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INTRODUCTION TO THE SECOND EDITION.

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, ete., which have been brought about
by the introduction of the Réforms, and the consequent changes in the
Government 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 manner so as to
present a broad view of the whole situation.

My thanoks are due to Rao Bahadur K. Balarama Iyer for the
revision of the chapters relating to railway audit and audit of stores
accounts, and to Mr. J. C. Mitra for the revision of the chapter -on
Posts and Telegraph audit.

M. F. GAUNTLETT.
The 25th May 1922,
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INTRODUCTION TO THE FIRST EDITION.

THE primary object of this volume is to give probationers in the
Indian Finance Department some idea of the principles 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 departments,
especially to those who, as controlling officers, constitute an important
link in the system of audit.

As a consequence 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 special rules applied, in military audit offices. Hut,
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 volume deals with a
transitional period. Thus the principles according to which re-delegation
may be permitted, the resolution which will bring together all the
financial powers of local Governiments and the revision of the leave rules’
are all still unsettled. It is thought desirable, however, to issue the
volume now for two reasons. Firstly, the need for it is deemed to be
urgent, and secondly, itis felt that there can be no finality in such
matters, and that by the time these questions are decided others will in -
turn be under consideration. Moreover a pioneer volume such as this
will probably require revision at a comparatively early date, and, when
the questions above mentioned have been decided, it may be found
desirable to issue a new edition in which any defects found in this
edition can be rectified. ;

I desire to express my indebtedness to Mr. Dicksee’s * Treatise 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 audif, 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 scrutiey 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 improvement of many of the more important
sections.

M. F. GAUNTLETT.
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An Introduction to Indian Government

Audit. '
PART I

A general sketch of the purpose and system of audit.

Chapter 1.
The purpose of audit.

1. Before discussing the principles of that particular branch of audit The parpose
with which it is proposed to deal, it is necessary to ascertain what is of sudit.
meant generally by the term “ Audit.”” "An excellent explanation can be
given by quoting the following portions of a translation of Sir Walter
Henley’s  Tretyce off Husbandry,” a work which dates” back to the
thirteenth century®:—

““ Buy and sell in season through the inspection of a trae man or
two who can witness the business, for cften it happens that those who
render accounts increase the purchases and diminish thesales. Have an
Tnspection of account, or cause it to be made by some one in whom you
can trust, once & year,and (bave 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
final account, let them be speedily raised” . . . . Look
into your affairs often, and cause themn 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 to
swear that he will render a lawful account and faithfully account for
what he has received of the goods of his lord, and that he will put
nothing in this roli save what he has to his knowledge spent lawfully,
and to his lord’s profit . . And 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
charge it at the commencement of his roll . . Atthe
end of the year, when all the accounts shall bave been rendered of "the
lands, the issues, 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 carefuly comparison with the rolls of the accounts ren-
dered, and of the rolls of the estimate of corn and stock and according
as they agree you shall see the industry or negligence of your servants
and bailiffs,”’

“The lord of the manor ought to command and ordain that the
accounts be heard every year, not in one place but on all the manors, for
o can one gnickly kpow every thing and understand the profit and
loss .. . . . The anditors ought to be faithful and prudent,

*I am indebted to Dieksee’s “ Troatise on Anditing * for this quotstion.
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knowing their business, and all the points and articles of the account in
rents, outlays and returns of stock. And the aceounts ought to be heard
at each manor to know the profit and loss, and then can the auditors
take inquest -of the doings which are doubtful, and hear the plaints of
each plaintiff and make the fines. 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 the auditors on the account for his

doings just as another. It is not necessary so to speak to the auditors
about making audits, for they ought to be so prudent, and so faithful,
and so knowing in their business, that they have no neced of others’
teaching about things connected with the accounts.”

2. Special attention is invited to the clause which says that the lord
of the manor ought to command that the accounts be Zeard every year.

. This shows that the word auditor is derived from the Latin ¢ anditor,”’

the ancient practice being that the parties whose accounts were audited
should attend before the anditor 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 himself could not read but
heard the accounts read out by the clerks. The men responsible for the
accounts vouched for the accuracy of the entries, and the auditor
being specially chosen for his prudence, faithfulness ard -knowledge of
the business, was able to satisfy the lord of the manor that the accounts
rendered agcurately portrayed the exact state of affairs.

" 8. Thus in commercial audit at the present day the -main object is
to present before the proprietor or proprietors of the business an accurate
statement of the state of affairs together with a profit and loss account
showing how this position has been arrived at. In the case of Com-
panies the duty of an ouditor is mainly in the interests of the share-
holders, who are practically sleeping partners in the business. The
directors are the active partners, and the auditor, on behalf of the
sleeping partners—the shareholders—has to examine the accounts
and the balance sheets prepared by the directors and to report to the
shareholders whether in his opinion those accounts are correct and
fully and fairly disclose the position of affairs, or in what respects
they fail to do so. In commercial audit, strictly speaking, it is never
the duty of the auditor to prepare accounts, but to check the
accounts which have been prepared: when auditing small concerns
however, he often finds them so badly prepared as to render it necessary
for him to build up a very large portion of the fabric of the accounts
from the initial records.

4. Before leaving this introduction to the subject, attention may be
drawn to the way in which the principles enunciated 700 years ago in
this extract still apply, as will be shown in this manual. Prompt pay-
ment of money into the treasury, the strict following up of arrears, the
necessity for accounts accurately portraying the facts, the value of local
inspection, periodical stock verification and the check of stock w1.th
accounts were fundamental principles then as they are to-day. Prin-
ciples which have held good forso long a period must contain the
essence of importance.
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Chapter 2.

* The difference between Commercial and Indian Government audit.

5. On pages 8 to 5 of Dicksee’s Auditing will be found a set of The
instructions to commercial auditors: some of those instructions are not Procedure
applicable in Government audit, but it may be well to glance briefly at gogst, -
them and then to indicate the modifications necessary to makethem
applicable to Government audit in India, and the causes for such modifi-
cations. '

“ (1) In commencing a new audit you should obtain a list of all
the books kept, and of all persons authorised to receive or pay money and
order goods.”

“(2) In the case of a joint stock ‘company, ‘examine the articles and
board minutes respecting the receipt and payment of money, and the
drawing of cheques, acceptances, ete.”

“(3) Ascertain and take note of the general system upon which the
books are constructed.”

“ (4) Report if the acecounts and vouchers have been submitted to
the board of directors by an account committee or otherwise, and whether
they have been systematically checked and certified ; and note any
discrepaneies.”

¢(5) Examine all the items in the cash book with the bank pass
_ book and vouchers.”

“ (6) Note any unusual or extraordinary payments or receipts.”

“ (7) In regard to the payments for wages and petty cash, note any
unusual items, and see that vouchers for all payments are kept and
produced.”

¢ (8) Report whether the cash book is regularly and punctually
posted and balanced, and if the balance is checked.” ‘

«(9) Report also if the entries in the fair cash book are in arrear on
account of the current year ; and, if so, to what extent, and why.”

¢« (10) In all cases where branch establishments are included in one
business you will be careful to examine into the mode of bringing the
returns of work, accounts and expenses to the head office.”

«(11) Examine that the invoices are properly checked as to quantity
and prices ; obtain a declaration or otherwise satisfy yourself that every
Liability of the year is brought into account.” .

« (12) Check the postings ; and, although you are not held respon-~
sible for the details of classification, it is desiralle you should make any
suggestions required, and note any discrepancies, especially in relation to
the division of expenditure on account of Capital and Profit and Loss
Accounts respectively.”

-~



4

6] THE DIFFRENCE BETWEEN COMMERCIAL AND [ Camar. 2.
INDIAN GOVERNMENT AUDIT.

“{1¥) In the accounts of stock-taking see that all stock sheets and
returns are duly signed by the heads of departments, and ‘that the
same are’ cortectly carried forward to the General Stock Account: and
ascertain and note whether goods finished or in progress are taken at
cost price or otherwise; also report whether in large concerns an
independent check clerk or valuer has verified -the stock 1eturns in
regard to prices and quantities.”

“(14) In checking the Frofit and Loss Account note whether the
usual and proper deductlons are made for wear ‘and tear and deprecia-
iﬁlon and for recouping of capital on works or premises held on short
eases.’

‘¢ (15) Take care that in the Balance Sheet no additions are made to
expenditure on Capital Account, except such as are duly authorised by
the Roard of Dn'ectms, and note the d1stmct1on between new works and
_ mere replacements.”

“{16) Ascertain the correctness of the cash balance, bills, and other
gecurities in hand, and take note of every exceptional transaction.”

6. The procedure in commercial audit can be summarised briefly
thus :(— .

The first step is to ascertain the authorities competent fo sanction
expenditure, to receive or pay money or to inour liabilities, on behalf of
the firm.

The second is to understand the system of aceounts followed.

The third is to check as far as possible the accuracy of the original -
record, .e., the cash book.

The fourth is to see that all transactions are in accordance with the
minutes of the meetings of the Board of Directors or the ordexs of
competent authorities.

The fifth is to investigate unusual items.

~

The sixth is to check the compilation of the accounts from the
original record and to suggest corrections in the ¢lassification of transac-
tions.

The seventh is to review the procedure of stock- takmg and of
pncmg the goods on hand.

The eighth is to check or prepare the financial results, .., the
Profit and Loss Account and} the Balance Sheet, which will mdlcate
accurately the position of affairs. This necessitates also the investiga-
tion of depreciation of property (buildings, raackinery, furniture, ete.),
the soundness of investments, debts due to the firm, and of the correct
allocation of expenditure to Capital Account.



(514

Cruar. 2.} THE DIFFERENCE BETWEEN COMMERCIAL AND - {10
INDIAN GOVERNMENT AUDIT.

7. Governmeut accounting, and in consequence Government audit, Difference
are not coancerned primarily with the preparation of a balance sheet, 'é‘fwee“ 8
although there are certain branches of Government activities which are ,,,gi""“"“"
of a commercial natare. The form of Government accounts has to be o'mmercial
determined by the fact that the main function of Government is to fm
govern. The activities of a good Government in any country vary ﬂlngi‘n
according fo the needs of the country, and the first step is to determine audit
the main branches of expenditure which the Government of any country procedure.
bas to incur. Once those branches have been determined the major
heads of account naturally ¥ollow.

The next point is for Government and the legislature to decide as to
the amount of expenditure which will be incurred during any year in
carrying out those activities and then to determine how tfo raise
sufficient money to meet that expenditure. Money can be obtained
either in the form of revenue or by loans. The purposes for which loans
may be raised by provincial Governments are defined in the rules framed
under Section 30 (Ia) of the Government of India Act, viz., the Liocal
Government (Borrowing) Rules. .

8. Thus the audit of Governaent aceounts in India includes :-—

(1) the check of the realisation of revenue againstthe demand
according to the laws and regulations prescribed for thé
purpose, and

(2) the check of expenditure against the amounts set apart each
year for that purpose and against the orders of authorities
competent to permit such expenditure. Audit has also to
see that the expenditure is correctly allocated to the revenue
or capital heads of account in accordance with the rules
prescribed with regard to such, allocation.

9. Unlike commercial audit, the andit of the transactions of the
Government of India is entrusted entirely to Government officials and.
this difference has influenced largely the system of audit adopted. As
will be explained in Chapter 3 the audit of recéipts is left almost
entirely to the departments responsible for the collection of revenue.
The audit of expenditure is however, performed mainly by separate
departments independent of ihe spending departmeats. These auditing
agencies are the Indian Audit Department and the Military Accounts
Department which are also responsible for the compilation of the
accounts which they andit. The whole of the work of auditing the
expenditure is not, however, entrusted o these independent departments,
but, as explained in paragraph 10, part of this work is also performed
by the spending departments.

10, India is so vast a country and Government activities are so
. various that it is impossible for independent Audit Officers, working as

they do, almost entirely at headquarters, to be as closely in touch with
the facts to which the accounts refer as the officers of the department in

which the expenditure is incurred.
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Thus, the Audit Odicer has no personal knowledge. of the quantity
or quality of the work done by a contractor, the quantity or quality of
goods supplied by a supplier, or of the number of coolies employed each
day on & work. The payments are in many cases made at treasuries the
officers in charge of which are not members of the Audit Departments j:
while in others the bills are either presented to or are prepared by,
disbursing officers of certain departments. 'Thus the preliminary esami-
nation or audit of bills which are paid at treasuries or by disbursing
officers of certain departments is primarily left to the officers of other
than Audit Departments. The exact nature of 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 important share in the
scrutiny of expenditure.

, 11. Another point of difference between commercial and Govern-
ment audit is that, whereas the former is nearly always periodical, the-
latter is continuous. This is due to the greater volume of work to be-
done and to the fact that a large part of it is concerned with personal
claims which have to be finally adjusted with the utmost promptitude.

12. It is obvious that these differences in eonditions must alter in:
details the system of audit, and it is interesting to compare with the-
main factors of commereial avdit set out in ‘parapraph’ 6 above, the-

main objects of Government audit set out in Articles 130, 137 and 133
of the Audit Code reproduced below :—

“130. The main objects of audit of expenditure are to ensure —

(@) 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) that, if it is votable expenditure, it is covered by an appro-
priation from a grant sanctioned by the legislature, oy
re-appropriation within such a grant, or by a supple~
mentary grant sanctioned by the legislature.

(@) that, if it is_non-votable expenditure, there is pro’yision of
funds, sanctioned by competent authority, to cover it,

(¢) that the expenditure does not involve a breach of any of the:
canons of financial propriety laid down in Rule 10 of the-
Auditor General’s Rules,

(f) that payment has, as a fact, been made and has been made to-
the proper person, and that it has been so acknowledged and
recorded that a second claim against Government on the-
same account is impossible, and

(g) that the charge is correctly classified, and that, (as in the case
) of Public Works and Forest accounts) if a charge is debit-
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able to the personal account of a contractor, employee or
other individual or is recoverable from him under any rule
or order, it is recorded as such in a prescribed acconnt. ”

#137. Audit of receipts is of a simple character, ‘it being sufficient
-to see that all sums receivable are duly paid to the proper officer and
-brought to credit by him e 7 ‘

“188. Audit of stoves comprises not only an examination of the
quantity accounts of the receipts, issues and balances of the stores,
but also the scrutiny of the accounts of values with a view to ascertain
that they fally, in all respects, with the expenditure and other transac-
tions of the public account connected with the stores, and vice versd.
"With -this ‘object, two points will always require special attention,—(1)

“that the stores are priced with reasonable accuracy, and that the rates
are reviewed frum time to time and revised when necessary, and (2)
“that the 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.”

.13. This comparison is made in detail below :—

wa) The first and fourth steps of commercial aundit, i.e., ascertain-
tng the authorities competent to sanction expenditure or to
veceive or pay money, ete., and bo see that the transactions
are tn accordance with the minutes or orders.

These correspond to clauses {a) to (d) of Article 130 of the Audit
«Code. In Government accounts the minutes and orders are yepresented
by the Government of India Act, the Audit Resolutions, the authorised -
-codes, and the resolutions and orders of the Central Government, local
Governments and other authorities. The volume of such orders is
immense and this portion of audit looms so large that it tends to over-
shadow all the otheér branches. :

(8) Second step of commercial audit, te., understanding the system
of account followed.

It is unpecesary to put this forward as a main object of Govern-
ment Audit, becaase in India the form in which the initial accounts
-should be kept and that in which the accounts ghould be rendered to the
_Audit Department are determined by the agency which audits them
and, after a certain point, also compiles them, "The system of accounts
followed is described in the relevant account codes.

(c) Third step of commercial audit, i.e., check of the accuracy of
. the original record,

"Clause (f) of Article 130 of the Audit Code may be held to corre-
.spond to this. It must be remembered, however, that the cash _book
maintained in the treasuries or by departmental officers, which is the
basis of Government accounts, is not submitted to the Audif office.
Consequently the original record which is checked in the Audit Q.Hme -
iis not the cash book but the monthly accoants compiled from it. The
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accuracy of this compilation is ensured first by its econstituting a
balanced account starting from an opening and ending with a closing
balance which itself is verified by some responsible officer of Govern-
ment, and secondly, by the fact that it is checked with the original
vouchers from thich the entries in the cash book have been made. In
some cases, as in the Public Works Department, the accuracy of the
entries in the eash book is checked completely by a Divisional Account-
ant attached to each Divisional office as a representative of the Audit
Department. ' ‘ -

(@) Fifth step of commercial audit, 1. e., investigation of unusual
items. ‘

The corresponding phase of Indian Government audit is the audit

against the canons of financial propriety which is enjoined by- Rule 1¢

of the Auditor General’s Rules. These canons are set out in Chapter
10 bhelow. ’

- (e) Sizth step of commercial audit, i.e., checking of the compilation
of accounts and of the classification of transactions.

Checking of the compilation of accounts is not specifically mentioned
in the list of objects of Government audit. As stated in clanse (§) of
this paragraph the accounts are, after a certain point, built up by
the auditing agency itself and the preliminary accounts are checked in
the Audit office as explained in clause (c). :

" In commercial audit the auditor is not seriously concerned with the
details of classification, but in Government audit the classification is in
moust cases, made by the auditor himself or in other cases, checked by
him in detail. Again in the case of departments like the Public 'Works
Department the accounts are compiled by Divisional Acecountants.
The treasury accounts are compiled in the Audit office except in Madras
where the classified abstracts are prepared by the treasuries and sub-
mitted to the Audit office. The building up of the aceounts is carried
through the Classified Abstracts, the Detail Books, the Consolidated
Abstract, the Journal and Ledger, and ends in the Audit offices in the
preparation of the monthly and annual accounts, submitted by each
Audit Officer to the Controller of the Currency and the Auditor Generat
respectively. The work of compilation in the Audit office is test-
checked by the Deputy Aunditors General at their periodical inspections.

Thus the Government of India is in a very strong position as regards
ihe aecuracy of accounts and the classification of transactions. It is

able to say that its accounts are built up by the agency which audited
the initial records. :

(f') Seventh step of commercial audst, i.e., checking the accuracy of
the accounts of stores or goods.

This corresponds to Article 138 of the Audit Code. In ocasesin
which the Governor General -in Council has required the Auditor
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General to arrange for the andit of stores acecounts, the Audit Depart-
ments have to scrutinise the accounts of quantities and values and to
see that the balances on hand have been verified by some responsible
official and correctly priced. The Audit Officers are also required to
arrange for a verification of the balances by a representative of the
Audit Department in some of the more important stores depots.

(9) Eighth step of the commercial audit, i.e., the preparation of
the Profit and Loss account and the Balance sheet.

In the ordiuary accounts of Government there is nothing to com-
pare with these accounts which form the summary of the financial
transactious of 2 commercial firm during a certain period. Its place
may be said to be taken by the annual Budget Statements and by the
Finance and Revenve Accounts of the Government of India which are
compiled by the Audiior General for presentation by the Secretary of
State to the Houses of Parliament. However, in the case of Govern-
ment undertakings of a quasi-commercial character, the financial results
are ascertained ard reviewed outside the regular accounts through
pro formd accounts which are prepared separately for the purpose, and
it is intended that these pro formd accounts should be prepared on a
strictly commercial basis.

14. Mr. Dicksee in his work on Auditing states that the objects of
audit may be said to be threefold :—

(1) detection of fraud;
(2) detection of technical errors;
(3) detection of errors of principle.

Here again due allowance has to be made for the differences in con-
ditions between the Indian Government and a commercial firm and the
differences between the agencies which prepare and audit the accounts
in the two cases. Thus uin Government audit there is little scope for
detection of errors of principle (z.e., in the system of accounts adopted)
as the responsibility for determining or advising as to the form in which
accounts should be kept devolves upon the Auditor General. The other
two objects are, however, sufficiently provided for under the Government
system as explained below.

As regards the detection of fraud, it must be remembered that as
explained in paragraph 10, part 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 which the payee
is not legally entitled to, or in others a payment made in respect of a.
claim which is not in accordance with the facts. Under the existing
arrangements the certification as to the initial facts is left to the
executive officers as the Audit Officer has no opportunities of verifying
them through his own representatives. Most of the frauds are thus
checked or detected in the course of the scrutiny of the exedutive
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officers. The Audit Officers also render valuablé assistance in indicating
directly or indirectly to the executive officers defects or irregularities
which require their attention. This subject will be discussed in detail
in Chapter 4, and it will suffice to state bere that the checks preseribed
for executive officers supplemented by occasional local audit and continu-
ous central ancit sufficiently provide for the detection of fraud in the
Government system of audit. As to the detection of technical errors,
the bulk of the work of the Audit offices has fallen under this category
-and it is one of the chief complaints against the Audit Department that
this has been their main work. '

1t is apparent that this is not altogether a fair criticism inasmuch as
it overlooks the following facts : —

(a) The officers of the Department have moulded and still mould
the form of the accounts and thus prevent errors of principle.
& Wherever they have staited work in a fresh field, as in -
Local Fund audit, their pioneer work has been very valuable,

(¢) Their indirect work in the prevention and’ detection of fraud
is 1mportant. - ‘

(d) The enormous number of objections raised is due to—
(5) the extreme elaboration of the rules to be applied in aundit ;
{iz) the mistakes made in the preparation of bills ;

(447) lack of intelligence or undue rigidity on the part of the
' auditor. -

T4 is most important that officers of the Department should prevent
«<ause (¢72) coming into operation, but critics ought not to forget, as they
sometimes do, that the oflicers of the Department are not responsible for
cause (i), while the ultimate responsibility for cause (1) rests with
‘Government even though they may have sought the advice of officers
- of the Audit Departments in framing the rules. '

1t is hoped, with the higher responsibility and the greater initiative
that Audib is expected to take under the new Constitutional Reforms,
that Audit Officers will devote more attention to the broad principles of
legitimate public finance and to looking into the manner in which the
various executive officers are undertaking their more important financial
vesponsibilities. ,
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Chapter 3.

