individual, or is rpcoverable from him under any rule or order, it is 
recorded as such in a pr,..scribed account so as to watch the recovery of 
too amoun'o due ; (ii) that the charge is classified to the proper heads of 
account ;0 and (iii) that the expenditure is incurred in pursuance of the 
pre~ise obiects for which the detail€\? estimate for the work was intended 
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to provide. The last item cannot be properly checked in the central 
-Office as the detailed estimatrs which define the objects on which ex· 
penditure is to be incuned are not available there. Charges are there
fore examined generally to see that there is no apparent misclassifica
tion; but the detailed check with estimates i.s left to the Divisional 
Accountant. • 

627. The personal account of the contractor is an important docu
ment. It is credited with the value of work done or eupphes made by 
the contractor and debited with the amount pai<l or stores supplied to 
him. Extracts of the ledger accounts are submitted to audit with the 
monthly accounts. ':I.1hese facilitate the exercise of the first item o~ the 
check mentioned above. Further they ensure that the ledgers main· 
tainecl in the divisions are kept up-to-date, and enable obvious em rs 
to be rectified promptly. 'fhe audit of these ledger accounts is not 
complete until they are test-checked at local inspections. 

628. 'l'he third check (C) consists mai~ly in seeing that a properly 
receipted voucner is sent for every payment. The responsibility for 
making payments to the person entitled to receive payment is left to 
the paying officer as in the case of almost all payments nut made by the 
Audit Office direct. 

629. The application of the canons of financial propriety has already 
been explained in detail)n Chapter 17. 

630. Besides these four checks, each voucher for payment on run· 
ning account is compared with the last bill to see that up-to-date and 
other figures which are dependent on the entries in that bill are correct. 
The arithmetical calculations of the bills are also checked to the fo1low
ing extent :-

(i) Final running account bills in yellow form ...... cent. per cent. 

(ii) Other vouchers ..•..•.•.... 10 per cent. 

As the arithmetical calculations of the vouchers are chec'<ecl com
pletely in the divisional .. office under the supervision of the Divisional 
Accountant, a percentage check in the central office has been considu
ed to be sufficient. 

0 

631. The Divisional Accountarit arid his furictions.-A trained Divi 
sional Accountant is posted by the Acco1mtant General tc, each divi
sional office to assist the Divisional Officer in the discharge of his respon
sibilities in respect of the accounts of the divioion:" The funrtior.s of 
the Divisional Accountant are three-fold :~ ft , 

(i) as accountant, - the compiler of the accounts of the divi
sion in accordance with. the prescribed rules an~ from the 
dd.ta furnished to him; 

B2 
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(ii) as primary auditor,- the representative of the Audit De
partment, charged with the responsibility of applyi&g certain 
preliminary checks to the initial accounts, vouchers, etc.; 

(iii) as financial assistant,- the general assistant and adviser to 
the Divisi~nal Officer in all matters i·elating to the acco11nte 
and lludget estimates, or to the operation of financial rules 
generally. 

632. The Divisional Accountant is e~ectcd to see that the rules and 
orders in force are observed in respect of all the transactions of the 
division. If he c~nsiders that any transaction or order affecting receipts 
or e!<penditure is sneh as would be challenged by the Accountant General 
i:£ the primary audit ent.rusted to the Accountant were applied by the 
former, it is his duty to bring this fact to the notice of the Divisional 
Officer with a statement of his reasons, and to obtain the orders of that 
officer. It will then be his duty to comply with the orders of the Divi
sional Officer ; but if he has been overrnled and is not satisfied with 
the decision he should at the 'same time make a brief nota of the case in 
the Register of Divisional Accountant's Audit Object\ons, and lay the 
regiater before the Divisional Offioer, so that the latter may have an 
opportunity cit.her of accepting the Divisional Accountant's advice on 
teconsideration and ordering action accordingly, or of recording, for 
the information of the Accountant General, his reasons for disregarding 
that advice. An object.ion recorded in this rer;ister is not considered 
as tinally cleared until it has been reviewed by the Accountant General. 

633. _The Divi~ional Accountant brings to the Divisional Officer's 
notice all instances in which subordinate officers exceed the financial 
limitations placed on their powers by the Divisional Officer or a higher 
authority. He may ·further be required by the Divisional Officer to 
undertake, on his behalf, such other scrutiny of the accounts of the 
receipts and disbursements of subordinate officers, falling within the 
Divisional Officer's own powers of sanction, as the latter may consider 
necessary. He is fUPthcr expected to inspect the accounts records of 
sub-divisional offices so as to check a percentage of the initial accounts 
and to bring defects to the notice of the Divislonal Officer. 'l'he results 
of this inspection are placed on recorcl for the inspection of th(J Account
ant General, ood any serious financial irregularities are reported at once 
to the Audit Office. 

634. As a primafoy auditor, the Divisional Accountant is responsible 
for examining the,accpunts returns of Sub-divisional Officers to see:-

(i) t.hat they have beeil received in a complete state ; 
' (ii) that all su.vis receivable are duly realised, and on realisation 

credited to the proper ,head of account, and also to the 
proper Ji'e?!fOnal account, if any ; 
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(iii} that the charges are covered by sanctions and ~ppropriations, 
• and are supported by complete vouchers setting forth the 

claims and the acknowledgments of the payees legally en
titled to receive the sums paid ; 

(iv} that all vouchers and accounts are a~tl:meticaUy correct ; 

(v} that they are in all respects properly prepared in accordance 
with rule; 

(vi) that all charges are correctly classified, those which are debit. 
able to the personal account of a contractor, employe or 
other individual being recorded as such in a prescribed 
account ; and u 

(vii} that on the basis of rates sanctioned by competent autho
rities and of facts (as to quantities of work done, supplies 
made, etc., or services rendered} certifie<l by responsible 
officers, the claims admitted for payment are valid and in 
order. It is not necessary that the Divisional Accountant 
should check personally the arithmetical accuracy of all 
vouch.:irs and accounts, but he is responsible that a cent. 
per cent. check is exercised effici1mtly under his supervision. 

635. It is one of the functions of the Divi11ional Accountant to see 
that expenditure which is within the competence of the Divisional Officer 
to sanction or regularise is not incurred as a matte: of routine under the 
orders of subordinate disbursing officers without his knowledge. 

636. The Divisional Accountant conducts the detailed audit of muster 
rolls, and petty vouchers which are not submitted to the ·Audit Office, 
and of all accounts of stores. 

637. He checks the works expenditure with the estimates to ensure 
that the charges incurred are in pursuance of the objects for whirh the 
estimate was intended to provide. In the case of works the expendi
ture of which is recorded by sub-heads (that is, items of work such as 
brickwork, etc.) the Divisional Accountant is responsible for checking 
the expenditure on each sub-head with the estimated quantity of work 
to be done, the sanctio:n:ed rate, and the total sanctioned cost, so as 
to bring tr> notice all deviations from the sanctioned estimate. 

638. Local Inspection.-The third heading under which audit is 
classified in paragraph 623 concerns the procedure under which th1..· audi~ 
conducted in the central office is supplemt!bted byi.the locai mspection 
of divisional offices. This duty is explained in Chap,ter 35. rfhe audit 
of Public Works Stores is explained in Chapte•.s 18 and 3J. 

III. w ORKS RECEIPTS. 

639. Audit of Receipts.-The fteceding paragraphs dea!· \\ith 'the 
audit of expenditure. As regards receipts, muc}i (~ for example the 
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Irrigation Revenue) is realised by the Civil authorities and adjusted 
through the accounts. ln such cases, the ordinary principles \·egarding 
the audit of receipts are applicable: See Chapter l~. Of the receipts 
realised direct by Public Works Officers, the most important are the 
rent.a of residential bJiildings and other services, and it is the duty of 
Audit to see, in respect M these, (a) that the standard rents are correct
ly determined in accordance mth rules 45A and 45B of the Fundamental 
Rules, (b) that the rent recoverable from each tenant is correctly cal
culated, and (c) that the rents due ,are. realised. 

640. In exercising the first of these checks the Audit Officer checks 
the capital cost and sees that the allowance for maintenance and repairs 
is a.Ccording to the scale fixed by the local Government, and is reason
able. In regard to the second check it has to be seen that the rent 
assessed is either the standard rent or 10 per cent. of the occupant's 
emoluments, whichever is less. ln cases in which the 10 per cent. limit 
has the effect of lowering the rent realised for the building appreciably 
below the standard rent, the. Audit Officer has to satisfy himself that 
the scale of accommodation supplied does not exceed' that which is 
appropriate to the status of the occupant. 

641. In some provinces the accounts of rents are not submitted to 
the Audit Office. In such cases the second and third checks are left to 
the Divisional Accountant, and a test check is exercised at the time of 
the annual inspectioD" of the division. The first gheck is invariably con
ducted in the Audit Office. 

IV. GENERAL PRINCIPLES IN REGARD TO LARGE CoNs'rRUCTION 
PROJECTS. 

642. Accounting principles.-The accounting rules set forth in the 
Public Works Account Code are not intended to cover the requirements 
of large construction projects. 'fhe form of the accounts, whether 
direct or poforma, which are to be maintained forthese projects (other 
than Railways, for which separate rules exist) must be governed by four 
main considerations :-

(i) The form of the project estimate ; 
(ii) The tequirements of the Engineer-in-charge to enable him to 

exercise adequate financial control during the construction 
period; • • 

(iii) The ultiJMte form of the Capital and Revenue Accounts to be 
maintained fsr tht! project after construction ; and 
' (iv) i'he form of 'lihe reportwhich theEngineer-in-charge will desire 
to write after the completion of the project, describing the 
•manner in which the work has been undertaken and the cost 
of the inaiu items of the work. • 
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643. As regards item (i), it may be theoretically ~oseible to pre
pare proj~ct estimates in such a. form that accounts maintained on the 
lines of t.6.e estimate would not only serve the purpose of item (ii) but 
would also be the basis on which items (iii) and (iv) would rest. It is 
however customary to prepare project estimates in a form which groups 
together under the head " general charges " all su"h indirect charges as 
Tools and Plant, establishment (other than that chlrged to works) 
interest, ancl all other miscellaneous charges, instead of allocating them 
in advance proportionately to the several units of the project. When 
writing his final report, howev~r, •the Engineer-in-charge will deF1ire to 
show the real cost Qf the work under each of the more important units 
of that work. For the purpose of hiiJ report, the Engineer-in-cb~rge 
may work on the basis of the sub-divisions of the work as they appear 
in the project estimate, or of the subRequent sub-divisions as detPrmined 
by the allocation to revenue-producing units of the capital at charge of 
the work. In either case, such a report of real cost by units must neces
sitate a corresponding ultimate distribution of all the indirect charges 
mentioned above. .. 

644. It might be feasible to overcome the difficulty of allocating in 
advance most of the "general charges" between the several units. 
But there are peculiar problems in the way of framing in advance an 
estimate, the component items of which shall correspond with the sub
division of the completed work into revenue-producing units, of the 
allocation of charges connected with (a) Special 11.'ools and Plant, and 
(b) Interest. ~ 

645. Special Tools ancl Plant.-Where Special Tools and Plant are 
used, or any la.rge labour-saving machinery, the question at once arises 
of the debit of a proportion of the capital cost to different unite of the 
project., The capital cost of the Special Tools and Plant will ordinarily 
be debited in the first instance to a separate head, and the question of 
charging depreciation on such account raises difficult issues. It is in 
some cases held to be impossible to calculate the depreciation, and to 
determine the relative utility to individual items of work, with sufficient 
accuracy to justify an attempt to clear this separate head by debit to 
units of the work. On the other hand the Jt~ngineer may desire that the 
cost of Special Tools and' Plant should be written off against the eeveNl 
works on "Which they are used, so that he may lmow the real cost o! the 
works and also exercise proper control over expenditum This cannot 
be done without the determination of suitable rates of depreciation <ln 
account of Tools and Plant and a reasonable estiwate of their residual 
value on the completion of the work. These have to be fixed by the 
Executive in consultation with audit. , , ' • 

646. In regard to the following matters the executive will ooneult 
audit, though the final decision rests with the · former :- • 

(a) What items of plant are to be regarded 'as "ord~ary" 'Bnd 
~at as " special". 
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(b) What J\ew of plant are to be depreciated and distributed and 
what a.re to be charged finally to Special Tools tnd Plant. 
In the latter case tho sale-proceeds will, of course, be credit
ed to the same head. 

(c) The life of the plant, the rate of depreciation and the residual 
va.lU». • • 

(d) The method of charging off depreciation, whether on a time or 
on an output basis. 

647. Interest ckarges.-The inter,est. charges on capital outlay are 
ordinarily met from General Revenues and adjusted periodically by debit 
to the accounts of the project. In exceptional cases, when the size of 
a project necessitates a delay of many years before it can"begin to be 
productive, special sanction may be accorded for the adjustment of 
interest during the construction period by an increase of the loan capital 
at charge. In either case, tho adjustment of interest as between the 
units of the project will follow the same lines as the adjustment of the 
capital at charge, for tho purpose of determining the allocation as be
tween those units for the purposes of the Capital and Re\renue Accounts. 

648. Audit.-A consideration of these general principles will make 
it clear that the initial accounts of such a project must follow the form 
of the project. estimate, and that audit must follow the same lines in 
order to ensure that financial control is being exercised by a comparison 
of expenditure with .the relevant figures in the project estimate . 

• 
649. At the same time it is essential that, as soon as possible after 

construction is started, a decision should be reached regarding items 
(iii} and {iv} mentioned in paragraph 642 above, namely:-

(a) the ultimate form of the Capital and Revenue Accounts which 
will have to be opened when the work has been coustructed 
and comes into operation ; and 

(b) the form of the report which the Engineer-in-charge will desire 
to produce on the termination of his work. 

650. Accounting will have to be so ordered as to prepare the material 
in a suitable form for both these purposes. So far as the latter is con
cerned, this is essentially work done on behalf of the Executive and is 
therefore subject to the orders passed by the Executive. For•the former 
the Auditor General has a definite responsibility. For the fulfilment of 
that responsibility, Audit must in this case also follow the form of the 
Accounts, to enabl~ the Nuditor General, on the completion of the 
project a.nd the closing of the Accounts, to satisfy himself as to the 
correct allocation of t:ti.e, oap~a.l at charge as between the separate work
ing units .• 
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CHAPTER 31. 

Stores and Stock Accounts. 

651. RespO'Jtsibility for ..4. udit in respect of Store11eand Stock Accounts.
The necessity for maintaining Accounts of St~res ane Stock arises, ns 
has been explained in Chapter 18, from the need for ensuring the safe 
custody and proper utilisation of articles held on charge for use in the 
public service. ' 

652. The Auditor General is not statutorily responsible for the audit 
of such accounts unless and until he is required by the Governor General 
in Council to undertake it under rule 12 of the Auditor General's R0ules. 
This responsibility is discharged through the Indian Audit Department. 

653. Priced and Unpriced Accounts.-I1ractirally eveiy departm<'nt 
of Government has charge of articles purcl1ased with Fublic money 
These articles may be broadly divided into (i) un11rieed and (ii) priced; 
and the responsibility of audit is as a gez&ral rule confinPd to the latter 
class. 

• 
654. Unpriced articles comprise those articles of stationery, furniture, 

office equipment, etc .. which are required for the administrative 11ur1-oses 
of an office. They are purchased in the first instance and stored in the 
office for use as occasion demands. The accounting procedure is sim11le, 
as only a numerical a~ount is maintained of each class of article, and 
(save in the exceptional duty of verification of ]furniture in the Resi
dences of High Officials} audit is not concerned in this matter except ns 
regards the initial charges, in regard to whirh the procedure has been 
explained in Chapter 29. 

655: With few exceptions, all articles fall under the head " Priced 
Articles" which are required for the activities of a Department in cases 
in which they are either purchased or manufactured and their cost is 
charged to a " Suspense Head " which in turn is relieved as articles are 
consumed. The accounting methods are somewl1at complicated in view 
of the fact that they include two sets of accounts, namely (i) llumericnl 
accounts, and (ii} priced 'accounts; and these two sets of accounts arc ia 
many ca~s maintained by different persons. . 

656. The general principles of audit of stores and "to1·k account11 
have been explained in Chapter 18. 1t remains now to explain the syst.:m 
of accounts maintained of the various clai.e& of sto~s and stock in resT1ect 
of which the Auditor General is required to arrang,. fur audit,. In this 
Manual it is only possible to deal with a iew o' them Ly way c.f illustra
tion. The examples chosen for this purpose are :-.-

(1) Public Works Store1:1. 
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(II) Stores and Stock Accounts of State Railways. 

(III) Stores •and• Stock Accounts of the Telegraph Rranch of the 
Indian Posts and Telegraphs Department. • 

A brief account is also given of the working of the Indian Stores 
Department which serves these three and numerous other departments 
of Government. 

(I) PUBLIC WORKS STORES. 

657. Administration and Oontrol.-Tbe general administration of all 
the stores of a Public Works Division., ub.der the headings, stock, tools 
and plant, and road metal, is vested in the Divisional Officer, on whom 
primarily devolves the duty of arranging, in accordance with the rules 
of th'b Government concerned, for (i) the acquisition of stores, (ii) their 
custody and distribution according to the requirements of works, and 
(iii) their disposal. 

658. The accounts of these stores are based on the fundamental 
principle that the cost of their acquisition should be debited direct to the 
final head of account concerrn1d or the particular work ior which they 
are required, if either of these can be determined at once ; otherwise, 
it is kept in a suspcm1e account pending clearance, as t'he materials are 
actually issued, by charge to specific heads of account or works. 

659. Maintenance of stock.-The stock of a division is sometimes 
kept in a single godown or yard in the charge of a storekeeper, or each 
Sub-divisional Officer may have a separate stock in his charge, either 
at his headquarters, or scattert•d over the sub-division in the direct 
custody of subordinates or other sectional officers. Again, the stock, 
although S<;attered over the entire division, may be in the general charge 
of a single officer, and the Sub-divisional Officers may merely indent 
upon him, he keeping all the accounts. 

660. Stores Accounts maintained by the Executive.-Briefl.y the follow
ing is the account procedure followed by Sub-divisional Officers who 
hold charges of stock. The Divisional Officer follows a similar procedure 
in regard to stock in his own charge. 

66L Two regi8ters of stock are maintained, one for receipts and 
another for issues, in which the transactions ~re posted as they occur. 
The receipt and issue transactions are then abstracted montlHy in the 
"Abstract of &tock H.eceipts" and" Abstrart of Stock Issues," sl10wing 
the sources from which the articles are received and the account head 
or work to which the issues ar.i to be charged. These are then submitted 
to the Divisional Offi~er, the entries being first posted in the Half Yearly 
Balance Return, wl!ich -is clos~d as soon as tho entries of the last month 
of the half iear have been made. These Registers and Returns represent 
onfy qua1tti\.y account~, the value accounts being ordinarily maintained 
.of t~e Divisional Offil!e. 
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662. These abstracts of receipts and issues are completed in the 
Divisional Office by valuing' the quantities and incoraorating adjust.. 
ments on account of manufacture operations and'incidental charges, 
such as tltose for carriage, loading and unloading of stock materials. 

663. llalf-Yearly Regi,ster of Stock.-The monthly transactions of 
stock of the Sub-divisions as brought out in the monthly abstracts of 
receipts and issues, together with those of the J)hisional Office, if any, 
are then posted in the Half-Yearly Register of Stoel. This register 
is divided into three parts. In the first part arc posted the quantities 
and the aggregate values of the total receipts and issues for each sub
head. The closing balances of•tht aggregate values of sub-heads are 
struck at the end of each half year. Their reconciliation with the 
accounts is effected through Part (II) of the register. Part (III) of the 
register is used for the review by the Divisional Accountant on the state 
of affairs of the stock accounts and for the orders of the Divisional 
Officer. 

664. Pricing of Articles.-All articles of stock are priced at the time 
of their acquisition, and a rate fixed at which they are to be issued.. In 
fixing the issue '!"ate the following factors a~ taken into account, subject 
to the proviso thQ.t the price should not exceed the market rate:-

(i) the original price paid; 

(ii) the cost of carriage, etc.; 

(iii) the expenditure on work-charged esta,blishment employed 
on handling 'and keeping the initial accounts ; 

(iv) the expenditure on the custody of stock; 

(v) the expenditure on the maintenance of the store godown or 
yards; and 

(vi) losses from depreciation or wastage. 

The intention is that the issue rate shall be such that there is no 
ultimate profit or loss in the 11tock account. At the time of closing the 
Half-Yearly Hegister of Stock the Divisional Oflicn takes OI'portunity 
to revise the is1me rate of the articles of stock on the basis of the rates 
prevailing in the marker, and this 11ece11sitates the adjustment of the 
difference•in the values of stock as worked out at the existing i11slle l'ate 
and the issue rate fixed for the future. 

665. Stock Verification.-In order to ensure that the stock consitits 
of eftir-ient and necessary articles, and tlfttt the "l.uantity halances as 
shown in the accounts are correct, the articles arc v~rified periodically, 
and any discrepancies are brought to the ooticepl the Divisional Officer. 
Necesqary adjustments are made on receipt of the orders of thtlcompetoot 
authority. 
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666. Accounts of Tools and Plant and Road Mctal.-The accounts of 
Tools and Pla1lt and of Road metal are ~omp1natively simple as only 
numerical accounts' are maintained, their value being charged to the 
final heads of accounts or works immecliatl'ly after their atquisition. 
In respect of Tools and Plant, the Sub-divisional Officer in charge of the 
articles mi~intains two accounts fo:r: recording the receipts ancl issues 
rt'spectively of these articles. The transactions appearing in these 
accounts are CO(lROli~a1'ed monthly in a yearly Register of Tools and 
Plant. At the same time the Divisional Officer maintains a register of 
Tools and Plant for each ~uh-division, which is posted from the monthly 
returns received from the sub-division~. Annually a reconciliation is 
effected of the closing balance in respect of each kind of article as worked 
out in these two registers. 

'567. In respect of road metal, the Sub-divisional Officer maintains 
a quantity account of receipts, issues and balances. A copy of the 
account is submitted monthly to the Divisional Officer. 

668. Audit.-The Divisional Officer submits monthly to the Audit 
Office an account of the Stores transactions of the month. The audit 
of these stores accounts consi~s mainly in seeing :- • 

(i) that the accounts of receipts of stores, whether purchased or 
otherwise acquired, and of their issues and balances, a.re 
correctly maintained ; 

(ii) that the articles are periodically counted andT~otherwise 
examined -to verify the accuracy of. the quantity balances 
in the books ; 

(iii) that steps are taken to dispose of unserviceable and surplus 
·.stores ; and 

(iv) that the system of stores verification adopted by the executive 
authorities is adequate and proper. ' 

669. The detailed check in respect of ( i) is left to the Divisional 
Accountant. The accounts of materials borne on stock are scrutinised 
further to see :-

(a) that the balance in hand does not exceed the maximum limit 
prescribed by Government and is dot in excess of require· 
ments for a reasonable period; • 

'(b) that tbt- materials are priced with reasonable accuracy, and that 
the current issue rates are reviewed from time to time, and 
revised when necelSal'y so as to keep them within the market 
rates; and 

• • 
(o) that action has ieen taken for the adjustment of profits and 

ltJsses due 1:19 revaluation, stock-taking, or other causes, and 
that these \re not indicative of any serious disregard of rule. 
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670. The Register,i; of Stock and Tools and Plant are audited in the 
audit office unless the Local9Govt>rnment prescribes otherwise. In the 
latter case the detailed check is left to the Divisidnal 'Accountant and 
test checb are applied at the time of annual inspection. The scrutiny 
of the accounts of road metnl is entrusted to the Divisional Accountant, 
and is similarly test checked at inspections. 

• • (II} STORES AND STOCK ACCOUNTS Ol' THE Sl'AT.i RAILWAYS. 

671. Administration and control.-The administration and control 
of the stores of a Railway a.re c1onductcd by the Stores department of the 
Railway, under the supervision M a. Controller of Stores. On him 
devolves the duty of ascertaining the needs of the Railway in the matter 
of materials and stores, and of armnging for procuring them in the v1ost 
efficient, economical and exp<'ditious manner possible. He is responsible 
for their receipt, ex1~mination and distribution to the various depots, 
for their custody while in charge of the Stores Department, and finally 
for their issue on requisitions received from authorise1l officials. Each 
depot is in charge of a store-keeper who is assisted by ward-keepers in 
charge of each 'Ward or section of the stor~ depot. 

672. The Stores department is not required to keep any general 
a'?counts of the stores transactions of the Railway. Its duties in this 
respect are limited to the maintenance of numerical records of stores 
~ stock and to the preparation of the initial documents of receipt a11d 
issue. 

• 
673. Supply of Sto;es.-Articles of stock are procured either (i) by 

purchases in India, (ii) by manufacture in the Railway Wor.kshops, 01 

(iii) by indent on the Stores Branch of the office of the High Commis
sioner for India. 

6741 Indian Purchases.-As regards the purchase of Stores in India., 
special rules have been framed by the Railway Board regulating the 
class of articles whose supply must be arranged through the agency 
-0£ the Indian Stores Department. Otherwise an Agent may arrange, 
by advertising for tenders, for the supply of stores required for the use of 
the Railway. 

675. Manufacture.-@crtain classes of materials required for the use 
of a Ra~ay, as for example, castings, duplicates, signal fittings, ecc., 
are manufactured in the Railway Workshops and brought on to stodc . 

• 
676. English Purcltases.-Articles of European manufucture are 

obtained on indent on the Stores Branch of.the office of the High CCJm· 
missioner for India. • 

677. Funds for Stores purchase1.-It 1UUSt be rAmemberetl that all 
Railway Stores are in the first instance brought on the Capiial Acco"mt 
.of the Railway. so that, if indents arc submitted "for stores £cir revenue 



206 

I 

878-685] STORES AND STOCK AClJOUI>."TS. [CHAP. 31. 

purposes, funds for them should be provided from capital in the first 
instance. • 

678. Issue o/ Sto,es.-Whcn Stores are supplied by the Store depots 
on indents, an issue note is prepared showing full particulll.rs of rue Stores 
supplied, the officer served, etc., and is receipted by the officer supplied. 

679. Numerical Account in the Store Depot.-The transactions of 
receipt and issue are posted, as they take place, in a numerical record 
called the "Carel Leng~." A separate card is maintained for each 
class of stores. The receipts" are posted from the Purchase Orders~ 
A<lvices of despatch of English Stores, etc:, while issues are posted from 
the issue notes. 

I 

680. Stores Transaction Returns to the Chief Accounts Office.-At the· 
end of each day's work, a memorandum is prepared of the day's transac
tionft and is submitted with the supporting documents to the Stores 
Accounting Section of the Chief Accounts Office. 

681. Revenue Mawenance Material.-For the purpose of ordinary 
maintenance, each Permanent Way Inspector is provided with an imprest 
of materials, the amount and nature of which is fixed by the Chief 
Engineer. .. 

682. District Sub-Depots.-Thc aggregate of the Imprests in each. 
District forms the District balance of materials, for wJiich the District 
Engineer must account. Further, where local conditions, such as distance 
from a regular stores depot, render it desirable, a sub-depot may 
be established at the headquarters of the District, where a limited supply 
of materials is kept, stiffi.cicnt to carry on norma 1 maintenance and to 
make recoupments of the District Permanent W o.y Inspectors' Imprests. 
The balance in these sub-depots forms imrt of the District balance of 
materials.·. 

683. The District Engineer arranges that a certain number of items 
are verified by actual count each month, so that the whole District stock 
is verified at least once every six months. 

684. District JYlaterial Account.-The Divisional Engineer consoli
dates these imprest accounts and sub-<lepot accounts in an abstract 
and submits to the Stores Section of the Chief Acco1mts Office a monthly 
District Balance Return of l1ermanent-way Materials. Separate returns 
are sent for new and second-hand material§. Separate numerical 
accounts a.re maintained in respect of materials obtained from ihe Store 
Depots for spe~fic work. 

685. Unserviceable Stores.-After Stores become unserviceable owing 
to depreciation, or ar& of obscYJ.ete pattern, or become surplus, they are 
not 11.llowed to remain long in stock. They are, if possible, adapted to 
present requirement:; b\i\, wh~ such action is not practicable, a special 
rep~t of all ,mch stores is made by the Controller of Stores to the Agent,. 
whose ord~rs are taken· as to the most economical way of disposing of 
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them. An Account of such 'of the surplus stores as th~ Agent considers 
to be of sufficient importance is kept in a su.rplus'stores list, and such 
Stores aJe retained for not longer than two years, before the end of which 
period they are either sold by auction or scrapped. All other unservice
able articles are either sold by auction or scrapped as soon as possible 
after the Agent passes orders. · 

• • 
686. Duties of the Chief Accounts Office.-It has <been explainetl in 

para.graph 672 above that the responsibility of the departmental authori
ties in regard to the Stores Accounts is limited to the maintenance of 
numerical records of stores iu st9ck and the preparation of the initial 
documents of receipts and issues. All other accounts work in connec
tion with the stores transactions, as for example, their valuation, alloca
tion of expenditure to works, etc., is carried out in the Chief Accounts 
Office. 

687. The work is done in a separate section called the Stores Accounts 
Section, which is located at or near the general stores magazine and the 
<>ffice of the Controller of Stores. This section is responsible :-

( i) for tll.e maintenance of priced stOres ledgers; 
(ii) for the•scrutiny and payment of all bills for purchases of stores; 
(iii) for the regular periodical reconciliation of figures in the different 

connected sets of books ; and 
{iv) for the maintenance of a regular anu effective system of stock 

verificatiou and proper investigation of all discrepancies 
which it brings to light. 

688. Pricing of Articles.-The receipts into stores are priced from the 
bills or invoices, while the issues from stores are priced from the published 
price ljsts of the Stores Department. The price entered in the lists for 
.any article is always based on the average price of that article as shown 
on the receipt side of the priced ledger. But that average price-other
wise called the Book Rate-will vary with every fluctuation in purchai;e 
price ; antl, as it is impossible to revise the published price libt according 
to every fluctuation of the Book Rate, a revision is made w!.enever the 
variation in price is serious . 

• 
689. St<Res Priced Le.dgers.-The Stores Accounts Section m.i.intains 

Priced L9edgers in which a separate account is opened for ~ach it~1 ot 
stores for which a separate card ledger is kept in the depot§. The postings 
in the ledgers are made daily,-(a) as regards receipts,-from the L<·cal 
Purchase Order Forms, the English '.OistribuW<in Statements, the 
Advice Notes of Returned Stores, and from !~sue.Notes for tra.:isfers 
between depots and receipts from wo:.kshops, and,-(b) as regards 
issues,-from the Abstracts of Issue Notes. The leclgers lri; balanced 
after each day's new postings as regards quantitiy, and as frequently 
.as is considered necessary by th~ local authorities in ,resped of 
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values. The balancing at the end of ea.eh month is completed as. 
regards quantitie~. rates and values. 

690. Reconciliation betwe.en Oard Ledger and Priced Ledgers.!!....Jt has 
been explained that the Chief Accounts Officer maintains priced ledgers. 
in respect of all the Stores of the Railway. It is, therefore, necessary 
to secure a complete reconciliation of the balance in stock as shown in 
the card ledgers \Vith 'th\lt shciwn in the priced ledgers maintained by 
the Chief Accounts Office. How this is done is explained below. 

691. As each card ledger for an item of stores is filled up, the Depot 
Storekeeper, or the Ward-keeper in cho.rgt: of each section of the depot, 
counts the balance of the items in stock and records the actual balance 
as the last entry on the card, for example " balance by actual count 
475.'" Any excess is brought on as a receipt and any deficiency entered 
as an issue. A new ca.rd ledger is then opened for the item of stores 
and the balance by actual count is brought forward. The completed 
card ledger is then sent to the Stores Accounting Section of the Chief 
Accounts Office for reconciliation with the priced ledgers. In the case 
of articles of stock where the.transactions are few, and Jong intervals 
elapse between the completion of each card, the verification by actual 
count. is done at such intervals as the Controller of Stores considers 
'un':isit.ole. In such cases the result of the verification of the balance 
is recorded on the card ledger which is sent to the Accounts office for 
verification. 

692. Stock V eri.ficatton.-Each class of .stores in the qustody of the 
Stores Department is verified once a year by a staff of stores verifiers 
who are under the administrative control of the Chief Accounts Officer. 
This verification is independent of and in a<l<lition to the periodical 
counts made by Ward-keepers. These stock verifiers also verify, at 
intervals of not more than two years, all Engineering materials with 
Permanent-way Inspectors and District Engineers, and, at intervals. 
of three years, the Tools and Plant of all departments of the Railway. 

693. Audit of StoreB Account.-It is the function of statutory audit, 
which is of the nature of supervisory audit as explained in Chapter 
32, to see:-

(i) that the acquisition of stores has been effected in tke most 
econ~mical way and in accordance with orders; 

(ii) that the quantity accounts of receipt, issues and balances oi 
articles woJ.lk up to ~nd agree with those shown in the Priced 
Ledgers;, 

Jiii) thai the value a.OOo~ts are correct, and that the allocation 
'bf debits to the various heads of account for the cost of stores. 
issued it1 cotrect : and 
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(iv) that the internal sys!em of checking the stores and the Store 
Accounts is satisfactory. ' ' 

694. Aadit has specially to see that the balances in the accounts 
represent all stores in hand, whether in the custody of the Stores Depart
ment or of other departments, and that stores are not unnecessarily 
charged off to works with the object of reducing the stores balances. 
Not only may such charging off of stores to wo\-k; pr111ent an inaccu
rate picture of the stores transactions of the Railway, but also, in the 
case of a Company-managed Railway, such action may affect the surplus 
profits due to the Company, and, jn the case of a State-managed Railway, 
it may affect the contribution to ihe depreciation fund, and thereby 
the contribution to the general revenues under the convention for the 
separation of Railway from General ll'inance. 

(III) STORES AND STOCK ACCOUNTS Oli' THE TELEGRAPH BRANCH OF THE 
INDIAN PosTs AND TELEGRAPHS DEPABTMF:NT. 

695. Administration and control.-The purchase of the stores of the 
Telegraph Bran<;h of the Indian Posts add Telegraphs Department, 
and their custody prior to their issue for consumption, is entrusted to 
the Stores Branch, supervised by the Controller of Telegraph Stores, 
who works under the direct administrative control of the Chief En
gineer, Telegraphs. 

696. The Department has a head depot at Alipore, two branch depots 
at Bombay and Karachi:o.nd sub-depots at other places. These depots 
work independently as regards stores accounts, and submit direct to the 
Audit Office their vouchers and returns r~lating to transactions in stores •• 

697. Account& ......... The Controller of Telegraph Stores is responsible 
that proper accounts are maintained in respect of transactions of receipt 
and issue of stores, and that the prescribed returns are submitted to the 
Audit Office. 

698. As in the case of the Railway Stores, the executive ?fficers in 
charge of Telegraph Stores maintain numerical accounts of the stores 
in their custody, while the value accounts are kept in the Audit Office. 
It must be borne in mind 'that whereas, in the oase of Railway Store11, 
the Accowlis Office is separate from the Audit Office, in the case of 1'011ts 
and Telegraphs the Audit Office is responsible for accoynting duties 
also. The numerica.1 accounts maintained by the executive officers 
consist of a series of stock cards, one being :rw.ainta.ined for each descrip
tion of stores. Each receipt or issue of stores is supported by a voucher 
of receipt or issue in the proper form. These transactiofls are then posted 
and the balance struck in the stock cards. "rhe ~ouchers relating to ~ 
store transactions of each day are submitted to the' Audit Offic6' on the 
second following day. 
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699. Pricing of .Articles.-The issue rltes, that is to say the rates 
at which articles of stock are issued to works, are revised from time to 
time, on the initiative of the Stores Accounting Branch of the Audit 
Office, as may be necessitated by important fluctuations of the Market 
rate, and 111re notified by the Contr9ller of Telegraph Stores. 

700. When a revi.11ed rate comes into force the Stores Branch of the 
Audit Office revfaes the' rate.of the articles as entered in its books, and 
makes a book adjustment for the difference. 

701. Stores and Stoclc-with the Divisional Engineers.-The Divisional 
Engineers and Sub-Divisional Officefs aL~o maintain stores constituting 
Maintenance Stock, and stores obtained for use on, and released from, 
works. 

702. Except for such stores as may be purchased locally, all storea 
are obtained from the Controller of Telegraph Stores, and their value 
is charged off direct to the works or services concerned by the Stores 
Branch of the Audit Office. Consequently, the value of stores in the 
Division does not appear in any initial accounts of the Division except 
when they are purchased locally. 

703. The Divisional Engineers maintain numerical accounts of the 
receipts, issues and balances of all stores forming part of the Maintenance 
.Stock, and of stores obtained for the execution of works. 

704. Unserviceable Stores.-Unserviceable and obsolete stores consist 
of (i) those released'from works or offices, e~,, and (ii) those which 
become unserviceable while in stock in Store Depots. The bulk of the 
former are sold locally by the officers in charge of works, and the accounts 
-of such sales form part of and are audited with the accounts of works. 
A few kinds of line material and all Apparatus and Plant are, however, 
returned to Store Depots for disposal. A Scrapping Committp.e is set 
up to deal with unserviceable or obsolete (i) instruments received from 
Divisions, and (ii) line material, or apparatus and Plant, borne on stock. 
·On the recommendations of the Scrapping Committee the articles are 
-either sold by auction or sent to the workshop as scrap. 

705 . .Audit.-A Branch of the Audit Office has been established in 
the Alipore Store-yard to deal with the accoun'ts, initial and final, of the 
-Store Depots. 'l'he functions of the Audit Officer in charge of.this store
yarll are thrre-fold. 

706. It has already been explained how, in his capacity as Accounting 
·Officer, he values th• receiptA, issues, and balances and maintains valued 
.accounts correspoJ:\dine; with the numerical accounts maintained in the 
.Store Depots, and links. up oo.d proves these valued accounts with the 
furancial.a&ounts of the money spent in the acquisition of stores, and 

-0£ the value of store~ consumed in the works constructed and services 
zentlered qy the Department. 



211 

CHAP. 31.] STORES AND STOCK ACCOUNTS. [707-714 
--------- -----

707. Secondly, he acts as the financial adviser to the Controller of 
Telegraph Stores in all mattef of Stores accounts and geperal finance. 

708. Finally, as an independent auditor, he is responsible through the 
AccountaAt General, Posts and Telegraphs, to the Auditor General, for 
the due discharge of the statutory responsibilities of that authority 
in the matter of the audit of expenditure and of stores accounts,-that 
all stores transactions that are reported to him .through the various 
accounts and vouchers are subjected to a vigorou' and sMrching scrutiny 
to ascertain whether all rules and orders of superior authority in the 
incurring of expenditure, realisation of receipts, and in respect of receipt,. 
custody and issue of stores, are.ful!y observed. 

709. Stock-taking and stock.wriflcation.-In order to secure efficiency 
in store-keeping, a continuous or progressive stock-taking is carried out 
by officers in cha.rge of stores in such a manner that all stores are com
pletely verified in the course of the year. The stock held in the Store 
Depots is also verified once a year by a stock-verifier working under the 
orders of the Audit Office. 

710. Discrepancies noticed in the course of stock-taking are reported 
to the authoriti,ls concerned and their orders obtained for the adjust
ment or write-off of the value of the excess or deficiency in stock . 

• 
THE INDIAN STOP.ES DEPARTMENT. 

711. Activities of tke Indian Stores Department.-It has been ex:-. 
plained in the foregoing41>aragraphs how the accourl'ts of stock are mu.in· 
tained in certain Government Departments and how they rmdergo audit 
scrutiny. These and other departments consume a considerable quantity 
of stores ; and, in order to procure these stores in the most economical 
way, a technical department called the Indian Stores Department has 
been established in India. A similar department is also established in 
London under the High Commissioner for India. 

712. The Indian Stores Department effects purchases for all Depart
ments under the Central Government, and for Minor Local Governments. 
Provincial Governments may also utilise the services of ~. Depart· 
ment to purchase the stores which they require. 

713. The department L.Iso purchases stores on behalf of the Indian 
States andt Publio Bodies on the condition that the oost of the stores 
(including the departmental charges) is deposited with the Government 
in the first instance. 

714. The function of the purchasing brlnches is to receive inde-r.ts. 
and to arrange for compliance with ~hem by pJac~g. oontrar,~ with 
supplying firms. Orders are placed m ooco~ce with the Rules. 
for the supply of articles required to be purcha&eq for the luJ>lic Su:
vice." 
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715. The Indian Stores Department holds no stock of stores of any 
kind. On receirt of an indent, supply is a~anged in one of two ways
-either by placing a ~eparate order for the stores demanded, or by com
bining the demand with others for compliance under a " run:ding " or 
" rate " contract. 

716. There are also Provincial PUTchase Officers located at Calcutta, 
Bombay, and Karacloi., These Officers receive indents up to certain 
monetary limits ~direct from .iudentors, and comply with them from 
sources within their local areas. 

717. The effect of the purchase of stores for the various departments 
of Government by this department ma}' be broadly summarised as 
follows:-

(i) They are procured in the most economical way. 

(ii) The locking-up of capital in stock is minimised. 
(iii) The wastage of articles, which would otherwise be consider

able, is much reduced. 

718. The Audit Officer, Indian Stores Department.-Payment for 
stores obtained through the lndian Stores Department is made by the 
Audit Officer, Indian Stores Department, Delhi, who is both Accounting 
Officer and Auditor of the Department. Indenting Officers may not 
make payment direct to the suppliers; but the Audit Officer informs 
the consignee of the payments made for the stores purchased on his 
behalf, so that the latter may take cognizance of the liabilities for the 
purpose of exercising \inancial control against provision of funds. 

719. Adjustment of A.ccounts.-In his capacity as Accounting Officer, 
-the Audit.pfficer, India.n Stores Department, raises debits for the cost 
of stores purchased through the Indian Stores Department by Govern
ment officers (and also for the departmental charges which are levied 
by the Indian Stores Department for purchase and inspection conducted 
.on behalf of Provincial Governments or for Army and Commercial depart
ments) agp.inst the Accounts Officer of the consignee in the account of 
the month in which the suppliers' bills are paid, and he sends to the 
Accounts Officer concerned, at the beginning of the second month after 
that to which the transactions pertain, exchange accounts showing all 
such transactions. The Accounts Officer acce:i'ts the debit against the 
account of the indenting officer and notifies the latter that he h81111 done so • 

• 
720. Audit.~The payments mentioned in para.graph 718 above are 

made by cheques after the bills have been pre-audited. The ordinary 
principles governing the aud~ of expenditure (Chapters 13 to 17) above 
are applicable to tli.ese. payments, special attention being paid to the 
audit of sanctions (Chapter 14) the scrutiny of contracts (see para
gral>hs 62') to 622), certificates of inspection, and certificates from the 
.con~gneea for their afceptance of stores. 
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CHAPTER 32. 

Accounting and Audit of Railway Receipts and Expenditure. 
a • 

!.-GENERAL ORGANISATION. 

721. Railways-A Central S'Ubject.-Under the Reforms of 1919, 
Railways in India were classified as a l'entral subject. As an exception 
to this, l'erte.in light and feeder kailways and extra municipal tramways, 
(as detailed in item 6 (d) of Part II of Schedule I to the Devolution 
Rules), administered by Provincial Governments, were classified as 
Provincial subjects. This Chapter deals with those Railways only which 
fa11 under the head " C.entral subjects". 

722._ Of the Railways in India owned by the State, some are worked 
by Government and some by Companies. Under both systems of work
ing, the Government of India have a financial interest in the results. 
In its Railway 11ystem, the Government of lndia possesses an extremely 
valuable propcrtJ, which earns a large but variable net profit on the 
considerable Capital invested in it. This awmal net profit forms part 
of the general revenues of India ; but, as will be explained, a convention 
has been established under which Railway revenues contribute annually 
an amount (fixed by a formula) to General Revenues, the balance being 
taken to the Railway R88erve Fund. • 

723. Railway Finance.-This convention, which was approved by the 
Secretary of State, and accepted by the Legislative Assembly, is tanta
mount to a separation, with effect from the accounts for 1924-25, of the 
finances of the Indian Railways from the general finances of the G.overn
ment of 1ndia. The most notable features of this separation were, firstly, 
the fixation of a definite annual contribution from Railways to general 
revenues, calculated with reference to the capital at charge of the Rail
way system and the profits earned by it ; and, secondly, the establish
ment of Reserve and Depreciation Funds for Railways. This departure 
was accompanied by considerable changes in the accounting system. 
Three of the most impo~ant of these were as follows. (i) Tht:. hea.l 
Working Bxpenses was debited, in respect of renewals and replacements, 
with the amount transferred to the Depreciation Fund dtll'ing the year, 
instead of with the actual cost of renewals effected. (ii) At the sama 
time, an important change was made in th11 allocatjpn between revenue 
and capital of the cost of replacing assets. Under the arrangement 
previously in force, Capital had contribute~ that ~hale only of the cost 
of replacement which represented an actual improvement in th1 effective
ness of the asset, the balance being a charge againSt revenue. 'the new 
arrangement allows the debit to C~pital of the fdll amount by which 
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the replacemeni; cost exceeds the original' cost of the asset whether or 
not improvement i~ effected.* (iii) The third radical change affected 
the head Interest. The price of certain Railways purcfiased by 
Government is in process of repayment by means of annuities, which 
naturally include elements both of principal and of interest. The whole 
of these annuities hitd previously been debited to revenue under the 
head interest ; b\1t, witll effe~t from the year of separation, the element 
of principal was taken as a charge against general balances and not against 
Railway revenues. · 

724. Financial control.-At the tiJ/le when the separation of Railway 
Finance was under discussion, the question was raised whether such 
separation would have the effect of weakening the control of the Fina.nee 
Department (Ordinary Branch). The answer to this lay in the fact 
that the Financial Commissioner, Railways, in his capacity as Financial 
Adviser, is the representative of and subordinate to the Finance Depart· 
ment. Nevertheless, the difficulty still remained that his control was 
to a large extent hampered by the fact that the Accowiting Officers on 
the Railways were in no sen,ite subordinate to him. Thill! there arose 
on the Railway side a problem similar to that which, ill its relation to 
Civil Accounts, has been discussed in Chapter 4 ; and an experiment 
was therefore made of the separation of Railway Accounts from Audit, 
on the lines explained in the following paragraphs. 

725. SepMation of Accounts from Audit.-In 1925, the Legislative 
Assembly passed a r08olution containing recommendations to the effect 
that:- 0 

(a) "The Auditor General in India shall be responsible for audit 
. alone. He should no longer be required to maintain the 
· accounts of Railways or to control their accounts staff. Such 
control should pass, not to the Railway Boa.rd as such, but 
to the Financial Commissioner of Railways. On each Rail
way system the accounting staff will be under the orders 
of the Financial Commissioner of Railways for the purpose 
of appointments, promotions, transfers, etc., reporting 
however, to the Financial Commissioner any difterences 
that may arise from time to time between himself and the 
Agent. Such differences shall in dd'.e course be made avail
able for inspection by the Standing Finance Committee for 
Railways. 

(b) "The accounts staff under the Financial Commissioner of 
• Railways 1, shall lerform duties practically identical with 

those hitherto undertaken on State-managed Railways by 
the accl;untd and .. audit staff under the Auditor General. 
lVhere the latter exercised an audit properly so called, the 

------~ .. 
•NOT11.-This change applies only to State-managed Railways, and not to Company. 

manat11ed Ra.il,W&Vllo 
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' 
new agency will conduct an internal che~k : but the nature 

•and extent of the scrutiny will be approximately the same in 
both cases. 

(c) " The Auditor General shall, in order tJ enable him to fulfil hie 
statutory responsibilities, be providet t-ith a sufficient staff 
to make a satisfactory audit of the work •of the Account 
Offices." 

726. The system was intro<luccq as an experimental measure on the 
East Indian Railway with e:ffect from the let December 1925. 

727. The results of the experiment proved to be satisfactory, and the 
Government of India sanctioned, with the approval of the Secretary 
-of State for India in Council, the continuance of this system as a perma
ment measure. The system was by degrees extended to other State 
Railways. 

728. The Financial Commissioner, Railways, in his capacity as the 
representative o'f. the Finance Department, took over the responsibility 
for the compilation of all the accounts for the Indian Railways from the 
Auditor General with e:ffect from the 1st April 1929. From this date 
a headquarters accounts establishment under the Financial Commis
sioner was created. 

729. This separation.secured, firstly an internal check-the primary 
function being to assist the executive-and secondly an external test 
check, called Statutory Audit, conducted primarily on behalf of the 
Secretary of State in Council, and secondarily to aid the Executive in 
their financial control and to assist the legislature. 

730. 'iSystem prior to separation of Accounts from Audit.-Before 
e:ffect wa.1:1 given to this separation of Accounts from Audit, the account
ing and audit of receipts and expenditure of Railways owned and "orked 
by Government was perfo:med by the Indian Audit Department. In 
all account and audit matters relating to Railways, the Ae<'ountant
General, Railways, was immediately subordinate to the Auditor General 
and was responsible to him for their efficient disposal. 

731. Sflbordinate to the Acco.mtant-General, Railways werti, (a) 
the Chief Auditors of Open Lines of State-\\o:ked Railways. (b) th& 
Audit Officers of State Railways under construction or survey by State 
Agency, and (c) the Government Examine1~ of Uailways Accounts. 

732. The Chief Auditors of those State Railways ~hieh werE' \\t~rked 
by Companies, tho..igh no~ directly subf>rdin&te to the 1\ccountant
Genera.l, Railways, were responsible for carrying out all infltructions 
issued by him, and for preparing and submittingeall accountB and.re
turns required by him. The funciion of the Government -Exaptlnets 
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of Railway Account&, mentioned in the Jast paragraph, was to exercise 
a supervisory audit in the form of a test-check of the audit wdrk carried 
out by the Chief Auditors of the Company-worked Railways. 

733. Statutory Audit after the Separation.-As a. result of the separa
tion, the Auditor Gtn6""al is no longer responsible for the compiJation 
of the Uailway ~cco1mts; bat he incorporaterJ in the Finance and Re
venue Accounts of the Government of India. the compiled accounts of 
Railways prepared by tlre Railway .Accounts Department in such form 
as he may prescribe. His responsibilit,. for the audit of the accounts 
of Railways is briefly as follows :-

(i) It extends, in respect of expenditure transactions, to all ex· 
penditure incurred in India ; 

(ii) In respect of receipts, it includes receipts of State Railways, 
whether under construction or open to traffic, and whether 
under the direct administration of the Stlte or of the Agency 
of a Company, "kl.eluding reoeipts reJating , to accounts of 
manufacture. It includes also the receipts of Company
owned Railways to the extent covered by the terms of their 
contracts or agreements ; and 

(iii) It includes stores and stock accounts, to the extent explained 
in Chapter 31. 

• 734. The Auditor-General also scrutinises, oh behalf of the LegisJa-
tive Assembly and the Finance Department of th~ Government of 
India, the correctness -of the Railway contribution credited annually 
to General Revenues under the convention for the Separation of Rail
way from General Finances mentioned in paragraph 723. 

735. It may be mentioned that, so far as Railway Accounts are con
cerned, Audit has no power of surcharge or disallowance, but is bound 
to bring to the notice of the Account Officer concerned all payments 
which are irregular or inadmissible. It is for the latter to initiate action 
in order to regularise the expenditure or to effect retrenchment. 

736. The audit work which is sununarised above is now entrusted' 
to the Director of Railway Audit, who is, in addition, respensible for 
the' preparatiQ,D of the Report on the Appropriation Accounts of 
the Railways compiled by the Railway Accounts Department. He al80o 
supervises the staff of the .Audit Offices subordinate to him and the 
work performed in t'b.ose offices. . ~ 

73'1. This Statutory .A.udil is a supervisory Audit, the main object. 
be"~ng to le&ure that t·he system of accounts used by the internal check 
authority of State-mtnaged Railways, and by the auditors of the Com• 
pa~'-marutged Railways, is correct~ that the method of ~heck ap-plied 
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I -• at every stage of the accounts is sufficient, that tM accounts are main-
tained a!d the checks applied with due accuracy, and that arrange
mehts exist in the Accounts Offices to ensure attention to the financial 
interests of the Railways on the part of all concerned. This object 
is secured by a percentage check to be applied to the vouchers and con
nected accounts records of the Accounts Offic.~ ~nd )Jy inspection on 
the spot of initial records and documents in the offices in which the 
transactions originate. 