The Audit of Receipts.

15. It bas already been stated in paragraph 9 that'the audit of the
receipts of revenue is performed mainly by the revenue authorities
concerned. The Auditor General arranges for this class of audit only
in cases in which he is so required by the Governor General in Council.
Under the existing arrangements the Civil Audit offices perform this
duty in a small number of cases. The audit of railway earnings,
however, forms an important part of duty of Railway Audit office and
this check will be dealt with in some detail in Chapter 21.

16. All audit of receipts divides itself into the two functions of (a)
seeing that all sums due are received or checked against demand, and ()
seeing that all sums received are brought to credit in the accounts.

17. A public * demand > arises in India in two ways. Lither Demands
it is (¢) a specific demand, fixed or fluctuating, for a contribution to the
State Exchequer, such as land revenue and excise—all taxation is of
this nature—or (s7) it is a demand which arises in consequence of some
outgoing of Government property (stock) or Government cash or Gov-
ernment service, in which case it isa claim fora “ qued pro quo.” Of this
nature are demands set up by the sale of Government lands, stamps,
forest produce, ete.; by Government cash advances and remittances ;
and by Government services, such as state railways, telegraphs, ete.
The check against (), the specific demand, is always exercised in one
way : the demand, if fixed, is entered in a register and the receipts or
satisfactions of it are checked and entered against it : if fluctuating
(as in the cage of excise and customs duties, ete.), a Government staff
is employed to watch the operations on which the demand depends and
to collect the dues. In India this check is left entirély to the revenue
collecting authorities: Audit shares in it only infinitesimally under
such heads as tributes, interest, contributions, loans, fund subscriptions,
etc. Where the demand arises in consequence of (¢z) some outgoing
of Government property (stock), Audit can only operate if it veceives
returns of the property, such as the monthly returns of stamps and
opium sent by the treasuries to the Audit office. The check then
consists in seeing that for every reduction of stock in the return there
is an equivalent cash credit in the accounts.

18. Where the demand arises in consequence of some outgeing of
Government cash, as in the case of advances and remittances, Audit -
exercises a direct and complete check entering the outgoing in a register
and watching and recording the receipt against it. :

‘Where the demand is occasioned by some outgoing of Government
service, as in the case of state railways and telegraphs, the dues are
collected by the Government staff working the service and their
collection is generally checked by Audit to some extent.
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There is a third class of receipts which "occurs without reference to
demands, or, as it were, casually. Of this nature are deposits (such
as those in the Post Office Savings Bank) and payments to Government
for money orders. Thess are repayble’; Government acts in regard
to them as a banker or remitter; they are not Gevernment dues, and
Audit can exercise no function as to their receipt. It does, however,
check each repayment against the original receipt.

19. To sum up, the foregoing analysis indicates that Audit plays
an extremely limited (though, so far as it goes, important) part in
ensuring that the Government receives the sums of money due to it,

‘that is in protecting Government against fraudulent or inadvertent .

omissions to realise its enormous cash dues. This task in the main,
however, is lefi to the revenue collecting authorities.

20. The second function of audit in regard to receipts is to see that
all sums received on behalf of Government are brought to credit In
the accounts. The sums due o Government are either paid by the
persons concerned direct into the treasury or paid to a Governmeng
servant who is required to redeive the same and remit them to the
treasury. In the latter case, it is leff to the revenue authorities
concerned to see that sums received by the members of their departments
are paid into the treasury. The task of the Audit Department then
vesolves itself into seeing that all sums of money paid into the Govern-
ment treasuries are credited by the treasury staff in their accounts. The

" first or main saféguard to this end, that is, against error or fraud on the

part of the treasury staff, is the printed receipts which have to be given
for all payments into a treasury. If audit could collect all these receipts
it would possess an almost perfect check over the credits in the treasury
accounts, But this course is not feasible; the receipts are required by
the payers as proof of their payments and to protect them against a

second demand. In general they remain in the back-ground as a moral
safeguard and only operate actively when some inquiry arises of the
repayment of something in the nature of a deposit is required. To
establish a more immediate connection between payments and credits,

audit sends all the large civil vevenue-paying Departments (such as
Land Revenue, Stamps, Excise, ete.) monthly returns of treasury credits.
These they compare with their own records, and differences brought to”
notice are settled. The great non-civil departments (Public Works,

Railways, Posts and Telegraphs, etec.), and the Forest Department send
the Audit office information as to their payments into the treasuries

which it compares with the treasury credits ; courts of law send returns
of fines paid into the treasury, eté., ete., to the Audit Office. ' In this
way a very large proportion of the credits in the treasury accounts are

verified without much delay, and errors or frauds on the part of the

revenue treasury staff are pro fanfo preventsd and corrected. Thisis a

most important and valuable function of Audit.*

* No attempt is made in this volume to discuss the details of work in the. Military
Account offices (see paragraph 133 below). But almost all the remarks of a general
natore to be found herein are equally applicable to such work.
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Chal;ter 4.

The Verification of the Original Records.

21. Ttis the duty of Audit to certify that the accounts represent the
actual state of affairs. T4 has already been explained how it is possible
for Audit to certify that, throughout the wholg system, the accounts are
accurately built up from the initial records. It is obvious, however,
that unless the initial record represents facts, the accuracy of the subse-
quent work performed on the basis of that record is of no avail. - It is
most important, then, to see how far Audit is able to ascertain the
accuracy of the initial record.

22, Every Government payment is made on a document called- a vouchers.
voucher (or an acquittance) which gives the amount, nature, and period
of the payment and all other details necessary for its complete identi-
fication ; and contains a receipt of acknowledgment or acquittance by
the person to whom the payment is due. This system, whereby the
payer obtains documentary evidence from the payee in proof of the
payments made by him, is universal in both public and commercial
accounts, From the point of view of the payer the document is called
a voucher or acquittance; from that of the payee a receipt. It is the
duty of Audit to enforce this system, that is, to see that for every pay-
ment there is a voucher in proper form, properly drawn up, arithmeti--
cally correct, and receipted by the proper person. In the
case of payments made by bills drawn on treasuries, the preliminary
check in this direction is made at the treasuries and the vouchers are
then submitted for final audit to the Audit office.

23. The Public Works or Railway Engineer counts coolies and What they
records their numbers; he measures construction work and enters the represent,
figure in a note-book: the Civil or Military Officer musters and
enumerates the establishments, corps, etc., he hasunder him, and pre-
pares and signs a pay bill for them ; he signs or countersigns a travell-
ing allowance bill foy himself and others founded on special or general |
knowledge that the journeys claimed have actually 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 opivm in his treasury and
thus proves his accounts for the month, ete., ete. = At these points the
accounts spring direct from the facts; at these points they obtain
whatever vitality wnd reality they possess; their accordance with the
facts, through all their subsequent 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 disbursing officers
alone verify the initial record with fact ; the accordance of the initial
record with fact is finally accepted by Audit on their statement and
responsibility. . '
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Receipts and 24, What Audit does in all these cases is to obtain receipts from the

certificates,

payees, certificates from the disbursing officers aud the countersignature
of controlling officers. Thus for construction it obtains receipts from
the contractors and others to whom large payments are made (no receipts
from individual labourers) ; certificates of measurements of work done,
of counting of labourers and of receiving supplies and of completion of
work from the disbursing officers and, in the case of works for which
contracts are entered into, the rates agreed upon by authorities sanction-
ing the contracts. For tontingencies, receipts are obtained, for the
larger payments, from the private payees, and cerbificates from the
disbursing officers that the payments were necessary for the public
service and have actually been made : also, in some eases, the disbursers’
eertificates are re-inforced by countersignature of the bills by superior
officers. For pay, receipts are obtained from gazetted officers, and for
non-gazetted officers certificates (from heads of offices) that they have
actually been present on duty, and that previous pay has been paid to
them and their receipts recorded. For leave and pension payments,

" receipts only are necessary : for travelling allowances, receipts {not

Possibility
‘of verifica-
tion by
Audit office.

Part played
by counter-
signing and
controlling
officers.

from non-gazetted - officers), technical certificates and countersignature,
ete., efec. :

25. The contact of the Audit office with the facts is, therefore,

through receipts and certificates, re-inforced in some cases by counter-
signature. It has no opportunity of seeing the facts with its own
éves and comparing the bills with them. The question therefore
arises how far receipts and certificates guarancee the facts. It may be
said at once that while they are much betier than nothing, they cannot
guarantee the facts with absolute accuracy.
"~ 26. 1t must be admitted, however, that it would be impossible for
Audit to verify the initial facts unless a representative of that Depart-
meént were present at every act vouched for by the certificates referred
to in paragraph 24 above. Those acts include the payment of the pay
and allowances of, and the journeys performed by, every Government
servant, the measirement of all work done by and for the Public
Works Department, and the verification of Government stores of all
description, using the word “ stores > in its widest sense to include
coin, stamps and other valuables. It is obvious, then, that the Audit
Department could not verify the initial facts without a very much
larger establishment and the extra expenditure thereby involved would
probably. be very disproportionate to the advantages obtained.

27. The recognition of this fact has led to the check exercised by
Andit being supplemented to a large extent by executive check. Work
done and paid for in the Public Works Department is inspected by
superior officers of the Public Works Department, travelling allowance

. bills are checked by counfersigning authorities who are in a position

to have knowledge of journeys performed, bills for important contingent
expenditure are countersigned by controlling officers who can verify and
judge the necessity for such expenditure and the proper rates as regards .

ay, and ‘who can satisfy themselves at inspection that the materials
billed for have been purchased.
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28. Because this work is not done in the Indian Ardit Department
there is a tendency in the Department to overlook its importance and to
consider that it would be better done if it were urdertaken by the
officers of the Department. But although the Jatter have the
. technical training in checking accounts, executive officers bave an
intimate knowledge of the details of the work done and are in a better
position to verify the facts and to check the economy of the
expenditure passed by them than outside officials would be. - But it is
the daty of Audit Officers to scrutinise the manner in which the
executive officers discharge their financial responsibilities.

29, It has already been pointed out that commercial audit regards Detection
* the detection of fraud as one of its main duties. But such detection is °f frand-
almost impossible except at the verification of the initial record, so that
detection in the Audit office in India is very rare. And yet it must not
be hastily assumed that this indicates a defect in the system of
Government audit in India. The detection of fraud by an executive
officer is frequently due to the letters issued by the Audit office plainly
indicating that sorething is wrong. Thus in one case the Audit Officer
pointed out that in a certain office there were frequent violations of the
important rule that money should not be drawn in advance of require-
ments. This led the head of the office to examine his account carefull
with the result that he detected frauds amounting to over Rs. 3,000,
Numerous similar cases can also be quoted showing that action taken by .
the Audit office has led to the detection of fraud.

30. It is essential to investigate frauds carefully because valuable Value of
lessons can almost always be learnt from them. There is a tendency to investigation
suggest the framing of new rules to prevent each particular fraud. This °f f#ad
tendency should be resisted : there are quite enough rules already and,
if the preventive machinery is made too elaborate, the chances are that
it will not work efficiently. The main point in every fraud investiga-
tion must be to ascertain whether the exercise of ordinary common
sense, such as one ought to expect from every Government officer, and
the application of existing rules, would not have rendered the fraud
impossible. My own experience is that this would kave been the case
in nearly all the frauds which have come to my knowledge. I urge the
importance of this line of investigation because fraud is prevented far
more by punishing the defalcator, and the officer whose negligence
rendered the frand possible, than by adding to the enormous number of
rules already in existence. - .

But fraud investigation may sometimes indicate a defective system
of check and then the revision of the system is essential.

31. The main monthly records submitted by each treasury are the The initial
cash account and the lists of payments. The cash account shows lump recor@lt 4
receipts. under the important heads and a detailed list of receipts which e it
cannot find a proper place under the main heads. Many detailed ofce.

schedules are also ‘submitted. -

The important feature of the cash account is the abstract which
starts with the opening balance, shows the tctal receipts and payments
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and thus works up to the closing balance. The actual cash balance of
the treasury and sub-treasuris are also shown in detail so that the
account and the cash balance can be verified. Two lists of payments
are submitted each month and are supported by schedules of the more-
important classes of payments, The lists of payments show the
vouchers required, the vouchers forwarded, and those still to be sub-
mitted. .

Similar accounts are also submitted to the Audit office direct by-
officers who draw money from the treasury by cheques and keep the
detailed accounts of the payments made.

32. In checking this initial record the more important points to-
which the auditor devotes his attention are:— .

{a) That the vouchers are in the prescribed form, and that they
are duly receipted by the payees and in original, that a
brief abstraet is given in English under the signatare of
the drawing officer on all purely vernacular vouchers, and
that vernacular signatures are transliterated, also that sub--

. vouchers contain notes of dates of payment.

{b) ‘That they are numbered with reference to the number in the-
list of payments, schedule, Schedule Docket or other-
account, as the case may be.

(¢) That the details work up to the totals and that the totals are-
in words as well as in figures.

(d) That they bear a Pay order, signed by the Treasury Officer in.
the case of vouchers cashed at treasuries or by the responsible-
disbursing officer in the case of other vouchers,

(¢) That they are stamped “ Paid.”

(#) That there are no erasures, and that any alterations in the totals:
are attested by the officer concerned as many times as they
are made.

(9} That stamps are affixed to all vouchers for sums in excess of Rs.
20, and that they are punched.

() That no payment is made cn a voucher or order signed bya
subordinate instead of the head of the office himself or on a
voucher or order signed with a stamp, and that copies of |
sanctions are certified by the sanctioning officer or by a.
gazetted officer authorised to sign for him.

{¢) In all cases in which it is prescribed that agreement should be
effected between two different documents, the fact of the-
agreement should be noted on both the documents and ini--
tialled by the auditor who makes the agreement.

(/) That if a treasury voucher be paid by transfer, it is stamped as
baving 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 been correctly
made.

{I) That no bills forany pay or allowance not claimed within six
months of its becoming due have been paid without the-
sanction of the Accountant General.
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Chapter 5.
“Audit against sanction.

23. The next main feature of audit set out in paragraph 6 is the
<check against the orders of the authorities. In India these orders are of
two forms and the check, therefore, should be sub-divided under the two
<lasses :— ’

(1) Against Sanction.
(2) Against Appropriation.

This chapter deals with the former ; the latter is discussed in Chapter Autlt]'_ority to
sanction

: . expenditure.
34, In the audit of expenditure, one of the most important functions ¥ B

of the Audit Department is to see that each item of expenditure has

received the sanction of the authority competent to sanction it. The

powers of sanetion of the several authorities are laid down in-the Statu-

tory Rules and other orders issued by the Secretary of State in Council

-or in the orders issued by the authorities in India, and are embodied in

the various audit and departmental Codes and other publications issued

by the Government of India or under their authority or by the local

‘Governments. ‘

History prior to Reforms.

35. The first regulation which defined the authority for sanctioning History of
expenditere from the revenues of India was Section 41 of the Govern- audit againgt -
ment of India Actof 1858 (21 and 22 Vie. cap. 106), which subsequent- **"cton-
1y appeared as Section 21 of the Government of India Act, 1915, before
it was amended in 1916, and ran as under : — '

“The expenditure of the revenues of India, both in British India
and elsewhere, shall be subject to the econtrol of the
Secretary 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 concurrence of
a majority of votes at a meeting of the Council of India.”

Up to 1889 the Audit Officers did not, as a rule, challenge expen-
diture on the ground of its requiring the sanction of the Secretary of
State. In that year, at the instance of the Seoretary of State, they
were directed to require evidence of his authority for certain specified
classes of expenditure, appointments drawing over Rs. 3,000 a year and
the like, and the first Audit Resolution was prepared.

As regards the form of the Resolution, the Secretary of State
admitted that, in the * nimerous services in which expenditure must be
incurred for the daily requirements of the administration,” it would be
impossible to comply literally with the terms of the Act. Novertheless,



18

361 AUDIT AGAINST SANCIION. "~ [Cuar b.

he thought that his formal sanction should be given to such expendi-
ture at some stage. s

86. The Government of India explained to the Secrefary of State,
however, that he was suggesting a reversal of the accepted presumption
in accordance with which the business of India had always been carried
on. The presumption, they wrote, “has been that the Secretary of
State has delegated the authority entrusted to him over expenditure in
India to the Government of India, except in cases where he has, by
special order or by established practice, reserved to himself the exercise
of that authority; all the proceedings of the Government of India
under this delegated authority are, of course, subject to the general
control of the Secretary of State in Council; and cases of an unusual
nature involving considerable expenditure, in regard to which no pre-
cedents exist, are also referred for the previous sanction of the Secretary
of State in Council. In other words, the statutory control has been
understood to be general, except in the cases where the Seeretary of
State has decided that it must be special,”

It was this prineiple, they urged, which underlay the standing in-
structions on the subject; and they asked the Secretary of State to

maintain it, and to allow the presumption on which it was based to
remain unaltered.

87. The Secretary of State accepted this view, and decided that the
existing system should continue, in order that he might learn by ex-
perience whether it secured him a sufficiency of control, This was' in
1889 ; several modifications were subsequently made in the rules of 1886,
and in 1893 they were completely revised and republished, the Secre--
tary of State’s concurrence being obtained on each occasion.

38. In 1907, however, Mr. Morley as Secretary of State for India
drew the attention of the Government of India to the rules by which.
the expenditure of the revenues of India was then regulated. He
referred to the statutory provisions and to the Audit Resolutions under .
the provisions of which ‘the. sanction of the Government of India is-
declared to be sufficient authority for expenditure in India except in
specified cases in which jt is stated that the approval of the Secretary
of State in Council is.required. He continued :— .,

“ When these resolutions were sanctioned, it was understood that:
this was done as a provisional measure in order that the Secretary of’
State in Council might learn by experience whether the orders given
are sufficient to secure to him the power of efficient control which it was.
intended by Parliament that he should exercise.”

¢ Experience has demonstrated the necessity of revising the resolu--
tion so as to provide explicitly.that certain classes of expenditure, which
are not now mentioned in it, shall require the previous sanction of the
Secretary of State in Council.””

He then enumerated the classes and continued : * Your - suggestions
_should be embodied in a draft resolution (to take the place of the one-
dated 4th March 1893) which you should prepare and submit for my-
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approval as soon as possible. As the resolution is intended. to serve not
merely as a set of rules for the guidance of audit officers but also as an
authoritative statement for other purposes of the limits within which
expendifure may be incurred, and grants made by the Government of
India without the specific sanction of the Secretary of State in Council,
it should recite the stafutory provision regarding the control of Indian
expenditure* . . : it should set forth that proposals
for expenditure which are not specified as requiring the Secretary of
State’s sanction are invayiably to be submitted to him when they raise
any important question of administrative policy and when the expen-
diture contemplated is of an unusval nature, oris likely fo involve
further expenditure at a later date.”

39. When submitting the draft resolution thus called for, the Govern-
‘ment of India raised two main points. They said: “ We do not read
in your present despatch any intention of altering the position accepted
by Lord Cross in his despatch No. %50-Financial, dated the 7th
November 1889, that the authority vested in the Secretary of State
has been delegated to the Government of India except in cases where
‘he has by special order or by established practice reserved to himself
the exercise of that authority. We have, therefore, defined this
position in paragraph 2 of the draft resolution. In paragraph 3 of the
draft we malke it clear that all measures which raise any important
question of administrative or financial policy, or involve considerable
expenditure of an unusual nature, must be submitted 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 adminis-
trative, rather than in that part which describes the duty of the audit
-officer. This arrangement follows what is virtually the existing
practice.”

40. The Secretary of State accepted the views of the Government
-of India except in respect of expendituce of an unusual nature which he
considered should come within the purview of Audit. Since then there
have been numerous révisions of what is called the Audit Resolution
and the last edition prior to the introduction of the Reforms (known
as the Main Audit Resolution) was issued in Mareh 1913.

In each edition the scope of the resolution has been enlarged and
the rules contained in it have been brought more closely into accord.
- with the original orders of the Secretary of State of which the resolution
‘is a convenient compendium.
41. 1t is unnecessary to describe in defail the history of the growth Deleggiw to
of the powers granted to local Governments. It is sufficient: to note o3, Go%rn-
‘that an important resolution issued in 1897 defining those powers. subordinste
Since then, as a result largely of the work of the Decentralisation suthorities,
Commission, their powers were increased considerably and a new resolu-
tion defining the powers of sanction of locul Governments in yespect of

® e, that ménﬁoﬂed in paragraph 35 above.
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Provincial and Imperidl»exp_enditure was issued in Jaly 1916. This was
known as the Provincial Audit Resolution.