738. For the efficient condoot pf Statutory Audit, the Audit Officer 
must acquire a detailed knowledge of the working of the whole financial 
system of Railways, and in particular of the Accounts work and of the 
methods of internal check as applied by the Accounts Officers. This 
knowledge can only be gained by personal experience of the work ; 
but certain of the main principles of Railway Accounting arc sum
Irulrised in this Chapter in order to indicate briefly the main features 
t.owards which the attention of a Statutory Auditor should he directed. 

739. Finan""al and Audit Control.-AJl receipts and expenditure of 
H.ailways owned by Government, whether State-managed or Company
mnnaged, form part of the revenue and expenditure of the Government 
of India, and are subject to the same principles of financial and audit 
control as other revenues and ~xpenditure of the Central Government. 

II.-ACCOT,NTING AND INTERNAL CHECK. 

740. Main diiisions.-The following paragraphs explain briefly the 
general principles under which the accoanting and internal check in 
regard to-

(A) Capital Expenditure; 
(B) Revenue Expenditure ; and 
(C) Receipts; 

are conducted by the Accounts Department in Railways owned and 
worked by Government. 

A . .--EXPENDITURE ON 0oNSTBUCTION OF NEW RAILWAYS. 

'i41. Provision of Funds for Capital expenditure.-The main sourct>a 
from which funds are provided for capital expenditure on Railways 
are:-

(a) Loans from current surplus general revJiDutS or cash bahnces 
accruing from previous surpl~ ; • 

(b) Amounts borrowed iu the open market ; tmd 
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(c) Debentke loans raised, with the approval of the Secretary of 
State, by Companies managing State Railways. 

742. Programme of Capital Ezpenditure.-The following procedure ia. 
followed in determining the programme of capital expenditure on Rail
ways. The entire aipount required for Railway construction expendi
ture in any year,., wheth~ on.State or Company worked lines, is set out 
in an annual estimate the limits of which are determined on the one 
hand by the funds which can be made available from the sources men
tioned in the preceding paragraph, 1-nd on tho other by the capacity 
of the Railways to spend the money profitably and economically within 
the year. Some time before the preparation of the budget for the next 
offi.cr.al year, a careful forecast is made of the probable requirements 
under these three heads; and the amounts which it is necessary to bo1-
row in England and in India, respectively, are then settled in rorres
FOndence between the Government of India and the Secretary of State. 
The amount for which the programme is to be prepared being decided. 
the apportionment of this am9unt between the several Railways, whether 
State or Company worked, and irrespective of the sources from which 
the funds are to be provided, is then settled by the ·Railway Depart· 
ment on estimates in which the Railway Administrations intimate their 
requirements for the ensuing yea.r. The programme of capital expen
diture is actually prepared on a three-year basis, but the provision 
required for each year of the triennium is considered separately in fixing 
the programme of the year. • 

743. All proposals for expenditure on the construction of new Rail· 
ways are _submitted for the sanction of competent authority supported 
by estimates; and ordinarily sanction is not accorded till such estimates 
a.re received and considered. 

744. Check against construction eatimate.-The construction estimate 
for a new Railway, after it has received the sanction of Government, 
becomes the authority for the Chief Accounts Officer to pass expendi
ture on the project up to the amounts sanctioned under the several 
heads and sub-heads of the estimate, and it is his duty to bring to the 
notice of the Engineer-in-Chief, or other adminll\tra.tive officer in charge 
of the work, the fact that the provision under any head or sub-head is 
being or ie likely to be exceeded immediately this becomes' apparent. 
For 'this purp086 he keeps a register in which is recorded from month 
to month the expenditure actually incurred against the sanctioned pro
vision under each h~d and !ftib-head. 

745. The EngiDter-in-Chief has power, subject to certain limitations, 
to transfer anticipated ea~ under certain heads to meet probable 
eueBBes \li:Aier others ... If any excesses occur which cannot be regularised 
by the Engineer-in-qhief, or if the Engineer-in-Chief is satisfied that 
thel\l is reg.sonable probabilitv of snch exceBBes occurring, a reference 
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must imrftediately be made to the Railway Board, accompanied it neees
sary by a revised estimate, with a full explanation of the ca.uses which 
have led to the excess. 

748. It is important that this should be dqnE\ as promptly as pos· 
sible, as the excess may require the sanction of the S•cretary of State, 
and any delay in obtaining this might result in the stoppage of work 
and consequent loss to Government, or in the Secretary of State's sanc
tion being anticipated, a COUI!le to which he, as the supreme autho
rity in whom is vested by statute the control over all expenditure, is 
much opposed except in cases of real emergency. 

747. Check against Budget Provision.-In addition to the coii.trol 
exercised over the total construction expenditure on a Railway. by 
means of the construction estimate, there is the further control to be 
exercised over the expenditure in any yea.r with reference to the budget 
provision for the year. As in the case of central expenditure generally, 
section 67 A of the Government of India Aet, which provides for control 
by the Indian Legislature over such expenditure, applies. Funds for 
the year for capital expenditure on all Railways are allotted to the 
Railway Board which distributes them among the several Railway 
Administrations. 

748. Distribution of funda between England and lndia.-The tutal 
provision for construction expenditure on a RaUway is divided into 
two parts-

(a) allotment for expenditure in India; 
(b) allotment for expenditure in England. 

749.• The latter is hypotheca.ted to meet the expenditure to be in
-curred in England by the Secretary of State, the High Commissioner 
for India, or the Home Boards of Indian Railway Companies, on the 
purchase of stores, for which indents have previously been sent forward 
-or are likely to be sent forward during the year. lt is LP.cessary to 
.control strictly transfers between the English and the Indian allot
ments, because of the affect such transfers have on the ca.sh baW.ncea 
available in England and in India. Consequently transfers between 
these all;tments cannot be made without higher sanction. , 

750. The English allotment placed at the disposal ot each Railway 
is divided into two classes, (a) works, a11d (b) general purposes. The 
former provides for expenditure debitable to workA for whicl: estimates 
.are required to be prepared; the latter provideJ for all other expendi
ture on stores required for the general purposes•of the Ra.ilwa.Y-. including 
.maintenance and repairs. Further details in rogard to tDi& are oon-
tained in Ohapter 31. u 

) 

'161. Oo'fl/,roZ over Oapit.al E~tlditure.-There are two niain objects 
in the close watch over expenditme against plOvision of fun~ under 
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the Capital account, namely to ensure on the one hand that 1 the total 
provision for all Railways shall not be exceeded, and on the other to 
minimi6e the lapses on the allotment_s of all the Railways combined. 

752. The Chief Accounts Officer accordingly sees that the amount 
allotted to the JWilw;y'is not exceeded, and assists the Agent and the 
Heads of Departments in the matter by issuing warnings to them as 
soon as the records show: that there is a poBBibility of an excess over 
the sanctioned allotment, or that P~!1ifon of it entrusted for expendi
ture to the Head of the Department concerned. He also brings to the 
notice of the administration the likelihood of any portion of the allotted 
a.mm.mt not being spent during the year, in order that the amount no 
longer required may be definitely surrendered fo Government to be placed 
at the disposal of some other Railway which is in urgent need of addi· 
tiona.l funds. 

753. The means by which this object will be attained are a frequent 
and critical examination of- .. 

(a) The compiled accounts of each month, and any. ea.rJier approxi
mate figures that may be available. 

(b) The progress of expenditure in England against indents sent 
forward for compliance. 

The responsibility for keeping the expenditure within the grnnt 
rests with the authority administering the grant. 

754. Check of expenditure in a constructicm divi..~ion.-The expt'nrli
ture brought to account by a Divisional Officer of a Railway under 
construction is audited on lines which approximate very closely to those 
which have been indicated in Chapter 30 above in respect of expendi
ture brought to account in an ordinary Publio Works division. 

B.-EXPENDJTURE ON OPEN LINES. 

755. Sanction, and provision of funds.-As in the case of lines under 
conRtrue~ion, before any payment can be ma8e, the work in respect 
of which the claim is put forward must have been sanctioned by com
petent authority, and funds must exist in the budget estimates of the 
year to cover the charge. 

756. Expenditureuon new works and improvements on open lines 
chargeable to capital is incurred against the construction estimates of 
works the cost of w'hicJi f>DlOU.~ts to Rs. 18 lalchs and over in each case 
an\'} aga.ina;. ordinary detailed estimates for works costing less than 
Rs. 18 lakhs each. A lump sum provision divided into allotment for 
e.x.~nditure in India and allotment £9r expenditure in England is made 
for eacli R&llway Administration to iheet the capital expenditure during 
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the finandial year on all the works, and audit against provision of funds 
is performed in accordance with 1hejprinciples described in Chapter 
15. 

757. As regards ordinary revenue expenditure, from the total sum 
voted by the Legislative Assembly for expenditure on .all the Railways 
during the financial year, a budget allotment is made by the Government 
of India to each Railway Administration to cover outlay of all descrip
tion during the year against w:Wch~ the Agent is competent to authorise 
all outlay subject to the condition that specific sanction of competent 
authority must be separately obtained to items of expenditure on es
tablishment or on works where under rules such sanctions are necessc1.ry. 
The fact of a charge which requires a special sanction having been in
cluded and passed in a budget is no authority for its payment. 

758. Payments, and Accounting.-The system of accounting for 
expenditure on open lines of Railways al'ises from the fact that depart
mental officers .have no concern with actual payment, whiuh is done 
in the Accounts office after pre-check of the bills. Thus the duties 
of departmental bfficers on open lines are as a rule confined to seeing 
that claims are correctly prepared both as to quantity and quality of 
work done, that proper records are kept of the initial transactions, 
and that hills are punctually submitted to the Acconnts officer for check 
and payment. .. 

759. The hills received from departmental officers, consisting of 
bills for pay and allowances, muster rolls, and contract certificates 
(or bills), for payments to staff, labourers, contractors, etc., are subjected 
to check in much the same manner as such bills in non-separated Au<lit 
and Accounts Offices are audited when received. 

760. In Railways in which the Divisional System has been introduced, 
the checking of these bills is entrusted to, and payment of them is made 
by, the Divisional Accounts officers. 

761. There is a modified form of check of Railway establishment 
hills, but the difference is.not sufficiently important to warrant detailed 
explanatio~. 

762. Before submission to the Accounts office, the bills, so far as they 
relate to Revenue charges, are posted into departmental allocation 
registers; and so far as they relate to Capit,al expenditure, mto the de
tained works registers maintained in district or ditisional engineermg 
offices. The object of these registers is to keep Hea..is of Departm~nts 
informed of the progress of expenditure against the estimates ,and allot
ments, and they are required to be sent to the Accounts oflica once J a 
month for reconciliation with the corresponding ollocation and works 
regist~rs maintained in that office, which are posted from tLe checked 
bills. 
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763. W orkslwp expenditure.-Workshop expenditure is reco~ded under 

suspense heads of the Capital account, which is relieved only when actual 
issues are made to Capital and Revenue works and services. The pri
mary business of t:be • workshops is to repair Locomotives, Carriages 
and wagons ; some of the sh.ops also manufacture spa.re parts, under
frarnes, etc. The actual cost of manufacture, is calculated and is trans
ferred to the accounts of the cons~ming department concemed. Here 
the essential functions of internal cb,,ckr are to ensure the correct calcu· 
lation of the cost of each job and to watch the recovery of this cost 
from the department or person for whom the work is done . .. 

784. All work done in a workshop except ordinary maintenance 
and repairs must be carried out against a duly sanctioned estimate such 
as is required in the case of engineering Capital and Revenue works. 
The estimates are, of course, treated purely as estimates, the actual 
cost of the work being <'harged to the departments concerned. 'When 
work is undertaken for private parties, the amount of tha estimate must 
be deposited before the work is taken in hand. Es~imates for petty 
jobs are not necessary within certain limits fixed by the Agent. 

785. Every requisition for work is accompanied by a Workshop 
order, so that the first essential account form is a Work Order 
Register, showing w9rk undertaken, the time taken in the completion 
of the job, and what the job has cost. The register is maintained by 
the Accounts officer attached to the workshop. 

788. Workshop expenditure falls under two heads
(a) Labour; and 
(b) Stores drawn from stock to be used in the process o'f manu

facture. 

787. For the accounting of payments to labour, a daily muster 
roll, an allocated abstract of labour, and a register of unpaid wages 
are kept. The muster rolls or labour pay-sheets are submitted to Ac
counts for payment, and the amounts due a.re carried into the allocated 
abstract of labour which shows the total d~ly expenditure against 
each particular job. The stores consumed in the process ·of ma.nu
facthre are in r. similar manner carried into an allocated abstract of 
stores used on each particular work. 

788. The charge&' against 'each job are collected together in what are 
known as Outtum Rtat.ements. 

789. Jn, addition to the direct charges for labour and stores, there 
are certain items of eipenditure of a general nature, known as 11 general 
char.gee " such as wages of mechanics, apprentices, mistries, bhisties, 
swee~t'B, gatekeepers,·. etc., which cannot be directly allOf-ated to any 
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particular job. Expenditure of this nature is distributed proportionately 
over the Blveral works entered in the Outturn Statement. 

770. These statements are then " accepted " by the departments of 
the Railways, or private parties, as the case may be, and the value of the 
work done is credited to " Workshop Suspense" .on the authority of 
such acceptances. 

771. The Account Officer attached to the workshop submits to th& 
Chief Account Officer monthly an Accow1t Current showing the state 
of affairs of the workshop, that i1, "'1tat the shop owes and what is owing 
to it. In order to carry the entries from the account current to the gene
ral books of the Railway, the transactions are passed through journal 
entries which are known as Capital Journal Entries and Revenue Joui'nal 
Entries. 

772. The balance of this Account Current represents· the cash and 
stores expended on jobs awaiting adjustment. 'fhis balance must be 
analysed and full details posted in a register to facilitate a regular and 
systematic clearii.nce of the " Workshop Suapense " Account. The proof 
of the balance must be complete at the end of each year and a certifi
cate to this efiect'given in the J4'inance Accounts. 

773. The check of recoveries is comparatively simple as the vast 
majority of these are from oth~r departments and the recovery in such 
a case is ma.de by book adjustment in the Account Office. The rule of 
prepayment for work lil:>ne for private persons sihlplifies the check of 
cash recoveries. 

C.-RAILWAY RECEil'TS. 

774. Sources of Revenue.-The revenue of Railways is ea.med almost 
wholly ftom the transport of passengers and merchandise, and is realised 
through the agency of booking and goods clerks employed at stations 
where the initial transactions are brought to account. Other sources 
of revenue are of minor importance. 

775. ·rn the preparation of Station Accounts, and Returr.:.q of Earn
ings, it may be mentioned that the Railway day commences and ends 
at midnight. The caleQ'1ar month begins at midnight on the first, 
and ends at midnight on the last day of the month. The main Station 
Accounts ;.etums are compiled for the complete month ; but to aqmit 
of the work of internal check being kept up-to-date a"nd distributed 
over the month, certain subsidiary returns and docurne11t.a are com
pleted up to and submitted for intermediate 'periods tf the month, namely 
(i) first to twelfth, (ii) thirteenth to twenty-fo'}rth. and (iii) twenty• 
fifth to the end of the month. . 

'176. The rates and fares in accordance with which traffic •i.., accepted 
have to be kept within certain maxima and minima fixed by Govern· 
ment. 
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777. In return' for payments received, Railways issue tickets or 
vouchers, differing in form according to the description of tra.Uic carried, 
which entitle the holders to the services of the Railway for the 
-0onyeya.nce of passengers or goods. These vouchers form the basis of 
the Railway accounts of receipts.· Only one payment is ma.de even 
if the services o.I more'than one Railway are utilised. 

778. Accounting of Rev~ue.-The Account Officers have to see-

(i) that the person to whom the s~vice is rendered pays the proper 
a.mount; •· 

(ii) that the Railw.ay servants receiving payment correctly account 
for the same ; and 

{iii) that, if more than one Railway renders the service, the receipt 
is properly distributed between them. 

779. Check tliat correct amount is paid.-In the case of passenger 
traffic, the first duty is facilitated by having the fare printed on the 
ticket in most cases. In the Chief Accounts office a· certain percen
tage of the a.mounts entered on the blank tickets and on the goods vou
chers a.re checked. It is further necessary, however, to ensure that 
110 passenger t.ravels without a ticket, that he does not travel in a car
riage of a class higher than that for which he has pa.id, and that no 
goods are allowed to be removed from the Railway until the cost of their 
carriage has beon paid. These have to be checled by travelling ticket 
inspectors and by officers inspecting stations. The former on some 
lines a.re under Accounts, on others they are under the Traffic Depart
ment of.the Railway. 

780. Check t}tat payments are duly brought to Account.-The second 
duty above-mentioned is performed by an elaborate system of account
ing. In the first place the tickets supplied to stations by the Chief 
Accounts office are, as a precaution against fraud, machine-numbered 
in progressive series. The station master or booking clerk is held per
sonally responsible for the stock of tickets in his custody and all mis
sing numbers which cannot be properly accounted for are placed to his 
uebit. 

781. The most important original record at a station is the Trains 
Cash Book fr"m which all other returns are compiled. Payment is 
made at the time of issue, either in cash or by credit note, for tickets 
i11Sued by station DJ.11.Sters. The amount so collected is entered in the 
daily cash book of the station, the receipts being classified under the 
various descriptio~ of•coaching traffic. When the cash book is closed, 
th~ cash iscpla.ced in the safe. 

782. Except in the case of stations which are required to remit their 
ean!ings direct to the local Treasury, the entire collect~one of the day 

' 
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represented by coin, cheques, currency notes, etc., are sent to the Cashier 
of the Ra.ilway by the first train passing the station in which a travel
ling cash safe may be conveyed after the day's work is finished, and no 
balance of cash may be retained by a station master without special 
-0rders. The money is sent under cover of a re19ittance note and the 
Cashier's acknowledgment is recorded with th~ statiien counterfoil of 
.the remittance note. 

783. Parcels Traffic.-ln addition to the "Trains Cash Book" a 
"''Parcels Inwards" book is kept 11p to record all parcels received at a 
tJtation for delivery whether the parcels are " Paid " or " To Pay ". 
The receiving station is responsible for the recovery of all underchug~s 
.on parcels before delivery and the entry of the recoveries in the Cash 
and Parcels Inwards books. · 

784. Coaching Returns.-The principal coaching returns submitted 
to the Acco11nts office are-

(i) Classification of Passengers . 
• 

(ii) Coaching Balance sheet . 
• 

185. The monthly Classification of Passengers shows the receipts 
of the month on account of :passenger fa.res collected. It is checked 
with the collected tickets sent. to the Accounts office, the main object 
being to see that the station has accounted properly for all tickets. 
The check is made by ~omparing the opening numbers of the current 
month's return with the closing numbers of the previous month's return. 
The highest number of each class of tickets issued is then obtained from 
the collected tickets, and the difference between the opening numbers 
and the highest numbers represents the number of tickets for which 
the station has to account. As regards the entries of blank card and 
paper tickets, these are compared with the reports of the ticket exa
mining staff at junctions and other stations and with the collected tickets. 
The credit ta.ken for non-issued tickets, and for half tickets remaining 
unissued at the close of the month, is verified by comparison with the 
tickets and half-tickets sent in daily and monthly respectively by sta
tions. Finally the rates are verified and the amount due is calc-.ilated 
with referet1.ce to the number of chargeable tickets. 

'186. The Coaching Balance Sheet enables a watch to ·be kept over 
the prompt realisation of outstandings. TJte debits consist of traffic 
earnings of the month, under charges, excess bookingl, and miscellanP.Ous 
transactions as detailed in the various returns submit~ by the station, 
and the credits of the cash sent to the Cas!lier, itnd any speci1l rmlditt. 
The be.Janee represents tho amount of outstc1,ndinss to be colleeted by 
the station, such as freight and demurrage charges 01.111undelivered parc~s, 
etc. All errors discovered in chec.king, and the correct ball.nc' aie 

I 



226 

187-790) ACCOUNTING AND. AUDIT OF RAILWAY RECEIPTS [CHAP. 32. 
AND EXPENDITURE. , 

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

intimated to the Station Master; and the next balance sheet of the sta· 
tion has to open with the " checked " or correct balance. • 

787. Goods Trqffic.-Although the forms used and returns prepared in 
accounting for goods receipts may differ from those used for coaching, 
the principles remain tli.&tBame. The money collected for freight is entered 
in the Goods Cash Book . .Goods are despatched under "Invoices", 
and the station is required to keep up" Goods Outwards and Inwards" 
books in which full particulars of invoices are entered. From these 
primary books returns are prepared and .mbmitted to Accounts together 
with the monthly "Balance Sheet", The principles to be observed in 
che'.1king Way-bills, Pe.reels, Returns and the Coaching Balance Sheet 
apply equally to the checking of Invoices, Goods Returns and the Goods 
Balance Sheet. 

788. Local and Through Traffic.-The internal check of all earnings, 
othe.: than those arising from foreign traffic of the State-managed Rail· 
ways and of the Bombay, Baroda and Central India Railway, is conducted 
in the Chief Accounts Office' of the Railway concerned. This traffic is 
termed "Local". Traffic interchanged amongst these Railways is 
termed "Clearing House traffic'', and is checked in' the office of the 
Director, Railway Clearing Accounts Office, Delhi. Traffic interchanged 
between the above-mentioned Railways on the one side and all other 
Indian Railways on the othet side is called " Foreign Non-Clea.ring House 
traffic ", and is also 'Ohecked in the Clearing AQ._counts Office. 

789. In respect of the local traffic, each station appends to its balance 
sheet, ~nd submits periodically to its Accounts Office, the following 
returns and documents in support of the entries in the Balance sheet :-

Fer goods traffio.-Abstracts and summaries of goods traffic for
warded. Abstracts and summaries of goods traffic received 
together with copies of the invoices received from the 
forwarding stations. 

For parcels traffic.-Abstracts and summaries similar to those render
ed for goods traffic, and also the copies of the received parcels 
way-Lills. 

For passenger traffio.-Classification and summaries of tic}cets issued. 
For rm'se>!Uaneous traffic.--Sucb returns and documents as are 

a1>propriate. 
I 

The station also submit.a to the Clea.ring Accounts Office, Delhi, similar 
statements in rest1ectr of the Clearing House traffic and Foreign Non· 
Clea.ring Bouse traffic. "' 

790. Railway Clearing Accounts Office.-The function of the Rail
way Clearing Accounc;a Office is to conduct the internal check of the returns 
from Stations of State-worked Ra';lways in respect of through traffic. 
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and the aqporfonment of all traffic inter~ha.nged between such Railways. 
It deals a1so with the apportionment of traffic interchanged with some 
<.:ompany-work,•d Railways. 

791. Briefly the detailed procedure fo1lowed in that Office is as 
follows :-A separate card is prepared for ea.ch irrv&ice llnd is ' punched • 
to show, intM alia, the total weight, the rate-mileage due to each Railway, 
and the total freight of the invoice. By sorting these cards on a basis 
which expresses the fractions of weight and rate-mileage due to ea<'h 
Railway in convenient units, v'a.ryfog from 1 to 9 for the purpose of 
multiplication, the Hollerith or Powers machines tabulate the freight 
due to each Railway for the total traffic originating from each station, 
or ea.ch group of stations treated as one station. All cards of the same 
single digit and relating to one st.e.tion, or group of stations treated as 
one, are passed through the machine at one operation, and the machine 
records the total number which is to be multiplied by each single digit. 
Thousands of cards of the same single digit are often handled in one 
operation. • • 

792. The abov1 procedure provides information which secures recon· 
ciliation of the traffic apportioned in the Division Sheets prepared by 
the Clearing Accounts Office with the entries in the accounts statement 
rendered by stations. This enables the Railway receiving Division 
Sheets to satiRfv itself, should it wish to do so, that the entire traffic for 
the period to which the Jii)ivieion Sheets relate has been included in them. 

793. The Clearing Accounts Office exchanges Division Sheets on b6half 
of the Railways party to it with the Account Offices of those Railways 
which have not joined the system of joint clearing accounts. 

794. The Clearing Accounts Office also submits monthly to the 
Account "Officers of those Railways which are party to it statements 
ahowing the amounts creditable a.s revenue, for inclusion in their respec
tive Traffic Books. 

796. Tra.ffto Book.-The Traffic Book is maint.ained separately for 
coaching and goods, and brings together, through the summary at tho! 
close of the month, the whole of the traffic earnings of a Railway, botb 
Local and Foreign, under the several prescribed heads of account!', 
namely Coaching, Goods, Steamboat, Telegraph and SundrieA. It 
shows also the opening and closing balances of the Home line stations 
and of the Chief Accounts Office with the various debits and credits of 
each, and it records the progress of adjustmellt of Tbr<iugh traffic tranBllc
tions with the lines with which it clet.1.rs traffic. It further snows the 
unadjusted balances on these accounts, wbjch slJould.be susceptible of 
verification with the balances in Registers of unaccounted In~icee aml. 
Way-Bills. From the Traffic Book the figures ol receipts un:Jer tho 
prescribed heads of account are carried into the Joulnal, and finallv iDto 
the qeneral iooks of the Railwaf. 

I :& 
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796. The Traffic Book consists of four distinct parts nam~y, A-the 
Cash or Balance Sheet part; B-Adjustment or Division:Sheet part; .0-
the Ledger account of all the Home line; and D-a.n abstract of earmngs 
and statement of be.lances. The items comprised in the first part, re· 
presenting amoµnts 0fdl' the realisation of which the Home line is re-
sponsible, are-- • 

(a) The entire Lo~I Coaching anq Goods Traffic. 
(b) Outwards " Paid " and linKarc!s " To Pay " Foreign Traffic ae 

under-
(i) Passengers. 

(ii) Luggage, Horses, Carriagt-,s and Dogs. 
(iii) Parcels, Outwards" Paid." 
(iv) Parcels, lnwaTcls" To Pay." 
( v) Goods, Outwards " Paid." 

(vi) Goods, Inwards " To Pay." 
(o) Telegraph traffic. 
(d) Sundries. 

797. The postings in Part A are made from Station Balance Sheet&. 
The Local and Foreign traffic entries are made against the station con
cerned in the columhs for the various claBBeB oi traffic (Coaching, Goods, 
etc.). 

798: Part B deals with the apportionment of all Foreign traffic and is 
posted from the Inwards Division Sheets and the Summa1y of the Out
w11.rds Division Sheets. The realisation on account of thro~h traffic, 
comprising the proportions due to Home and Foreign Railways, are credit
ed to the Suspense head" Foreign traffic for apportionment" in Part A 
and are distributed between the Home and Foreign Railways in Part B. 
It should of course be seen that the credits and debits balance each other 
and that the Suspense head is cleared, 

799. P11,rt 0.-The opening balances in this Part are brought forward 
from the previous month's Part 0 and the de'bits and credits to Foreign 
R,,.ilways and Private Companies a.re brought forward fr6m Part B. 
The payments to and receipts from Foreign Railways and Companies, 
either in cash or by transfer, are posted from the Register of Accounts 
Current, and the m.Iances ,forked out. The opening and closing balances. 
and debits and er.edits to Traffic Account, Account Office balance sheet, 
clauified according to ,'lleada of Accounts, are brought forward from the 
/Accouqt 'Office Balapce Sheet. With the transfer to Part C of the totals 
of Part B, the postings in the latter are completed and the grand totals 
uader Cqj:\ching, Goods, Telegraphl Sundries, Foreign Railways, Private 
Comrianies and Transfer transactions, etc., are taken h Part D from 

' I 
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which the monthly Journal entry is prepared for incorporation in the 
General 9Books. · 

800. P .i.rt D.-The first portion of this Part is described in the previ
ous para.graph. The other portions show the comparison between the 
ba.l&nces under" Traffic Account, Foreign RailwaJs and Deposits Private 
Companies " as brought out in the Traffic Book and the General Books. 
Differences should exist under Traffic Account only as the result of cash 
in transit, that is to say, station cash for which credit has been allowed 
to stations in one month but w11ic4 has been received and included in the 
General Books in the next month. The bala.nceR in favour of or against 
each Foreign Railway a.re alRo detailed and compared with the i:.orre
sponding balances in the T. A.-6 and T. A.-6A Registers. 

801. Travelling Inspectors of Acoounts.-The check exercised by the 
Chief Accounts Office is limited to an examination and comparison o( the 
returns, etc., sent in by stations. In order to exercise a check at stations 
over the initial accounts which do not come under the scrutiny of the 
Accounts Offioe a special staff of lnspootors is maintained. These 
Inspectors are constantly moving along the line and are required to devote 
their attention tO seeing that the books and records are kept in a proper 
manner, that the cash arrangements a.re in order, and that irregularities 
taken up receive prompt attention. 

III.-STRUM'URE OF RAILWAY ACooUNTS. 

802. Main Headings of &ilVJay AcoountR.-The Account& of Rail· 
ways comprise :-

(i) Account of net gain or wes on the working of State Railways 
as a whole; 

(ii) Account (a) of Railway contribution to General Revenues, and 
(b) of amounts accruing to Railway Reserve Fund ; 

(iii) Capital Account ; 
(iv) Revenue Account ; 
(v) Account of Interest charges ; 

(vi) J)epreciation Fund Account; 
(vii) Railway Reserve Fund Account; 
(viii) Account of Miscellaneous Railway Receipts; and 
(ix) Account of Miscellaneous Railway expenU!ture. 

These are explained in the following ~ragrapbs. • 
803. Account of net gain or Zoss on t},; worlring of State ilailways,

This is the main account, and all other accoun~e work up to it. It 
brings together the capita.I at charge of each Raiftvay which is finaaced 
by Governllijlnt and the net revewt, reeeipts of the year, and' fro111 these 
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• ' T fi l deduces the percentage return on the ~pit.al at charge. h~ na ~et 

gain or loss to Government on the finanmal result.a of the year l working 
is then worked out for each Railway; and lastly the final net gain for 
all Railways, and the contribution to General Revenues. r "'_..ti.~ 

804. Aooount of Ormtnbution to General R.m1e111ues, and of amou'llts 
OCM'uing to Railw'ay R611eroe .Eund.-This account sets out in detail the 
method of calcuU,.tion adopted for arriving at the amount contributed to 
General Revenues, and to the Railway ReRerve Fund, under the conven· 
tion for the separation of Railway firu..nc\!s from General finances. 

805. The main points in the constitution of this contribution and of the 
Reserve Fund are :-

(a) The General Revenues receive a definite annual contribution 
from Railways, which is the first charge on the net receipt.a of 
Ra.ilwa ys. 

(b) The contribution comprises a percentage on the Mpital at charge 
of Commercial Lines (excluding capital contributed by 
Companies and Indian States) at the end of 'the financial year 
next but one preceding, plus one-fifth of any surplus profits 
remaining after payment of this fixed return, subject to 
certain conditions in the event of Railway Revenues being 
ineufficieni to provide the percent.a~ in any given year on 
the capital at charge. The interest on the capital at charge 
of, and the loss in working, Strategic Lines, are borne by 
General Re'f'enues and are consequently deducted from the 
contribution so calculated in order to arrive at the amount 
payable from Railway to General Revenues each yar. 

(c) .AJJ.y surplus remaining after this payment to General Revenues 
ie transferred to a Railway Reserve, subject to certain Jimita .. 
tions if the amount available for transfer to the Railway 
Reserve exceeds in any one year three crores of rupees. 

806. Capital Account.-This .account sets -out in det.ail the capital 
expended on the coDRtruction of Railways from funds provi-:led in the 
Rai!way Pro~amme, whether on the direct responsibility of Government 
or against cap1tal contributed. by Companies and Indian States, and to 
this is added the expendit"Qre separately met from General Revenues, 
working to the totifl construction expenditure on Railways. Finally it 
deduces the capital at charge of each Railway, on which the percentage 
of the retpn of net &,ventftl Receipts ie calculated. The Account of 
dpital at charge is brought up to date every year by the inclusion of 
actual expenditure incurred against the year's programme of capital ex· 
peMiture. 
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807. Revenue Account.-This account shows ~ detail the grpss 
Revenue!Receipts, Working Expenses and Net Revenue Receipts. The 
main sources of revenueJhave already been indicated in this Chapter. 
The working expenses comprise a.II expenses not chargeable t.o Capital 
Account ; and .. include the total figure of interes~ on Capital outlay aa 
worked ~out jin the ;,Interest Account. The contribution from Railway 
Revenue ;t.o the Depreciation Fund, and athe expenditure incurred from 
that Fund on renewals and replacements, are exhibited separately under 
Working Expenses. The latter,. as an appropriation from the Deprecia• 
tion Fund, is deducted to bring out the final charges to working expense& 
on account of depreciation during the year. 

808. The difference between Gross Revenue and Working Expense& 
l'epresenta 1the net revenue. 

809. Account of lntereat Vharges.-This Account bears the liability 
for interest, etc., on the entire capital at charge of Railways. It shows:-

(i) The interest on debt, that is, on specific loans raised by the 
Go\Wnment of India Ol' the Secretary of State, and on the 
outla:y that baa been met from non-specific debt or from 
Revenue or from other sources ; and 

(ii) The interest on Share Capital and Debentures contributed by 
the Working Companies. • 

The total amount und'1' this account is finally cllarged to the Railway 
Revenue Account as explained in paragraph 807. 

810. Depreciation Fund Acoount.-On the separation of Railway 
from General Finances, a Depreciation Fund was started with eflec1i 
fTom lat April 1924, to provide for the cost of renewing certain units of 
wasting•assets. The Depreciation Fund Account sets forth the amount 
received into and withdrawn from the Depreciation Fund during the 
year, and also brings out the balance in this Fund at the close of the year. 
(See also paragraph 807.) 

811. Reserve Fund Aocount.-This Account sets forth th'= a.mounts 
received into, and withdrawn from, the Resen-e Fund during the year, 
and also brings .out ~the t»alance in this Fund at the close of th.e year. 
The receii>ts are obtained in :the manner explained in paragraph 305 
above. Amounts may be witl1drawn from this Fund iii the eveilt of 
current net revenues being insufficient for the payment of the annual 
contribution to General Revenues ; to provide, if qecessary, for arrean 
of depreciation and for writing down and writing off of capital i and to 
strengthen the financial position of Railways in··orch' that the service 
rendered to the public may be improved aiid. rates and fares.piay be f8-
duced. ' ~ 

812. The Railway Reserve may also be used for temporary borrow,ngs 
for t~e purpqpe of meeting expenditare for which there is no vrovision or 
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insufficient prov\siod in the Revenue Budget estimates, subject to the 
obligation to make repayment of such borrowings out of th& revenue 
budgets of subsequent yean. 

813. Aoomcnt of AlisireUaneoua Reoeipta.-This account sets forth the 
interest ancruing on the balances of the Uailway depreciation and Rev.enue 
Funds and otht>r_ Mis~etlaneoua receipts which cannot be allocated t.o 
specified Railways. 

814. Aooouflt of Jlfisr.ellaneous Expenditt1re.-This account sets forth 
the expenditure incurred by Goverm:qcni on certain items which cannot 
be allocated to specific Railway!\ such as outlay on surveys which will be 
transferred to the cal>ital account on the line being constructed ; and 
the 'net cost of the control exercised by Government over Companies 
through the Railway Boarcl., the Director of Railway Accounts, etc., 
as reduced by recoveries made from the Companies in respect. of the 
same. 

IV.-RELATION BETWEEN GOVERNMENT AND COMPANIES 
WORKING STATE UAILWAYS ... 

815. Original <J<m.tracts.-We have so fur considered the Accounting, 
internal test check, aud audit of the transactions of State-managed Rail
ways. It now rema.inR to consider those State-owned Railways which 
are worked by Companies, and their relation with Government. 

816. The first Railways built in India were constructed and worked 
by Companies under a firm guarantee from the.Secretary of State of 5 
per cent. on the Capital and a fixed rate of exchange. In return he was 
to ta.ke a half Rhare in the surplus profits. 

817. The guaranteed interest and rat.e of exchange resulted in con· 
siderable losses to Government. Advantage was accordingly taken of the 
provisions of the contracts under which these lines could be purchased, 
either by cash payment or by means of annuities terminable after a 
number of yearR, and all such Railways are now the property of the State. 
Some of the purchased lines are being worked by direct State agency: 
while the management of the others has been entrusted to working Com
panies constituted under contracts the conditions of which are much 
more favourable to Government than those m4de with the earlier Com
panies. The position of Government with respect to these Companies is 
that Governm~ut are the owners and lessors of the. lines, and the Com
p.ln~es are the working agents or lessees. 

S18. Existing co1'(racts.-~he broad features of the contracts conclud
ed with such Com~ni?8 are :-· 

(i) That the Com~ny shall have a small amount of share capital 
'in the con.earn, on which interest at rates varying from 2 to 
3l per capt. is guaranteed by the Secretary of State out of 
the revenues of India. 
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(ii) .That the Company shall receive a share of the surplus profits 
earned by the Railway after meeting all payments for interest 
on the Capital at charge, such share being based either on 
some fixed proportion, or on the amount of Capital contributed 
by Government and the Company, respectively. 

(iii) That all sterling transactions shall be tak0en to account in 
rupees at a definite rate of exchange. 

(iv) That the Company shi;i.ll keep the undertaking, its rolling stock, 
etc., in thorough repair. and in good working condition, to 
the satisfaction of the Secretary of State. 

(v) That on the determination of the contract Government' will 
repay to the working Company the amount of it,s share capital 
at par. 

819. Points on which Government have to protect their i11terest~.__,. 
These conditions govern the nature of the control to be exercised 
by qovernmeut over the operations of suclt. Companies. The Government, 
in addition to t~eir interest in the correct divit1ion of profits, are concerned 
to see that the property, of which they are the owners. is kept in good 
condition and repair, and that all fresh capital put into the line is profit
ably and eoonomically spent. The Companies, on the other hand, are 
concerned merely in making the most of the Railway as a dividend earning 
investment during thQ limited period of their tehure. 

820. A close check and supervision is accordingly required on belialf 
of Government in the following directions :-

1 
(a) To ensure the proper upkeep and maintenance of the Railway, 

so that, on determination of the contract, it may be hanJed 
back in as good condition as when it was made over t:> the 
Company. 

(b) To examine all ptoposals for fresh expenditure of capital, and to 
check any tendency to extravagance in that direction. 

(c) To watch the t>roper application of funds to Capital purposes 
for improvements, and to Revenue purposes for upkeep and 
maintenance. 

(d) To verify the correctness of accounU! and of the division c>f 
profits. 

821. The first of these checks is exercISea tnrougn the G9vernment 
Inspector, whose duty it is to carry oui a periodidal inspection oi the 
permanent way, W()rks, rolling stock, etc., and to cei:tify at. the cio~e !lf 
each half year that the undertaking has been k'ept m thorough repe.1t', 
and in good working condition. Such an inspect1on is primarily re,qui:· 
ed. ~ the i.Pterests of the public dfety under the Railways Act, but the 
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• certificate then giveh also serves the purpose of the claust>..s in the con-
tracts relative to the maintenance and ~upkeep of the undertaking. 

822. The second check is :exercised through the examinatio:ii_o....,,f,...es.....,ti· 
mates, to ensure that sanctions hav~ been accorded by the competent 
authority. • 

823. Duties off:1overnmttnt lxaminers.-The third and fourth checks 
are exercised primarily by the Government Examiners of Railway 
Accountll. (See paragraph 732.) The sphere of Government Examiners' 
duties was strictly limited from the y.eai 1915, when a considerable re
duction in the scope of Government Examiners' functions was effected 
by r~quiring them to restrict their activities as much as poBBible to those 
points at. which the interests of the Government diverged from, or were 
antagonistic to, those of Companies. 

824. Little or no irregularity of a serious charact.er was thus brought 
to light in the case of the Company-managed Lines. Indeed, this was 
only to be expected in view of the fact that Company Auditors are not· 
allowed to exercise higher a.ud.!1 functions, or (as it has bllen expressed) 
'' to criticize the administration to which thev are subqrdinate". This 
became noticeable in recent years, and it was f~lt that the time had come 
for an enlargement of the· scope of statutory audit in those offices. 

825. An extended audit was then applied to cert.a.in Company-manag
ed Lines a.a an experim~ntal measure, and the results fully established the 
necessity of extensive audit on behalf of the Secr&ry .of State, and the 
incorrectness of the assumption that, where the interests of the Companies 
and those of Government coincided, the internal check might be left 
almost entirely to the Companie11' Audit.ors. 

826. The principal feature of the extended audit by the Govemment 
Examiners has been the pro'9'ision of a minimum amount of continuous 
test check at headquarters and at all workshops and stores depots, and 
more close attention t.o the inspection on the spot of initial records and 
doc1unents in the offices in which the expenditure originated ; or in other 
words a considerable extension of local audit, accompanied by a reduction 
of central audit. The system has since been e¥end.ed to all the Com-
pany-managed Lines. • 

827. The Government Examiners are still especially required to watch 
the int.ereHts of -OOvernment where such interests are divergent from 
those of the Companies. This. applies in particular to the correct allo
cation of expenditure !Jetween Capital and Revenue, on which t-00 much 
stress CADJl.Ot be laid,.einqe improper loading of the capital account means 
that the Co~a.ny gets an .d.valltage on the Revenue side at the expense 
of a' permv-nent burden. cast upon Government. Again, it sometimes 
h_appens that there may. be a conflict of opinion between the Government 
E'll'ia.nfiner al\(i the Company's officers~l\S to. the interpretation of som·e . 
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clause in the contract which is obscurely worded: In all these matters 
he is ilhe immediate representative of Government, who have to rely 
largely upon him for the due safeguarding of their interests. Thus his 
task is a very responsible one. 

V.-RELATION BETWEEN GOVERNMENT .4,ND PRIVATE 
COMPANIES. 

828. Branch l..ine Companiea.-A similar but less stringent audit; 
control is exercised by Gove1nment over the transactions of Branch Line 
Companies, which are privately owned. These transactions do not pass 
through the Government accounts at all ; but Government is indirectly 
interested to the extent of the guarantee of interest on rebate, a share i~ 
the surplus profits, and a right to purchase the line on expiry of the period 
for which the contract is to run. The audit on behalf of Government 
is therefore confined to a periodical test of the Company's accounts, and 
a scrutiny of all estimates for Capital expenditure. 
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Posts and 1Tulegraph1 Accounts and Audit. 
I 

• 

[CHAP. 83. 

829. Audit of Expenditure.-Much of the expenditure in the Indian 
Posts and Telegraphs department is on account of pay and allowances, 
contingencies and works ; and the au9.it' procedure described in the 
relevant chapters above applies to such expenditure in this department 
also. !l'his Chapter deals with those branches of the work of the depart
ment which are distinctive. 

830. Audit of Receipts.-The major portion of the receipts of the 
department is derived from postage and message revenue which accrues 
chiefly from the sale proceeds of stamps. Stamps are sold at Civil 
Treasuries, either direct to the ,pullic or to vendors, and the necessary 
credits are afforded to the department through the Civil Accounts. 
Lump sums representing the local Governments' shares ef the value of 
unified stamps used for revenue purposes are transferred annually to the 
credit of the Provinces under the head " VII-Stamps". The duty of the 
departmental officers is confined, therefore, to seeing that stamps of the 
proper value are affixed, to letters, parcels, and telegrams, and that all 
stamps are properly defaced with date stamps so 1fuat they may not be 
available for use again. In the case of the Telegraph Branch, however, 
the Check Office at Calcutta undertakes a test audit of the messages 
transmitted throughout India and Burma to see that stamps of the proper 
value have been affixed and properly defaced. 

831. Postage on postal articles and State telegrams is, subject to 
certain conditions, also paid by means of impreasions of franking machines. 
An account is maintained with each licensee of a franking machine show
ing the amounts of postage paid by him from time to time, in respect of 
postal articles or charges on state telegrams or both. The executive is 
responsible for seeing that the postal articles arvi state telegrams have 
been franked by the licensee and that systematic under-payment is not . . 
gomg on. .. 

832. In some large Telegraph Offices where National Cash Register 
Machines have been i\jstalled br rapid booking of telegrame the cost of 
telegrams is collected in casb. 

S I 

833. In certain cases,.telegstams are accepted without prepayment. 
Pri\tate telegrams ma.y .be booked without prepayment if the sender has 
depo1ited with the Tel~aph Office an amount varying with the number 
of hlk mesSJges and the intervals at, ,which the accounts are settled. 



CHAP. 33.] POSTS AND TELEGRAPHS ACCOUNTS AND 

AUDIT • 

237 

[ 834-836 

• A. eimila.r provision exists for Press telegrams. Jn Uie case of private 
telegrlijllS, bills are prepared by the Telegraph C>ffice, copies of which 
are checked by the Telegraph Check Office. In the case of Press messages, 
the bills are prepared by the Telegraph Check Office itself. Officers of 
Government may under orders of the Director Genera], Posts and Tele
graphs, send State telegrams on credit. Billli. for such telegrams are 
prepared by the Telegraph Office and copies of thet» are checked by the 
Telegraph Check Office. In all these cases, an additional fee is levied for 
the upkeep of the account, and bills are paid in cash. 

834. There are several other heads under which revenue is received 
in cash. These are commission on money-orders, receipts- from other 
Posts and Telegraphs Administrations in settlement of message accounts, 
rents for wires and instruments leased to Railways and Canale, rents and 
royalties for telephones, trunk call fees, recoveries from guarantors, 
rent of residential buildings, etc. 

835. Apart from M<mey Order, Cash Certificate and Savings Bank 
transactions, the special duties summapsed in the following paragraphs 
.are undertaken by Audit in connection with Posts and Telegraphs 
Accounts. • 

(A) TELEGRAPH BRANCH. 

836. (a) Dues &n the' Settlement Account' with other Telegraph 
Administrations which exchange messages with India are calculated 
.in the Telegraph Check Office. 

(b) The Telegraph Branch constructs and maintains all the tele
graph and telephone lines and wires which run alongside the Railway 
lines and Canals. The wires necessary for the Railways for their own 
administrative telegraph system are leased to them, and rents are 
recovered from them at a fixed annual rate per mile of wire. Instru· 
ments for the use of Railway and Canal offices are also supplied by 
the Telegraph Branch on payment of rents. The executive officers 
-supply details of t~ wire mileage, and also of different kinds of inRtru
menis supplied, to the Audit office, which calculates t1e rent and ar
ranges for the recovery of the Revenue either in cash 4'll cheque:«, or 
by book transfer with the Railway and Civil Audit .officers r:on.cerned. 

(c) Telegraph offices are also opellfd at the instance of a local Govern
ment or Administration, Indian State, or ~rivate person or body ~f 
private persons, on an annual guarantee ,to .protect the Department 
against loss in working and mallftainiag them. Bills i;.re prepared 
.annually by the Audit office on data furnished by tlfe.ex:ecu.iive, and 
.are adjusted by book transfer or recovery i11. cash as the case may be 
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(d) Payment fo:- te\egrams is made nearly always by stamps, except 
in places whexe National Cash Register Machines are installed ; an.,d t_he 
same kinds of stamps are affixed both to telegrams and to letters. 
The stamps are issued from treasuries as postal stamps ; and, apart 
from the portion creditable to local -Governments (as explained in 
para.graph 830), it is ~p(18sible to maintain an accurate account of the 
use of such stamps a.a between poEt,tal and telegraph work. Thus Revenue 
obtained from the sale of such stamps is credited, in the fust place, to 
the Postal Branch ; and, in. order to work out the amount of Stamp 
Revenue which ought to be transfe:i;.red from the accounts of the 
Postal to t&ose of the Telegraph Branch in respect of such stamps, the 
Check Office estimates the message revenue for the year from an actual 
count of the value of the messages despatched for two selected weeks 
for ea.ch half-year as indicated by the stamps affixed to them. 

(e) Telephone systems are expanding rapidly ; and, in order to work 
out the financial result of each telephone system, a detailed Profit and 
Loss Account is maintained in the' Audit Office. The Branch Audit 
Offices conduct the audit of telephone 1evenue appearing in the 
accounts of Divisional ]~ngineers and of Telephone Rcv~nue Account 
Officers, and in addition undertake local inspections of Revenue Ac
counting offices. But the most important audit of the telephone 
l'evenue accounts of Call offices, Divisional offices, Exchanges, and 
Revenue Acco11nting]offices, is that conducted locally by Inspectors of 
Telephone Accounts working under the orders of th8 Deputy Account
ants General. 

(.f) Some private companies have been permitted by the Government 
of India to establish and maintain telephone communications in certain_ 
big cities in India and Burma. These companies pay to the Gov~rn
ment royalty at a fixed rate on the revenue, and a test check is con. 
ducted at the Companies' offices by the Branch Audit Office, to see 
that the royalty has been correctly calculated. 

(g) The Stores Branch of the Audit office at Calcutta deals with the 
account and audit of the receipts and expenditure of the Indo-European 
Telegraph Department which is under the admjzllstrative control of 
the Director-in-Chief, India Office, London, acting under orders of the 
Secretary of State for India in Council. 

(It) It alao deals with the accowit and audit of stores and workshops. 

(B) POSTAL BRANCH. 

837. Receipts11 on account of premia for Postal Life Insurance Policies 
are che1'ked hi a special branch of the office of the Deputy Accountant 
General"- Posts and Tele,;craphs, Calcutta.. Audit is responsible for 
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seeing that policies a.re issued strictly according i. ru1.es, that rates for 
premio.• are fixed in accordance with Government orders and are regu
larly recovered, that the rules governing lapses are followed, and 
that final claims are fully audited before payment. 

838. Money C>rder Transactions.-In the Cy~Accounts received from 
Head Post Offices, Money Order transactions are emered in lump under 
'8pecial debt heads, the figures relating to payments being classified 
according to the month of issue. A detailed account of them is prepared 
in the Audit Office under a itpe<'Ja.l procedure. Audit consists in seeing 
that for every money order pa.id there is a corresponding creflit at some 
office of issue, and that there are no excess or double payments. Every 
head office sends periodically an Iesue List in which the money-orders 
which it issues and the commission thereon are entered in detail. The 
.commission entries in the issue lists for a few days in a month are fully 
.checked in audit. The total of the amounts of money orders as shown 
.in the Issue Lists is checked by casting an independent total on a Compto
meter Machine. Paid Lists are also submitted periodically in which all 
payments made are entered and supported by payees' receipts. The 
amount of ea<Jb. order paid is not compared with the entry in the Paid 
List, but the amounts shown as paid in the money orders are totalled on a 
Comptometer Machine ; and, if the total reached on the machine agrees 
with that in the Paid Lists, the entries in the Paid Lists are ta.ken as 
.correct. 

839. The enormous number of Money Order transactions renders it 
necessary to divide the vouchers into suitable compartments, for facility 
of audit, and to enable the balances outstanding to be verified with some 
degree of certainty. This is secured by regarding each month's issbes 
.as a leparate unit. The payments, too, made in any month a.re separated 
.according to the month of issue, and so separate Paid Lists are received 
.according to months of issue for the payments of the month. There are 
thus twelve separat.e receipt and.payment heads in the ledgers, and the 
.credits on account of money orders issued in one month in a given circle 
form a distinct compartment in the accounts, and the payments or debits 
.are classified against it. The balances of each month's il!Sues are thus 
workeCLout. The work may be said to have been satisfactorily performed 
·when the particular money orders composing this balance can ht. identified. 

840. The vouchers received with each Paid List are sorted and 
arranged according to the office of issde and s9rial number, a.nJ then 
debit checking is undertaken. This consists in marking off in the Issue 
List every money order for which a 1eceiat" of payment is a.va.ilable. 
After the payments for two months have been thus debit-c!iecked &Jainst; 
the Issue List of any month, the outstanding wire.id items a.le extracted. 
The totals of these items, if the work were done accurately, shoul§l agree 
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with the halance'on the books for that month. In practice, however,. 
there arc always differences which are usually due to misclassificktion of 
money orders against months or circles of issue, or to errors in totalling. 
Steps are taken to secure a further agr_eement, and any differences that. 
continue after a year are written off with the sanction of the Government 
of India. A large staff floo formerly employed for the reconciliation of the 
differences in the 1'alanccs ; but, as the cost of the establishment was 
considerable, and as the reconciliation was never complete, this pro· 
cedure has been stopped. The unexplained differences are small when 
compared with the volume of money ~rc!er transactions, and are now 
written off.. 