42. The statutory rul> quoted at the beginning of paragraph 35
required that all expenditare in India should be sanctioned by the
Secretary of State in Council. As this rule did not make it clear that
the Secretary of State could delegate his powers to the authorities in
India, the following proviso was added to that Section in 1916 :—

Provided that a grant or appropriation made in accordance with
provisions or restrictions preseribed by the Secretary of State
in Council wish the concurrence of a majority of votes ata
meeting of the Council shall be deemed to be made with the
concurrence of a majority of such votes.

The addition made the position clear and it specifically gave power

“to the Secretary of State in Council to delegate his powers to auy

authorities he liked.

~ Even under the then existing orders it was found that the position
as regards delegation was very complicated. The Secretary of State
held that the powers exercised by the Government of India were
merely delegated by hiin, and that the Government of India, or the
local Governments could not delegate to subordinate authorities powers
entrusted to themselves without the sanction of the Secretary of State.
It was therefore necessary to examine the whole question in detail and
with the approval of the Secretary of State a set of fundamental rules
were issued in 1917 clearly defining not the actual powers to be exercised
in each case but the maximum limits up to which powers may be’
delegated to subordinate authoritizs with>ub reference to the Seeretary
of State.

438. The resolutions defining the powers delegated by the Secretary-
of State to the Government of India and to the local Governments, and
the rules defining the extent to which the delegated powers could be
re-delegated to the subordinate authorities were revised up to lst June
1918 and published in a volume called the ** Book of Financial Powers.”

Relevant features of the Reforms Scheme.

44. Thus before the advent of the Reforms the expenditure of the

" revenues of India was “entirely under the control of the Secretary of

State who delegated his powers, to a certain extent, o the authorities
in India. This position has since been changed under the Reforms.’
The final goal of the Reforms is the progressive realisation of responsi-

. ble Government in India as an integral part of the - British Empire,

The means to be adopted for the attainment of this goal are the gradual
development of self-governing institutions in India and the grant to the

- provinces of the largest measures of independence of the Government of

India which is compatible with the due discharge by the latter of ;o
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own responsibilities. This has been provided for in the following

ways :—

61(1)

In Governors’ provinces, the functions of the local Govern-

wents have been distinguished from those of the Governer
General in Council by the division of the subjects which are
placed under their respective administrative control. Those
subjects which will remain under the administration of the
Government of India are called ¢ Central > subjects while
those which bave been placed under the control of the-local
Governments are called ¢Provincial > subjects. The local
Governments will frame their own budgets which will be
passed by their respective Legislative Councils. The Coun-
cils of such provinces consist of a large elected majority.

(2) The provincial subjects have been further divided into (1)

Transferred and (2) Reserved. The former includes those
subjects which it is thought can be entrusted to popular
control and bave been placed under the charge of a Minister
appointed from the elected members of the Legislative
Council. The latter class includes subjects which have not
been so transferred and are placed under the charge of a
Member of the Executive Council.

" (8) A complete list of the subjects classified as central, provincial

reserved and provincial transferred is given in Schedules I
and I1to the Devoluticn Rules. The foliowing may be
cited as examples :—

(Army.

Railways. )
Posts and Telegraphs.

~

Commerce,
Customs,

Central . . . . . 1Political charges.

( Watersupplies, irrigation
and canals, drainage and
embankments,  water
storage  and  water
power.

" Provincial Reserved . . .4 Land Revenue Adminis-

- tration.

JFamine Relief, TLand
acquisition,  Adminis-

i L tration of Justice, ete.

(Local  self-Government.
Medical administration.

Education other than
European and Anglo-

Provineial Transferred . .4 Indian Eduecation.

Public Health,
Excise.
L Development of Industries.
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(4) Local Governments are given powers to borrow in the open
market for their own purposes subject to certain restrictions,
while the local Legislative Councils are empowered to pass
laws imposing fresh taxes of certain specified kinds.

(5) The powers of sanction of local Governments. have been very
largely increased either by rules made under the Act which
have received the approval of both Houses of Parliament or
by executive orders of the Secretary of State.”’ '

With regard to what are known as « Central subjects >’ 4.c.; subjects
under the control of the Government of India, the powers of the.
Government of India have been considerably enhanced by the Secretary
of State under the powers vested in him under Section 21 of the Act.

Financial rules framed under the d:t.

45, Section 19A of the Government of India Act provides that the’

sanction. The Secretary of State in Council may by rule regulate and restrict the

new Provin-
cial Aundit
Resolutions, -

exercise of the powers of superintendence, direction and control vested
in" him by the Act; and Section 45A (3) also provides that the powers
of superintendence, direction and control over local Governments vested
in the Governor General in Council shall, in relation to transferred
subjects, be exercised only for the following purposes : —

(1) to safeguard the administration of central subjects ;

(%) to decide questions arising betweea two provinces, in cases
where the provinces concerned fail to arrive at an agree-
ment ; and

.

(8) to safeguard the due exercise and performance of any powers

' and duties possessed by, or imposed on, the Governor Gene-
ral in Council under, or in connection with, or for the pur-
poses of the following provisions of the Act, namely, Sec-
tion 29A, Section 30 (1g), Part VIIA, or of any rules made
by, or with the sanction of, the Secretary of State in
Council,

. It will thus be seen that as regards central and reserved subjects the
Secretary of State retains his statutory confrol and that the powers
enjoyed by the authorities in India are derived- from delegations made
by him, while as regards transferred subjects the powers primarily rest
with the legislature in India from whom Ministers are appointed by
the Governors of the several provinces and the interference of the Sec-
retary of State or the Government of India is restricted to the cases
specified in the rules made under the Act.

46. The financial limitations on the powers of Ministers as regards
transferred subjects are set out in the following rules :—
The previous sanction of the Secretary of State in Council is neces-
sary— , .
(1) to the creation of any new or the abolition of any existing
permanent; post, or to the increase or deduction of the pay
drawn by the incumbent of any permanent post, if the post.
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in either case is one which would ordinarily be held by a
member of an all-India Service, or to the increase or re-
duction of the cadre of an all-India Service;

(2) to the creation of a permanent post on a maximum rate of pay
exceeding Rs. 1,200 a month, or in Burma Rs. 1,250 a
month, or the increase of the maximum pay of a sanctioned
permanent post fo an amount exceeding Ks. 1,200 a month,
or in Burma Rs. 1,250 a month ;

«(3) to the crealion of a temporary post with pay exceeding
Rs. 4,000 a month, or to the extension beyond a period of
two years of a tomporary post or deputation with pay exceed-
ing Rs. 1,200 a month, or in Burma Rs. 1,250 a month;

{(4) to the grant to any Government servant or to the family or
other dependants of any deceased Government servant of an
allowance, pension or gratuity which is not admissible under
rules made or for the time being in force under Section 96B
of the Act, except in the following cases :—

(@) compassionate gratuities to the families of Government
servants .left in indigent circumstances subject to such
annual limit as the Secretary of State in Council may
prescribe ; and

(8) pevsions or gratuities to Government servants wounded or
otherwise injured while employed in Government service
or to the families of Governmen$ servants dying as the
result of wounds or injuries sustained while employed in
such service, granted in accordance with such rules as have
been or may be laid down by the Secretary of State
in Council In this behalf ; and-

(5) to any expenditure on the purchase of imported stores, or
stationery otherwise than in accordance with such rules as
may be made in this behalf by the Secretary of State in
Counci.l

If the sanction of the Secretary of State in. Council is required by
these rules to any-expenditure, such sanction should be obtained
before the proposal for expenditure is included in a demand fora
grant. .

The local Government may delegate any of its powers to an authority
subordinate to it after previous consultation with the Finance Depart-
ment, to such extent as may be required for the convenient and efficient
despatch of public business,

47. The powers regarding “ Reserved ” subjects given to the local
Governments are as below :—

The previcys sanction of the Secretary of State in Council is

necessary— :
(1) To the creation of any new or the abolition of any existing
permanent post, or to the increase or reduction of the pay
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drawn by the incumbent of any permanent post, if the post
in either case'is one which would ordinarily be held by a
member of an all-India Service, or by an officer holding the
King’s Commission, or to the increase or reduction of .the
cadre of an all-India Serviee.

(2) To the creation of a permanent post on a maximum rate of pay
exceeding Rs. 1,200 a month, or in Burma Rs. 1,250 a
month, or the increase of the maximum pay of a sanctioned
permanent post to an amount exceeding Rs. 1,200 a mogth,
or in Burma Rs. 1,250 a month.

(3) -To the creation of a temporary post on pay exceeding Rs. 4,000
- a month, or the extension beyond a period of fivo years (or,
in the case of a post for settlement operations, of five years)
of a temporary post or deputatioa on pay exceeding Rs. 1,200
a month, or in Burma Rs. 1,250 a month, - .

{4) To the grant to any Government servant or to the family or
o'her dependants of any deceased Government servant of
an allowance, pension or gratuity which is not admissible
under rules made or for the time being . in force under
section 96 B of the Government of India Act, except in the
following cases :—

{a) compassionate gratuities to the families of Government
servants left in indigent circumstances, subject to such
annual limit as the Secretary of State in Council may.

. prescribe ; and

(8) pensions or gratuities to Government servants wounded or
otherwise injured while émployed in Government ser-
vice or to the families of Government servants dying as
the result of wounds or injuries sustained while
employed in such service, granted in accordance with
such rules as have been or may be laid down by the
Secretary of State in Council in this behalf.

{8) To any expenditure on the purchase of imported stores or
stationery, otherwise than in accordance with such rules as
‘may be made in this behalf by the Secretary of State in
Council. - .

{(6) To capital expenditure upon irrigation and npavigation works
including “docks and harbours, and upon projects for
drainage, embankment and water storage and the utilisation
of water power, in any of the following cases, namely :—

(8) where the project concerned materially affects the interests
of more than one local Government ;
(8) where the original estimate exceeds 50 lakhs of rupees ;

(c) where a revised estimate. exceeds by 15 per cent. an
original estimate sanctioned by the Secretary of State in
Council ; and .
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(@) where a further revised estimate is proposed after one revised

estimate has already been sanctioned by the Secretary of
State in Council,

(7) Toa revision of permancnt establishment involving additional
establishment charges exce:ding Rs. 5- lakhs a year; pro-
vided that if a resolution has been passed by the Legislative
Coupcil recommending an increase of establishment charges
for this purpose, the san+tion of the Secretary of State
in Cruncil shall not be required unless the expendiure so
recommended exceeds 15 lakhs a year.

{8) To any increase of the contract, sumptuary or furniture grant
of a Governor.

(9) {2) To any original work on the residences of a Governor of
which work thze estimated total cost exceeds Rs. 50,000 ;

(8) to arevised estimate for such a work exceeding by 5 per cent.
or by Rs. 10,000, whichever is less, the original estimats,
if this was sanctioned by Secretary of State in Council ;

(c) toexpenditure in any year in excess of Rs.- 50,000 on all
original works on the residences of a Governor.

The Governor General in Council shall, if necessary, decide whether

a cbarge falls under the head of original works.

(10) To any expenditure upon railway carriages or water-borne
vessels specially reserved for the use of high officials, other-
wise than in.connection with the maintenance of such ecar-
riages or vessels already set apart with the sanction of the
Secretary of State in Council for the exclusive use of a
Governor. '

48. The following further conditions have been laid dbwn in regard
to the rules referred to in paragraph 47 :—

(1) These vules supersede all previous rules of a similar nature and,

" subject to their observance, orders regarding specific cases

of expenditure passed by the Secretary of State in Council

or the Governor General in Council under regulations pre-
viously in force will no longer be binding.

(2) If the sanction of the Secretary of State in Counecil is required
by these rules to any expenditure, such sanction should
ordinarily be obtained before the Legislative Council is
asked to vote supply to meet the expenditure (see Chapter
6). The Governor in Council may depart from this rule in
cases of extreme urgeney, where the time available is so
short that sanction cannot be obtained by telegraph ; but in
such a case a statement showing all schemes for which
supply has been asked before sanction bas been obtained
must be submitted to the Secretary of State in Council as
soon as possible after the presentation’ of the demands to
the Council. '
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(8) The Governor in Council may sanction any excess over am
estimate. which has, prior to the introduction of these rules,
received the sanction of the Secretary of State in Council
or the Governor General in Council if the total cost of the
estimate, as increased by the excess, is within the powers of
sanction conferred upon the (Governor in ‘Council by these

. rules ; and may sanction the extension of a temporary - post
which has received similar sanction if he would, under these
rules, be competent to sanction the creation of such a- post
for the full term as extended.

(4) Subject to the observance of these rules and to the provisions
of seetion 72 D of the Government of India Act, the Gover-
nor in Council has full power to sanction "expenditure upon
reserved provincial subjects and, with the previous consent.

- of his Finance Department, to delegate such j.ower upon such
conditions as he may think fit to any officer subordinate to
him. Any sanction given under this rule will remain valid
for the specified period for which it is given, subject, in the
case of voted expenditure, to the voting of supply in each
year.

49. With regard to expenditure on provincial reserved and transferred
subjects which require the sanction of the Secretary of State, every such
application of the local Government should be addressed to the Governor
General in Council, whe shall, except in the cases referred to below in
which he can himself sanction, forward the same with his recommenda-
tions, and with such further explanations of the proposal as he may
have seen fit to requiré from the local Government, for the orders of
the Secretary of State in Council.

The Governor General in Council has power at his diseretion to
sanction on behalf of the Sacrstary of State in Council the following
items of expenditure which require a reference to the Secwetary of
State :— ' "

() the grant in an individual case of any increase of pay, or
(8) the creation or extension of a temporary post.

If he himself does not exercise his discretion and sanction the
proposal, he may, and if he dissents from the proposal, shall, forward
the application with his recommendations, and with such further
explanations of the proposal as he may have seen fit to require from
Ec:he local Government, for the orders of the Secretary of State in

ouncil. '

It will be observed that the powers granted to the Governor General
in Council to sanction in particular cases certain items of expenditure
on behalf of the Secretary of State in Council constitute an important
delegation of powers. .
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50. The following rules define the classes of expenditure from
central revenues upon subjects other than provincial subjecis which
the Governor General in Council may not swnction without the previous
consent of the Secretary of State in Council. These rules supersede
all previous rules of a similar nature and, subject to their observance,
erders regarding specific cases of expenditure passed by the Secretary
of State in Council under regulations previously in force wili no longer
be binding.

NoreE.—Since the enactment of the Government of India Act, 1919, and of the
Devolution Rules it is not permissible to incur expenditure from central revenues on
proviucial subjects or to make assignments from central to proviacial revennes for
expenditure on a proviucial subject except in so far as such expenditure may be necessary
in connection with matters covered by item 52 in Part II of Schedule I to. the Devolution
Raules o: represent payment for services rendered by the local Government.

If the sanction of the Secretary of State in. Council is required by
these rules to any expenditure, such sanction .should ordinarily be
obtained before the Legislative Assembly is asked to vote supply to
meet the expenditure. The Governor General in Council may depart
from this rule in cases of extreme urgency, where the time available is so

“short that sanction caunot be obtained by telegraph ; but in such a case

a statement showing all schemes for which supply has been asked before
‘sanction has been obtained must be submitted to the Secretary of State
as soon as possible after the presentation of the demands to the
Assembly. '

Subject to the observance of these rules and to the provisions of
section 67A of the Government of India Act, the Governor General in
Council has full power to sanction expenditure from central revenues upon
subjects other than provincial subjects and, with the previous consent
of the Finance Department, to delegate suoh power upon such conditions
as he may think fit either to any officer subordinate to him or to a local
Government acting as his agent in relation to a central subject. Any
sanction given under this rule will remain valid for the specified period
for which it is given, subject in the case of voted expenditure to tke
voting of supply in each year. Orders of delegation passed under this
rule may contain a provision for re-delegation by the authority to which
‘the powers are delegated.

Raules relating to expenditure by the Goverument of India on subjects
other than provincial.

The previous sanction of the Secretary of State in Council is
necessary :—

(1) To the creation of any new or the abolition of any existing
permanent post, or to the increase or reduction of the pay drawn by the
iuecumbent of any permanent post, if the post in either case is one which
would ordinarily be held by a member of one of the services named in
the schedule, or by an officer holding the King’s commission, or to the
increass or reduction of the cadre of any of those services, or of a service
ordinarily filled by officers holding the King’s commission.

B2

The new
Central Audib
Resolution.
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(2) To the creation of a- permanent post on a- maximum rate
of pay exceeding-Rs. 1,200 a month, or the increase of the maximum-
pay of a sanctioned permanent post to an amcunt exceeding Rs. 1,200
a month. )

(3) The creation of a temporary post on pay exceeding Rs. 4,000 a
month, or the extension beyond a period of two years (or, in'the case of
a post for settlement operations, of five years) of » temporary post or
deputation on pay exceeding Rs. 1,200 a month.

(4) To the grant to any Government servant or to the family or
other dependants of any deceased Government servant of an allowance,
pension or gr«tuity which is not admissible under rules made or for the
time being in force under section 96B of the Government of India Act,
or under Army Regulations, India, except in the following cases:—

{«) . compassionate gratuities to the families of Government servants:
‘left in indigent eircumstances, subject to such anoual limit
as the Secretary of State in Council may prescribe ; and

(8) pensions or gratuities to Government servavts- wounded or
otherwise injured -while employed in Government service or -
to the families of Government servants dying as the result
of wounds or injuries sustained while employed in such
service, granted in accordance witk such rules as have been
or may be laidl down by the Secretary of State in Council in
this behalf ;

(¢) ‘regrant of an heteditary political pension, in whole or in part,
-to an ‘heir who is in Government employ or in receipt of a
Service pension,

(5) To any expenditure on a measure costing more than Rs. 5,00,000
(initial plus one year’s recurring) and involving outlay chargeable to the
Army or Marine estimates. »

(8) (a) To any expenditure oun the inception of u Military Works
project which is estimated to cost, or forms part of a scheme which is
estimated to cost; more than Rs. 10,00,000. :

: (8) To any expenditure on a Military Works project in excess of
the original sanctioned estimate, if— '

(1) ‘the excess is more than 10 per cent. of the original samctirned
estimate, and the estimated cost of the project therchy
~ becomes more than Rs. 10,00,000; R
(#1) the original estimate has been sanctioned by the Secretary of
State, aud the excess is more than 10 per cent. of that
estimate, or more than Rs. 10,00,000.

(¢) To any expenditure on a Military Works project, in eacess

of a revised or completion estimate sanctioned by -the Secretary of State.
Provided- that, for the purposes of clauses (8) {if) and (c) of the rule,

if any section accounting for 5 per cent. or more of the estimated cost of
8 project sanctioned by the Secretary of State is abandoned the estimated
cost of the works in that section shall be excluded from the total sare-
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tioned estimate of the project for the purpose of determining whether the
Secretary of State’s sanction is necessary.

(7) To any expenditure on theé purchase of imported stores or sta-
tionery, otherwise than in accordanc: with such rul:s as may be made in
this behalf by the Secratary of State in Council. .

(8) To any expenditure, otherwise than in accordance with such rules:
a8 have be:n or may be laid down in this behalf by the Secretary of
State in Council, upon— :

(a) the erection, aitération, furnishing, or equipment of a church;
or a grant-in-aid towards the erection, alteration, furnishing
or equipment of a church not “wholly constructed out of
public funds ; or

(6) the provision of additions to the list of special saloon and
inspection railway earriages reserved for the use of high
officials ; or . . '

lc) the staff, household and contract allowances, or the residences

* and furniture provided for the use of the Governor General ;
or :

(@) railways.

The foregoing rules do not apply to expenditure in time of war with
a view to its prosecution. "The Gevernment of India have full powers
with regard to such expenditure subject only to the general comntrol cf
war operations which is .exercised by the Secretary «f State for
India in consultation with His Majesty’s Government; to. the
necessity of obfaining. the sanction of the Secretary of State in
Council to really important special measures required to carry out
those operations, where in the judgment of the Government of India
thme permits a previous reference to him ; and to the obligation to keép
him as fully informed as circumstances allow of theis important actions. -

The Schedule.

Indian Civil Service.

Indian Police Service.

Indian Forest Service.

Indian Educational Service, . -
. Indian Agricultural Service.

R R

Indian Service of Engineers.

7. The Indian Veterinary Service.

8. Indian Medical Service.

9. Tmperial Customs Serviee, '
10. Indian Audit and Accounts Service (Civil and Military).

11. Superintendents and Class I of the Survey of India Depart-
ment.
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12. The Superior Staff of the Geological Survey of India Depart-
ment. : ’

18. The Supericr Telegraph branch of the Posts and Telegraph
Department. .

14. State Railway Engineering Service.

15. The Superior Staff of the Mint and Assay Department.
16 Archxological Department.

17, Indian Forest Engineering Service.

18. Any other service declared by the Secretary of State in Couneil-
to be included in this Schedule.

51. Besides the necessity for the existence of the sanction of proper
authority as explained in previous paragraphs, it is a fundamental rule
that funds should be provided for all items of expenditure. For this
purpose the expenditure is divided into two classes, v¢z., {1) Voted and
(2) Non-voted, »ide paragraph 58. The funds for the former are
sanctioned by the legislature, while those for the latter by the Govern- -
ment, as explained in detail in Chapter 6. :

52. In dealing with the audit of sanctions in this chapter, it is
necessary also to deal with the sanctions to expenditure on public
services and to state how they are affected by the Reforms.