841. A money order remains current for the month in which it is 
issued and for the following month ; thereafter it becomes what is 
technically called " void". It can be re-issued for payment to the party 
concerned under the authority of the Audit office. The value lapses t<> 
Government if it remains unclaimed for 3 official years. 

842. Money orders are a]sQ exchanged with foreign ~ountries and 
many Indian States through certain specified Head Post Offices known 
as offices of Exchange, and the accounts of such fureign money 
orders are adjusted by the several Postal Audit offices. 

843. Savings Bank Transactions.-The Savings Bank transactions, 
like those in respect of Money Orders, are entered in the Cash Account 
under a debt head; ancl. the work of accounting is, carried out in ac
cordance with a special procedure. The transactions are very numerous. 
In tihe year 1927-28, there were more than two and a half million de
positors witli. an aggregate balance of over thirty-two and a half crores. 
of rupees. 

844. The principal account of Savings Bank transactions reoeived 
from a Post Office is the "journal,, in which every case of deposit or 
withdrawal is shown in chronological order. All the withdrawal entries 
in the journal are supported by warrants of payment, and the majority 
of deposit entries are supported by vouchers in the form of duplicates 
of deposit acknowledgments, Index Cards, etc. 

845. The Audit Office maintains a separate )&dger account of each 
Savings Bank account opened in any Post Office. These accounts are-
maintained according to the Card Ledger System under which a separate 
card has to be kept for each account, and every monetary transaction, 
whether of deposit or withdrawal, or credit of interest, is recorded in the 
proper ledger card as so6ln as intimation is received of its occurrence. The 
entries in the card are made by Remington Book-keeping machines 
which are fitted with 7lev:fc~s for,totalling the amount of all transactions 
postep in thet"ledger cards. As the number of Savings Bank accounts. 
is very largl, the ledger cards are divided into series, each series consisting 
of a~ut 400 accounts~ 
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848. After the transactions affecting the accounts in any aeries of 
ledger ~ras have been posted, the total amounts for depositP. and with
drawals are transferred to a master card, of which one is maintained for 
each series. _ When all the transactions of a Head Post Office, including 
its s11bordinate offices, are posted completely ip tthe ledger cards and 
abstracted in the master cards, the totals of the amountB appearing in the 
latter give the grand total of all Savings Bank transactions of that office 
and are agreed with the corresponding amounts appearing in the Savings 
Bank journal. 

847. Agreement with the Detail Book.-A preliminary comparison is 
made between the amount appearing in the journal and in the ea.sh 
Account, and a final reconciliation between the total amounts of the
ledger ca.rds and the amounts appearing in the detail Book is macle 
through a system of Control Accounts, of which one is maintained for each 
Head Post Office. 

848. Audit.-The journals of Savings' Bank transactions received 
from the Post Offices are checked to see that the transactions are covered 
by rules and orders issued by competent authority, that vouchers or 
other documents have been submitted for every entry appearing in the 
journals, and that the vouchers have been prepared according to rule 
and constitute genuine evidence of the transactions having occurred as 
detailed in the accountt. • 

849 . .Annual O'losing.-A statement of interest and closing balances 
on the 31st March is prepared annually from the ledger cards. To 
facilitate agreement a separate statement is prep1ued and totalled for 
each series of ledger cards. The correctness of the total closing balance 
of each series is verified by working it out independently from the figures 
for the opening balance of the year and the transactions of the series 
as recorded in the monthly master cards. This work of annual agree
ment is of great importance as it secures the correctness of the accounts 
of individual depositors. 

850. Triennial Examisation of Ledger Oards.-At the end of every 
three yeaJ"I the ledger cards are examined, and the accounts in respect 
of which there have been no transactions from the beginning ol• the 
immediately preceding financial year are transferred to a register known 
as the Dormant ledger. Of these accounts, jihose which show no tran~c
tions for the past three years are classed as Dead and notified as such 
to the Postmasters. No aeposit or withdrawal,is ~ermiseible in the 
. .Qtse of a Dead account unless its reopendig is ·formally sao9tio:c.ed by 
tfle Postmaster. A dormant account, if a tranmction relat:.ng to' it. 
r.ppears in the journal within three years, is retr.i&nsferred to a led~t\1 
ea.rd. 
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851. Government Securities.-,-To facilitate the investment.of Savings 

Bank deposits in Govemment Securities, the Indian Post Office, ading 
as agent to the Government of India, undertakes the purchase, sale and 
safe custody of securities on behali of Savings Bank Depositors. The 
Accountant Genera~ fosts and Telegraphs, exercises on behalf•of the 
Auditor General in India t4e same authority in respect of the audit 
of Government Security transactions as in the case of Savings Bank 
transactions. The audit and accounts work in connection with Govern
ment Securities is conducted in t\e office of the Deputy Accountant 
General, Posts and Telegraphs, Calcutta. 

·802. Cash Certificate tranaactions.-The transactions relating to 
Cash Certificates are entered in the Cash Account under a separate head 
and accounted for by a special procedure. The Audit Office maintains 
a Stock and Issue Register of cash certificates by denominations in re
spect of each Head Office. On receipt of the duplicate copy of the invoice 
for supply ·of cash certificates to the Post Office, the serial number of 
each cash certificate is entered separately in the register. From the 
weekly lists, received from the Post Office, of cash cerpticates issued and 
discharged, the wt1ek of issue or discharge as the case may be is posted 
against the particular number appearing in the register. The issues 
and discharges as posted in the register are then compiled in monthly 
proof sheets and the figures agreed with those shown in the Head Office 
balance sheet in wltich the monthly transactions of Head Offices are 
entered in lump. 

853. 4.udit:consists in seeing that details of the lists of cash certifi
cates issued and discharged, received weekly from each head office, 
work up to the totals entered in the monthly cash accounts., that all 
discharges are supported by vouchers, that the amount payable on 
discharge has been correctly calculated with reference to the date of 
issue, and that the issue registers show~that the cash certificates were 
not previously discharged. 

~8154. The balances of cash certificates issued but remaining undis
charged on the 31st March of each year, as sllown in the balance sheet 
for each head office, are verified with the actual outstandings in~the issue 
and safe custqdy:registers, and all differences reconciled. · 

SM • .A.ocounta--Oeneral.-The finances of the Indian Posts and Tele
graphs Departmentrform pak of the general finances of the Government 
of India. It is h~wever a Commercial department in the sense that it 
is expected to meet itSJiabilities from its own revenues. The net profit 
O• loss vf9fihe year, ,after meeting all liabilities, merges in the gener&i 
balance of the Centr'l Government. The department is allowed a rebate 
of ~nter~ charges m respect of ap.y surplus that it may earn, after 
meetixg aD charges. 9n the other liand it has to pay intetest to general 
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• revenues on the amount of any deficit on the worki.dg of any year until 
such tiineea.s a surplus becomes available to cancel this liability. 

856. Reorganisation of the Accounts on Commercial lines.-With effect 
from the 1st April 1925 the accounts of the Indian Posts and Telegraphs 
Depaltment have been reorganised on a comme.rc\al baais and the im~ 
portant changes made as a rt>su]t are :-

(i) The institution of a capital account to exhibit the value of 
the assets. 

0 

(ii) The institution of a Depreciation Fund on a Sinking Fund plan 
built up from contributions charged to the Revenues of ..the. 
Department. 

(iii) The institution of Suspense Accounts linked up with the main 
Government Account, in which are recorded the transactions 
relating to the purchase and consumption of stores, and the 
transactions relating to manufltctures, etc., undertaken in. 
Dep&rtmental Workshops. 

(iv) The opeding, in the Gov~rnment Ledger, of a head to e:x.bibit
the true or commercial profit or loss on the working of the 
Departmer1t. As t\ corollary to this decision it has been 
ruled that the Department should bear all charges incurred 
on its account in other Departments and should be entitled 
to receive credits for all services renderedJ.by it to otber
departments. 

857. Capital Account.-The capital outlay of the department, in
cludinp: that on renewals and replacements, is recorded under the major 
head " 5~-Posts andTelegraphs-Capital Outlay not charged to revenue• 
outside the Revenue Accounts. Such portion of the outlay on renewals 
and replacements as ma.y be chargeable to the Depreciation Fund is 
subsequently transferred to the Revenue Account to which is credited 
an equal amount transferred from the Depreciation Fund. The rt
constituted Capital Account started with the depreciated values of the 
assets existing on 1st A~ril 1926 and includes the total subSP.quent 
capital outlay on the acquisition or construction of new assets, and the 
total of interest-bearing advances obtained from General Revenues for 
the rehabilitation of assets existing on 1st April 1925. The portic-u 
of capital expenditure which the Governm~nt of hdia decide in each 
year to meet from Revenue is deducted in lump and transferred to a 
capital major head " 18-Capital Outlay ,,hargeu to Revenue " in the 
Revenue Section of the Accounts. 

858. Interest is payable on the total at charge cf the capital account
whether financed from Loan Fund.a or from Revenue. 
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859. Accurale ntlmerical records of all capital assets are maintained 
hy the executive, an~ the Audit ~ffice also maintains a series of.financial 
registers connected with the Capital Account. 

860. Depreciation Fund Account.-The Depreciation Fund Account 
for the renewals and replacements of wasting assetr:J is included in Sec
tion " P-Deposi\s an~ 7'.dvances " of the Government Account. credits 
to this Fund are made in accordance with the Sinking Fund principle,. 
and comprise the annual provisions set apart from the Revenues of the 
Department and interest accruing OJ). its balances. The debits consist 
of the appropriations made to meet the c\>st of making good depreciation 
ef assets. 

861. Revenue Account.-Revenue realisation and revenue expendi
ture (other than interest charges) of the Indian Posts and Telegraphs 
Department a.re booked under the major head "XV-Post@ and Tele
graphs" which is divided into a series of abstracts and sub-divided into 
a number of detailed heads. The portion of the capital expenditure 
chargeable in the Revenue Section of the accounts is ex.plained in para
graph 857 above. It is important to note that a large amount of revenue 
expenditure of the Department r~lates jointly to two or, in common, 
to all the three branches, namely (1) Post Office, (ii) Tefegraphs including 
'Radio, and (iii) Telephones. The arrangement of the account is such 
that receipts or expenditure relating solely to one branch are exhibited 
separately, while those relating to more than one branch are isolated 
ior subsequent apportionment between the br~nches concerned. 

862. The revenue account bears charges on account of contributions 
to cover depreciation and pensionary liability in respect of the employees 
of the Department. 

863. Interest Okar,qes.-The interest on capital at charge of the 
department is recorded under the major head "17-Posts ahd Tele
graphs-Interest on Capital Outlay". 

864. Profit and Los& Account.-In order to show in a concise form 
-whether the working of the department shows a Commercial gain or 
loss, the Profit and Loss Account of the department is prepared annually 
taking into account the gross Receipts and Working Expenses and also 
inter-branch adjustments, interest on capitll outlay, etc, It shows 
the,results separately for the different branches, namely (i) Post Office, 
(ii) Telegraphs including Radio, and (iii) Telephones. With effect 
from the accounts for 1929-30 the Profit and Loss Account of the non
-commercial activitws of theftadio Branch are to be exhibited separately. 

865. ltldo-Eurfpe.a,n Tekgraph Depanment.-The Indo-European 
Telegraph Department. is c•ncerned with traffic passing through lines 
aft.d o~:s situated in foreign territory, and performs two independent 
functions. It contrvls the system which links up the Indian Telegraphs 
.with the ]£uropean svstem, and is aho responsible for part of the internal 
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telegraphic communications in Persia. Its system elf te1egraphio lines 
is divided einb two portions, called the Persian Gull Section and the 
Porsian Section, each under a Director stationed u.t Karachi and Teheran 
respectively. The head of the Department, the Director-in-Chief, is 
statiol\,ed in London u.nd works under the direct control of His Majesty's 
Secretary of State for India. 

866. The receipts of this department are of three classes-Ca)· the 
receipts from local traffic over the departmentally-owned cables in the 
Persian Gulf and lines in India;(~) the share of foreign traffic from Persia 
to Europe; and (c) the receipts m <!onsequence of the Joint Purse divi
sion of total receipts of the ludo-European. Telegraph Department, the 
Indo-European Telegraph Company and the Eastern Telegraph Com
pany, from foreign traffic between India and Europe. All receipts from 
local traffic in Persia are paid over to the Persian Government. By 
far the most important item in the income of the department is that 
mentioned against item (c) above. 

867. The exl!cnditure on the working expensea of the Department is 
similar to that of the Telegraphs Branch of the Indian Posts and Tele
graphs Departmeat, but the position is complicated by the fact that 
the Department maintains and uses wider various agreements some lines 
which are the property of the Persian Government. 

868. A further charge on revenue is the annual debit of a fixed sum 
as amortisation of the ~art of the capital expenditureincluded in the 
capital account of the Department either because it is irrecoverable 
from Persia or because it will cease to yield revenue after 1945 when 
the present agreement with Persia will . cease. 

869· The accounts of this department also are maintained on the 
lines explained in paragraphs 855 to 864 above. 
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Ctimmercial Accohwb1g &11d Auditing, as applied to Govenfmeat 
c Concerns. 

&~O. Folicy of Gote1tt11tttt.-The i:.olicy of the Government of India 
and of P1ovincial Gove1i.ments in rega:rd to their commercial ente1prisea 
if in the majority of <'ases not the t:arninp; of a pio:fit. Many commercial 
u1.dertald11gs are started to ascl·rtain whether the articles proi-osed to be 
n anufacturcd <'an be manufactured in India and turmd out at a p1ice 
\\bith '\\ould cou:11 are favourably with imi:.ortt:d articles of a i;imilar 
tne. Other concerns are in the nature of serviee de1artments 'frhich 
distribute their outtum at cost to Government departments. 

S?l. The majori1y of Govelllme11t lommercial enterprises are manu· 
f£cturing undertakin~s. T-1.uey purcliat.e raw matcrial11 for conveu.ion, 
after rerhap going thrnuph many p1octf.ses, info finiF-ht:d articles for 
ist.ue to other Government Departments or for Ea]e t'o the public. The 
raw materials di:ffer so much in fo1m that :r.o stenotyped syst£m of 
accounting can be laid down as being applicable to all cases. 

8'i2. Jn.itiatioo of commercial aceo1mts.-The resFonsibility for the 
introduction of a commercial accounting systern rests with the Finance 
De}Jartment of the Central or Provincial Governmtnt. When f.uch 
action is proposed, whether on the advice of the Accountant General or 
otherwise, the Director of Commercial Audit is usually consulted. 

873. An accounting system to be of the greatest use must be framed 
in such a manner as will provide the management of these con~ with 
information as to the details of the transactions of the concerns as well 
as upon the results of the operations. Such information will be of pri· 
mary value to the administration. 

874. General Prittciples of Accoimtitig.-Commercial accounting is 
the a.rt of recording in books of account correctly and in a regular and 
systematic manner transactions relating to ca\h and stores. 

,875. The objects are :-
• 

(i) to have perm..'lnent records of all transactions, and 
(ii) to show th effect r.:>f each transaction and the combined effect 

of all transactions upon the :financial position of a commercial 
concern. • 

878. The Genera.~ Ledger is the most imFortant book in commercial 
accounting. Porti"ns of the ledger called the Cash Book and Day Book are almctSt invariably l:ound up in separate l:ooks for the eake: of 
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convenience, though the totals of the accounts in these books are brought 
into the accounts in the ledger proper. The whole of a concern's 
transactions a.re entered from the books of original entry, namely Day 
Books\.nd Journals, into the Ledger, but-in a sum.Pnarisedand classified 
form. The Ledger is farther sub-divided into:- • 

(a) Creditors' ledger, recording the transactions of the concern with 
its creditors for pure.Ras~ ; 

(b) Debtors' ledger; recording the transactions of the concern with 
its debtors for sales ; .. 

(c) General Ledger, containing accounts recording fixed and floating 
assets such as buildings, plant and machinery, fixtures, etc., 
liabilities, reserves, control accounts and accounts recording 
profits or losses, working and overhead expenses, and other 
items of income and expenditure . 

• 
817. At the ~nd of every trading period a Trial Bala.nee is prepared. 

This consists of a elassified list of bale.noes appearing, at a given date, in 
the ledger or ledgers before the closing entries have been made. In 
extracting this list of ledger balances the debit and credit balances are 
separated by being placed in their different and appropriate columns. 

8'78. From this TrialJ3alance the Manufaoturint, Trading and Profit 
and Loss Accounts, and Balance Sheet, are prepared. 

879. A Manufacturing Account is an account drawn up to ascertain 
the cost of manufacture and deals witli :-

(i) !lost of raw materials ; 
(ii) Cost of bringing these materials to the factory; 
(iii) Cost of la.hour employed in converting these materials into 

finished goods ; 
(iv) Expenses such as rent, rates and upkeep of factory ; 

(v) Repairs to, upk~p of, and depreciation on, buildings, plant 
and machinery ; • 

(vi) Motive power. 

Items (i) to (iii) represent prime cost of ~roduotion. 
Items (iv) to (vi) represent Works on-cost. 
880. A Trading Account is a statement.of aocdunt•prepared for the 

purpose of showing what is the gross profit reali8ed on goods told aftc;1 
charging the cost of rendering such goods markef:able, such oost con
sisting of production and distribution expenses. <1oods produced Me 
transferred fropi the Manufacturing•A.ccount to the Trading A~cou,t at 
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cost, the theory being that production exists solely for the benefit of 
sales and that the selling department therefore takes over the factory 
output at actual cost price. , 

881. A Profitrand"Il>ss Account is a statement designed to show the 
a.mount of net profit earn~ This account is credited with the gross 
profit carried from the trading account, plus items of revenue such as 
interest, conlmission and cash discount earned, and is debited with 
general administration and office clmrges, pZw iJ.iterest on capital. 

882. A Ba.la.nee Sheet is a classified summary of the debit and the 
credit balances remaining in the ledgers after the Manufacturing and 
Trading and Profit and Loss Accounts have been prepared. On one side 
it contains the assets of the concern, and on the other the liabilities, 
<'Apital, reserves and the balance, if any, a.t the credit of Profit and Loss 
Account. Assets and Liabilities are usually stated in the Balance 
Sheet in the order of perma:uence, the fixed assets and liabilities taking 
precedence over the floating assets and liabilities. 

883. In addition to the records mentioned above, :lt is necessary for 
every manufacturing concern to maintain Labour records, Stores 
accounts and Cost accounts. 

884. Rel,ation between Gov61'11.me:nt Commercial ancl General Ac:counts.
In those cases where'the detailed accounts of Government concerns are 
maintained commercially, the details of the transactions do not in all 
cases appear in the regular Government accounts. In the case of those 
concerns·which work under the rules in Chapter II of the Account Code, 
'J>t'O formO. accounts are maintained outside the regular Government 
accounts, and the particulars taken from these pro formti. acoounts to 
the regular accounts are determined by rule. In the case of other con
cerns, it is determined in each case what details of the trans&ctions and 
workings shall appear in the regular accounts. 

885. Commercial Audit.-Under Rule 9 (ii) of the Auditor General's 
Rules, the Auditor General is responsible for the efficiency of the audit 
of expenditure in India. 'rom the revenues of l'ndia, but he is responsible 
for the audit of receipts only when he is required by the Gover1..or Genera.I 
in Council to undertake it under Rule 12 of the Auditor General's Rules. 
In the case of Government commercial concerns the Auditor General 
exercises his st&tu~ry responsibility through the Director of Commercial 
Audit. 

886. The dutieb of a. commercial auditor commence when those of the 
a.ccountait- have been completed. The accountant and his staff write 
up the looks of acco'Lt.nt and prepare therefrom the half-yearly or annual 
sU\_tements kr.own au the Manufacturing, Trading and Profit and loSR 
Accounts,· and the Balance Sheet, which are eventually placed before 
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the auditor. In cases where th~ accountant is not C()lllpdlient to perform 
this work- the auditor is usually called in to render aBBistance; but the 
auditor's work in aBBisting the accountant is quite distinct from his 
duty as auditor. It is impossible to lay down rules or regulations which 
are a~licable without exception to all audits; and auditors must, there
fore, use their own judgment whether the genera.bales given in text books 
are applicable to the audit in which they are engaged. 1 

887. An auditor has frequently to accept the results of what is known 
as ' Internal Control '. The follo'ting are examples of what are known 
as internal checks :-A periodical examination by the Superintendent 
of a concern of the cash book, vouchers or petty cash vouchers, including 
the additions of the cash book and petty cash book, and the balancing 
of the cash book periodically with the bank or treasury paBB book ; 
a periodical examination of the debtors' accounts; the calling over of the 
postings of the Day Books and Journal into ledgers by clerks who have 
no duties connected with the writing up of these books and ~he postin.' 
of them into ledger accounts; a system of fiOntinuous stock verification; 
or the checking" of pay rolls by clerks who are in no way connected. with 
the preparation ef the rolls. 

888. It is an important part of an auditor's duty to scrutinise the 
system of internal control to see that it is adequate in itseU and as inde
pendent in character as circumstances permit, and to aRSure himaelf 
that the system is befog applied efficiently. The .extent of the scrutiny 
to be applied should depend on the adequacy of the system of internal 
control and on the completeness and accuracy with which it is being 
applied. 

889 •• Allocation of f'Mponsibility between the Accountant.a GenMaZ and 
the Dif'eotor of Commef'cial Audit.-In cases in which the civil Accoun
tant General and the Director of Commercial Audit both participate in 
the audit of accounts, the responsibility of each of these officers is deter
mined by the application of the following two main principles:-

(i) Duplication of work should be reduced to a minimum; and 

(ii) The audit work should be so distributed between the Civil 
• Accountants General and the Director of Commercial .Audit 

that each undertakes that which he is best scited to perform. 

890. Use of Manuals and Text Books-The sµbject of commercial 
accounting and auditing is so vast that it is ifupracticable to dllal 
further with the subject in this Manual ; and for-a ~tailed study o! the 
subject a reference should be made to the M4nual of tho tPommercial 
Audit Branch of the Indian Audit Department, and to the varlbus 
recognised text books. 
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,.'nat Audit and Inspection • 
• 

891. O'bjects of Inspeot~ns.-Test audit and inspection undertaken by 
Audit fall under two main hMdings :- . .. 

(A) Local inspection to assure a Principal Auditor that the original 
data, on which the accounts and his audit work rest, are 
accurate, and to apply a test check to such of the voucher& 
and documents as are not audited centrally; and 

(B) Local inspection to conduct a test audit of accounts falling 
under Rule 12 of the Auditor General's Rules. 

The necessity for undertt.king inspections, and the procedure fol
lowed in such inspections, are explained briefly below. 

(A) INSPECTION TO TEST THE ACCURACY OF ORIGINAL RECORDS. 

892. Neceasity for lnspeotion.-It has been explained in Chapter 10 
above:-

(i) that the accounts and supporting documents submitted for 
audit consist partly of the original records and partly of 

· · copies of the original records ; and 

(ii) that the audit conducted in a Central Office is largely dependent 
for its efficiency on the degree of care exercised by depart
mental officers over the accuracy of the original records from 
which the public account is built up. 

893. In order (i) to review such original records as are not:received 
by audit, and (ii) to test the degree of care exercised by derartmental 
authorities over the accuracy of such records and to see that they are 
properly maintained in the prescribed fonns, audit undertakes oo inspect 
them. periodically. Opportunity is also taken at this time to apply 
a test audit to such accounts, vouchers, etc., as are not audited centrally 
or cannot be checked completdy except at a local audit. 

(. 

894. Offices coming under this class of inspection are Treasuries, 
Public Works Divistooi, Jost and Telegraph Offices, etc. Part of the 
"'·o~1'. of tb.J Outside ,Audit Department of an Accountant General's 
Office (wJlich is treated under heading (B) in this Chapter) also fall 
strictly under the present heading (A~ .• 
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895. 1 napectior& of 1'rernurle.~. *-Briefly the in9pectiy of treasurie'5 
by the Aooo11nhnt General i'5 oonfactei as follows !-

• 
(i) The pro'Jefare ob~'3rvei in the e't 'minition of cla.imi for 

payments of all kinds is enmined to see whether the various 
pre'5!lribed. cb.e!lki a.re ex:eroised. strictly and with intelligence, 
whether the preioribe:l registeu arj •properly m1inta.in'3 l, 
and whether the Treas11ry Officer himHlf ex:eroises the 
necess!l.ry check3 for \Vhich the rules hold him responsible. 
At treasuries 'vhioh bank with a local head office or bra.nob. 
of the Im~rial Bank ~f India, it is seen that the procedure 
prescribed for observe.nee by the Treasury Officer is followed 
correctly. 

(ii) It should also be seen-

(a) that arrangements for handling cash land other vouchers 
and stocks of forms of bills, cheques and Public Works 
receipt books, are strictly in accordance with rules ; and 

(b) th&t the arrangements for de~ling with tenders of money 
aind claimants for payments are businesslike. 

896. If, under t.he orders of the Auditor General, the central audit 
of any class of vouchers paid at treasuries is relaxill and a test audit 
on the spot has been prescribed, this is oonduoted at the inspection. 
For this purpose, the original vouchers and othe": acoounts documents 
requiring examination or verification are brought from the Audit Office, 
and the check of these documents, previously exercised by the Treasury 
Officer, is completely reviewed. 

_. 897. The aoope of the inspection of treasuries is extended to see, on 
behall of the Controller of the Currency, (i) that the orders issued under 
Rule 16 of the Devolution Rules regarding the custody and handling of 
treasure and the control of the balances are duly observed, (ii) that the 
standing orders of the Controller of the Currency relating to coins, 
.currency, and remittances of treasure are clearly unders~d by the 
Treasury Officer and his staff, and duly observed in practice, and (iii) 
that the registers and forms prescribed for recording the receipt and 
disposal "of &curities are correctly maintained. 

898. lns']J«Jlion of Publio Works Diviswns.-The procedure fol1owetl 
for the conduct of inspection and test audit of the accou11ts of Public 
Worh Divisions is briefly as follows:- · 

(i) The accounts of one month are test aud.fted with the initial 
accounts, and other acoount •records kejt in the 
divisional office, detailed estimates and contract •eementrs. 
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(ii) The initial accounts of ca.sh and Jtock, the measurement books, 
muster rolls, detailed accounts of works, transfer entry books, 
contractors' ledgers, and other account records for the entire 
period since the last inspection, are inspected and examined 
generally. . 

(iii) The accounta,of one or two selected works are exa.min"ed in 
detailt from tho .commencement, and all transactions are 
analysed, and. if necessary, compared with the details of 
sanctioned estimates, and with contra.ct agreements, measure
ment books, accounts of st-0~s. vouchers and other relevant 
documents. ' 

•(iv) The results of the Divisional Accountant's inspection of sub
divieional offices, objections recorded in the Register of 
Divisional Accountant's Audit Objections, and generally the 
results of the Divisional Accountant's scrutiny as a. primary 
auditor, are reviewed. 

899. In some provinces tlie accounts of rents and of •atock and tools 
and plant are not submitted to the Audit office. In ,.such ca.see these 
accounts are also test checked at the inspection. 

900. The inspecting officer does not confine his at'tention to the audit 
and inspection work detailed above. He avails himself of the oppor
tunity of assisting th.e officers of the Public Works Department with 
his advice in matters affecting the accounts or lhe financial regularity 
of transactions. He also finds scope for making valuable suggestions 
to the Accountant General in the direction of economy of the public . 
money. · 

901. lnspeation of Posts and Telegraphs O.ffices.-The Deputy 
Accountants General in charge of Branch Audit Offices undertake a 
periodical inspection and test audit of the accounts of all disbursing 
officers under their respective jurisdiction. The inspection is 
conducted mainly to see that original accounts and papers 
represent facts, and tliat audit rules and requirements (specially in the 
matter of retrenchments) are carried out. To this end one month's 
accounts selected by the Deputy Accountant General are tes~ audited, 
but ~he ca.sh book is examined generally in all its details in respect of 
the entire perioa which has elapsed since the last inspection. 

902. The procedl\"e preset.bed in para.graph 896 above regarding the 
test audit locally of certain classes of vouchers is also followed by the 
inspection staff of 'this' ~epBrtzn.ent. 

003. W:ii'il.e inspecting Telegraph Engineering Divisions the inspecting 
Officer has to analys~ completely and examine the accounts, since the 
commenceIQent, of any one major work or two minor work~ selected by 
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the Deputy Accountant Gen~l. For this purrose the inspecting officer 
takes wit.Ji him the schedule dockets and vouchers re1ating to such works. 

(D) TEST AUDIT OF ACCOUNTS FALLING UNLER RULE 12 OF THE 

" AUDlTOR GENERAL'S BU~. 

' 904. Nece11sity j<W inspection.-The main purpose of the inspection· 
by Audit of offices falling underparo.graph .. 891 (li) above is to:conduct 
a test check of the accounts for a particular period, in the discharge of 
the responsibility imp6Sed on the 'Auditor General under Rule 12 of the 
Auditor General's Rules. 

905. Test audit by the Outside Audit Department of an Accountant 
General's office, and test audit by the E:x~miners of Customs~Accounts 
and of Government Presses, comr, under this category. 

906. Inspection by tke Outside .Audit Department.-The Accountant 
General undertakes lo<'ally the audit of t\e initial accounts maintained 
in many Government institutions and offices in cases in which central 
audit is not feasible. For this puIJOSe he has under him peripatetic 
parties which travel about the country and conduct test audit, The 
Province is divided into circles, one circle being allotted to each 
Inspecting party. Each party is in charge of an accountant who is 
responsible for the te!t audit of the accounts ih the circle allotted to. 
him. 

907. The classes of accounts with which this staff deals are so varied 
that, before 1iaking up an inspection, the inspection staff has to study 
the system of accof!nts and books prescribed, to see why they have been. 
prescribed, and how far they fulfil the desired end. 

908. A study of Appendix 14 of the Audit Code will show that a large 
number of the audits conducted by the outside Audit Department fall 
under Rule 12 of the Auditor General's Rules ; but it stould be noted 
that the same staff is employed also on audits falling under htiiding (A) 
of this Chapter • 

• 
909. Inspection by tl&e Ezaminer of Govemment P;,ress Accounts.

The Examiner of Government Press Accounts is resfonsible for the aud~t 
of the accounts of the Government Jhesses, ~ta.tionery Offices in 
Calcutta, Madras, Bombay, Bankifore, Rangoon and Peshr:i.war, and 
Books Depots (except Bengal). 

910. Each of the audit parties under him is in chargl ?f a. senior 
Auditor assisted by Junior Auditors Test auiit is applied to the
accounta ol any one month selooted by the Senior Auditoi. 
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911. The ay.dit of Press Accounts infolves the following items of 
work which are pec.ulia.r to this branch of audit and are adqitional to 
those of an account office in the ordinary line :-

( i) System of Cost Accounting; 
(ii) Overtime and attendant ·audit ; 
(iii) Price aydit; •· 

(iv) Audit of outside prlnting "'ork ; 
(v) Audit of annual accounts of Presses including pro /ormcf and 

Depreciation Fund Acco~nt1t 

912. The audit of items (i) to (iv) requires a special knowled~ of the 
working of the different branches of Presses in all their details. The 
store accounts also have special features and their audit requires corre
sponding special knowledge. The practical methods employed in the 
difierent Government Presses vary in some respects according to the 
view of the Superintendent in charge, and these have to be studied with 
reference to the varying loce 1 conditions. The Manuals~ of the various 
local Presses also have to be studied as these lay down the system of 
working, the rates of payment for the different claAses of work, and 
the methods of commutation of the value of the several items of 
work. 

913. ~ A it by the Examiner of Customs Accounts.-Whereas 
the audit of exp diture of Custom Houses is c.>nducted by the local 
Accountant Genera that of receipts, which under Rule 12 of the 
Auditor General's R lea has been entrusted 1:o the Audit Department, 
is carried· .out by the xaminer of Customs Accounts. 

914. The Examiner isits each of the major port:i once in twc years, 
and conducts on the sp a statutory test _audit of receipts. This test 
audit comprises a check o a percentage of the various cla.sses of receipts 
including refunds and dr :whacks, an examination of the procedure 
intended to safeguard tha re anue, and a raviaw of the concurrent audit 
done by tha local Audit B ch under tha Collector of Customs. A 
report is made to tha Central rd of Revenue on the results of the teat 
audit of each!:'Custom House. 

915. The above procedure do not, however, apply to the Calcutta 
Custom House. 'As an experimen in connection with the Separation of 
Accounts from Audit, a Pay and A ·ounts Office has been constituted in 
that Custom House. 'The audit of e enditure, as well as the test audit 
of receipts, is condnctecJ there by t e Assistant Examiner of Customs 
Accounts who works und~r th" supe · ion of the Examiner. His test 
audit of r~ceipts is on t.he same lines as hose adopted by the Examiner, 
but it is done concuno:intly and embra a greater percentage of the 
receitits.\ T~e results of the audit are co unicated through notes and 
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objection me oranda, and a1y points on which the Examiner and the 
Collector of toms fail to agree are reported ~ thtt Central Board 
of Revenue fo orders. 

916. The tea audit conducted by the Examiner of Customs Accounts 
is of a technical ture, and the staff has to acquire an adequate know· 
ledga~f the Sea Cus ms Act, of the important oases decided thereunder, 
of the rulings of the Government of India and lf'the Central Board of 
Revenue, and of the procedure, both executive and -Office, in Custom 
Ho1,1ses, as well as some kJV>wledge of trade and commercial practice .. 
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CHAPTER 36. 

Separation of Acco11nt1 from Audit in Theory and Pract\pe . . , 
91'7. Separati<ln in its relation to .A.uclit.-It was explained in para

graph 65 that the separation of Accounts from Audit was advocated on 
two main grounds. That rela.ting to the requirements of financial con
trol was treated in Chapter 4. 

918. The mo.in features of the procedure, where the work ~f Ac
·counting and Auditing are still combined, have been described ia.Parts 
II and III and in the preceding Chapters of Part IV. Haviftg now 
studied the main principles and methods of Audit, we are in a better 
-position to consider in this Chapter the arguments for and against Separa
tion from the Audit point of view. Before considering these, it is desir
able to give a brief outline of the general principles under which work 
is conducted in the separated Accounts Offices. ~ 

919. Working arrangements.-The arrangements described below 
are given mainly in the form which the Separation Scheme takes in a 
Governor's Province ; but the same general principles apply to Central 
Departments also. 

(a) To ea.oh large'Department and to ea.oh <lroup of smaller De
partments is attached a Pay and Accounts Office, the head 
of which is a Gazetted Officer entitled the Pay and Accounts 

·. Officer. 

(b)'JI'heee offices are placed, as far as possible; in or witli.i'l'. eDy 
reach of the office of the head of the Department concerned. 

(c) Bills for payments debitable to the Department, instead of 
being presented at the Treasury, are sent to the Pay and 
Accounts Oftij:er who scrutinises them before paying the 
amounts by cheques, at the same time debiting the charges 
in the accounts of the Department. The Treasury then 
becomes merely a counter for the receipt and payment of 
money • 

. (cl) The original compilation 0£ the accounts of each Department 
is made bJ its own Pay and Accounts Officers, and the 
compilation of the accounts of the whole province is carried 
out in a eentral Accounts Office under an Office. who illWi.e 
iv:imedia.te superior 'of the Pay and Accounts Officers, ~s 
Officer in tMn being directly subordinate to the Finance 
Department-· of the local Government. 
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(e) The Budget and the Revised Estimates of ea.ch pepartment are 
prepared by the Pay and Accounts Offiber of that Depart

' ment, and are then sent to the Finance Department which 
is reRponsible for their check and final acceptance and for 
the preparation of the Demands for Grants. 

tf.) The Statutory audit of these accounts is.,1;arried out lmder the 
control of the Auditor General by an' office-; of the status of 
an Accountant General (designated the Director of Audit) 
and a gazetted and a non-gazetted staff working under him. 
The audit is carried ~ut rartly in the Pay and Accounts Offices 
and partly l>y local inspection of the subordinate Executive 
Offices. 

920. Arguments against Beparation.-The arguments against a separa
tion and in favour of the retention of the combined system may be 
summarised as follows :-

(a) The system of scrutiny before payment described in paragraph 
919(c) cannot be universally ap,plied. For example, in the 
cas~ of contingent expenditure, such scrutiny must generally 
be liQ\ited to a check of lump sum imprests paid to looal 
officers; and in the case of the Public Works Department 
and of certain Central Departments (as for example the field 
parties of the Survey of India) there are difficulties in 
enforcing scrutiny before payment except where the unit 
whose bills ".equire payment is centrailsed in a limited area. 

(b) The compilation of accounts in an Accountant Genera.l's office 
could be, and in fa.qt has been, speeded up in such a way 
that figures of progressive expenditure can often be read7 
for use, wjthin a f~w weeks of the ~te of payment, and th11 • 
would be sufficient for the greater part of the year. 

(c) The system of separation must inevitably involve an increase of 
expenditure. Accounting work as carried out in a number 
of Pu.y and Accounts Offices will probably oost as much IUt 
the total staff of an Accountant General's office whic,h caruea 
out both accounting and auditing duties, and the cost' of 
the super-imposed audit under a separation scheme is th&-

0 fore an additional item of cost. 
(d) The separation involves two processes of audit, 'the first beihg 

the prior scrutiny in the Pay and Accounts Offices and the 
second the test-auait by the si:atutory ie.udit staff. 

(~) The test-audit staff, being leBB in touc)l with the Executive 
than under the present s)'sten!, wiU. be less advantageously 
placed than at present for the conduct of high~ .~udit in
vestigations. 
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(/) The acqnunting stafi under eepara.lion will be entirely provin
cialised a.nd will be controlled by the Provincial Government. 
There is a risk that, if they are the servants of the local Gov
ernment, the Accounts Officers will be less free 'to criticise 
the Executive and 'to check extravagance than the present 
Accountant General's staff which is independent of the local 
Government and under the sole· control of the Centraf Gov
ernment. 

(g) The help which ~he Accountant General is able 'to give, under 
the present system, in the preparation of budgets and revised 
estimates, is adequate. 

8~1. Arguments in faW'l.cr of Separation.-The arguments put for
ward by those who favour separation can best be stated by contrast
ing them with the arguments given in the last paragraph against separa
tion:-

(a) The system of scrutiny before payment has certain essential 
advantages over, the present system :-(i) It provides a 
check of accuracy of claims before money is disbursed, and 
(ii) Jt makes available for accounting pfil'!loses the figures 
of clishursement at the time the cheque is issued. Even if 
scrutiny cannot be universally applied before payment, 
(wh1ch is a point which can only be settled after further 
experiment), the benefits of the system should be reaped 
wherever such preliminary scrutiny ~8 possible in practice. 

(b) Where scrutiny is carried out before payment, the figures of 
compilation ca.n be worked out on the ha.sis of the cheques 
issued, and there is therefore no delay at all in the compila
tion ~f up-to-date figures of expenditur• The introP,uction 
of machine-accounting methods make.a it possible to pre
sent daily compiled accounts including all the transactions 
of the previous day. The system of preliminary scrutiny, 
therefore, eliminates the delay in the collection and com
pilation of bills from all treasuries in the Province. 

(<:) Additional expenditure is an inevitable corollary to the increase 
of power and responsibility granted to local Governments 
under the Reforms. The present accounting system is 
inconsistent with the new constitution of India ; and the 
increase of expenditure ·which is required 'to ensure to Pro
vinces a iiroper d~gree of contl·ol over their own finances is 
only onl' of many such increases which result logically from 
the principle~ invo.1ved ~n the Reforms. f• 

(d) A.d"mittedly separation involves two processes of audit. The 
alternative,. however, if the departmental authoritiei:i a.re 
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to exercise proper financial control, must involve two pro
cesses of accounting. It is argued that the latter is wasteful 
whereas an increase of effective audit is never wasteful and 
(whether in its tangible results, or in its moral and prevent
ive effect), is calculated to produc" 11avings which to some 
extent pay for its own cost. Moreover separation ensures 
an inClependent check (which at present does not exist) on 
the efficiency of the system of accounts and on the accuracy· 
of accounting ; suclt in.fependent check on the accounts them
selves bei~g as necessary as an independent audit of the 
vouchers from which the accounts are built up. 

(e) Audit will be more efficient when it is relieved of the large amount 
of routine work which is at present contingent on its res
ponsibility for the compilation of accounts, and is placed in 
the theoretically desirable position of a critic of the complet
ed work of others. It can tllen concentrate on more im
pohant enquiries and investigations, and on the efficiency 
of the system of internal check by the accounting authorities. 
It is kept in touch with the Executive through the local 
inspections which are an essential feature 9f the scheme, 
and by its close contact with the Pay and Account Offices, 
which largely identify themselves wi~ the Executive • .. 

(f) The accounting stu.ff under separation works immediately under 
the control of the Finance Department, whose function it 
is to check extravagance an.d to control the ·expenditure of 
the Executive. It is therefore not reasonable to argue that 
a Pay Ind Accounts Officer under the new system might 
be tempted to abstain from his duties of criticism and check. 

(g) The Pay and Aooounts Officers, having each to deal only with 
their own departments, are more closely conversant with the 
needs and difficulties of those departments, and can there
fore prepare their Budget and Revised Estimates more 
-,flectivel) ~ 

922. 'E of the Ezperiment.-It is claimed that; where the ex~ 
periment of Separation has been effectiv,ely tested, the benefits theo
retically pro ounded in the i.'ast paragraph have actually been realir;ed 
in practice. n fact, the larger the bulk of the tran'Jaotions, the great
er has been proved benefit of tne Separatian in enabliIUJ Audit to 
efteot radical · provements by concentrating on the larger 188ilet;; tmd 
it is in recogniti n of this fact that the Secretary of State has accepted 
finally the Sepa tion of Accoun~e from Audit in the Army and 'the 
Railway 1>6l"artm ts. 

K2 
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923. On tl.,e Civil side, however, the Separation, where it has been 
int.roduced, is 'atill "experimental" both in Provincial and Centre.] 
areas ; and it mn&,Jt continue to be so until the lines of the further Con
sti1.utional developiqent of India a.re determined. 

924. It therefore ·16\.aains only to consider briefly the extent and 
nature of the audit applied iB the Separated Audit Offices. 

9P.6. E:xtent of Audit in Separate,d Offices.-The extent of such audit 
·must be sufficient to enable the Auditor General to carry out his statu· 
tory responsibility for the efficiency of the audit of expenditure in India 
from the Revenues of India. It has, however, been explained that 
1J1e internal check applied in the Separated Accounts Offices ought to 
and does efiect an improvement in the accuracy ot the bills, vouchors 
and accounts generally, and in securing a greater degree of compliance 
with financial rules and requirements. 

926. It follows therefore that, with the progress of such improvement, 
it ought to be feasible to redl1cc the Auditor General's audit by degrees 
to quite a small test-audit aimed mainly at enabling the A.uditor General 
to certify to the efficacy of the internal check conducted. 

927. Nature of Audit in Separate,d 0.ifices.-The nature of the audit is 
therefore so designed as to test in tum, as far as possible, the whole 
range of the activities of a Government or Department in such a way 
that, unless the internal check is thereby found to be defective, the 
e.ccuracy of the specimens tested may be taken as adequate evidence of 
the accuracy of the whole. This will best be shown by giving a brief 
account of the nature of the audit conducted in some of the Govem· 
ment.s and Departments in which separation has been introduced 
either experimentally or fine.Uy. 

928. The system of separation of Accounts from Audit has been 
applied experimentally on the Civil side to the accounts of the United 
Provinces, the North West Frontier Province, and certain Civil De
partments of the Government of India. In the case of the accounts 
of the Railway and Military Departments it has passed the experimental 
stage and has been finally accepted. 

929. Nature of audit applie.d by tlie Director of Audit, Uptwl, Pro
t>incas.-The audit applied is in the nature Qf concurrent test audit of 
a percentage of the accounts transactions each month. The test-audit 
is conducted on t.he lines a.pDlicable to the audit of expenditure in 
general, as explainea in Chapters 13 to t7. 

930. The systefn of applyJng t]le audit checks is not stereotyped, 
an~ new 11Jethods are tested from time to time. One of the tests is 
desigued"to ensure a lairly full audit of the accowits of one month in 
each half year, couplM with a full audit of the transactions of t·he March 
Final fllld 'subsequent transactions.•• 
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931. Nattsre of audit applied by the DWector of Jlailt«Jy Audit.-The 
nature a~d extent of the audit applierl by the Director of Railway Audit 
has been explained in Chapter 32. 

932. Nature of Audit applied b'!I the/Dicu'" .,/ *'""'9 :Aalftt.-.;-The 
expei'iment which led to the present ~fsf;,m ofoilll!tatutory Audit of the 
accounts and financial transactions of the Military• Department wae 
different both in its genesis and in its development from the experi
ments on the Civil side and in the Railway Department. This difference 
was the result mainly of the :l're~xisting Military Accounts system, in 
which there were no combined offices of Audit and Accounts subordinate 
to the Auditor General. The whole of the Accounting and inti'rnal 
audit work was conducted by the Military Accounts Department ; and 
Statutory Audit was merely superimposed upon this organisation in 
order to enable the Auc1itor General to carry out his statutory duties in 
regard to the audit of the ~ .. ¥, Jbriue Amel Military W orke expendi· 
ture. 1 

933. Prior 9to 1925, the experiment was in the following form. 
There were threll Deputy Auditors General for Military Audit duties, 
one at Army Headquarters, one for the Northern and Eastern Com
mands, and one for the Southern and Western Comm.ands. The work 
of the Deputy Auditors General of Commands consisted in an exhu ust
ive inspection, and test audit of the work done in each Command and 
District Office of the•Military Accounts Deparlment in turn. The 
Deputy Auditor General at Headquarters audited the sanctions of the 
Government of India in the Army Department and controlled and watch
ed the progress of audit in the Commands. 

934,. Fr the fear 1925 onwards, the test-auslU; of ilwee wn4Je 
'bas been condtic by th y Audit assisted by two 
Deputy Dire Assistant Directors, the latter four Officers) 
being allotted to the four mands. 

935. 'l'he~eew ef :hidlJ lzadi.tAn addition to controlling the 
work of hi~pati88 1118*Assista~ts, audits all sanctions of the Army, 
Marine an Military Finance Departments, scrutinises all Codes and 
Regulatiofis issued for the use and guidance of the Military Acc1>unts 
Department, an prepares annually a Report on the Appropriation 
Accounts of the · · · · · 

936. The audit in thao ands is conducted 90Dcurrently to see 
that the accounts of th as i~clud!M in ttle Finance agd Revenue 
Accounts, are a correct esentation of facts, and that they «epre6nt 
money that has really been spent in the manner i• which it ia showp. to 
have been ~]lent. 
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' 937. The test audit may be broadly divided into '(i) Stationary 

Audit, and (ii) Looa.l Audit. • 

938: I the 1'ffi.oe of each Controller o:f Military AocoUll.t.s...thei:e .is 
~~ationar audit staff ·which test*the work done by the office of the 
C01ftroller. The test 611.il is applied to the Accounts of one mon\h of 
each of the ea.al of the aoeounts, different heads being selected for 
different mon hs. 

939. It wil be clear that the examination of all the heads of aocount 
in turn, togeth with the tr&Qing artd ~rutiny pf the vouchers from 
which they hav been compiled, and the pursuing of the acco1mting 
throwgh the Secti nal and Consolidated Compilations to the final Com
\)ilation of the Ar y Accounts, must ensure that ail classes of original 
vouchers and of a~ounting processes are in turn test-audited. 

940. The detqjl~ procedure for the audit of any one head of account 
is brie.8.y as follows :...;... 

v"!'" 

The first stage Qi fM!st audit,iil' ihe verification from the vouchers of 
the figW'IB 'in th~cc01~ts ~ooks of the office of the Controller of Mili
tary Accounts. "''The p~ss of th.jj. "8fification is as•follows :-

(i) The verification \,f the consolidated figure against the sectional 
compilations ; 

{ii) The tracing tnd ~btaining of the vouchers from which the 
sectional compil~ions have been polfted ; 

(iii) The distribution of\ those vouchers to the Routine staff•; and 

(iv) A complete verifica.'-on of the sectional compilation figures 
against the youchera. 

941. The se\lond stage is ~audit of vouche~ against rufes and 
orders. These require speq£0 s dy ; and the audit staff should there
fore have detailed knowledge of e following, in addition t.o the Codes 
detailed in Chapter 25 :-

\ 
(i) Pay and Allowances Reg~tiona, Parts I and 11. 
lii) Military Account Code. 

(iii) Military Engineering Servio Account Code. 

(iv) Regulations for the Army in dia. 
(v) Regulations for the Military E 'neering Services 
(vi) Financial ltegula.tions for the yin India. 

(vii) Passage .8.egulations 
(viii) Military Aurlit Code. 

(ix) Royal Warrant. 
(x) Kini('& Regulations. 
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(xiv) y Instructions ~dia) and Infiia Army Orders issued from 
time to time. 

942. Test-auditors should also a&cquire a sound •knowledge of the 
nature of the expenditure which they ¥'e teat-auditing, of the con
stitution and fw:ictions of the Military Accounts Department, and of 
the general orgllhisation of the Apny. It is at this stage of audit that 
the oppo1t11nity ~c,,uts for the application of highe]' audit principles. 

943. The duty which falls to the test audit staff when condqcting 
audit locally is to visit combatant units, arsenals, supply depots, re
mount depots, dairy farms, hospitals, and other formations, and to 
test those of their original accounts records which snot submitted to 
the Controller of Military Accounils but are checke ally by a sta~ 
deputed hy him for the pu?pilse. This work resembles at done by the 
local in~ecti~ staff of a Civil Accountan\ Gen~ra~ d~soribed in the 
preceding Chapter, with this difference that t~err "'ut .A.a&i• 
Sta.ft not only rflviews the work of the units and formations themselves, 
but also conducts a statutory audit lest-check of the non-statutory audit 
which has already been conducted by the Military Accounts Depart
ment. 

944. Oonclusion.-Jt is interesting to note .. that, where separated 
Audit has been introduced in India, its working approximates fairly 
closely t.g. the procedure in England. Within each department the 
officials concerned with finance may be grouped generally as (i) the 
collectors,. (ii) the spenders, and (iii) the fin~cial controllers and ac· 
countants. These "three groups are interdepeWf.Ient, and often overlap 
each other. Outside this departmental.,. organisation there exists an 
independent authority, the Comptroller and Auditor General, who 
conducts a test audit of the trallfactions of the spenders and reviews the 
internal financial control exercised over them wit.bin tht. department 
and the correctness with which their financial activities are brought to 
account. The position ~a, where separation has been efJected, 
is closely.Parallel with the exclPiion that the accounts in India are main
tained, not by departmental accounting officers, but by offioers wl\o &rf>, 

primarily at anv rate, servants of the Finance Depa'ttment. 
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PART V. 

The Accounting Processes leading up 
and Revenue Accounts and to 
Accounts. 

CHAPTER :fl. 

• 

to the Finance 
the Technical 

Allocation of E-spenditure b!ttween C'lpital and Reren qe Accoqnt1. 

945. Acoouritirig processes in. t'M Account Office.-'J'he general procesBeB 
of the preparation of initial accounts and their submission to the Account 
Office have been described in Part II ; and it is now necessary to deal 
with the ac<¥)unting processes in the kccount Office. The essential 
preliminary to the accounting of Government transactions is the classi
fication of ee.cH item of receipt and payment according to the officio.I 
head of account to which it relates; and the general principles ancl pro
cedure of ela.ssification have been described in Chapter 11. 

946. Capital and Revenue Accoitnts.--Some departments of Govern· 
ment, such a.s Re.ilwys, and Indian Posts and Teiegraphs, are conducted 
on a rommercial basis. while the operations of other departments of the 
Administration sometimes include undertakings of a quasi-commercial 
chardcter, such as an industrial factory or a dairy farm. To indicate 
adequately the financial results of such undertakings, the maintenanc~ 
of Capita.I as well •as of Revenue Accounts i'1:iecessary ; and it is an 
important part of classification to allocate transactions correctly as 
between these two categories. The present chapter deals with the 
principles of such allocation. 