Section 96B (2) of the Act authorises the Secretary of State to make
rules for regulating the classification of the civil services in India,
the methods 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 presoribed, delegate the
power of making rules to the Governor General in Council .or to local

-Governments, or authorise the legislature in India to make laws

regulating the public services.
" The rules regarding classification, recrnitment, discipline and conduct

-are contained in the Recruitment Rules. The classification made under
_ this section divides the services attached to provinces into 4 classes :—

(1) All-India Services.

(2) Provincial Services.

(3) Subordinate Services.

(4) Officers holding special posts.

The powers of sanction of expenditure from provincial revenues on
these services are set out in parhgraphs 46 to 49 above, Where central
revenues are concerned the powers are set out in paragraph 50 above
but there the term all-India Services cannot be used as fhat term has
been defined in the Recruitment Rules with reference to services paid
from provincial revenues only. In regard to public services adminis-
tering central subjects, the powers delegated to the central Government
are the same as those allowed to provincial Governments for serviess in
connection with reserved subjects subject to the necessary grants being

voted by the Legislative Assembly.
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53. The 1ules regarding conditions of service, pay and allowances Principles

are contained in the Fundamental Rules which take the place of corre- underlying

. . ) gl :ol Qarviee the Funda-
sponding rules in the previous compilstion called the Civil Sexviee . .,
Regulations. The following are the main principles underlying the Rules,

Fundamental Rules :—-
(1) Duty is the basis of pay and leave, that is
(a) an officer performing the duties of an appointment gets the
pay of the appointmeut irrespective of the fact whether he
is holding it substantively or is only ofliciating in it,
and ;
(6) the period of duty whicl an officer puts in is made the basis
for calculating his leave.

(2) No acting promotion is to be given unless an officer’s duties are
changed. .

(3) A leave account is to be maintained, all the entries in which
whether of leave earmed or of leave taken are in terms of leave on
average pay. Bnt the leave taken may be either on average pay,
half average pay or quarter average pay.

54, Section 96B (3) of the Act permils the Secretary of State in
Council to frame rules relating to pension. Such rules which will replace
the correrponding rules im the Civil Service Regulations bave not yet
been approved by the Secretary of State. :

55. As pointed out in paragraphs 42 and 43 above, the question of Delegation of
delegation was very complicated before the introduction of the Reforms, power.
At present, bowever, the Governor General in Council and the Gevernors
in Council are at liberty after previous consultation with the Finance
Department of their Government, to delegate, with or without condi-
tions, to any officer subordinate to them, or (in the case of the Governor
General in Council) to a local Government acting in relation to central
subjects as the agent of the Governor General in Council, any of the
powers of sanctioning expenditure which they themselves possess. As
explained in paragiaph 50 above, it has further been ruled by the
Secretary of State that any orders of delegation which the Governor
General in Council may issue may also contain a provision to the effect
that the authority to which the powers are delegated may in turn re-
delegate any of its powers to any lower authority.



32

56 ] , AUDIT AGAINST APPROPRIATION, [ Crar. 6.
A . .

Chapter 6.

Audit Against Appropriation.

Conditions for 56 The ingurring of expenditure from the revenues of ‘India is
incurring  invariably subject fo the following main conditions :—

" expenditure. - e - : . .
pe (?). That there exists a sanctiin of competent authority for
incurring the charge. ' :

(¢) That funds to cover the charge during the year havé been
proviied by competent authority.
The audit in respect of condition (7) has been dealt with in -
Chapter 5, and this chapter deals with the audit in respect of the
provision of funds or the appropriation to cover the charge.

Definition of 57. As stated jn paragraph 7, the Govern nent and the legislature
te‘;“‘t.“ appro- decide as to the amount of expenditure which can be incurred in any-
priation: year in carrying out the varivus activities of the Government. The

assignment to meet specified expenditure from the funds so sanctioned

by ¢:overnment or-the legislatuve is called an appropriation.

Authority for  38. For the purposes of determining the authority which can provide

;‘“f‘tw“ of funds the Government of Indii Act divides expenditure into two

s, classes, 7.e., (1) Voted'ard (2) Non-voteld. The former elass inclades

the ite-ms for which the provision of funds is subject to the vote of the

legislature ; while funds for the latter class are sanctioned by Government

. withoub reference to the legislature. The latter class includes only the
following items : -~ ‘

Central Expenditure :—

() Lnterest and sinking fund charges on loans,

(i4) Expenditure of which. the amount is presciibed by or under
any law, '

Ecplanation—The amount preseribed should be covtidered tc mean

- ¢ the amount which at the time of expenditure is prescribed’. Prescrip-

‘tion under any law should be considered to include all cases in which

an authority is empowered to fix the sum which shall be expended upon

a particular object and that authority proceeds to declare the particular
amount which shall be so expended.

(#47) Salaries and pensions of persons appointed by or with the
approval of His Majesty or by the Secretary of State in
Council.

Explanation 1.—The term ¢ salaries™ as defived by the Governor

General in Council under section 67A (4/ of the - Government of India
Act, includes the following emoluments :—

(2) Any emoluments classed as pay under Fundamental . Rule -
.9 (21), '
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(6) Any emoluments drawn monthly by a Government eervant -
which are classed as compensatory allowances under Funda--
mental Rule 9 (5) except travelling allowances as defined in
Fundamental Rule 9 (32),

{e) Any emoluments classed as leave salary under Fundamental
Rule 9 (12).

Ezplanation 2—The words * -lplentLd Ly or with the approval of
the Secretary of State in Council ”” should b: interpreted as explained
below :—

(1) All appointments made in Englan prior to the date of the
passing of the Government of India Aect, 1919, »iz.. the
23rd December 1919, including cases where a contract has
been entered into sxgned by two members of the Council of
India and is expresse | to be made by the Secretary of State
in Covneil, should be ‘treated as having actnally been made
by the Secretary of State in Council, for the purposes of

. Sections 67A (3) (iii) and 72D (3} \w) of the Government
of India Act. This position will no~ be affected even if the
pevsons concerned are transferted by an authority in India
to posts other than those to which they were ‘originally
appoin*ted provided there is no break in their servie s.

{2) From the date cf the coming -into force of section 29A and
the amendment of section 29 of the Aect, »iz.,, the 29th
July 1920, appointinenis in ¥ngland may be made by—-
{¢) the Secretary of State in Council,
(¢¢) an agent of the Secretary of State in Couneil in England,
or
(¢2¢) the High Commissioner contracting on behalf of the Governor
General in Council or a local Government,
In these cases only appointments falling under (¢) will come within )
the provisions of the sections.

(8) AUl appointments made in India both before and after the
passing of the Government of India Act, 1919, should
usually be assumed to have been made by an a.uthonty in
India unless there is definite evidence to show that the
Secretary of State in Council specifically appointed the
partuular person. The salaries of all persons appointed in
"India are therefore usually votable although the form of
their agreemeut of service may have been apploved by the
Secretary of State or the post to which™ they are appointed
may have been sanctioned by that authority.

(¢r) Salaries of Chief Commissioners and Judicial Commissioners.

() Expenditure classified by the order of the Governor General
in Council as—

- {a) Ecclesiastical ;
(&) Political ;
(¢} ‘Defence.
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Provincial Expenditure :—

(¢2) Contributions payable by the local Government to the
Governor General in Council, '

(¢4) Ioterest and sivking fund charges on loans.
(¢¢d) Expenditure of which the amount. is prescribed by or under
any law.
(¢v) Salaries .and pensions of persons appointed by or with the
approval of His Majesty or by the Secretary of State in
Council.
(v} Salaries of judges of the High Couxt of the province and
of the Advocate General.
All other items of expenditure are classed as voted.
Demands-for 59. The proposals of Government for expenditure on noted items are .
grante.  submitted to the legislature in the form of demands for grants under the
following rules made under the Act :— o

“(1) A separate demand shall ordinarily be made in respect of the
grant proposed for each department of the Government, provided that
the Finance Member may in his discretion include in one demand grants
proposed for two or more departments, or make a demand in respect of
expenditure which cannot readily be classifiel under particular depart-
ments.’ '

(2) Each demand sball contain, first 5 statement of the total
grant proposed, and then a statement of the detailed estimate under
each grant divided into items.

_ (3) Subject to these rules the Budget shall be presented in such a
form as the Finanae Member may consider best fitted for its considera-
tion by the Assembly.”

The demands are subject to the further restriction that if any ex-
penditure requires the sanction of the Secretary of State in Council,
it should not be included in a demand unless the required sanction has
already been obtained. See paragraphs 46, 48 and 50.

The legislature can vote only on’ proposalsso placed before it by
Government. This provision has been made in the Government of
India Act on the analogy of the evisting practice in England.

An exiract from the schedale of demands for grants of the Central
Government, for the year 19:2-23, submitted for the vote of the Legis-
lative Assembly which is printed as Appendix A will show how demands
are actally prepared at present.

60. The legislature may grant, or refuse its asserit to, any demand
or may reduce the amount referred to in any demand by a reduetion of
the whole grant (or, in respect of provincial expenditure by the
owmission or reduction. of any of the items of exp nditure of which the
grant is composed). As the legislature consists of an elected majority,
this power confers on the peo-le of India a considerable amount of cuntrol
over the expenditure of India. So far as voted services are concerned
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a epecific grant has to be sanctioned by the legislature before sanctions

to expenditure can be acted wpon. The control of th: legislature is-
not, however, final as the Act gives the Governor General and the

Governors certain pewers, which are detailed below to ineur expenditure

- even though it has not received the assent of the legislature.

Central Egpenditure.

“The demands as voted by the Legislative Assembly shall be sub-
mitted to the Governor General in Council who shall, if he declares
that he is satisfied that any demand which has been refused by the
Legislative Assembly is essential to the discharge of his respon-
-sibilities, act as if it had been assented to, notwithstanding the with-
bolding of such assent or the reduction of the amount therein referred
to, by the Legislative Assembly.

Notwithstanding anything “in this section the Governor General
shall have power, in cases of emergency, to authorise such expenditure
as may, in his opinion, be necessary for the safety or tranqgnillity of
British India or any part thereof.” :

Provincial Ezxpenditure.

¢ The Jocal Government shall have power, in relation to any such
-demand, to act as if it had been assented to, notwithstanding the with-
holding of such assent or the reduction of the amount therein referred
to, if the demand relates to a reserved subject and the Governor eertifies
that the expenditure provided for by the demand is essential to the
discharge of his responsibility for the subject ; and the Governor shall
have jower in cases of emergency to authorise such expenditure as may
be injhis opinion necessary for the safety or tranquillity of the province,
or for the carrying on of any department.”

61. It will be noticed that there is an essential difference betWween Difference
tke powers of a Governor and those of the Governor General: In cases between
of emergency both can authorise expenditure but in other cases while %‘:;:;;gf:nd
the Governor can sanction expenditure which he certifies to be necessary by Gavernor
for the discharge of his responsibilities only in the case of certain sub- General. -
jects classified as ‘‘ Reserved,” the Governor General in Council can
adopt this yRocedure in the case of all expenditure under his eontrol.
This difference is due to the fact that in the case ¢f central subjects no
portions are transferred to popular control and placed entirely under
the control of the legislature.

62. A demand when sanctioned becomes a grant which may be in Granteand
respect of expenditure falling under one or more major heads or sections vnits of
of a major head. For purposes of financial control, the grant or portion *PPropriation.
of a grant allotted to each major head of account is divided into primary
units of appropriation, each of which may be divided or rub-divided as
may be necessary into secondary units of appropriation.
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The distribution of appropriations for primaty units is usually
effected as under :—

(4) The whole or a part of the appropriation for a primary unit
within a grant may be placed at the disposal of a controll-
ing authority or a disbursing oficer, or the unit may be
broken up into a number of secondary units (to cover a
number of items of expenditure or a number of detailed
beads of account) and the appropriation for any of these
wholly or in part, may be placed at his disposal. -

(¢) A controlling officer at whose dispasal an appropriation for a
primary or secondary unit has been placed, may, out of it,
allot funds for expenditure on a specific item, or on a group
of items.

(442) The sum total of all appropriations made by any contr.lling
authority from a unit should not exceed the amount of the
unit, or portion thereof, pla:ed at his disposal.

Ezample—The following are some of the primary units for the

grant of Civil Works of the Central Government :—

- Original Works, Repairs, Grants-in-aid, Pay of Officers, Pay of
Establishment, Allowaunees; honoraria, ete., Supplies and
services, Contingencies and suspense. Any sub-division of
these ¢ g.,-major works and minor works under the unit for
Original Works or the sub-divisions of the unit of. Suspense
‘into Stock, London Stores, Miscellaneous P. W. Advances
and 'urchases are called secondary units.

63. OInc'e‘ the legislature have sanctioned the grants, the amount - of
these grants cannot be increased without the further sanction of that
body. This sanction is necessary in the following cases and is accorded
in the form of a supplementary grant :— o

(f) when the amount of a grant voted in the budget is found to be
insufficient for the purpose of the current year, or o

{#) when a need anses during the current year for expenditure, for
which the vote of the legislature is necessary, upon some. .
new service not contemplated in the budget fur that “year.

"64. But within the amount of the sanctioned grant, the Government
possesses full powers of transferring the provision from one "unit to
another by a formal order of re-appropriation. For example, the
Finance Deparbment of a local Government has been given power to
sanction any re-appropriation within a grant from one major, minor or
subordinate head to another, The Member or Minister in charge of a
department has power to sanction re-appropriations within a grant
between heads subordinate to a minor head, providel the transfer does
not 1nvolve undertaking a recurring liability. Powers of re-appropria-
tion ‘may also be delegated by a Member or Minister to subordinate
authorities with the sanction of the Finance Department under the rules
framed by the local Government. As regards re-appropriation from
one grant to another no authority subordinate to the Legislative
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Council has the power because the amounts of the grants are fixed by
that body and these amounts cannot be increased without their further
sanction. The powers of 1e-appropriation within the grants under the
Government of India are regnlated by rules made by the Governor-
General in Council.

65. The powers referred to in the preceding paragraph refer only to
those services for which expenditure is voted by the legislatures. So
far as non-voted services are concerned any expenditure in excess of the
estimate for that head shown in the budget for the year can be incurred
only after consultation with the Finance Department, As regards re-
appropriation from one head to another, as the expenditare under these
heads is compulsory and has to be sanctioned after consultation with the
Finance Department, no re-appropriation will be necessary. The
Finance Department may, bowever, frame rules to regulate the proce-
dure where re-appropriations are found to be necessary. 'This rule
applies only to expenditure on provincial subjects. As regards central
subjects the Governor-General in Council bas full power as regards
non-voted services and theyv will be exercised by the several departments
of the Government of India in accordance with the rules framed by .lhe
Governor-General in Council. : ’ :

66. Re-appropriations from a non-voted head to. a voted head:
of .grant under a local ‘Government are mot permissible as a voted -
grant cannot le increased except by the Legislative Couacil.
Re-appropriations from a voted head to a non-voted head are
permissible and may bLe sanctioned by the Finance Department
of a local Governmeut if the local Government anticipates a lapse under
the voted head or thereis an actual surrender from the voted grant.
Reappropriativns from a voted head to a mnon-voted head under the
Central Government ar: ragulated by rules framed by the.Governor
General in Couneil.

67. The Audit Depariment is responsible for auditing the grauts, Duties of the
appropriations and re-appropriations and for auditing the expenditure A“dl: Depart.
against grants and appropriativns to the extent indicated below :— ™"
(8) Awdit of grante.

To see :—

{¢) that the grant for votable expenditure is covered either by the
vote of the legisletura or by orders issued under Sections 67A
(7) and (8) or provises {@) and (8) of Section 72D (2) of the
Government of India Act as the casemay be ; | : _
{¢¥) tbat the grant for ron-votablé expenditure has been sanctioned
by Gevernment,
(8) Audit of appropriations ani re-appropriations

To see :—

() that the order has not the effect of increasing the amount of a
- grant without the sauction of competent authority, )
{¢¢) that the amoun® appropriated is available under ‘the unit from

which it is allotted, and »
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(¢42) that the order is issued by competent authority.
() Audit of expenditure against grant and appropriations.

{7} The Audit Officer is responsible for watching firstly, that the-
total expenditure under a grant does not exceed the grant and secondly
that the total expenditure on each primary unit within a grant does not
exceed the appropriation therefor, as modified by orders of re-appropria-
tion passed by competent authority from time to time.

(¢¢) He must further see on behalf of the executive Government
(Central or Provincial) that, if under the firancial rules of that Govern-
ment, a particular object of expenditure requires a specific appropriation,.
all expenditure on it is audited against such appropriation. _

(44¢) Similarly, if a lump sum appropriation is made for a group of
items of expenditure of au cffice, the total expenditure thereon will he
audited against the lump sum placed at the disposal of the disbursing-
officer for the purpose.

(¢v) When, however, several officers-are authorised to incur charges:
relating to a unit of appropriation, against a lump sum appropriation:
placed for the purposeat the disposal of a single higher authority, it:
devolves upon this authority to watch the progress of expendifure in all!
the offices and to keep the aggregate charges within the appropriation.
1f the Audit Officer is requested by the local Government to audit the
charges against the appropriation, he will comply with the request.
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Chapter 7.

Audit and Appropriation Reports.

68. The detailed results of audit are reported by Audiv Officers to
the disbursing and controlling authorities at the earliest opportunity
under the procedure laid down in Chapters 40—42 of the Audit Code,

but the collective results of audit are pressnted annually by the Auditor .

General to the Government in two reports, viz., (1) the Audit Report,
and (2). the Appropriation Report, which are placed before the Public
Accounts Committee of the legislature. Copies of thess reports are also
:submitted by the Auditor General to the Secretary of State through the
Governor General in Council, as required by the following rule framed
under section 96D (1) of the Government of India Act :—

“15. (a) The Auditor General shall on such dates as he may pre-
scribe, obtain from each principal auditor, and from any officers of the
Indian Audit Department to whom he may entrust this duty, Audit and
Appropriation Reports reviewing the results of the audit conducted by
and under such officer during the past official year. Any officer of
(Government may be called upon to provide any information necessary
for the preparation of these reports, which shall be in such form and
shall deal with such matters as the Auditor Genéral may prescribe. On
receipt of these reports the Auditor General shall transmit them to the
Governor General in Council or to the Finance Department of the local
‘Government concerned with such comments as he may think fit.

“ (6) The Auditor General ghall forward to the Secretary of State
‘through the Governor General in Council the several reports dealing
with the total expenditure in India in each year with his detailed
-comments on each report and may also offer such further eomments of a
_general nature as he may think fit.” '

These reports are prepared separately for each province and adminis-
“fration by the Accountants General concerned (vide Article 801 of the
Andit Code) and the reports for Posts and Telegraphs, Railways,
Military and Indian Stores L'epartments are prepared by the Accountants
‘General of those departments for submission to the Government through
the Audito? General. The detailed rules for the preparation of these
reports are given in Chapter 43 of the Audit Code.

69. The Audit Report deals with the collective results of all classes
<of audit, excluding the audit in respect of appropriations, ¢.e. :—

() lmportant cases of financial irregularity, e.g., those involving
serious breaches of rules or orders leading fo, or likely to
lead to; losses of public iuoney, or serious breaches of
audit procedure or safeguards.

(¥%) Statistics and analysis of objections with comments on the

types of irregularities generally committed towards the
end of the year.

Anudit Report, ;
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(¢¢¢) The special activities of the Audit Department during the
year.

70. The procedure followed in calling attention to the irregularities
of class (f) referred to in the previous paragraph requires special
mention. :s soon as an Audit Officer becomes aware of a serious.
disregard of a financial rule he reports it at once to the head of the
departme t in which the cfficer responsible for the irregularity is serving.
He is eatitled to be told what action is taken on his report and  if the

. action tsken is not adequate the watter is reported to the Finance

Appropriation
Report,

Department. for such action as. may be suitable. lmportant cases aro -
then brought to the notice of the Public Accounts Committee periodically
throughout the year, if so desired by it, in rejorts in wh'ch the action
taken by Government in each ease is stated. They are mentioned in
the next Audit Report with full particulars specifying the recommenda-
tions of the Public Accounts Committee, and further action, if anv,
taken by Goveinment. .
71. The Appropriation Report deals mainly with :—
{§) The results of appropriation audit and
(i4) the review of the financial position of the Government.

. The results of appropriation audit are presented in two different por-
tions in respect of (1) .audit on behalf of the legislature and the Publie.