947. PrelimiMry in'IJ68tigations.-Just as a merchant wil! not embarli' 
on any new venture until he is satisfied that it is going to pay him, f!O 

it is incumbent on the respouaible officials of Government, before decid
ing on lYlY large scheme or project of a purely commercial n&ttl\'e, to 
"count the cost" and sa.tisfy themselves that the revenue to be qeriTt'd 
from its working, after meeting all expenses connecte'a. with its opf'ta
tion, maintenance and upkeep, will suffic\ at least. to repay the intoresG 
on the capital expended on k 

948. An essential preliminary ~ embarking "On !Uch a project, theu, 
is an estimate of the capital expenditule to 1'e incurred iv c."onnection 
with it, and of the probable gross revenue whieh will be rei.lised from 
it after it is started, This information enables tthe authority who has 
power to ;SiDCtion the scheme t8 Qetermine whether sanctien shouid or 
should not be accordedc 
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949. Distinction between Capital and R6'1J6nue ExpenditurB.-Tbe 
e11ccess of a commercial undertaking is determined by the percentage 
of the net profits to tht' capital expenditure. It is essential then to 
diiitinguish correctly eifii>cnditure which is debitable to Capital an.d to 
Revenue Account, rospectivelJl.. To make this distinction correctly 
&s one of the most important duties of the accounting autho1ity, as 
any error in th\s respect will falsify the whole of the results of commer
ai.11 accounts. Mr. Dicksee, in his Treatise on Auditing, draws this 
distinction as follows~- -'· · 

\•Shortly atste.:l, the question ca.n in a.ny event be ana'\Vered by finding the answer 
to the following question: Has the particular expenditure incurred in any individual 
ca.ae been inourred for the aake of improving the earning capacity of the undertaking r 
If the answer to this quBBtion ia in the affirmative, then, and to that extent, the expen· 
Jiture in question is Capital expenditure. But if it has only had the effect of putting 
the earning cape.city of the undertaking upon the same footing as that which had pre
Yiously obtained (and which hae amce declined by the ordinary proceu of wear and tear, 
ur tbe elB11:don of time, in respeot !JI which no provision has been made) it must be 
charged agamst Revenue. The preciae meaning of this latter qualilidation is that the 
mere renewal of Wa'Jting useta, not otherwise provided for, cannot be called Capital 
es:p9nditure, b11t that any extension, or the acquiring of fresh aaae\a, is in the nature 
of Capital expenditure." 

950. Ea,1~1.diture of a Capital nuture.-It is obvious, then, that the 
whole of the uutml easoenditure in connection with the formation of a 
1::heme prior to tts bemg opened fox regular worling must be reckoned 
o.a Capital expenditure, but that the Capital expenditure on the scheme 
does not Qease with the closing of the Project Estimate} That estimate 
n113rely provides for the formation of the scheme and the copseguent 
construction or acguisition of al!!ijlts to meet the 11eed~ incideq.tal to 
its working, as anticipated at the time of its opening, but doeR not take 
into account the additional expenditure required f~ the extension of 
the scheme or for the acquiring of fresh assets. Thus for example. 
in tlte case of o. Railway, as the traffic expands, the eed for additional 
facilities increases, o.nd, the process being in the me.jority of cases con-, 
tinuous, the .. Qu~iUU. accolJ!!.t of the Railway is never actually closed.1 
but additions are made to it from time to time in respect of extensions, i 
alterations, and substantial permanent improvements whick. add to 
the original val~ or durability of the property. 

951. Expenditure .chargeabk to lleiJenue. Aooount.-With effect from 
the date of the opening of the business of an undertaking, u~p1rate 
set of Revenut> &CQQu.uts baa. t-0 'be1kt>pt up in additWn to the Capital 
~s previo11sly m~ntioned, and 1ib.,e,teafter in the w;epa.ration of 
estimates,' the a.llo::ation of bills, and the final record' of expenditure 
iu' tF'e"'acco11nts. a cl~r distinction has to be drawn between expendi
tw:e of a Cl.pita.I nature, such as is illentio.n.ed above, and~Jure 
ehargea1ble t? the F..ev~nue 1:1."countJ. \vhich ma'{ be said to consist of 
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expenditure incurred in rep1acements, repairs, refi.ewals and deprecia
tion of fixed assets, and also the current expenses for carrying on the 
buaine1'8, such as B0.1aries of esta'6118iiinent employed. on earning revenue 
and other incidental expenses. such as rents, rates, carriage, insurance, 
eto. 

902. Hard and fast rules impos.'<ible.-'rhe foregf.ing sta.tement!'of 
the case gives only the general principle, which is applicable to a!l Gov• 
ernment Commercial Departments or undertakings. It is quite impos· 
aible to draw a hard and fast Jill.a ietween what is debit.able to the Capital 
and what to the Rev'enue Account. Cases may arise in which a work 
of rep1acement partakes of both a capital and a revenue nature• and 
this makes the question of allocation specie.Uy complicated. 

953. Rules for Railwu.ys.-In the case of Railways, the practice, which 
was until recently followed in a.Hocating between Capital and Revenue 
the expenditure on renewals anrl replacements, was based on the prin
ciples and rules promulgated in the Secretary of State's Despatch No. 17, 
dated 9th March 1864, the relevant portions of which are quoted below :-

(a) "ThPre can be no doubt that the expenses of an additional length of Railway, 
of the doubling of an existing line, of the original conatructlon of any work 
including that of thoae intended to be only temporary, aa well aa of all addi· 
tiona tu exi1ting works, ought to be charged to the C'apitn.l account." 

(b) "When new line1 form a junction with an e11illti•g Rn.ilway, tho e11penae of 
the junction, alld all ita concomitant appliance• of sta.tion1, aiding&, eignalr0 

etc., ia properly chargeable to Capital account and the coat ahould h di· 
vided, in such proportion a11 may be feir, between the two Railway1 for wbc1e 
mutual and joint benefit the junction is made." 

(c) "'l'he ooat of additional atatione and of any important building, not previoi:aly 
contemplat~ which fa added to an e:xiating atation, ehould 'be oharged to 
Capital account." 

(cl) "The coat of maintaining in a proper condition the worlta when completed 
muat be cha.rged to the Revenue account, but if any e1:traordinary cunalty 
abould occur auoh as the deaf.ruction of a bridge by flood, the caae muat be 
regarded aa exceptional, and the cost of construction or re1-lace1l'lent muat 
be charged to Capital or Revenue, or divided betweon them, &11 rray be deemed 
proper, according to the circumstances of the caae." 

(e) " In relaying raila. if the original raila have proved too light and Additional 
strength in weight of iron or Bteel be required, the Capital aceoa1Pt llhouJtJ 

9bear the differonoe between the coat of the new and improved raila a.rad that 
of replacing the old rails by raila of similar oharactl'r. Rtvenae being ehartg~· 
able for relaying and all other e:xpenaea. The aame principle 11hould be ap· 
plied to replacing by iron alcepen thoae of wood originally laid down." 

I/) "In the locomotive atock,-C..pital ought to bear thettrat expen1t. of anr addl· 
tion which may be made to the eldating atock and of any important irprnve
ment or altoration wHch may~ made in the larre~aa well aa of machinery 
1tl1ich ill abaolutely new, and not medily in it-placement of old but all re. 
pairs and le11 important alterations of tile e:xj,tting Btock o' Cfgine., • e.r · 
riagea or wagona a.lready paid for and handed over for working purpo11e11 
should be charged to Revenue. The rolling dick and plant, afterJiei!1f 
f'!lce paid for from Ca.pit.al, ~Ult be kept by Revenue to it1 full romplemeolt 
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(g) "In no oaae aholld the ooat of mere o.ppurtenancea of stook, after the open· 
ing of a line, or of a oharge auch as the aubatitution of one mode df lighting 
for another, whether in enginEIB, oarriagea, stations, or signal lamps, the cost 
of whioh has o.lready been paid for out of Capital, be admitted as co.pita! 
eiLpenditure. Theee properly belong to the traffic Revenue account." 

954. The actual oI"'t'a.tion of the a.hove principles has since 1>een 
frequently discusst!d. and the riiles have, on occasion, been elaborated, 
and moiified. In the case of company-worked Rail:ways, their strict 
application has sometimes been relaxed to meet the terms of contracts. 
Formulm were devised for measuring ~he•extent of betterment and the 
consequent proportion of the charge for replacement which should be 
met from capital funds. As developed and applied in practice, the 
broa.<f principle has been that revenue should pay for the cost of re
placing and renewing property to the same standard of effectiveness 
as was first provided out of ca.pita.I funds ; and that the cost of genuine 
betterments only, whether determined by a formula or by mQre general 
considerations, should be met by capital. 

955. Depreciation Fu>id.-'fhe question of allocation was again 
brought to the front during the consideration of the scheme for estab
lishing a Depreciation Fund for Indian Railways as recommended by 
the Railway Finance Committee of 1920. It was found at a very early 
stage of the discussions on this matter that the creation of a Deprecia
tion Fund founded, not on the original cost of the property, but on 
the expenditure which &would have to be incurred at some future date 
to replace the property in a like standard of effectiveness, involved 
difficulties and complications which would render the working of the 
fund all btit impracticable. This led to the adoption of a principle of 
allocation based entirely on the original cost of the. property to .he re
placed. This has greatly simplified the problem of allocation and the 
establishment and maintenance of a Depreciation Fund. This prin
ciple of 'original cost' is not inconsistent with the canons of commer
cial accounting, as the cardinal requirement of such accounting is that 
Revenue should pay or provide a fund for the adequate replacement 
of all depre<"iation of property. 

956. On the separation of Railway from general finance, a.. Railway 
Depreciation Fllnd was established with effect from the 1st April 1924, 
to pr~vide for tLe cost of renewing all we.sting assets with the excep· 
tion of formations. fencing a~l ballast ; and revised rules of allocation 
based on the "origifta.l coJt principle Have been promulgated from 
that date. Under t~ese,rules, when an article (or work) is replaced at 
more than the original tQSt, tlae extra coJt is charged to capital; and 
conversely, tvhen an ai:ticle is replaced at less than the original cost, 
capital is reduced by J;he difference between the original cost and the 
cost •.>f repht.cement. In both cases, f.qe full original cost is charged to 
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revenue, the actual charge to revenue being spread t,ver the period of 
the adumed normal life of the asset by means of the annual contribu
tion on its account to the Depreciation Fund. The annual contribution 
to the Depreciation Fund is a .final charge against the revenues of the 
year, irrespective of what the payments from the fund ma.y be. 'l'he 
e:floot of this rule is that, when an asset is ~laced or nbandoned or 
discarded before the expiry of its assumod norm.a.I Mfe, the cost at debit 
of capita.I is written off to the Depreciation Fund which continues to 
receive credit on its account until the expiry of its a.Mumed normal 
life. 

(957. The now rules of allocation of expenditure on renewals a.nd 
replacements, and the arrangement for the Depreciation Ll'und, could 
not, however, be introduced in Sta.to Railways worked by companies 
so long as the present contracts remain in force. In these Railways 
the actual expenditure on renewals, etc., is charged against Working 
Expenses. 

958. Minyr works, and tem]J<Wary and ei:perimen'al VJOr/Cs.-As an 
exception to the general rule, the cost of any work estimated to coat 
not more than a stated sum, as well as the cost of all temporary and 
experiment.al works, a.re charged to revenue. 

959. Capil.al re<fipts.-Capita.l receipts ariae IU.&mly from the sale 
or disposal of assets •lrea.dy charged to the Ca.pita.I accounts, and are 
therefore treated as a reduction of ca.pita.I expenditure. In the case 
of Railways, these consist mainly of Capita.I raised by Companies work· 
ing St.ate Railways towards outlay on those Railways. 

• • 
980. System in Indian Posts and Te/,egraphs De]Nlrlment.-A ·com

mercial system of accounts has been introduced in the Indian Posts 
and Telegraphs Department with effect from the year 1925-26. Block 
accounts have been prepared showing the present val11e of existing 
aBBets. The valuation Reports revealed that the amount of 'expired 
capital outlay ' on April 1st, 1925, was very considerable, and that asseta 
repres~nting an appreciable amount of expenditure have beP..n lost or 
abandoned in the past. A Depreciation Fund, contributions t<" whioh 
a.re ma.de on a Sinking Fund plan, has also been instiM.tted, but ifhe Fund 
bears the cost of replacements to the extent of the depreciation aocru• 
ing after April 1st, 1925,•only, while the balaace of expenditure which 
corresponds with the expired ca.pita.I outlay on April let, 1925, lS met 
by interest-bearing advances from Gelilera.l ij,event.es. -

961. Special rules for Irrigation works, etc.-AB regards• the projects 
for Irrigation, Navigation, Epibankment aiTd Draina~e Wolks, the 
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• following rules art ob~erved in deciding whether an item of expenditure 
should be charged to Capital or to Revenue account:- ~ 

(a) Capital bears all charges for the first construction and equip
ment of a project. as well as charges for maintenance on 
sections not opened for working, and charges for euch aub
sequent addrt'ions and improvements as may be sanctioned. 
under r~es by roiftpetent authority It may also bear 
charges on account of re&toration of damages caused by extra
ordinary casualties. such as flood, fire, etc., and such chargeB 
are separately recorded as " ~ordina.1y replacements"• 

(b) Revenue bears all charges for maintenance and working ex
penses which embrace all expenditure for the working and: 
upkeep of the project, and a.lso for such renewals, replace
ments. additions. improvements or extensions, as under
the rules in clauses (e) and (d) below are chargeable to the 
Revenue account. 

• 
(o) In the case of renewals and replacements of emting works. 

if the cost really represents an increase in th11- capital value 
of the system a.nd exceeds the cost of the original work by 
Rs 1,000, or such other limit as may be fixed by the local 
Government, the cost of the new work is divided between 
Capital and Revenue, the portion debited to the latter ac
count being die cost of the original work, which is estimated 
if the actual cost is not known, the !Ju.lance being charged. 
to Capital. In other cases, the whole cost of the new work 
is. charged to Revenue. ThUB a renewal which does not 
represent a substantial improvement of the original work, 
but is in all material essentials the same 'as the latter, al
though it may exceed the cost of that work by more than 
the prescribed amount, is not charged to Ca.pita.I but to the 
Revenue account. 

(d) When the construction estimate of a project for which a sepa· 
rate Capital account is kept, is closed, the expenditure on 
works of extensions will be charged thus :-

(i) Estimates exceeding Rs. 1,000, for (1) works which are in 
themselves directly remu.oerative, such as new distribu
taries, mills or yorks for increasing the canal discharg& 
and (2)•works which are necessary for the full develop
ment 1>f I\ project, but are not in themselves directly 
remuueratin, shitll be charged to the Capital account. 

(117 ~stimat.es amountil'i' t.O RF. 1,000, or under ehall be
oharged & the Revenue account. 
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• 
(iii) All estimat.es for works which are neither remunerative in 

themselves nor considered necessary for the develop
ment of the project shall be charged to the Revenue 
account. 

962. H<YW tlie Oapi,tal and Re1Jenue Ezptmditure 4 met.-The revenue 
expenditure of quasi-commercial projects is generally met from the 
-Ordinary revenues of the country, but the capital expenditure is met 
mainly from the fo~wing S<IUMes :-

(a) Current surplus revenues or cash ha.lances accruing from pre
vious surpluses ; 

(b) Any balances availablA from Savings Bank or other Deposit.a: 
and 

(o) Sums borrowed in the op-en market or from the Provincial 
Loans Fund . • 

The question whether the capital expenditure on a particular work 
·Or project is to be met from revenue or from other sources, is pW'ely 
a question of finance. The capital expenditure on the Northern India 
Salt Revenue Department is charged in the Revenue Section of the 
aocount.s. 

• 
963. Local Gove'f"lftents' -p<YWers ~f bomrU1i1l!J.-As to (o) above, 

large powers have now been conferred on Governors' provinces to raise 
loans required for their needs under the Local Government (Borrowing) 
Rules. Local Governments can thus raise 10&11s for any of the following 
purposes :- • 

(a) to meet capital expenditure on the construction or acquisition 
(including the acquisition of land, maintenance during 
construction and equipment) of any work or permanent 
asset of a material character in connection with a project 
of lasting public utility, provided tha.t-

(i) the proposed expenditure is so large that .it cannot 
reasollably be met from current revenue ; an<l . ' (ii) if the project appears to the Governor Otmeral in 
Councjl unlikely t• yield I\, return of not less th.r.n • 
such percentage as he may lrom time to time by 
order presCl;ibc, :i.rrang('llllellts are made fore the 
amortization of the debi-; 

- . -
i,.uJ to meet any classes of expenditure ill irrigation which have 

under rules in for~.before the passing of the_ Act bl!6 met 
from Loan Funds ; 
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(c) for the giving of relief and the establishment and maintenance 
of relief works in times of famine or scarcity ; 

(d) for the financing ,of the provincial loans account; and ... . 
(e) for the repj\yment or consolidation of loans raised in accordance 

with these rules or the repayment of advances made by the 
Governor General in Council. 
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CHAPTER 38. 

Compilation of Accounts,._ 

964. The Several Stages of Oompilation.-The fitst compilation of 
the Indian public accounts takes place at the Government treasuries 
and in certain departmental offices whose transactions appear in tlJe 
treasury accounts in lump ; the s~ond takes place in the several Account 
Offioes mentioned in ~hapter 5 ; the third-a subsidiary account-takes 
place in the office of the Controller of the CurrenCY. ; and the fmal com-
pilation takes place in the office of the Auditor General. • 

965. Tke Initial Oo·mpilution.-Thc first stage of the initial compiJa .. 
tion is the daily accounting of each receipt and payment as it occur& 
in the Cash Books and s,p.l>sidiary re~~rs of the Treasury and of cer· 
tain departmental offices. This proceBB corresponds with the daily 
postings of tl..'e Cash Book and Ledgers u: a business firm or company 
(except that t~eir Ledgers are kept by double entry). From these 
initial records each treasury com!!i~s schedules of receipts and pay
ments for each Department, or1or each major head µ.ot relating to 
any particular Department, which, together with the monthly Cash 
Account and the List of Payments, are submitted to the Account Offices. 
The departmental &CC(\Unts are however submitted to the Account Office 
already compiled, together with the necessary vouchers and other do
cuments. 

966. Proceilure of account in Account Officcs.-The procedure of the 
initial compilation has been described in Chapters 8 and 9 ; and it is now 
necessary to pass on to the later stage of the procedure of accounting 
in an Account Office. This Chapter mainly describes the various pro
cesses generally followed, in a combined Civil Audit and Account Office*, 
in the compilation of the account of Government transactions in India 
in reJpect of which initial accounts are rendered to the In-Iian Audit 
Department by trcasurie.s and by certain departmental officers. In 
1.he case of Posts and Telegraphs Account Offices, the system described 
here maJJ be taken as a general guide, though in matters of deTIBil the· 
rules prescribed in the Posts and Telegraphs Account Codes are appli-
~~ • I 

967. The system of accopnt compilation as obtaining in tlae sepa
rated• Account Offices is not carried out by the fndian Audit Depart
ment '; although it should be reme~bered that in tbir case the AuJitt>r 
General has the power to prescribe the form ill which, and_.the time or 
------------------------------------ . ~ • Nou.-ln the cue of Ghe otlic• of the Accountant ~eneral, Central Hevenpeii 
the Accounta.nt General, MMJ.raa, and the Audit Officers, lndiu.n Storca Depart•!Wt' 
and \he Lloy~ Barrage and Canals Comhction, the procedure for ron11ilation dllf~ 
in certain det.ail1 from that deaoribed in this ChaptN'. 
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times at which, the• accounts shall be submitted to him for ~udit and 
for inclusion in the Fin nee and Revenue Account.a. 

968. Compilation of Treasury Accounts.-The di tinctive feature of 
the method by which, until recently, accounts were compiled in the 
Account offices was ttat the District or Treasury formed the maill ac
counting unit, and the whol& of the public transactions taking place 
at a treasury used to be collected in the first instance in a separate com
{tilaJ;ion .book for that particular treasury. The figures from the com
pilation books for all the treasur~es we1e then cons9lidated under different 
heads of account through the Detail Book. , 

W9. The defect of this system lay in the fact that the figures per
ta.inina to a head 0£ er vice remained, in the initial stages of compila
tion, i:mattered over a number of compilation books, and it was not 
until ometim had elapsed, and the figures had undergone numerous 
processe8 9f compilation, that the total expenditure for the whole 
Province under each head coold be readily ascerta~ned. 

970. Obviously this arrangement was unsatisfacto17 from the point 
of view of financial control ov r the progress of expenditure against 
fwids allotted ; and the defect in the system became the more notice
able after the Reforms of 1919 in view of the enhanced responsibility 
p ced upon the administrative authorities in regard to this matter. 

971. To remedy this defect, a system of oompilation-commonly 
known as the De art e stem-has been ll.itroduced in the Ac
count Office un er which details of transactions are compiled under 
Revenue and Service headi'I for the whole Province on a Departmental 
or Major Head basis. The detailed procedure is d~scribed below ; c.nd 
it should be observed that the se a.rate schedules of receipts an<l ay-
ments which are submitted ~ treasurie or · - . ..._...,._ - -
nary to 1t, 
~ 

972. The first stage of Oompilati<>n of the Tr~sury Accounts :-The 
Detail Book.- The first stage of compilation is the posting of the Detail 
Book ectly from the.tu.~ List of a.ym Account. 
The Detail Book contains a vertical column on the l for the district 

·O~t asury, and horizontal columns for each detailed head of lccount. 
' . . 
73. As reven~e receipts and serv1c~ payments are shown ~p 

...!lWP tota.111 of ma1or heads ot account m the Cash Account or the List 
of payments, the fi es, so far as these h~ds are concerned, are taken 
m lump against too suapense heads (receipts or payments as the case 
mal be), ¥med after tt..e Depart"me!1t or major head concerned, pend-

g detailed classifica.ti n ~.ud final adJustment in the Cla · ts. 
T e suspense ~ad are the connect~g links betwe e 8 
gg.m;Wlatio ma.de from the treas1lr3'i1st of Payment.a and ~e 
.count, \na the oorres~nding detailed com • . . 
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..f!,bRd~_ in resp~(t of each Department or major heed of 'revenue 
ce1pts or 'service payments' . 

• 
974. The sooond stage of Oompikaion of the Treasury Accounts :-The 

Q.l,assified Ahmacts.-At the same time, rerc~ts IWQ l!Ji1.-Yl!1eJ!!s per
taining to detaj.l~d heads of revenue and expenditure, which are en
tered 'by tfeieuries in snrl\_t~ ft•ules, are g~>Uped, totalled and 
posted in the CJ!~_!.fi~d stract which is .w.aint~inetl ~~r!L,te]y for 
each Department, cam group 0£ smaJl Departments, or eac ID&JOr head 
of account not relating to any particular department, according to local 
convenience. The form of this.A~stract is precisely the same as' that 
of -the Detail Book . .t ;;J.. ( 

~ .. . 
976. After both the scheduJcs of payments and the receipt schedales 

for the month have been completely posted in the Classified Abstract, 
the total of the postings is taken (with a minUB sign) t-0 the Suspense 
head namcd''ll.fter the Department or major head to which the Abstract 
relates, in clearance of the conesponding suspense head in the Detail 
Book. 

976. The prompt clearance of these suspense heads is an essential 
feature of the aJa"angemcnt, and is watched through separate Broad
sheets maintained for the purpose. 

977. The Classified Abstracts, when completed, bring out the monthly 
Provincial totals under each detailed and minor head of revenue and 
expenditure for ea.ch Jle_p~~!ll~l\1i..2~-.P.:l~j~r ,head, Ml the case may be. 

978. The third stage of Compi"laticm of the Treasury Accounts :-The 
Consolidated Abstrcwt.-The next stage of compilation is the posting 
of the figures from the Classified Abstracts into the Consolidated Ab
stTact. In this Abstract, heads of account appear in a vertical column 
on th<> Mt, and similar columns are provided for each month for progress
ive totals for all months. except April. Separate Consolidated Abstracts 
are maintained for each Department or Major Head of account. , 

979. DefXJrtmental Accounts.-l,b.c procedure in dealmg with the 
departmental accoWlts which are rendered to the combined Civil Audit 
&nil Account Offices is· slightly different, as they are received a.lrea~ 
compiled and arc.incorporated direct in the Detail Book, in SeJ.i6rat~ 
volumes ~deb may be kept for each such Department. The seoond 
stage of compilation of the departmental account is 1'he prepardtion 
of thEl_,Qonsolidated Abstract, of which one set is maintainl!'i ior incor· 
poration of the departmental Jiwea ~s wtJ!l as the.figures under Deht 
and R;mitt.3AGe. heads. - 980. The final stage of Oom1pikaicm :-..4.bstrad o Major HS{d T!lJala. 
-The final stage of compilation is the prepara 1$iO e >atract•of 
Major Head Totals from the Consolidated Abstrac4' mentioned m piy-&
graph 978. 'This Abstract is in the ¥P1e form as the nsolidat«td A hstract 
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and shows, by ,major heads of account, tlte entire receipts and disburse
ments of the Provface during and to end of the month. t It brings ou1i 
the joint accounts of the Central afi Provincial Governmehts under 
revenue, expenditure and debt heads, xcluding (1) transactions adjusted 
finally in the Home Accounts and ( ) Miscellaneous adjustments be· 
tween the Central and 'the Provincial Governments which are adjusted 
outside the regular ac!t:ounts. • 

• 
981. Tke Civil Account.~On completion of the Abstmct of Major 

Head Totals, an extract from it, in a form known as the Civil Account, is 
forwarded to the Controller of the Cur{ency on the 25th of the month 
following that to which the account' relates. • 

982. Account of tile Controller of tke Ourrency.-The Controller of the 
Currency also receives the account of the Indian Posts and Telegraphs 
Department and the Railway Department, and submits to the Govem
ment of India the following monthly compilations of the accounts received 
by him:-

(i) a compilation for Civil Account Offices ; 
(ii) a compilation for Posts and Telegraphs ; 

(iii) a compilatfon of the Railway Accounts. 

These, however, are not available un5il two months after the month 
to which they relate. Figures of treasury receipts and issues are reported 
to the Government of India on the 16th of the following month except
ing those for the month of January which are 1!elegraphed on the 10th 
of the following month. 

983. Accounts furniskeil to tke Provincial Government.-The Account· 
ant General* furnishes the provincial Government with a monthly account 
of its transactions in such form and detail as ma.y be require'1. This 
account includes also the Home transactions of the provincial Govern
ment as shown in the wonthly accounts received from the India Office 
and the High Commissioner, the sterling figurea being converted ilfo 
rupees at £1=Rs. 131. 