Accounts Commiitee and {2) audit on behalf of the executive (Govern-

ment. The results of audit falling under class (1) are exhibited in
Appropriation Accounts in two parts. Part I compares the consolidated
grants with the actual expendituie against each, stating also the revi-
sions. and" re-appropriations sanction-d during the year. Part Il details
the figures of P:rt I by major and minor heads tracing thz large excesses
into units of appropriation. These accounts enable the Public "Accounts
Committee to satisfy itself that money has been spent by Government
within the scope of the demands granted and that no expenditure has
been incurred in excess of the vote of :the legislature. The Pullic
Accounts Committee and the legislature are not, however, primarily
concerned with the funds placed at the disposal of the individual officers
or the amounts of expeunditure incurred by each such officer. The results
of appropriation audit on behalf of the executive Government are there-
fore published as an appendix to the Report in a separate volume to
enable it to see that its agents have not disregarded the limitations placed
on them. ' ‘

The review  of the financial position of the Government sheuld
indicate not only the results of the year but should also show whether
the position has improved or deleriorated during the past few ycars
veferring to the main causes that have been at work to effect the result.
T'o elucidate the presant position, the cash situation.will of course have
to be explained, but, in addition, the growth or diminution of liability
should be indicated. For this purpoee, both revenue and expenditure
should be suitably analysed, and permanent commitments distinguished
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from those of a~temporury character, the former being detailed to
the extent necessary, and the latter subdivided as may bz -suitabls.
Contingent liabil'ties, such as estimated expenditure on uncompleted

- rchemes or works, should receive spzcial attention, as well as ‘assats not
yet brought to account. .

72. As stated in paragraph 68 above the reports receivad from the Dieposal of
Accountants General are submitted by the Auditor (ieneral with his Bepot:
comments to (1) the Governments conezrned for disposal as indicated in
paragraph 74, and (2) o the Secretary of State through the Governor
Genesal in Council. .1n the latter case the Auditor General has to off:r
such comments of a general ature as he way think fit aftor scratiny of
the accounts of the whole of India so as to presant the generil trend of
audit development and the prograss of financial control in India und:r the
Reforms Scheme, quoting ‘where necessary, individual cases of financial
irregularity as examples illustiative of the comments.

73. As under the Reforms Scheme it is propos:d to “give the Functionsof
" provinces the largest measure of financial independence of the Govern- ﬂ’:j,,‘;‘;‘;“
ment of India which is compatible with the due discharge by the latter Committee.
of its own responsibilities,” the powers of financial eontrol which have
hitherto been exercised by the Government of India, Finance Depart-
ment, in regard to provincial finance will devolve in future to a large
extent on the provincial Finance Departments and the provincial Legis-
lative Councils. Each provincial legislature will for the exercise of its
functions appoint a Public Accounts Committee which will deal with
all reports from the Finance Department on excesses or re-appropria-
tions, as well as with allaudit and appropriation reports of the provincial
Accountants General, and will advise the legislature upon all serious
departures from budget provision and upon all surcharges and dis-
allowances of the Audit Ofticers and upon the action which the execntive
authorities have taken upen them. The Committee will also bring to
“the notice of the legislature :— .

a (#) Every re-appropriation from one grant to another grant;

(¢¢) Every remppropriation within a grant which is not made in
. accordance with the rules regulating the functions of the
 Finance Department or which has the effect of increasing

® {he expenditure on an item the provision for which has been
- specifically reduced by a vote of the Council ; and

(riz) 3[ expenditure which the Finance Department has requested
' should be brought to the notice of the Couneil.

Similarly the Public Accounts Committee of the Indian Legislature will
exercise the same functions and will deal with the Audit and Appropria-
tion Reports of the departmental Accountants General, and of the
Accountant General, Central Revenues, and with the reports of the Finance
Department of the Government of India on imp rtant matters brought
to potice.
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74. The Finance Department will take into consideration any recom-
mendations of tke Public Accounts Committee or the orders of the
legislature and will at the same time forward to the Audit Officer and to
the Auditor General (1) the rej.ort of the Public Accounts Committee, -
(2) the recommendations or resolution of the legislature thereon and
(3) any orders that may be passed by the Government in giving effect
to the views of the legislature. ‘ '

It is open to the Audit Officer in the next Audit Report and to the
Auditor General in his comments thereon to indicate the action which
has been taken in respect of cases previously brought to mnotice and to
comment on the adequacy of the action.

75. These reports are thus public documents of considerable import-
ance. They should, therefore, receive the personal attention of the -
Accountant Geperal. Every endeavour should be made fo convey,

_ through these reports, a just, impartial, and yet sympathetic picture of

the financial 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 fax-payer and the Secre-
tary of State, they will exhibit the extent to which the Government
is complying with the orders and views of the legislature. It should
be ‘borne particularly in mind Yhat the control which the legislature
of the provinces will exercise over the provincial finances will depend
largely upon the effectiveness of the help rendered by these reports..
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Chapter 8.
Relations between the Audit Departmel;t and the Finance Department.

76. In paragraph 74 of the First Despatch on Reforms the Govern- Difference

ment of India stated as follows :~— ggt;e::? the
)y
“The withdrawal of external control over provineial finance implies f;?:rzilal

the substitution of effective contro! within the province. That pefore ana
control in practice may be divided between the Finance after the
Department (or treasury) of the provinee and the Legislative Reforms.
Council. '

The external control referred to here means the control which the
Secretary of State and the Government of India exercised over provinecial
finances prior to the introduction of the Reforms. The Reforms have
given the provinces a large measure of financial independence as well
as large powers of taxation and borrowing. The relaxation of the
external control has now been replaced by control within the province
partly by the Finance Department and partly by the legislature. This -
internal control is strengthened by the effective assistance rendered by
the independent agency of the Audit Department .which as explained
in paragraph 70 brings financial irregularity and misdemeanour promi-
nently to the notice of the. executive authorities and the legislature.
This cbapter deals with the relations which the Audit Department
has with the Finance Department in controlling the finances of the
counfry.

77. The duties of the Finance Department of a Governor’s province Daties of the
are detailed in Part I1I of the Devolution Rules and the more important F;”:f:t?"
of the duties, which involve co-operation with the Audit Department ™
may be summarised briefly thus :—

(1) Scrutiny of tne proposals for new expenditure and guarding

+ against undue growth of expenditure on the public service.
(2) The safety and proper employment of the famine insurance

. fund and of the proceeds of borrowing.
(8) Framing of the financial rules and arranging for the main-

y *onance of suitable accounts throughout the province.
(4) Controlling the delegations of financial powers by the local 7
Government and the subordinate authorities.

{5) Taking action on the reports of the Audit Department and
acting in co-ordination with that department.

78. As regards (1) of the previous paragraph, the Finance Depart-
ment demands justification for new expenditure from the department



- 44

79] RETLATIONS BETWEEN THE AUDIT DEPARTMENT [CHar, 8.
AND THE FINANCE DEPARTMENT. ‘

which proposes it and challenges the necessity for spending so much
money {o secure a given object. The functions of the Finance Member
in this respect are, however, advi-ory and the Mirister or the Member
in charge of the department concerned is not bound to aceept the advice

. given by the Finance Member. But, after the expenditure is sanc-
tioned or appears in aceounts, the Andit Officer investigates the necessity
for it through the proceedings and other papers leading to its sanction
and if be considers the etpenditure to be extravagant, he is in a position
to chalienge it and bring the itregular expenditure of public money to
the votice of the Public Accounts Commitiee and ihe legislature through
his - Audit Report. Thus the Finance Department and the Audit
Departoient have analogous functions in regard to new expenditure—
the former ailvises before action is taken and the latter sernfinises the
action taken either on receipt of the sanction or when the expenditure
appedrs in the accounts.

79. In regard to item (2) of paragraph 77 the Finance Department
has to see that proposals for the wutilisation of the famine insurance
furd and borrowed money fall within the objects on which they may be
spent under the rules, while the Aadit Department bas to satisfy ateelf
by its er post facto scrutiny of the expenditure that such funds are
actually spent only on authorised objects, and that if loans have been
spent on unproductive objects sinking funds have been created under
the Local Government (Bowowing) Rules.

80. Xarespect of item (3] of paragraph 77 the Finance Department
frames rules which are necessury.to secure proper financial control in
consultation with the Audit Department, and the latter department has
to see that the rules are framed so as to sati<fy the requirements of
aundit and do not impair the efficiency of aydit. As régards accounts the
Auditor General determines the form in which officers rendering accounts
to the Indian Audit Department shall render such accounts and in 'which
the initial accounts, from which the accounts so rendered are compiled
or on Which they are based, shall be mainfained. As regards any -
other accounts that may be necessary, the Finance Department -
bas to make necessary -arrangements for maintaining suitable ac-
counts. In such matters it will no doubt find it desirable to obtain
the advice of the Audit Department. One branch of work in which
these duties of the Finance Department are of special importance is
“ Local Fands ” as these ave not tubject to the audit of the Indian
Audit Department and the loeal Government s responeible for making
its own arrangements for audit. As regards all accounts maintained
by depsrtments under alocal Government the Finance Depa:rtment is
responsible for satisfying itself that they are actually kept in accord-
ance with the prescribed rules.

1. In respect of item (4) of paragraph 77 above, the Finance
Department examines the proposals for delegations of powers to ensure
that such delegalions are necessary for the convenient .and efficient

- despateh of public business. After the ovders for delegations are sanc~
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tioned the Audit Officer has also to satisfy himself in all i portant
matters of delegation that they are not likely to impair seriously the
-efficiency of the conduct of public business. For instance, the principle
of anthorising 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. 1f such cases are
tnportant, the Accountant Geueral should make a suitable repre-
sentation to the Finance Department, and thus give the latter the
opportunity of reviewing or reconsidering the order as the case may be.

82. As to item (3) of paragraph 77, the Finance Department on
receipt of a report from the Audit Officer to the effect that expénditure
for which there is no sufficient sanction is being incurred, may require
the department concerned to take steps to obtain the necessary sanction
or to stop the unauthorised expenditure. Ae stated in Chapter 7, it
lays the Audit and Appropriation Reports before the Public Accounts
Committee bringing to its notive all unauthorised expenditure as well
as financial irregularities. :
83. The spirit which should animate audit was explained in pa.ra,-'lsp_irit u};lder-
graph 77 of the First Despateh on Reforms from which the following rzfzﬁozse

extract is given :— - between the
two Depart-

“The audit will not only see whether there is quoted authority ments.
for expenditure but will also investigate the necessity for
it. 1t will ask whether individual items weve in furtherance
of the scheme for which the budget provided ; whether the
rate and scale of expenditure were justified in the circum-
stances ; in fact, they will ask every question that might be
expected from an int-lligent taxpayer hbent on getting the
best value for his money. The audit officers will also devote
more of their time to looking into the manner in which- the
various executive officers are undertaking their more im-

a portant finaucial responsibilities.”

But as this ideal ocannot be obtfained without close co-ordination

between the  Audit office and the Finance Department, the Government

- of India in paragraph 75 of the same Despatch explained the desirability
of such co-ordination as under :— . .

“ Finally the Finance Department must be in intimate relations
with the audit. It will have to advise the auditor regard-
ing the scope -and intentions of schemes of expenditure,
having itself been apprised of these in its discussions with
the executive authority at the preliminary stages. 1t will
be eonsulted by the auditor about the detailed application of
financial principles and the interpretation of financial rules.
It will keep him informed about prices, local rates of labour,
and many other facts which are relevant fo his audit, but
of which he has no direct source of knowledge.”
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84. The Finance Department also looks to the Audit' Department
for assistance in the discharge of its own duties in preparing the budget
estimates and watching the progress of receipts and expenditure, and
the following statutory rules provide for such assistance being given by
the Audit Department :—

23, The Auditor Genera! shall supply, or shall arrange that
officers subordinate to him supply, any information required
by the Governor General in Council or by alocal Govern-
ment which can be derived from the accounts maintained in
the offices under his control.

24. The Auditor General shall arrange that such assistance as may
be required shall be rendered by the officers of the Indian
Audit Department to the Governor General in Council, the
local Governments "and other authorities in the preparation:
of their annual budget estimates.”

85, The foregoing paragraphs refer only to the relations between
the Audit Department and the Finance Department of a Governor’s
province, but similar principles apply generally in regard to the rela-
tions of that department with the Finance Department of the Govern-

“ment of India. :
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Chapter 9.

Allocation of expenditure to Capital and Revenue.

86. In paragraph 6 above, the importance is emphasised, in dealing Special
witn commercial accounts, of a correct allocation of expenditure to the *¢°00ts
Capital account. Some departments of Government, as for example, :::e:::?;fm
Railways, Irrigation, Posts and Telegraphs, are worked on a commercial commercial
basis, and capital accounts are maintained for such departments. They "tdertakings.

are termed in the Civil Account Code guasi-commercial departments.

87. Just as a merchant will not embark on any new venture until he Preliminary
is satisfied that it is going to pay him, so it is incumbent on the re~ 2Vvestigations.
sponsible officers of Government, before deciding on any scheme of
railway ¥ construction, to “ count the cost” and satisfy themselves that
the revenue to be derived from the working of the projected railway,
after meeting all expenses connected with its operation, maintenance
and upkeep, will repay the interest on the capital exp-nded on its
construction and equipment. '

Au essential prelimiinary to the construction of a new railway, then,
is an estimate of the cost of such construction and of the-probable gross
. revenue which will be realised. after construction. This information
enables the authority, who under the Audit Resolution has power fo
sanction the construction of a railway, to determine whether sanction
should be accorded to the construction or not.

88. The success of a commercial undertaking is determined by the Distinction
percentage of the net profits to the capital expenditure. It is essential B"t‘.'::l“
then to distinguish hetween expenditure which is debitable to Capital Revenuor” d
and Revenue accounts, respectively. Mr. Dicksee in his treatise on
Auditing draws this distinction as follows :—

« Shortly statéll, the question cen in any event be answered by
finding the answer to the following question: Has the particular
expenditure incurred in any individual case been incurred for the sake
of improving the earning capacity of the undertaking? If the
answer to §}¥s question is in the affirmative, then, and to that extent,
the expenditure in question is Capital expenditure. But if it has only
had the effect of putting the earning capacity of the undertaking
upon the same footing as that which had previously obtained (and
which has since declined by the ordinary process of wear and tear,
or the effluxion of time, in respect of which no provision has been
made) it must be charged against Revenue: The precise meaning
of this latter qualification is that the mere renewal of wasting assets,

& Nore,—For the sake of simplicity railway scbemes only are refecred to in this

desc;ipziun. It is equally applicable to a scheme for any other form of Government

undertuking on commereial lines,
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not otherwise providel for, cannot be ca’led Capital expenditure, but
that any extension, or thz acquiring of fresh assets, is in the nature of
Capital expenditure.” e

89. It is obvious, then, that the whole of the initial expenditure on
the construction of the railway- prior to its being opened for traffic must
be reckoned as Capital expenditure, but that the Capital expenditure
on 2 railway does not cease with the closing of the Project ¥stimate.
That estimate merely provides for the first construction and equipment
of the railway to meet the needs of traffic anticipatel at the time of
opening. As the traffic expands so the need for additional facilities
increases, and,-inasmuck as there is practically no limic to the expansion
of traffic on a railway, the Capital account of the railway is never

- actually closed, but is added to from time fo time in respect of exten- .

sions, enlargements, altérations, and substantial permanent improvements

" which add to the original value or durability of the property.

Rules of
nllocation in
India,

. 90. With effect from the date of opening of the railway a separate
set of Reveuue accounts has to be kept up in addition to the set of Capital
accounts previously maintained ; and in the preparation of estimates, the
allocation of bills, and the final record of expenditure in the accounts,
a clear distinction has to be drawn between expenditure of a Capital
nature, such as is referred to above,and the money spent on establish-
ments employed in earning revenue, or on the carrying out of repairs,
maintenance, restorations, renewals, and substitutions chargéable to the
Revenue account.

91. The first serious attempt to apply the general principles enun-
ciated in paragraph 88 above to the detailed facts dealt with in the
open lise accounts of Indian railways was made in Sir Chirles Wood’s
despatch of 1864, relevant portions of which are quoted below : —

(@) “ There can be no doubt that the expenses of an additional
length of rzilway, of the doubling of an existing line, of
the original construction of any work including that of
those intended to be only temporary, as well as of all
additions to existing works, ought to be charged to the
Capital account.” :

(8) “ When new lines form a junction with an existing railway,
the expense of the junction, and all its concomitant appli-
ances of stations,. sidings, signals, ete., is properly charge-
able to Capital account and the cost should be divided, in
such proportion as may be fair, between the two railways
for whose mutual and joint benefit the junction is made.”

{¢) “ The cost of additional stations and of any important build-.
ing, not previously contemplated which is added to an
existing station, should be charged to Capital account.”

() “ The cost of maintaining in a proper condition the works
when completed must be charged to the Revenue account,
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but if any extraordinary ecasualty should occur such
as the destruction of a bridge by flood, the case must be
regarded as exceptional, and the cost of construction or
replacement must be charged to Capital or Revenue, or
divided between them, as may be deemed proper, according
to the circumstances of the case.”

() ** In relaying rails, if the original rails have proved too light
and additional sirength in weight of iron or steel be re-
quired, the Capital account should bear the difference
between the cost of the new and improved rails and that
of replacing the old rails by rails of similar character,
Levenue being chargeable for relaying and all other ex-
penses. The same prin-iple should be applied to replacing
by iron sleepers those of wood originally laid down.”

{f) “In the locomotive stock, Capital vught to bear the first
--expense of any addition which may be made to the existing
stock and of any important improvement or alteratim
which inay be made in the same, as well as of machinery - -
which is absolutely new, and not merely in replacement
of old : but all repairs and less impor¢ant alterations of the
existing stdck of engines, carriages or wagons already
paid- for and banded over for working purposes should
be cbarged to Revenue. The rolling stock and plant, after
.being once paid for from Cayital must be kept by Revenue
*to its full complement.”

(g} In no case should the cost of ere appurtenances of stock,
- after the opening of a line, or of a charge such as the
substitution of one mode «f lighting for another, whether
in engines, carriages, stations, or signal Jamps, the cost of
which has already been paid for out of Capital, be admitted
as capital expenditure. These propeily belong to the

traffic Revenue account.”

The guiding principle right through, it will be observed, is that
Capital having unce paid for a work or s.rvice should vot .be charged
over again in 1espect: of the same work or service, so that the Capital
(or Block). account may represent at any time the actual value of the
railway and its equipment. 'I'his guiding principle is in accord with the
general rule, enunciated alove. 'There are, however, minor deviations.
1hus the cost of a work which has been-abandored and not replaced
isnot in practice written off to Revenue, but 1emains at debit of the -

- Capital account. Theoretically, in order to arrive at the present value
of the existing asset an.allowance would have to be made for deprecia-
tion, wear and tear, efc.; in actual practice, however, no such allow-
ance is made asa milway is always suppored to be maintained in a
state of efliciensy, but. in lien thereof, the entire cost of ‘a replaced
work is charged off to Revenue at the time of replace ment. :
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92. With these principles to guide him the Audit Officer should
find no difficulty in deciding to which head, Capital or Revenue, an
item of work is properly chargeable, if it is purely an addition to or
in substitution of an existing work. Cases, however, arise in which -
the work partakes of the nature of both substitution and addition or
substantial improvement, and these are not quite so easy to deal with.

. Rails, Take for example the case of substituting heavy rails for light
ones. Here itis clearly recognized that the obligation of Revenue would
be. met by providing rails of the same weight as those which have
been used up in the service of Revenue, and that Revenue is liable only
to such extent. But the extra cost of the new heavy rail'may be due
not only to the increased weight but alse to the increase in the price
of rails, and in that case Revenve is responsible for the extra cost due
to the increase in price on the weight of the original rail. Thusthe rule
i this case is that the charge to Capital based on differences in cost:
should never be greater than that arrived at on the basis of charging:
to Capital the proportion of the cost of the new rails attributable to
increased weight. ’

The charge to Capital, it will be observed, is always restricted to
the increased value of the maZerial asset, thesost of labour in relaying
being chargeable wholly to Revenue (ser clause (¢) of paragraph 91)
-on the principle that Capital, baving originally provided a finisked
article, it devolves on Revenue to pay the extra cost involved in taking-
np that article and putting a new, though improved, one in its place.

Girders. The same principle applies mufatis mutandis in the renewal of iron
or steel girders on bridges : where, however, the material used in the
renewal or substitution is of a different class from that employed in
the original construction, such; for example, as the substitution of iron
sleepers for wooden ones, or of a masonry bridge in place of a -girder
bridge, the basis of increased weight obviously cannot be applied and
the charge to Capital has to be based on difference in cost alone.

E:gg;"‘g 93. Formerly, charges to Capital for substantial improvements were
’ confined to permanent way; engineering works, etc., the practice in
regard to rolling stock having been to replace an engine by an engine
and a vehicle by a vehicle, regardless "of increased power on the one
hand or improved carrying capacity on the other. At the instance of
certain Railway Companies, under whose contracts the cost of sub-
stantial improvements wherever effected is a proper charge to Capital,
the practice was altered, and following the principle adopted in the case
of relaying with heavier rails, the charge to Capital is now measured
by the effective value of the improvement, based in the case of engices.
on increased tractive force, and in the case of coaching and goods
vehicles on increased floor area and carrying capacity respectively,
" subject always to the charge so arrived at not being greater than the
difference between the cost of the new article and the original cost of

the article it replaces.
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94. The excess cost of improved appurtenances such -as the substi- Tmproved
tution of automatic vacuum trakes for handbrakes, and of gas or ;EEL'::"'
electric light for oil lamps, is also now admitted as a separate charge )
to Capital. This it will be observed involves a departure from the
general principle enunciated in paragraph 88. A similar departure is
to be found in extract (d) from Sir Charles Wood’s despatch— see
paragraph 91, The exceptions in these cases are held to be justified
by the very large sums involved.