984. Summary of tke Accounting Process.-It will be noticed that 
the monthly compilat.ions in the combined Civil Audit and Account 
Offices proceed in four stages. In tht! case of each treasury, ~e original 
aocounts reach the Audit office in the form of Schedules of receipts and 
paPnents, Cas"b. Account, and List of Payments, supported by the 
necessary vouchers, while, in the case of departmental offices, they are 
received in the forftl of clas:med abstraci!s, supported by the necessary 
documents. • • 

985. Tjie problem 115 to l!scertlin the total reoeipts and payments 
ut!der eacn detailed, minor 01' major head of account for the whole 

C\Non,-Thi1 does noflapply to• Pro•ince where the separate Aoooimta are oomuilecl 
&1nder the dilection of t;be Looal Governmcmi i.taelf. 
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Province. To this end, the• receipts and payment~are~i) grouped and 
totalled for each District under each detailed head in respect of Debt 
and Remittance transactions, and in lump for revenue receipts, and 
service payments {this item refers to Treasury transactions only), (ii) 
summed into ~part2!!.0ntal totals J,W.det. ea'Ch. detailed and minor head, 
(iii) sammed m o~"Provincial totals under each mi.nor and ml!Wt.. head. 
Opportunity is at llle-same time taken to compare tie growing figures 
with the budget estimates and appropriations. The essential compila
tion books are the Detail Book, the Classified Abstract, the Coruiolidated 
Abstract,ana· the Abstract of Major Head Totals. 

I • 
986. Subsidiary Accounting Processes.-ln describing the main out-

line of the successive stages of Compilation, certain subsidiary acc<Junt
ing processes have been omitted which are essential in order to bring 
correctly to account items which do not fall properly into their places 
in the ordinary course of procedure. These will now be considered
although it will be understood that they come chronologically at an 
earlier stage. 

987. Oorredion of Aceounts.-Co~ctions. of accounts, necessitated 
amisclasslflca~on or other causes, are made by means of transfer en
tries, except that, when a correction affects heads appearing in different 
Classified Abstracts maintained by the Treasury Audit Sections in a 
Provincial Accountant General's office. the necessary transfer is generally 
effected through the medium of the iu1spense...heads mentioned in para-
graph 973. • 

988'--'[ransfer entries.-Tra.nsfer entries, as the name indicates, are 
entries made to transfer an item from one head of account to another. 
The idea is in itself simple, but the procedure necessary to carry it out 
is solll\lwhat elabo1'h.te, The detailed procedure and forms are given in 
Chapter 11 of the Account Code. The,final outcome ia a number of 
separate statements sho1"ing the debits and credits tO be made under 
each detailed head. the•tota!s of t~e debits and credits being necessarily 
equal. In the a.se Ofrevenue and · s only the net result 
appears in these statemen , or in other words, the debits o.nd credits 
under each detailed head are deducted from each other and only the 
balance posted. But in the case of Debt and Remittance heads, the 
gross credits and debits are usually posted, as these heads have answering 
accounts on both sides. _ T.L.e net result of all the ttansfer eutfries id 
posted Ulonthly at the foot of the Detail Books and the Cfasaified Abstra<.ts 
and the d~ed and minor head totals a.Pe thus rtrrect;ed, 

989. Exchange Accounts.-Exc~ge Accouut t~actiow; c.re of 1!he 
nature of paper remittances from one• Depaftment to a~otl1er, The 
Military Department receives or pays an a.mount which belou~s t,o e'Jivil. 
It credits or debits it to " Exchange Account bet\\~en Civil and Mili~ry" 
(a head \J8der Debt and Remit11e.nce) and sends an account to Civil 
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which responds•by pebiting or crediting'' Exchange Account between 
Civil and Military " by credit or debit to the proper revenue er service 
head. On the Government books, therefore, for the single transaction 
(which we will say is an item of repeipt) there are in t.he first stage three 
entries, namely a credit and a debii to the head " Exchange Account 
between Civil and Mili.tary," and a credit to the proper revenue-head. 
In the Auditor Gtr.ieral's offic~ the entries under the Exchange Account 
head are taken against and cancel each other, and the net result is the 
credit to the revenue head transferred from the Military Department 
where it occurred to the Civil Departmpnt where it has to be brought 
to accoup.t. As in the case of transfer entries, w'.alile the idea is simple, 
the actual proceBB is a somewhat elaborate bit of accounting. 

e9o. Division of accounts.-It has already been explained (paragraph 
240 and Chapter 15) that, in· addition to the numerous heads of 
account or classification, there is a broad division of Revenue into 
Central and Provincial, and of Expenditure into (1) Central-Non
voted, (2) Central-Voted, (3) Provincial Reserved-Non-voted, 
(4) Provincial Reserved-Vottd, (5) Provincial Transferreo-Non-voted, 
(6) Provincial Transferred-Voted. In the Detail Books, Classified 
Abstracts, and Consolidated Abstracts, the detailed beadP subordinate 
to each minor head are grouped under these sub-divicJion& The Abstracts 
t>f Me.jor Head Totals bring out, therefore, the total figures of the 
province under ea.ch of these sub-divisions for each major head. 

991. Accounts com,P';led in &parate.d Account Ojices.-Simultaneously 
with the compilation made in the combined Audit and Account Offices, 
similar oompila.tions are also prepared by the separated Account Offices 
for the area or department concerned ; and in their case also the essential 
books of compilation are the Detail Book, the Classified Abstract, a.nd 
the Consolidated Abstract. " • 

992. Accounts submitted to tke Auditor Genera.l.-From the accounts 
thus compiled in Account Offices, the progressive figures for March 
final, that is to say such of the transactions of the year as can be adjusted 
up to the 31st July of the following year, are communicated to the Auditor 
General on the 10th August. Correcting or additional entries made 
after the despatch of the March final account are communicated to the 
Auditor General in two batches on the 10th September and 10th,October, 
after which no entries are permitted. 

' L 

993. Indian Home Accounts.-Copies of the accounts prepared by the 
fndia Office and the High Commissioner in respect of transactions 
incurred in England o!,, behalf of the Centraf and Provincial Government" 
which are finally bolfked in the lndi•n Home Accounts, are also seut b' 
the Home p.uthorities t.8 the l.uditor General. These, together witl! 
the ~ccoU!l.ts mentioned in the last paragraph, form the basis of the 
Finance and Revenue•.Accounts which will be considered in the next 
Chap;.er. 
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994. Machine Accounting.-Before closing this Chapter, it is desirable 
to mention the fa.ct that experiments a.re at present in progress in the 
mechanisation of accounting processes. In regard to simple processes, 
such as the accounting of Provident Fund transactions, the use of 
machiles has already become standardised. Th~ mechanisation of the 
processes of accounting which ha.ve)een described iit this Chapter re
quires, as must be apparent, far greater study and experiment in view 
of the numerous complications which these processes involve. It is 
too ea1'1.y, at the time of writing, to include any details regarding the 
progress of these exphiments ; but readers of this Manual should use 
every endeavour to keep themselves in touch with the development of 
the employment of machine methods for accounting and compilA.tion 
work. 
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CHAPTER39. 

Finance and Revenue Accounts. 

995. Finance and "Revenue Accounts.-The final compilation •of the 
Indian Public Af:counts (including the accounts of the transactions 
occurring in England) is prepared in the Office of t.he Auditor General 
in a form known as the Finll.nce and Revenue Accounts of the Government 
of India, for submission by t~e Au~itor General to the Secretary of 
State in Council, through the Governor-General lit Council. 

9.96. Statut0'1'y basis of tlie Finance and &venue Accounts.-The 
statutory provision relating to ~he public accounts of India is contained 
in Section 26(1) of the Government of India Act which rune as follows :-

" The SecretMy of Sta.to in Council shall, within the first twenty-eight days during 
which Parliament is sitting next after the firat day of May in eYery year, lay before both 
Houses of Parliament- • 

(11) An account, for tho financial year preceding that last compl~d of the annual 
produce of the revenue• of India, ! distinguishing the ll&Dle under the respective heads 
thereof, in each of tho several provinces ; and of all the annual recei}lY and dishursementa 
at home and abroad for the purposes of the Oovemrnent of India, distinguishing the 
1a111e under the respl'<ltive heads thereof ; 

• • • • • • 
(c) Accounts of all stocks, loans, debts and liabilities chargeable on the revenues of 

India at home and abroad, at. tbe commencement and close of the financial year preceding 
that last completed, the loans, debts and liabilities raised or ~curred within that year, the 
aruounts paid off or discharged during that year, the rates of interests Lorne by those 
loans, debts and liabilities respectively, and the annual a.mount of that interest. 

'II • • • • • 

997. The accounts prepared in obedience to this provision of J.aw are 
the Fina.nee and Revenue Accounts of the Government of India. mentioned 
in the opening para.graph of this chapter. Rule 18 of the Auditor 
General's .Rules definitely imposes upon the Auditor General the duty of 
preparing the annual Fina.nee and Revenue Accounts of the Govern
ment of India in the form prescribed by the Secretary of State, and thus 
gives statutory recognition to the practice which was previously in force. 

998. The compilations received from the Account Offices in India, 
and the Home Acoounte received from England, are the baeie of the 
Finan\}e and Retenue Accounts ; and the powers vested in the Auditor 
General in regard to accounts, as described in paragraphs 47, 54 and 97, 
are incidental to hie Reponeibillty for the p:oopara.tion of the Finance and 
'Revenue Accounts . ... ~ u • 

999. The compilatioIP of thtY Finance and Revenue Accounts is made 
by 'bollecijtig the figures communicated by the several Account Officers 
and those in the Homet.\ccounts, acrordi~g to the arrangements described 
in p~agrap\l. 10.11 below, through a l\eyarate compilation record called 
the Wo:s:king Sheets., Brfore, however, these figures are finaliy accepted .. 
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they are carefully checked with the Budget and DeIJl#lld& for Grants, 
and any inaccuracies disco'\lel'ed are communicated to the Account 
Offices for re-adjustment in the last batches of a~unts . • 

1000. Peculiarities of tlie Finance and Rewnue Accounts.-The pre
paration of the Finance and Revenue Accounts is complicated by reason 
of the fact that these accounts-

• 
(a) cover transactions not only of the Centraf Government but also 

of the Provincial Governments with their :cparatc resources 
and theoretically separate balances ; 

(b) combine transactions in wwo currencies,-rupee and sterling
the exchan~e relation of which varies from time to time. 

The present method of exhibition of the accounts is the outcome•of a 
series of developments which are described in the introductory note to 
the Finance and Revenue Accounts. 

1001. General a"angement of Accounts.-The Finance and Revenue 
Accounts consist of three parts :-

• .. 
(i) General Accounts (Accounts Nos. lA to 12) . 

• 
(ii) Subsidiary Accounts (Sections A to W). 

(iii) Appendices. 

Throughout the General AccoWlts, the transactions are presented iu 
round sums of RupeeSlf the transac.:tions in Englatfd being combined with 
the transactions in India at the rate of exchange prescribed by the 
Secretary of State for India. In the Subsidiary Accounts, however, the 
transactions in England are as far as possible exhibited sepa.rately in 
sterlinj. the total being converted into rupees and added to the India 
figure so as to giv: a rupee total. 

1002. General Accounts.-These Accounts open with a general state
ment which shows in parallel columns the revenue and expenditure of the 
Central and Provincial Governments, the latter in the aggregate, and 
bring out the net result of the revenue account of the Central Government 
on the one hand, and of the Provincial Governments on the uther. 

1003.• Next to this a summary is given of the receipts and dislbnrse
ments of the Central Government working from the cash balance at the 
commencement of the year to the balance at the end ol the year.' 

1004. Then an account ~given showfng by geographical areas the 
revenue and expenditure of India, both Central and Provincial, in the 
several Provinces of British India and in.Engl,.id, &1-ranged under maf or 
heads of revenue and expenditure, and finally_ the total tevenue _and 
expenditure of India as a whole. 



282 

J.001-1008 ] FINANCE AND REVENUE .ACCOUNTS. [ CJu.p, 39' .. 

1006. These 11Je followed by other statements showing :-

(i) In the t:ase,.of the Central Government, the revenue and expendi
ture of that Government, as distinct from those of the Pro
vincial Governments, arranged under major heads of account, 
and their distribution between England and the several 
Provinces Qf India ; and the debt and remittance transac
tions arranaed under main heads, and the opening and c1osing 
cash hlances di1tributed between England and India. 

(ii) In the case of each Provincial Government, its total receipts 
• and disbursements, both in India and England, under revenue 

and expenditure major hEfads as well as under debt heads, 
the distribution of the expenditure between " Reserved " 
and "Transferred," and its opening and closing balances 
held in deposit with the Central Government. 

(iii) The distribution between ' voted ' and ' non-voted ' of the 
expenditure of the Central and of each of the Provincial 
Governments hy major heads of account. 

1006. Suhsidiarg Accounts.-The Subsidiary Accounts show by minor 
heads, and by detailed heads where necessary, the deta'ils of the figures 
shown in the General Accounts. For convenience of exhibition, the 
transactions are grouped into sections which are distinguished by letters 
of the alphabet, a double letter denoting the capital portion of the parti
cular set of transactions. By this arrangement a complete idea can be 
formed of the Capital and Revenue transactions of the important Com
mercial Departments which are brought to account under different major 
heads in the general accounts and estimates. The nature of the accounts 
included· in each section is described in the explanatory notes appended. 
thereto. 

1007. The Subsidiary Accounts are prepared on the basis of ' Govern
ments ' as a unit, and under each Provincial Government they show 
the distribution between ' Reserved ' and ' Transferred' of the expendi
ture in India and in England. Each of these accounts is preceded by a 
comprehensive note explaining the nature of the transactions with. 
which the account deals. A close study of the notes preceding the 
important accounts gives a general insight into the principles taderlying 
Uie financial system followed in India. 

1008. Appendices.-The Appendices in the Finance and Revenue 
Accounts are three in -iumber, marked" A "1 " B "and "C." Appendix 
" A " contains a general account of the debt and remittance transactions 
of the Govemment of India, distiibuted between England and the 
several Pro1 inces of British India. This is followed by detailed accounts 
of debt and remittance heads of whirh the particulars are not given in 
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the body of the Finance atnd Revenue Accounts. ~ ppendix " B " 
contains,.an account of capital raised by Railway Cotnpanies for expendi
ture on State and other Railways in respect of which guarantees of 
various kinds have been given by Government. Appendix "C" re
produces the Balance Sheets and Profit and Loss Accounts of some of 
the JJ¥>re imp'Ortant Commercial undertakings of the Central and Pro
vincial Governments whose accounts are maintained under the rules 
in Chapter 2 of the Account Code. The detailed accoufits of these under
takings are, as already stated, maintained out.aide the regular Govern
ment Accounts in the proper commercial form, and the accounts are 
subjected to the usual.audit chec:lt by the Director of Commercial Audit. 

1009. Method of accounting.-In paragraph 19 it has been stated that 
the mass of the Government accounts are kept by single entry •• The 
whole of the compilation described 80 far (except the pro fomW. accounts 
of the Commercial departments and undertakings) is single-entry com
pilation, and may in fact be regarded as the compilation of one huge 
·daily, monthly, and yearly Cash Book, broken up into Treasury, Depart
mental, Central and Provincial Sections, ;.nd working to a daily and 
monthly casl!" balance or surplus. But there is also a double-entry 
portion of the Gpvernment Accowits, which will be described in the next 
Chapter. 
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CHAPTER 40. 

Technical Accounts. 
1010. Review of Bil~nct'.s.-Under Rule 21 of the Rules framectunder 

Section 96-D (l)o-of the Government of India Act, 1919, the Auditor 
General is statutorily responsible for preparing a Review of the Balances 
outstanding in the hooks maintained by the Account offices. This 
is necessary in order to bring home to the debtors of Government their 
liabilities, and to review Government's liability 'i;o the public. 

1011. Technical Account.!1.--This necessitates the maintenance of a 
aet of Technical accounts called the Journal and Ledger, which are main• 
tained strictly on the Double Entry system. 

1012. The main purpose of the ,Journal and Ledger is to bring out, 
by a scientific method, the bu.lances of accounts in regard to which 
Govemment actA as a hanke.1' or remittrr, or borrower or lender. Such 
balances are, it is true, also worked out in the regular Government 
accounts already described, which are single-entry cempilations ; but 
their accuracy can be guaranteed only by a periodical verification with 
the balances brought out in the double entry accounts. 

1013. As the finances of each of the Provincial Governments have now 
been separated from ~hose of the Central Govemment, it has become 
essential that the balances relating to each Government should be sepa
rately worked out, and for this purpose the Journal and Ledger are main
tained in two parts : Part I for transactions of the 'Central Government 
and Part· II for those of the Provincial Governments. 

1014. The Joumal.---The Journal first sets out all the opening b11.lances 
of the year, then all the transactions of the year, and finally all the closing 
balances of the year. As the opening entrie.s of one year in the Journal 
are the exact replica of the closing entries of the previous year, the former 
are posted only by group heads, full details under each being available 
in the cloPing entries in the previous year's Journal. 

1015. The transactions of each month are then posted in the Journal 
by the following entrieK :-

1.-CENTRAL SECTION. 

(i) Sundry Ac~unts, etc. Dr. to:---
(a) Revenue Receipts and Sundry accounts (Central)-for 

the 'reveµue anti receipts of the Central Government of 
the month. 

(~) Provincial' Government--for the revenue and receipt.a 
of the Provincial Go~ernment of the month, 
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(ii) (a) Service expenditdre and Sundry accounts 4Central)} Dr. 
fb) Provincial Government . . •. . . to-

Sundry Accounts, etc., for the amounts of the Central 
and Provincial disbursements of the month. 

(iii.) Provincial Government Dr. to:-
Net Expenditure in England (Provincial Dovernment) for 

the net transactions of the Provincial Government in England 
for the month. 

(iv) Provincial Government Dr. to :-• 
Provincial contributions and miscellaneous adjustments be-

tween Central and Provincial Governments for the. net 
adjustments under this head. 

Il.-PROVINCIAL SECTION. 

(i) Central Government Dr. to :-
Revellue Receipts and Sundry·• accounts (Provincial)-for 

the ~evenue and receipts of the Provincial Government of 
the month. 

(ii) Service Expenditure and Sundry accounts (Provincial) Dr. to
Central Government-

for the disbursement in India of the :.frovincial Government 
for the nfonth. 

(iii) Net Expenditure in England (Pr11vincial Government) Dr. to:
Central Government-

for the bet transactions of the Provincial Government in 
England, for the month. 

(iv) Contributions and Adjustments between Central and Pro
vincial Governments Dr. to:-

Central Government--
for the net adjustments under the former head. 

1016 •• The totals in the amount columns of the Journal are not cloacJ 
at t.he end of each month but are carried forward continuously :;ill the 
end of the year when the balance should be struck. The details,of the 
balances as worked out in the Ledger are then posted in t.he portion of 
the Journal in which are reeorded the cl&sing ent1ies. 

1017. The Ledger.-The Ledger shows the. OJ>tning balance, tie 
transactions of the year, and the cfosing8 bala.~ of each Ledger head. 
As regards the Debt and Remittance heads which e.re closed to•' BaJ.an,e " 
(• paragraph 1020) it shows in res;pect of eacii Local Leclger Head 
(ne Appen,clix 7 to the Audit Code~ the opening balance, the ~ansactions 
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of the year, awl the resulting closing bafunce. In regard to Debt and 
Remittance heads which are closed to " Government " the paatings A.re 
made by Central I~dger Heads only. Similarly the Revenue Receipts, 
Service Expenditure, and Capital Expenditure not charged to Revenue, 
are posted by totals oiµy. The ma-in object of the Ledger is to bring out 
the balances under th~ Deht and Remittance heads which close to :Balance 
and the postings in respect., of other heads are intended merely for the 
purpose of squaring the Ledger. 

1018. The main ledger heads are :-

(i) Opening and closing heads, namely u Government " and 
" Balance." 

(ii) Revenue Receipts. 

(iii) Service Expenditure. 

(iv) Capital Expenditure not charged t.o Revenue. 

(v) Net Expenditure in England (Provincial Government). 

(vi) Provincial Contributions and Miscellaneous Adjustments 
between Central and Provincial Governm.eJ>.ts. 

(vii) Remittance heads which are closed to Government. 

(viii) Debt heads and Remittance heads which are closed to balance. 

(ix) Personal accounts of Collectors who are in account with the 
Account Oficcr. ~ 

1019. Under the system of book-keeping followed in the Indian 
.accountt', a.11 ledger heads are closed either to cc Government " or to 

1' Balance." All heads whose balances are not carried forward from year 
to year are closed to ''Government." The balanoa under thaft head 
therefore represents the cumulative results of revenue, capital and 
other transactions in respect of which no separate progressive balanced 
accounts are kept. 

1020. The ledger is opened by transferring from balance accounts to 
the various debt heads and personal accounts the balances with which 
they close in the preceding year's ledger. The transactions of the year 
are then posted month by month, from the Distribution Statements for 
Revenue and Service heads, and from the Consolidated Abstract for 
Capital, Debt and Remittance heails. The accuracy of the postings is 
tested after the close of the year by the preparation of a trial balance 
sheet the totals of w.:'iich should agree wit:1 the totals in the Journal. 
The accounts are closed at the epd of tho year, by transferring the differ
ence between the DI. anq Cr. sides of'each account-

~(i) To Government, in respect of Revenue Receipts, Service expendi-
5ure, Capit ll expenditure not charged to Revenue, Net 
eii:penditure in England, Provincial Contribut:ons, etc., 
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and a few J)ebt and Remittance heads (e.g,, Gold Standard 
Reserve, Imperial1Bank Deposits, Remittan"es adjUlted on 
the Central Books, Accounts between Civit and Civil, Accounts 
between Civil and other Departments, and Remittance 
Account between England and India). 

(ii) To Balance in respect of Debt and Remittance heads other than 
those giv1m in (i) above. 

1021. Verification of Balances.-The accounts of 9the year are not 
complete until the balances upon the ledger under the debt heads and the 
outstandings under the remittance heads have been duly verified. 
Accordingly an explanatory sttl.teinent of closing balances under these 
heads, called the Review of Balances, is submitted to the Auditor General 
in the form of a general report, which is drawn up in two parts, Part I 
dealing with the balances of Central transactions and Part II dealing 
with the balances of the Provincial Governments. 

10291 Each part contains inter alia a general statement of balances, 
the nature and condition of the asset or liability involved therein, and 
also infonnation whether the person or per11<>ns by whom the balance is 
owned or fro~ whom it is due admit its correctness, and, if they do not, 
where the diff arence lies. Any discrepancies noticed in the Review 
are carefully watched and their reconciliation reported to the Auditor 
General in supplementary reports. 

1023. Technical Report.-The reports of verification of,,.,_balances 
submitted by the several Account officers in India are reviewed and 
consolidated into a general Review of Balances• which is submitted to 
the Secretary of State for India. This is known as the Technical Report 
on Balances; and it includes, besides the balances in the Indian books, 
the sterling balances held on the books of the Secretary of State and the 
High .Commissionq for India. 

1024. The most important statement in the Technical Report is 
the statement in the opening paragraph showing the balances in J ndia and 
in England. A scrutiny of the statement will, however, show that it 
is in no sense a real balance sheet in the commercial sense of the term, 
but is merely a collection of balances in the books of the Accnunt offices 
at the end of a particular year. 

1026. The Review of Balances does not therefore in any sense daim to 
represent a complete statement of the assets and liabilities of Goverrilllent. 
Government has valuable assets in the shape of land," buildingaf work
shops, factories, stock and stores, etc., wJiich are not incl11ded in these 
balances, whereas a Commefcial concern would in"ariably include t'hem 
in its statement of assets. The great bulk of tJ1e IJ#S(lts of Gover11m~nt 
are of such a nature that it is impl,ssib& to pace upon them a money
value of sufficient accuracy to justify their incUision in a Ploeumeat of 
the nature of a balance sheet. 
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1026. Oonclua~on.-It will now be nnrlerstood why it was stated in 
Chapter 2 of Part I that the immediate objtetive of Government account
ing is not to ascerta.Jll the gain or loss on the transactions of the Govem· 
ment as a who'le in carrying out its activities. The progress of accounting 
has been traced from the initial records, through all the intcrmerliate 
stages, up to the two main ends ~f Government accounting, namely, to 
the compiled Finance and Revenue Accounts on the one hand, ,.nd to 
the Review of Balance& on the other. The latter Compilation is designed 
to bring out the position bf Government in regard to those aBSets and 
liabilities only whose clearance would affect the Cash Ba.lances of Govem· 
ment : while the former has as it111 object t:o exhibit current transactions 
of receipt and payment' in relation to· each other _and in relation also to 
the Budget Estimates and other forecasts made : the combined result 
beinr to give a picture in figures of the financial position of Government 
and of the financial achievements of the administration. 
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609, 610 
Independence of Audit

In aanot1on Audit 
Theory of 

Indian Audit Dep&rtment-

268 to 271 
50 to 52 
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Stores a.nd Stook • . 208, 895 to 710 I , • / 
Telegraph Br .. noh . 203 to 207, 838 Letters of Crelllit ' 195, 208 
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Miscellaneous Departmelf..11 • ' 217 
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·Period of validitj of sanctions 308 
Permanent advance • 160, 589 to 595 
Permanent Travellin1 Allowance 548 
Personal Par . • . , -.... 
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Bnpplomontary Eatimatea , 813 
Supply of funds to • 180, 161 
Transfer Entry Book 17& 
Works Ab~traot. 187 

Public Works Account Coda 483, 484 el aeq 
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In r<'lation to Financial Control 85, 66 

70, 921, 9S3 (Nola) 
In relation to Audit Chapter 36 
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Strong Room 127, 128, 134, 135 
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Subsidiary Rules .471 to 473, 481 
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Appropriations . . 325, 326 
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Ure.nts . 
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858, 973 
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Tools and Plant 843 to 646, 868, 670 , 
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548 
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(Railways) . 

Treasure. Method of dealing 

et "l!IJ. 

801 

with 
Treasurer 
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. Officer . Chapter 8 
Opening of . . 128 
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Paymoe-ts into 90, 91, 120, Chapter 9 
Personnel . . . . 124 
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