95. The principles stated in_paragraph 88 regarding allocation of f;:"l‘iccii’%‘;: o
expenditure between Capital and Revenue in commercial undertakings government

generally apply also to the commercial undertakings of Government.  commercial

96. The general principles applicable to Railways apply also to Posts undertukings.
and Telegraphs. Recently an Fnglish firm of chartered accountants
of very high repute was asked to advise the Government of India on
the system of accounts of this Department. They agreed generally.
with the principles stated in paragraph 91 regarding the allocation of
-charges between Capital and Revenue, but suggested (7) that the
<capital cost should be written off whenever there is an actual reduction
in the value of assets, e.g., when a work is abandoned or an asset is
-destroyed or injured by an extraordinary casualty or when an asset is
replaced by another of equal efficiency, but of less value, and (i) that
- Depreciation Fund should be maintained outside the Revenue account
and all expenses on renewals and replacements, which are not chargeable
to Capital, should be met from this Fund. These suggestions are
under consideration. ) -

97. Similarly in regard to projeets for Irrigation, Navigation, principles
Embankment and Drainage Works, the following rules are observed in spplicsble £o
deciding whether an jtem of expenditure should Le charged to Capital [riRation,
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 such sub-
sequeny additions and improvements as may be sanctioned
under rules by competent authority.

(8).,Revenue bears all charges for maintenance and working ex-
penses which embuace all expendituré for the working and
upkeep of the project, as also for such renewals, replace-

*" ‘ments, additions, improvements or extensions, which under
the rules in clauses (¢) and (#) below are chargeable to the
Revenue account.

(¢) In the case of renewals and replacements of existing works,
if the cost really represents an increase in the capital value
of the system ard exceeds the cost of the original -work by
Rs. 1,000, the cost of the new work should be divided
between Capital and Revenue the portion debited to the
latter accbunt teing the cost of the original work, which
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should Le estimated if the actual cost is not known, and the
balance charged to Capital. 1n other cases, the whole cost
of the new work should be charged to Revenu2. Thus a
renewal which does not represent a substantial improve-
ment of the original work, but which is in all material
essentials the same as the latter, although it may exceed
the cost of that work. by more than™ Rs. 1,000, should not
be charged to Capital but to the Revenue aceount.

(@) When the construction estimate of a project for which a
separate Capital account is kept, is -closed, the expenditure
on works of exfensions will be charged thus :—

(+) Estimates exceeding Rs. 1,000, for (1} works which are in
themselves directly remuncrative, such as new distribu-
taries, mills or works for increasing the canal discharge
and {2 works which are necessary for the full develop-.
ment of a project, but which are not in themselves
directly remunerative, shall be charged to the Capital
account. :

{(#¢) Estimates amounting to Rs. 1,000, or under shall be
charged to the Revenue account.

(s¢2) All estimates for works which are neither remunerative in
themselves nor considered necessary for the develop-
meut of the projeet shall be charged to the Revenue

account. .
Quasi-com- 98. The revenue expenditure of gquasi-commercial projects is
mercial pro-  generally met from the ordinary revenues of the country but the
Jects, capital expenditure is met mainly from the following sources :—

(@) Current surplus revenues or cash balanecs accruing from
Pprevious surpluses ;

(8) Any l()ialances available from Savings Bank or other Deposits,
an

(c) Sums borrowed in the open market,

Lz eal Governe 99. As to (¢) above, large powers have now been conferred on

ments’ powers O OVPrDOI’s provinces (o raise loans requived for their needs under the

of borrowing. Local Government (Borrowing) Rules given in Appendix 6 to the

- Audit Code. Local Governments can thus raise loans 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 that— '

(¢} the proposed expenditure is so large that it cannot reason-
ably be met from current revenue ; and
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{¢¢) if the project appears to the Governor General in Council
unlikely to yield a return of not less than such percentage
as he may from time fo time by order prescribe, arrange-
naents are made for the amortization of the debt ;

(6) to ‘meet any classes of expenditure on irrigation which have
under rules in force before the passing of the Act been met
from loan funds ;-

e) for the giving of relief and the establishment and maintenance
of relief works in times of famine or scareity ;

(d) for the financing of the provincial loans account ; and

(¢) for the repayment or consolidation of loans ra‘sed in accordance

with these rules or the repayment of advances made by the
Governor General in Council,
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Chapter 10.

General remarks on important audit rules.

100. It is impossible, even in the most detailed rules, to provide
instructions: which will meet every possible case and thus some rules
which Audit Officers have to apply have to be worded vaguely so as to
cover a wide area. This chapter is intended to explain the intention of
some of the most important audit rules. ‘ :

101. Thus, one important rule in the old Audit Resolution stated
that the sanction of the Secretary of State in Council is required tc any
expenditure exceeding Rs. 500 in any one case which is of an unusual
nature or devoted to objects outside the ordinary work of'administration or
to any expenditure likely to involve at a later date expenditure beyond the
powers of the Govérnment of India. This rule was worded vaguely
and its interpretation has given great trouble as it is not easy to decide
what is “ msual ” or belongs to the “ ordinary work of administration.”
As experience showed that the existing rule was unsatisfactory, it was
decided to replace it by a set of principles which have received the label
“ Canons of financial propriety *.

102. One of the most important responsibilities of the Audit Depart-
ment is to conduet audit with reference to the canons of the financial
propriety reproduced below :—

- (1) Every public officer should exercise the same vigilance in
respect of expenditure incurred from Government revenues
as a person of ordinary prudence would exercise in respect
of the expenditure of his own money.

(2) 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 on works which are not productive,
arrangements should he made for the amortization of the
debt.

(8) No authority should exercise its powers of sanctioning expendi-
ture to pass an order which will be directly or indirectly to
its own advantage.

(4) Governmeot revenues should not be utilised for the benefit of
a particular person or section. of the community unless—

(s) the amount of expenditure involved is insignificant, or

(%) a claim for the amount could be enforced in a court -of
law, or

(¢) the expenditure is in pursuance of a recognised policy or
custom.
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(3) No authority should sanction any expenditure which is likely

to involve at a Iater date expenditire beyond its own powers
of sanction.

(6) The amount of a.llowances; such as travelling allowances,
granted to meet expenditure of a ‘particular type, should be

so regulated that the allowances are not on the whole sources
of profit to the recipients. .

Before discussing the intention of these canuns in detail, it is desirable
to state why they do rot appear in the new Audit Resolutions. The
reasons are constitutional. The responsibility in respect of transferred
subjects now devolves on the local Governments, and the Secretary of
State did not consider it desirable to retain his control over such subjects
to ensure the cowpliance of the canons. He has therefore left that
duty in the hands of the new authorities, ¢.c., the legislature acting
through the Public Accounts Committee;*and inasmuch as he came to
that decision with regard to transferred subjects, he accepted the same
principle with regard fo reserved and central subjects also. The rule
does not, therefore, take the form of requiring the sanction of the
Secretary of State when any of these canons is infringed, and is not
therefore embodied in the Audit Resolutions,

103. When an apparent breach of one of these eanons is detected
it should be reported by the Audit Ufficer himself to the administrative .
authority concerned and, if the matter be serious, at the same time to
the local Government. 1f the correspondence confirms the Audit Officer
in the opinion that there has been a breach he will report it to the local
Government. The Finance Department, can require the Audit Depart-
ment to withdraw the objection on the promise that the matter will be
placed before the Public Accounts Committee. The Public Accounts
ommittee and the legislature make their recommendations and it then
rests with the Government to take them into consideration. The Audit
Officer should, however, see that the action taken by Government is
adequate and if he is of opinion that it is mnot, it is open to him to
comment thereon in the next Audit Report.

104. The canons may now bé dealt with in detail. The firsf canon
requires the' Audi® Officer to see that there is no extravagance. This
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 on.

The second canon deals with borrowing. This canon is quite new
as the local Governments had po powers of borrowing in the past.
It imposes a new duty on Audit Officers to see that borrowed money is
pot spent on objects - the expenditure on which is intended to be met
from current revenues, The rule refers to revenues allocated to local
Governments under the Devolution Rules and states that money bor-
rowed on the security of those revenues can only be spent on the objects
specified in the local Government (Borrowing) Rules, and, that if
expenditure met from such loans is on unproductive works, a sinking
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Tund 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 been borrowed there remains a surplus
balance it should be utilised on objects for which money can be borrowed
under the rules and not put back into the general balances of the pro-
vince. The Secretary of State in his Finanéial Despatch No. 8, dated
the 10th July 1922, has suggested that the rules regarding the creation
of a sinking fund for the amortization of loans utilised on unproductive
works should apply also to the Central Government.

The ¢kird canon was evolvid some years ago when a proposal came
up to the Government of India to grant the members of the Executive .
Council slightly improved rates of travelling allowance when they were
travelling in their special carriages. They proposed to sanction the
increased rates in pursuance of their general powers of “dealing with
travelling allowances but as a doubt was expressed as to the propriety
of according sanction in such a case a reference was made to the Auditor
General for a ruling as to wkether it would require the sanction of the
Secretary of State The Auditor General held that whatever might be
the position with regard to the travelling allowance generally, it was
certainly incorrect in principle for an authority to pass an order which
would be directly or indirectly to its own advantage. 'This is now
accepted as a fundamental principle. It is to be noted, however, that
if an order is of serfectly general application the order does not con-
stitute a breach of the canon if the particular authority that passes that
order is also benefited thereby. :

Cenon four emanated directly from an audit rule relating to unusual
experditure in the Main Audit Resolution. The point arose in connec-
tion with the polo grousds which were constructed at Delhi on the
occasion of the King-Emperor’s Durbar. No objection was vaised to
the initial expenditure, but when the Durbar was over it was proposed
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 polo thereon, the main-
tenance of the grounds should fall upon them and not upon Gevern-
ment.

Proviscs are, however, necessary to make the rule practicable and
exceptions have therefore been made for (¢) insignificant sums, (¢/)
claims which could be enforced in a Court of Law and (:i7) expenditure
which is in pursuance of a recognised policy or eustom.

The last proviso alone needs detailed explanation. Under British
rule, with regard to expenditure on behalf of particular sections and
communities numerous customs have been recogunised and. certain lines
of policy have been adopted. For instance, grants to hospitsls or
educational institutions or for the construction of public roads have
always been recognised as permissible. On the other hand, a grant for
- the construction of « Hindu temple or a Mubhammadan mosque is not

covered by any recognised policy or custom.. i
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Canon five is the same as Rule IIL (1) (¢) of the Main Audit
Resolution and was applied as an audit principle in the past. The
following is a good example of a case falling under this rule. A local
Government wished to create certain temporary appointments as an
experimental measure with a view to the constitution of small 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
introduction of the system permanently in that province. It was held
then that it would pfobably involve at a later date expenditure beyond
the powers of the Government of India and that the sanction of the

_ Secretary of State should therefore be obtained in the. first instance.

Canon siz is based on Article 995 of the Civil Service Regulations,
regarding travelling allowance and applies on the same principle to other
compensatory allowances. The local Governments of Governors’ pro-
vinces 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 there is no breach of this canon. Cases involving
insignificant loss should however be ignored.

105. The application of the first canon is perhaps the most import-
ant phase of audit work. Government expects disbursing and control-
ling officers to see that there is no extravagance in the expenditure of the
public money. - The controlling officers are thus responsible that the
expenditure is necessary and the rates are fair. It is the duty of the
Audit Officer to see that the officers of the Government properly dis-
charge their functions in this respect. He should devise means to bring
to notice all important cases which indicate want of attention to economi-
cal considerations. All important sanctions must be scrutinised intelli-
gently to see if the expenditure is necessary, and in doubtful cases the
papers leading to the sanction should be examined and the Finance
Department should also be consulted. ~As proposals for new expenditure
are also scrutinised by the Finance Department, it may sometimes
happen that, that Department will bring to the notice of the Audit Officer
"cases in which expenditure has been sanctioned which in the opinion of
the Finance Department is unnecessary or extravagant. Breaches of -
this canon should b2 reported only after .full consideration of all the
circumstances of the case.

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 time it is necessary that the Audit
Officer should not be wholly absolved from responsibility in this import-
ant branch of audit. 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 the 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, be
watched, but the institution from time to time of a comparative
examination of the rates paid by various officers in the same or neigh-

[} ) C
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bouring localities may indicat? cases in which tha rates bing abnormal,
further enquiry may be desirable. Cases involving considerable sums
should generally bz s2lscted. The assistants of the Finance Departmant

may be invoked in obtaining reliable schedulss of ratss and other
necessary information, '

106. The extravagance noticad should, in the first instance, be
brought to the noticz of thz controlling authority of the officer whose
expanditura has been called in question. That officer will investigate
the matter and will forward to the Audit Officer his opinion whether the
expenditure is extravagant or nof, with his reasons. The Audit Officer
will then bz in a position to determine whether there has been a breach
of canon or not. In all important cases, the Finance Department
should be consulted before making a formal report to Government.

107. The question of checking extravagance is of principal im-
portance in connection with those Audit offices which deal with the
accounts for Works, Stores and Workshop accounts and the results of
audit would be more valuable if mor: attention wera paid to this branch
of the work and less to the enormous volume of work arising from the
application in audit of the rules contained in the various codes concern-

ing amounts drawn by officers of Government in the shape of pay and
allowances. .

108. Another extremely important peint in the old Audit Resolution
was the statement that, in determining the authority competent to
sanction a work, a group of works which forms one project shall be
censidered as one work, and the necessity for obtaining the sanction of
a higher authority to a project is not avoided by reason of the fact
that the cost of each particular work in the project is within the powers
of sanction of the lower authority. Though it has not been considered
necessary to include this principle in the new Audit Resolutions, it is
still in force and has been issued as an Audit Instruction.

-109. It is very difficul to devise any general formula which will in
each case decide the question whether two or mora schemes or projects
must be considersd so connected 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 :—

(1) Can the expenditure on any local area or in respect of one set of
conditions be confined thereto or must it lead to further
outlay ? '

(2 TIs there a central idea underlying a scheme for one establish-
ment which it is intended to apply to other establishments?

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

(1) In dealing with specific cases, the initial presumption should be
in favour of a local Government’s contention that the parti-
cular scheme doe: not involve further expenditure which

~ [} -
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would require the sanction of higher authority, and the
Audit Officer should not{raverse this confention without
what he deems to be cogent evidence fo the contrary.

{(2) 1f an Audit Officer holds that although a schéme does not
require the Secretary of State’s sanction by reason of its
own magnitude, but ought to be submitted to bim because
it is likely to lead to a larger scheme, he is not entitled to
require that thz first scheme be held up until the details of
the larger scheme have been worked out. All he is entitled
to say is that the-first scheme requires the Secretary of
State’s previous sanction by reason of the fact that the
expenditure which it involves cannot really be kept within
the limit of the financial powers of the local Government,
but will lead later on to larger, perhaps much larger, outlay.

{8) Where a local Government has made provisional arrangements
pending* the introduction of a larger and more satisfactory
scheme, these arrangements must be dealt with by them-
selves. They are not a part of the larger scheme, but
merely a substitute therefor, .

110. Tn 1920, the Government of India made an amendment with
the approval of the Secretary of ftate in the Book of Financial Powers
to the effect that in order to determine whether 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 sanction is refused to that item.

111. 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 :—

{1) In connection with the Dacca Capital Project, the Secretary of
State,in April 1909, expressed himself to the following effect :—

“ The chief question which I am called uwpon to decide is. whether
the various buildings required for the establishment at Dacca of the
Head Quarters of the Province 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 on similar questions. There have been two occa-
sions on which the Secretary of State has been called upon to consider
whether separate and distinct {uildings required for the purpose of an
administrative improvement are to be regarded as forming a single
project. The action taken in the two cases was as follows :—

(a) In 1876, the Government of India proposed to spend Rs,
15,000 on improving the sanitation and water supply of
Simla, erecting quarters for officers and clerks and other
measures and this expenditure was sanctioned by the Secre-
tary of State. In the following year the Government of
India submitted a statement showing that in addition to the
items already sanctioned they contemplated the construe-

c 2
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tion of a new house for the Viceroy, that they had spent
Rs. 7,000 in acquiring a site, and that pending the comple-
tion of the designs and estimates they had ordered imyprove-
ments costing Rs. 10,000 in the house which His Excellency
then occupied. In his reply of the 7th June 1877, No. 29-
Public Works, the Marquess of Salisbury decided that these
expenses or any others which it might be proposed to incur
at Simla for the purpose of making it more suitable as a
Summer Residence 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, therefcre, be necessary before the proposed addi-
tional works were actually commenced that estimates for
their constructions should be sanctioned in the regular man-
ner 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
iln élis Despatch No. 3-Public Works, dated 12th February
1885.

(6) In 1907, as you are aware, I decided that various items of
expenditure in¢urred for the acquisition.of certain sites
and construction of buildings to provide additional accom~
modation for the Viceregal Establishments at Calcutta
must be regarded 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 T may observe that even if no precedents were avail-
able I should be of opinion on general grounds of reasonableness that
the work incladed in the building programme required for the estab-
lishment of a new Provincial Head Quarters must be regarded for the
purpose of Financial sanction as forming one project.”

(ii) The Secretary of State in his Railway Despatch No. 48 of 1913
accepted the proposal of the Government of India which may be
summarised thus “ The Railway Board proposes that interdeperdence
“ 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 ordinar-
“ily be adopted ...... . We would add that in emphasising the import-
“ance of the principle of interdependence as the test to be ordinarily
« applied we do not desire rigidly to fetter the discretion of audit author-
“ities .as there may be circumstances in which grouping may be held
“ necessary with reference to financial considerations even though the -
“test of interdependence is not clearly satisfied.”

Thus, at least in the case of Railway works, the interdependence .
of works has been regarded as the determining factor. It has there-
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fere to be considered in each case whether or not a particular work is
complete in itself for the purpose it is intended to serve, independently
of the construction of another work of the same or a different class,
whether in juxtaposition to it or separated from it by a distance.

(iii) In 1914, in connection with the transfer of the headquarters
of the Sibsagar District from Sibsagar to Jorhat and the consequent
expenditure on several new works in the new district headquarters, the
cost of which if grouped together would have exceeded the powers
of sanction of the Government: of India, the Auditor (General expressed

" his opinion as under :(—

«In this particular case, I do not think that mere coincidence of
time and space necessarily brings all works within one project. There
must be a link of purpose as well as of time and space.”

(iv) The Secretary of State decided that the following were -to be
considered as schemes for purpose of sanction :—

(1) Various improvements in the accommodation for the Viceroy’s
entourage at Calcutta carried ouf at the same time.

(2) Revisions of establishments for the offices of —
(> The Chief Engineer and Secretary.
(#9) The Examiner, Public Works Accounts.

(it) The Circle, Divisional and Sub-divisional Offices mecessi-_
tated by the creation of the new province of Eastein
Bengal and Assam.

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

(¢) The changes accepted by the local Government on the report
of a Committee to enquire into the methods of work, the
rates .of pay and -the adequacy of the subordinate estab-
lishments in all Government offices in the United. Provinces.

(#0) 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 Commission, when all those changes
had been carvied out and the actual cost could bestated.

(vi) The Royal Decentralization Commission in paragraph 132 of
their report stated © The question to be asked in such a case is whether
expenditure in one or two districts could stop there or whether it must
inevitably lead to outlay elsewhere. In the former case® the expenditure
immediately contemplated should be considered by itself, in the latter,
the financial result of its general application must be taken into
account.”
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112. So far, expenditure incurred at or about the same time has been
considered. But expenditure which will be incurred at a comparatively
distant date also has to be dealt with. I am of opinion that such ex-
penliture need not be included in the cost of a scheme, unless the object
of ine expenditure is a direct and inevitable consequence of the expendi-
tnre on those parts of the scheme which are to be undertaken at or about
the same time, which expenditure has to be included in- the cost of the
scheme for the purpose of sanction.

118. Inasmuch as the power of sanction depends upon the amount
of an estimate there must be sometimes a temptation to keep an estimate
within the powers of sanction of a subordinate authority 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 must be
included in the project estimate of alarge scheme. This rule may be
expressed thus :—“ A project estimate for a scheme should contain
estimates of all those subsidiary works which are essential 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 the 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.

Though it is difficult to formulate these rules in words 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 broad gauge line and stations every five miles and if
the money were available it would be more economical to bnild the line
on that scale at once. But if it be 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.

114. It is, of course, understood that, if any one item of a scheme
réquires the sanction of higher authority, that item should not be given
effect to before sanction to it is obtained. In determining whether any
other portion of the scheme may b2 put in hand prior to receipt of such
sanction, due regard must be paid to the provisions of canon 5,

-t i e
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Chapter 11.

- " The spirit of audit and of interpretation.

115. "There is another important class of orders which indicate the The, Spirit’ of
spirit in which the Andit Officer should carry out his duties. Under Audit.
Article 15 of the Audit Code the Accountant General is bound to
ascertain that rules or orders are obeyed. As a rule, trifling matters
which are of no consequencé to the finances of the State sheuld not be
given much attention (see Article 858 of the Audii Code). The pres-
cribed checks should be observed in spirit and not in the letter as
opposed to the spirit (see Arficle 134 of the Audit Code). To save
time and trouble over petty sums, petty objections should ordinarily be
waived as required in Article 156 of the Audit Code. It is of greater
importance to see that the general principle of legitimate finance are
borne in mind not only by disbursing officers but also by sanctioning
authorities and that audit is conducted so as not merely fo eriticise the
acts of several authorities but also to assist them, in protecting the
interests of the tax-payer, developing revenue and effecting economies
in expenditure wherever possible. The spirit which should animate
Andit was explained in paragraph 77 of the first despatch on Reforms
from which an extract is given in paragraph 83.

116. In this connection it will be interesting to indicate how the
present rule (Article 15 of the Audit Code) was evolved. The old rule
in the Civil Account Code, Volume [1, 7th Edition, was "Article 1635
which stated that an Accountant General isbound to ascertain that’
rules and orders are exactly obeyed in every instance and to-check every
departure from them, however apparently trifling. On the other hand,
in the Public Works Department Code, Vol. II, 7th Edition, para-
graph 1442, there was a rule that an Examiner, while careful to prevent
unnecessary expense and irregularity, should not be too precise in
trifling matters which are of no importance to the finances of the State,
“but which may be made very troublesome to those ‘who have to account
for them. It was felt thut the Public-Works rule was more suitable as
the Civil Account Code rule was unduly meticplous. This view had
been expressed thus :— '

¢ The question arises,  what is the true purpose of an audit establish-
ment ’? Some Audit Officers seem to think that they exist to apply as
fully and minutely as possible .certain rules laid down for: their
guidance. Such a view does not, however, envisage the fundamental
object of an audit Department, which is to save the tax-payer’s money
by seeing that expenditure is not irregulasly and wastefully incurred. .

* For such a purpose it is necessary, of course, that rules of proce-
dure should be laid down but, if these rules are to be regarded as ends
in themselves and not merely as means to an end, the inevitable ten-
dency is for Audit Officers to insist rigidly on relatively petty matters
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and thus to frustrate the real object of their existence. For it is clear
thatif a lot of time and trouble is taken up, and friction probably
engendered, over expenditure of a very trifling characterin regard to
which there has been only a very technical, as opposed %o a substantial,
irregularity, the State and therefore the tax-payers, are losers. 7That is,
it is better often to pass some not fully regularized expenditure .of
perhaps a few annas than to embark on lengthy controversy in respect

" thereto. Further, hnmnan capacity being what itis, it is certain that
undue insistence on petty or technical details gives the Audit Officers
less time to investigate really important cases in which their interven-
tion is deswable.” :

Accordingly the Secretary of State was approached and with his
approval the Audit Officers were authorised to waive petty objections to
the extent indicated in Article 989 (as introduced by the 2nd list of
correotions) of the Civil Account Code, Volume II, 7th Edition, so as
to save time and trouble over petty sums. This article bas, in its
amended form, been incorporated in clavses (1) to (3) of Article 156
of the Audit Code.

117. In the audit of sanctions to expenditure and in the scrutiny of
rules and orders the following guiding principles should be observed by
Audit Officers :—

(¢) If the sanctioning authority is granted full powers in respect
of a_ certain ciass of expenditure, a sanction accorded under
those powers can be challenged by Audit only under the canons
of financial propriety.

(é¢) If it is granted powers which may be exercised provided due
regard is paid to certain criteria which are expressed in a
general form, sanctions accorded under those powers can be
ehallenged by Audit— o

(1) if the disregard of the criteria is so serious as to make the
sanction perverse, or -
(2) if the facts of the case are such as to make the Audit
authority confident that one or more of the ecriteria have
been disregarded.
(#41) If it is granted powers which are expressed in precise terms, t}xe
Audit Officer is bound to ascertain that the order defining its
powers is exactly obeyed in every instance. :

The caeons of financial propriety have already been described in
chapter 10.

118. In the scrutiny of accounts and vouchers the following proce-
dure should be followed. The aotnal person performing the original
audit, who will be usually a clerk, must apply the rules strictly. It
cannot be expected that the clerks on comparatively low pay who per-
form the detailed audit will have the judgment or breadth of view
‘necessary to exercise the discretionary powers indicated above. But
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once the detailed audit has been strictly cacried out and every infraction
of rule brought to light, it will then be for the competent Audit Officer
to exercise the discretion vested in bim under the orders in Article 156
of the Audit Code and to determine the cases in which the objections
which might be raised under the strict letter of the law can be waived.

But if the objection is of such a nature that it cannot be waived
under the rule quoted above, it is then the duty of the Audit Officer to
press it quietly but firmly. The more important the objection the more
necessary it is to couch it in language which shall be courteous and
impersonal. In carrying this audit, the Audit Officer should remember
that exceptional cases may arise in which it is desirable to relax formali-
ties which they would follow strictly in ordinary cases. Thus in one
case on retirement an officer went to a far counfry 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 the bills to be made payable to a certain bank although he had
left a letter in which be had expressed the wish that the amount of his
bills should be paid over to that bank. In view of the special cir-
cumstances of the case it was held that endorsement on the bills them-
selves might have been dispensed with, aud that the value of the requi-
site Indian etamps 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. '

119, The Audit Officer must remember that his fundamental duty is Method of
to assist Government. He is entrusted with responsible but unpleasant interpretation
functions and he must remember that he does not assist  Government if °f orders:
he raises in the minds of other Government servants the feeling that he
is far more willing to apply strict audit rules than to assist in other
ways, Whenever, therefore, the Government invites his assistance he
shonld give it with the utwost willingness and to the best of his ability.

Whenever he has to inspect an office he should not only point out mis-
takes but also indicate how they may be rectified and in future avoided,
He must educate as well as investigate.

120. Considerable experience is necessary before an officer can be- Interpretation
come expert in interpreting the rules which he has to apply in Audit. of rules.
These.are found mainly in a number of codes whick have been framed
by tho crystalisation of departmental case-law over a long period of
years, With each new edition out-of-date orders are supposed to be
removed and important orders of permanent intereet, which have been
pas:ﬁd since the last edition, introduced, ephemeral orders being neg-
lected.

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
because it is felt that decision in audit matters should be based upon the-
actual words used in the codes.
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121. At the same time Audit Officers are enjoined to follow the
spirit rather than 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 difficalt matter and if Audit Officers tind that
when, as applied to a particular case, the wording of the rule in a code
does not 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
the same rule and some of these may not have the same intimate know-
- ledge as others of the intention of the authority, so that it is impertant.
that the letter of the rule should convey its spirit as clearly and as
accurately as possible.

122. Again, it sometimes happens that two rules seem to contradict
each other when applied to a particular case, and there is no indication
which rule should be applied. In that event if one rule is fundamental .
and the other is of less importance, then the fundamental rule should
prevail. Here again, however, for the reasons indicated above it may
he desirable to bring the apparent conflict to notice.

123. In the application of rules to concrete cases an Audit Officer
may find :— '

(1) That the application of the rule both in letter and in spirit is
clear. In such cases it is for him to give his decision.. If
there are special reasons which in any case render the deci-
‘gion iInequitable it is for the administrative authorities and
not for the Audit Officer to move in the matter.

(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 should give his decision and
sheuld suggest a revision of the code to remove the apparent
discrepancy between the spirit and the letter of a rule, or
between two conflicting rules.

(3) That there is a real difficulty in interpretation and that he can-
not decide how to apply the rules to that case. In that
event he should refer the matter to the Auditor General for
a decision. :

124. A young officer may enquire how he is to ascertain the inten-
tion of any rule otherwise than by a careful interpretation of the words.
Such intention can be ascertained authoritatively only by reference to
the discussions leading up to the framing of the rule, ¢ e., 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 atmosphere
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 records and shiwuld ve stered cavefully in the
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minds of Audit Officers; but it is necessary to warn them against an
uneasy desire tn look beyond the authorised codes when deciding each
and every 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 at which he ultimately arrives should be such as
he is prepared to justify on the regulations as they stand without appeal-
ing to external authority.

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.

125. 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
Officer has also before him the letter asking for the sanction. It will
then be easy to see -what information was before the sanctioning
authority when he conveyed the sanction and that knowledge is often
of the utmost use in determining the exact meaning of the sanction
conveyed. i

126. Another difficulty arises in the interpretation of orders from
the use of “ete.” in such orders, The authority to whom power is
conveyed by such an order may be anxious to interpret that order in
the widest possible sense. Such an interpretation, however, is not
permissible. Ete. in such a case means similar cases of a like nature.
It cannot be used fo eover ether instances of a different nature.
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Chapter 12.

: kelations between the old codes and the new rules framed under
- the Act. '

127. It must be understood in the first place that the Government
of India Aect did not originally contain any vecognition of the local
Government. The authorities that were recognised by the Statute were.
the Houses of Parliament, the Secretary of State, the Governor General
in Council and the Governor in Council. The main alteration that
has taken place in the Act 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 that authority must arise out of the statute itself. The -
old Civil Account Code, Public Works Department Code, Civil Service
Regulations, Forest Code and other codes had no statutory authority
whatever, and it has, therefore, been necessary to evolve rules which
would have this authority. The new sections added to the Act provide
for the issue of the several new rules that have come into existence.

128. The sections of the Act from which the new rules originate,
the nature of the new rules and the authorities which may sanction
these rules are indicated briefly below :— :

Section 19A enables rules to. be framed whereby the Secretary ;>f
State divests himself of all responsibility for transferred subjects.
These rules have heen issued by the Houses of Parliament.

The proviso to Section 21 gives the Secretary of State in Couneil
the authority in pursuance of which the Central Audit Resolution and
the Provincial (Reserved) Aydit Resolution have been issued.

Under Section 29A, an order in the Privy Council has been issued
containing the rules regulating the duties -and powers of the High
Commissioner for India. - :

Under Section 30 (Zs), the Local Govesrnment (Borrowing) Rules
were issued by the Houses of Parliamnent.

Under Sections 45A and 129A, have been issued the Devolution
Rules by the Houses of Parliament. From the Devolution Rules comes
three sets of rules. From Rule 16 we have the Treasury Orders
sanctioned by the Secretary of State in Council ; then under Rule 37(¢)
of the Devolutiou Rules will emauvate what may be called the Financial
Raules to be issued by the Finance Department of each local Government,
and Rule 46 of the Devolution Rules enables the Governor General in
Council to issue what are called the Agency Rules, inasmuch as the
relation between the Governor General in Council and the local Govern-
ment in its administration of a central subject will be that of Agent and
Principal, and the relative position of a Principal and an Agent
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necessarily carries with it the right of the Principal to issue orders to
the Agent as to the manuer in which the latter shall perform these
duties. I'he Governor General in Council has issued an order .that the
rales in the Civil Account Code regarding the procedure to be followed
(£) by Government servants in paying into treasuries orinto any
branch of the Imperial Bank of India, moneys not derived from sources
of provincial revenue, and by the treasuries or the Bank in receiving
stch moneys and granting receipts for them, and (i¢; by Government
servants 1 withdrawing funds from the public account for expenditure
upon central subjects, are to be regarded asrules issued under the
Treasury Orders. - :

The next section of the Statute is 80A under which the Scheduled
Taxes rules have been issued by the Houses of Parliament. Under
Section 96B (2} of the Act, the Classification, Discipline and Conduct
Rules as. well as. the Fundamental Rules have been issued by the
Secretary of State in Council. Under Rule 74 of the Fundamental
Rules the leave procedure rules have been issued by the Governor
General in Couneil, local Governments and the Auditor Feneral.

_ Under Section 96B (3) of the Act pensionrules will eventually be
issued by the Secretary of State in Council and this again will enable
the Governor General in Council, local Governments and the Auditor |
General to issue the pension procedure rules. -

Under Section 96D (1) of the Act; the Secretary of State in Council
has framed the Auditor General’s Rul Chapter IV of these rules
enables the Auditor General to issue “what may be called Audit
Instructions, Audit and Account Codes, and inasmuchas heis the
administrative head of the Indian Audit Department he can issue
administrative rules as well.

129, It is desirable to give at this point a brief account of the
manner in which the old codes have been or are being dealtin order to
indicate how the rules in these codes themselves, or In the new compi-
lations which are replacing them, emanate from the Act.

, The substantive rules contained in the Civil Service Regulations are

to be replaced by the Fundamental Rules which have already been
issued, and by the Pension Rules which have to be approved by the
Secretary of State. The procedure rules of the Civil Service Regu-
lations find a place in the leave procedure rules, or will find a place in
the pension procedure rules. Those rules in the Civil Service Regu-
lations which are in the nature of audit instructions have come into
the Audit Instructions which bave been issued under the Auditor
General’s Rules.

As regards the Civil Account Code, Volgmes I and II (eighth
edition) of that Code deal with maintenance of accounts and the
procedure to be followed, by officers dealing with treasuries and by
Treasury Officers. Some of the rules have come iuto the Treasury
Orders framed under Rule 16 of the Devolution Rules, some are rules of
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account which have to be issued by the Auditor General, and some will

find a place inthe subsidiary rules. which local Governments have ta.

issue under the Treasury Orders, while the rest are financial rales which

.:Il({)celml Governments have to.issue under Rule 87 (¢) of the” Devolation.
ules,

~ The old Volume IV (7th edition) of the Civil Azcount Code has now-
been replaced by the Audit Cude and the Account Code which have been
issuzd by the Auditor General. k

In regard to the-Public Works Departmant Code, the old Volumes~
of the Code {edition of 1908) have been split up and the administrative
code (Public Works Departmént Code, 10th edition) was issued some
time ago. The accounts rules have been separated and incorporated in
the new Codes issued by the Auditor ‘General, viz., the Pablic Works:
Account Code, Audit Cods and Account Code. Most of the rules in
the Publiz Works Account Code are accounts rules which can be issued.
by the Auditor General, some can be issued as. subsidiary rules under
the: Treasury Orders and others have to be issued as Financial Rules by
local Governments under Rule 37(¢) of the Devolution Rules. The-
rules in the Public Works Department Cods (10th edition) and the
Foresb Department Code consist of administrative rules, rules which.
may be issued as financial rules under Rule 37(¢) of the Devolution
Rules, and Delegations of expeénditure pawers and possibly als»
subsidiary rules which may be issued under the Treasury Orders. The-
_Civil Account Code, the Public Works Department Code and the . Forest
Department Code form such dhvenient compilations that there is little-
doubt that they will remain in this form although they contain rules.
emanating from so many different authorities. But as each local
Government will be able to issue its own rules separate codes for each.
province may gradually be compiled.

130. In the preceding paragraph it was stated that the :Audifor
General would issue “ Audit Instractions” wund2r Rule 9 of the-
Auditor General’s Rules. If the old and the new Audit Resolutions
are compared it will be found that some rales in the old have been
omitted from the new Resolutions though from a strict audit point of’
view the omitted rules continue to be necessary. To take an illustra-
tion, Note 3 under Rule I1II(2) of the Main Audit Resolution contained'
an order to the effect that cxcesses over scales might be admitted by
Audit Officers under certain circumstances. These orders were issued
with the 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 interpretations 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’ reference to the Secretary of State is necessary. It is:
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‘in accordance with this principle that Rule IV of the Main Audit
Resolution has been omitted from the new Resolutions. Further with
regard to transferred subjects the powers of local Governments and of
‘the Secretary 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 future under executive orders. To avoid all
difficulty, therefore, it has been decided that such orders which are of
-obvious necessity and which had been sanctioned under the old regime
:by the Secretary of State should be issued as “ Audit Instructions.”
‘Besides these orders, these instructions will also contain for the guidance -
-6f Audit Officers, interpretations of particular rules or orders in the
new.compilations which require elucidation.
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Chapter 13.

The structure of Audit Offices.

131, Government audit in India -is conducted in four classes of
offices, 7iz., the civil offices which audit Civil, Fublic Works and Forest
expenditure, and the Railway, Posts and Telegraphs and Military offices
which audit the expenditure of those departments respectively.

132. Military audit is conducted by the Military Accounts Depart- -

- ment, while officers of the Indian Audit and Accounts Service man the

Civil.

. Railway.

Civil, Railway and Posts and Telegraphs Audit offices. The Auditor

General is the final audit authority in India in the military as well as

in the other branches of audit work, but he has no administrative rela-

tionship with the Military Accounts Department, whereas he is the

head, under the administrative control of the Finance Department of .
the Government of India, of the Indian Audit Department.

133. As this manual is intended primarily for the use of the Indian
Audit Department it does not contain any details of the work done in
Military Account offices. '

134, The Civil Audit offices are 12 in number. There is ome in
each province, under Accountants General in Bengal, Bombay, Madras,
Punjak, United Provinces, Bihar and Orissa, Burma and in the Centyal
Provinces and under a Comptroller in Assam. There is also an Account~
ant General, Central Revenues, who audiis the expenditure of the
Central Government, of the minor administrations such as Ajmer-
Merwara, and of the treasuries under the Foreign Depaitment of the
Government of India. There is a separate Audit office for the audit of
expenditure of the Delhi Province which is in charge of the Deputy
Accountant General, Central Revenues, who audits also all bills of pay
and allowances of the offices of the Government of India, stationed .at.
Simla and Delhi. There is also an Audit office for the Indian Stores.
Department.

135. There are thirteén important railways in India. Ten of these
belong to the State, of which three are worked by the State itself and
seven by Companies. The other three belong to Companies who also
work small lines belonging to the State.* The audit work on the
railways worked by the State is conducted entirely by officers of Indian
Audit and Accounts Service. On the lines worked by Companies the
audit is carried out by the Companies’ officers, but the interests of the
State and of the Company do not always coincide, and so it is necessary
to have an officer of the Indian Audit and Accounts Service with a.
small office altached to each railway to check the audit in certain
respects, Thus there are three offices of Chief Auditors of State Rail-
ways, and ten offices of Government Examiners.

# The connection of Companies with Indian railways is described briefly in paragraph
270 to 272 below. '
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There are also two offices for dealing with construction work, wiz.,
Audit office, Khyber Railway Construction and Audit office, Delhi
(New Capital) Railway Works. There is also the Central Office of
the Accountant General for Railways.

'126. The audit offices under the Accountant General, Posts and
Telegrapbs, number six. There are four postal offices—at Caleutta,
Nagpur, Delhi, and Madras—and two telegraph offices at Caleutta, one
for ordinary audit and one to check the telegraph receipts, of which
however, only a small portion is checked.

: 137. The Accountant General for Railways is an original Audit

Officer, while the Accountant General, Posts and Telegraphs, is not.
The reason for this is that any order issued by the Railway Board
carries the authority of the Government of India. But the rules
determining which orders the Board can issue of their own motion, and
which only after consultation with other departments of the Govern-
ment of India, are very complicated, and the duty is imposed upon the
Accountant General of auditing the sanctions issued by the Railway
Board. No such duty is imposed upon the Accountant General, Posts
and Telegraphs. *

138. The Auditor General is the final audit authority in India, is
responsible for the efficiency of the audit of expenditure throughout
India, and has authority to frame rules in all matters pertaining to
audit. Inany case in .which an Audit Officer holds that the sanction of
the Secretary of State is requisite, the Government of India and
provincial Governments have the right of appeal to the Auditor General,
if they consider the views of the original Audit Officer to be incorrect.

He also checks the work of the Audit Officers througk inspections of
their offices carried out by his two civil Deputy Auditors General. The
primary duty of these officers is the inspection of each Civil and Posts
and Telegraphs Audit office, but they oceasionally inspect Railway
Audit offices to see that the general system of account and audit is
correct. The detailed inspection of Railway and Military. Audit offices
is entrusted to departmental inspecting officers. who are practically
Railway and Military Deputy Auditors General. There is also a
Deputy Auditor General for inspection of Military Accouni offices
working under the Auditor General who carries out a test check of all
work done in those offices. )

Inasmuch as the Auditor General is not an original Audit Officer he
has no direct means of knowing that the sanction of the Secretary of
State is asked for whenever necessary. All the sanctions accorded by
the Government of India are now audited under his supervision by the
Auditor of Government of India Sanctions. In the course of this
audit, it is seen in particular that the sanction of the Secretary of State
is obtained where necessary. Similarly Accountants General, while
auditing the sanctions of local Governments, seé that items requiring
Secretary of State’s sanction are not sanctioned by local Governments.
In auditing the expenditure, the Accountants General further see that

. the actnal expenditure does not exceed the sanctions of the Government
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of India or of local Governments to such an extent as to require
Secretary of State’s sanction. The Deputy Auditor General—Inspec-
tion, while inspecting an Audit office satisfies himself that the Audit
Officer has carried out this serutiny properly.

The Deputy Auditors General also see that audit is conducted with
reference to the canons of financial propriety and that the Audit Officers
devote more of their time in looking into the manner in which the
various executive officers are undertaking their more important financial
responsibilities.

139. In a Civil Audit office the actual audit work is carried on in
various sections. Bills payable at headquarters are ususlly audited
before payment : these, then, are dealt with usually in a separate Pre-
audit Department. Bills paid elsewhere are paid before audit, and come
from the treasuries into the Treasury Audit Department. There are
usually separate sections for the audit of certain classes of bills, such
as those of gazetted officers and of other officers whom the local Govern-
ment permit to be treated like gazetted officers; those relating to the .
Forest Department, pensions, deposits, military police and marine bills.
Such bills, after check with the correspondiny entries in the lists of,
payments, are sent to those sections for audit. All other bills are
audited. in the Treasury Audit Department. In most offices each
auditor in that department is responsible for the audit of all or of some
of the bills audited in tbat department coming from one or more
districts and for the compilation. of all the bills of those districts
whether audited by him or not. In Lahore, the experiment was tried
of having separate sections for the audit of pay bills of non-gazetted
staff, travelling allowance, and contingent bills and for classified
abstracts, but the experiment was unsuccessful and had to be abandoned.

After audit in the various sections the bills are sent to the T'reasury
Audit Department for entry in the Classified Abstract which is the first
step in the compilation of the accounts. This is unnecessary in Madras,
as the treasuries there submit their accounts in the form of the Clas-
sified Abstract.

140. The officers of the Public Works Department still pay all bills
for work done and submit monthly accounts to the Audit offices.
These are received and audited in the Works Audit sections and are
then passed on to the Compilation Department for incorporation in the
Detail Book.

141. In a Posts and Telegraph Audit Office, all bills and returns
are first received in the Postal Account or the Telegraph Audit section,
as the case may be, and are checked with the cash accounts to see that
the correct amounts (debits or credits) are entered in the latter. They
are then taken up for detailed aundit and record of audit, with the
exception of certain specified classes of bills such as those of gazetted
officers and works bills, which are sent for audit to special sections of
the Audit office. Similarly, Money Order and Savings Bank returns
(which correspond to the ‘ Bills and Deposits’ returns of the civil
treasuries) are transferred to the respective branches of the Audit office.
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A separate Pre-Audit section also exists, as in Civil Audit offices,
for the disposal of bills payable at head-quarters. ’

In postal audit, Classified Abstracts are prepared in the Audit office
from the accounts and schedules submitted by the post offices. In the
Telegraph Department, however, the accounts are received ready
classified in what is known as ¢ the Primary Abstract.’

142. The audit- of all expenditure on open lines of railways is Passage of
carried out before the expenditure is incurred. There are separate :‘%:g:::‘,‘gh
sections for different classes of expenditure and the bills on receipt in Audit oﬂi)ce,
the office are sent to the sections concerned for audit. After audit they
are entered into an abstract of bills passed- From this abstract the
entries are made in the Cash Book and the bills then made over to the
cashier for payment. From the Cash {Book the payments are carried
into the journal, and thence into the Capital and Revenue Ledgers, -
frora which the monthly accounts ave prepared.

Expenditure on lines under construction, bowever, is audited after
payment, and the accounts of such expenditure are compiled in the
divisions and sent into the railway account office for audit and for
incorporation into the accounts.

There is also a separate branch of the office for the audit of the
receipts. Here there are three main sections—Coaching, Goods and
Booking. The accounts on receipt are sent into the audit section
concerned, viz., Goods and Coaching, and then into the Booking section
where the accounts are finally compiled.
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‘Chapter 14.

Correspondence.

143. Correspondence bulks so Ia,rgely in the work of an account
office that a few hints on this subject may be not without value—

(1) The advice given in paragraph Il18 may be reiterated that

correspondence vegarding objections must be courteous and
impersonal.

{2) Reminders must be issued at regular intervals if answers

are not received in du3 course. This must not be treated,
bowever, 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 reminders
fail to elicit a reply, it may be presumed that there is some-
thing wrong in the office at fault. The head of thaf
office should then be addressed personally, and, if that action -
fails- to elicit a reply, the matbter should be reported
personally to that officer’s immediate official superior.

{8) In the same way, it is not sufficient merely. to enter in

successive statements of items placed under objection items
of Public Works expenditure which have fo 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 pre-
sumption that it is due to defective work in the office of
the Executive Engineer- the matter should be reported by

" special letter to the Superintending Engineer or to the local

Government.
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PART II

A summary of the methods of audit:

_ Chapter 15..
Introductory.

144. The bills received in Audit offices fall into the following
categories :—

(1) Those eoncerning payments to Government servants, e.g., for
Ppay, travelling allowances and pensions ;

(2) Those made to other outside persons or bodies—such as
_payments for contingencies, supplies and services, grants-
in-aid, or for work done.

Special branches of audit which will also have to be discussed briefly
are those relating to the check of railway and telegraph receipts,
workshop and store accounts and, in the Postal Audit offices, to money
order and savings bauks accounts.
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Chapter 16.

Remuneration of Gazetted Officers and of Establishment.

145. A pay bill is the deseriptive name given to the bill drawn for
pay-or leave salary of gazetted or non-gazetted Government servants.

The essential points in the audit of such bills are to check—

(@) the title of the officer to the remuneration drawn by -or
for him;

{8) in the case of officers whose remuneration is drawn for them,
that they receive such remuneration.

146. Bach gazetted officer is permitied to draw his pay wmonth by
month on a separate bill. Some non-gazetted officers (e.5., Tehsildars).
who belong to establishments fixed with reference to the requirements
of a whole province, are also allowed to draw their pay on 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)
issued to bim by the Audit Officer (vide the concluding portion of
paragraph 147). _

A gazetted officer is so called because the orders intimating any
change in his posting or status or the grant of leave fo himn are

‘contained in the Government Gazette.

147. The system of audit adopted for 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 ave allotted to each officer. The main features of this
register are two sets of cages, in one of which is entered the emolu-
ments which may be drawn by the officer as varied from time to time
by each order published in the Government Gazette or otherwise
communicated and in the other are recorded the amounts drawn by
him month by month. There are subsidiary cages for the record
of the— .

(1) Orders authorising each alteration of emoluments.

* (2) Particulars of the various posts held by the officer or of any
leave granted to him. )

(3) Explanations of (i) peculiar payments which would includ®
any payments not immediately identifiable by reference t®
the entry in the emoluments column and (i} brokel
periods for which emoluments are paid at different rates,

(4) Emoluments 'exempted from income tax.

(5) Particulars of objections raised.
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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 various audit rules have to be
applied carefully in determining the emoluments permissible in accord~
ance with the orders passed by Government. Every alteration of
emoluments, therefore, has to 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 cbarge of the treasury at which he
draws his pay, specifying the amount which he may draw in ,accordance
with that order of Government. Tbis intimation is called a pay slip.

148. Under the Fundamental Rules,"an increment on a time scale Increments
of pay can be drawn as a matter of course unless it is withheld by on time scales
special orders or an efficiency bar is reached. It has thetefore become * P*¥
unnecessary to notify the grant of ordinary. increments either in the
Gazetteor otherwise, It has also become possible to reduce the use of
pay slips to a minimum. The slip i3 now so worded that it remains in
force for a considerable time, ¢.g9.:—

Mr (designation)
is authorized to draw pay at the rate of R_
per mensem, with effect from ,and an
extra® ___ _ per mensem, with effect from
the _ of. ' every year (or
second year) in the absence of intimation to the contrary.

A fresh slip is issued on the following oceasions :—

(1) whenever any increment is stopped ;

(2) whenever an efficiency bar, or any other bar against the grant
of a particular'inerement, is removed ; and

(8) whenever there is a change of any kind of emoluments,
otherwise than by accrual of an increment in the ordinary
course.

149. The orders passed by Government have first to be checked by Scale
the Audit office in order to see that they are admissible. In some pro- register.
* vinees 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 each 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 whenever an
event occurs which takes an officer out of, or brings him into, the scales
as for instance death, retivement, dismissal, resignation and departure on
and veturn from foreign service, leave or deputation. Inthe case of
services in which the graded system has been. abolished, a simplified
scale register is used in which the tofal numbers of officers holding the
sanctioned posts is revised only on theoccasion of any change..
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Leave 150. For each gazetted officer a leave account is also kept in the

sccount. Audit office, showing the period during which the officer was on duty,
the leave earned by him, leave actually taken and the balance at his
credit. From the entries in the account it is possible to caleulate the
leave admissible to an officer.

History of 151. Finally a history of services is maintained for each gazetted
seryice. officer, in which is recorded his station, substantive appointments,
officiating appointments, involving a change of duties, dates of altera-
tions of appointments, grants of leave of all kinds, and absence without
leave or in’excess of -leave or joining time, Pension caleulations are
based on this record. .

Pay bills of 152. The form of the pay bill of establishment ‘is - different from
ment, that of gazetted otficers. It has columns in which are entered the
name of each section and of each incumbent of a post, the name of

each post in that section, and a column in which isrecorded, in separate

- entries, the substantive pay, additional pay for -officiating, special pay -

"~ and leave salary drawn by each inecumbent. There are subsidiary
columns for pay, ete., held over for future payments, fines, other fund

deduétions and income tax. The officer signing the bill has to record

certain certificates that pay previously drawn has been disbursed and

receipts taken, that any leave granted was admissible, that all appoint~

ments and promotions have been recorled in the service books and .

that an absentee statement accompanies the bill, or that no person in

superior service has been absent on deputation 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 each absentee, his

pay, the nature of absentee allowance permissible, the name, designa-

tion and pay of the officiating officer and the additional pay permissible

- for officiating.
Audit of pay 153. The system of audit of such bills is also different from that of
bills of Estabe ;

gazetted officers’ bills. The unit bere is not the officer but the section
of the office in which he is working. In the establishment register,
therefore, the main columns are— .
(1) Name-of the section and of the posts sanctioned therein.
(2) The pay of each post in the section, - :
(8) The order of Government prescribing any variation in the pay
of the section. :
(4) Monthly columns, in which are entered the amounts drawn for
that section month by month. :

lishment,~

This method of audit is called sectional, while the method of audit
applied to the bills of gazetted officers is called nominal. In reality it
is not strictly sectional inasmuch as the pay sgnctloned for each _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 section
and the total pay sanctioned. This variation from strict sectional audit
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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 that subordi-
nate 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 exter into an amount of detail which would
be out of place in a manual of this description. .

The audit of pay bills of establishments the normal cost of which is Audit of pay
less than Rs. 500 has recently been relaxed to 50 per cent; precautions }’i‘:ll"m‘fnfz:"”b"
being taken to ensure that the bills of no establishment escape detailed e scale

audit over a long period. rates of pay.

154. A time scale rate of pay has recently been sanctioned for most
establishments and this has necessitated modifications in the existing
procedure of audit. On the conversion of a graded service into one on
a time secale rate of puy it is of vital importance fo scrutinise the calcula-
tions of the initial rate of pay fixed for each Government servant, and
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 inspettions.
Where such inspections are not possible the service books should be
required to be sent to the Audit office for-the purpose of the necessary
check,

155. The following procedure has been laid down for the present, for
auditing the pay bills of establishment on time scale of pay :—

(a) Such establishments fall under two groups, viz.—(z) those for
which an establishment return is furnished annually by the Head of.
each office; and (¢¢) those for which no such return is farnished.

(8) In cases where no establishment return is received, the audit
will be by numbers only. If a sanctioned cadre contains its own leave
reserve, the number to be entered in the Audit Register will be the sum
of the number of Government servants drawing duty pay, and of those
drawing leave salary. If in a cadre, officiating arrangements in leave
vacaucies are permissible, the number drawing (/) substantive pay,
(¢%) leave salary and (ii7) officiating pay is noted separately in the
Audit Register, and the audit consists in seeing that (i) plus (i) is
within the sanctioned scale.

{¢) (I) In the case of establishments for which an annual estab-
lishment return is received, the audit will be by numkers as well as
against the permissible expenditure. The numbers to be entered in
the Andit Register will be :—

(f) when a cadre contains its own leave reserve—the sum of _the
numbers of gmen drawing duty pay (substantive or officiat-

ing) ; L
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" (¢4) if the cadre does not contain ifs own leave reserve—the sum
of the numbers of men .drawing duty pay and of those
drawing leave salary.

The audit check will be to see that this number does not exceed the
sanctioned scale. :

(2) For audit against the permissible expenditure, the first permis-
sible expenditure on the introduction of a time scale is ‘worked out on
the fly-leaf of the Audit Register from the statement showing the initial
pay fixed for each Government servant, and the date of hid next incre--
ment ; and for April of each year it will be checked with the annual
establishraent return. For this purpose, all men on duty temporarily
outside the cadre or on leave are counted as if on duty; the pay of
temporary men officiating in permanent vacancies is added, and for all
unfilled vacancies, is added the minimum pay of the post/ Corrections
are made in the permissible expenditure during the course of the year -
only in regard to permanent factors, e.g., increments, retirements and
deaths, and consequent new appointments and increases and decreases
of scale. These events are notified to the Audit office in Increment
Certificates, or in the remarks columu of the pay bill or in the sanctions
to scales, 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 is 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 Sfatement. It should then be seen that the total of the
amounts entered-in black ink (i.e., the total of the bill and savings)
plus the amount held over less the extra cost (as recorded in red ink)
does not exceed the permissible expenditure. :

(3) In auditing a bill it is first of all necessary to check all items
in the bill corresponding to the Absentee Statement, and at this stage
the admissibility of the leave salary and the officiating pay will come
under audit. The increment 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 something in the remarks
column. The extra cost- and savings to be entered in the Audit
Register are also worked out during this process of audit.

(4) Once a year a nominal test check for rates of pay only drawn
in one month is undertaken. Any errors found in this month’s biil
must be traced through the bills of the year or years concerned.

(5) The subsequent drawals of amounts held over for fufure pay-
ments, or refunded, are audited against notes previously recorded in
respect of such items in the Audit Register.

(4) As soon as it becomes possible fo introduce local. in§pections or
to post an officer of the Audit Department in each District \Treasury
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it will be possible to check the leave account of each Government
servant on the spot,

156, These are the main documents to which the Audit Officer has Summary of
to apply the rules as contained in the Fundamental Rules, and Supple- Fundsmental

mentary Rules issued in connection therewith, with regard to pay and
allowances, leave and leave salary. A brief summary of the more im-
portant rules is given below, .

157.  The fundamental basis of a Government servant’s emoluments
‘is the amount fixed as the pay of the post he holds substantively. The
term “pay * includes overseas pay, techmical pay, special pay and per-
sonal pay, and any other emoluments -which may be specially classed as
such by the Governor General in Council. Overseas pay is pay granted
to a Government servant for serving in a country other than the one of
his domicile. Technical pay is granted to those who have received
‘technical training in Europe.” 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 addition granted
to save a Government servant from loss of pay or on personal consider-
ations. -

158. A Government servant appointed to a post on a time scale of
pay will draw as initial pay (1) the pay of the stage in the time scale
next above his present substantive pay, if any, if he has not previously
officiated therein, or if his present substantive pay exceeds the pay he
drew when last officiating in that scale; or {2) the pay he drew when
last officiating in that scale if his present substantive pay is less than
that amount. He will count for increment the period during which he
drew the pay of a stage and will draw iucrements after counting ome
year in each stage.

v 159. A- Government servant holding- one post substantively and

officiating in another draws the pay  of the officiating appointment sub-
ject to the vondition that the officiating appointment involves the
assumption of duties or responsibilities . of greater importance or of a
different character.

A Government servant officiating in a post on a time scale of pay
draws as initial pay the stage of the time scale next above his substan-
tive pay, if any, provided thas if he has previously officiated in the post or
in a post in the same cadre on the same time scale, his initial pay will be
the same as he drew when last officiating and he will count all officiating
service in any stage of the time scale, whether continuous or not, for
increment in that stage. If his substantive pay is more than the pay
«calculated as above, he will get the former.

Rules and
Supplemen-
tary Rules.

Pay.

Time scale
pay.

Pay of offi-
ciating
Government
servants,

160. If a Govérnment servant is transferred to duty which there is Provisionally
Teason to believe will not terminate within 3 years, and retains no con- Pubstantive

nection with his substantive post, a local Government may suspend bis
lien on the post and fill it substantively reserving the right to reverse the

posts,
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arrangements thus made on the return of the Government servant in

question. .
Temporary 161. A person appointed to a temporary post will draw the pay of
post. the post.

Compensatory ~ 162. Compensatory allowance -is an allowance granted to meet

allowances.  personal expenditure necessitated by the special circumstances in which
duty is performed. Tt includes a travelling allowance. A local Govern-
ment may grant such allowances to any Government servant under its
control and may also make rules prescribing their amounts and the con-
ditions 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 State
in Council, nor does it include a sumptuary allowance.

Honoraris, 163. Unless in any case it be otherwise distinctly vrovided, the
whole time of a2 Government servant is at the disposal of the Govern-
ment which pays him, and he may be employed in any manner required-
by proper authority, without claim for additional remuneration, whether
the services required of him are such as would ordinarily he remuuerated,
from general revenues, irom a local fund or frém the revenues of an
Indian State.

164. A Government servant may be granted an honorarium from
general revenues, or permitted to receive an honorarium or a recurring or
non-recurring fee from a private person or body, or from a public body,
including a body administering a local fund, or from an Indian State,
or in return for work performed either within or outside the course of
his ordinary duties when the work is of such exceptional merit or of such
an arduous or peculiar nature as to justify a special reward. The
veasons for the grant of the honorarium or fee should be recorded by
the sanctioning authority. :

165. A local Government may make rules fixing the amounts which
may be sanctioned as honoraria or fees by the authorities subordinate to
it and specifying the conditions under which' they may be granted or

- accepted.

Nore,~This rule does not apply to the acceptance of honoraris or fees by medical
Officers in ecivil employ, which will be governed by such orders as the Secretary of State
in Council may issue in this behalf.

166. Leave rules under th: Fundamental Rules are divided inte two
classes—special leave rules and ordinary leave rules, The conditions
governing admission to the benefits of the special leave rules are laid
down in Fundamental Rules 75, 75-A, 75-B, and 75-C; all Govern-
ment servants not so admitted will be subject to the ordinary leave
rules.

Leave Rules. 167. There are two kinds of leave, »iz., leave on average pay, (f.e.,

on full average pay, half average pay or quarter average pay), and ex-
traordinay leave.
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168. Average pay is the average monthly pay earned during the
12 complete months immediately preceding the month in which the
event occurs which necessitates the calculation of average pay.

. 169. A leave account is maintained for each Governmeut servant
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 due to a Government servant is the balance at his credit in the

leave account.

170. The main features of the two kinds of rules are indicated in

the following tables :—

I.—Special Leave Rules.

‘Those who on enfry into
Government service come
under Fundamental Bules.

Those who prior to 1st
January 1922 were under
the rales in the Civil
Service Regulations and
who come under the
Fundamental Rules onor
after 1st January 1922,

(a) Leave credited to leave
account.

(2) Leave debited fo leave
account,

(c) Leave due.

(1) Maximum smount of
leave in terms of average
pay permissible during
whole service,

(2) Maximam amount of
leave on full average
pay permissible during
whole service.

50ds of period of duty.

(1) Privilege leave due om
the date of coming under
Fundamental Rules, plus

(2) 3th of the period

spent on duty or on pri-
vilege leave prior to that
date, plus

(38) #nds of the period
of duty subsequent to that
date.

(1) The actual period of leave on average pay.

(2) Half the period of Jeave on half or quarter average
pay or leave on leave salary equivalent to subsistence

grant,

[Furlough, leave on medical certificate or special Jeave
taken under old rules will count under (2)]. )

7ith of period of duty
plus 3 years,
veth of period of duty

plus one year.

Privilege leave due on the
date of coming under
Fundamental Rales plus
vrth  of poriod of/ duty
subsequent to that date
plus 8 years.

Privilege leave due on the

date of coming under
Fundamental Rules plus
itk of period of duty
subsequent to that date
Plus one year,
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I.—S8pecial Leave Rules—contd.

Thoee who prior to 1st
January 1922 were under
the rules in the Civil
Service Regulations and
who come ander the
Fundamental Rules on or

Those who on entry into
Government service come
under Fundamental
Rales.

after 1st Jannary 1922,
(8) Maximnm amount of | 8 months, 8 months.
leave on full average pay
permissible at any one -
time.
(4) Maximum period of con-| 28 months, 28 months.

tinuons absence on leave
otherwise than on medi-
cal certificate.

(d) Leave not due.

(i) On medical certificate, without limit.
(i¢) Otherwise thaw on medical certificate, 3 mouths at
one time and 6 months in all in terms of leave on

average pay.

II.—Ovrdinary Leave Rules.

(@) Leave credited to leave
account. o

(3) Leave debited fo leave
account. .

(c) Leave due.

{1) Maximum amount of
lesve, in terms of
average pay, permis-
sible during whole
service.

(2) Maximum amount of
leave on full average
pay permissible during
whole service,

(1) Privilege leave due on
the date of coming under
Fundamenta! Rules, plxs®

(2) y5th of period spent om
duty or on privilege leave
prior to that date, plus

(3) +iths of period of duty
subsequent to that date.

5;ths of period of duty.

(1) the actual period of leave on average pay.

(2) Half-the period of leave on half or quarter ave;-age pay.
[ Furlough and leave on medical certificate taken under
old rales will count under (2)].

tyth of poriod of duty plus | Privilege leave due on the

2% years. date of coming under
Fundawental Rules plus
1rth of period of daty
subsequent to that date
plus 2% years.

Privilege leave due on the
date of coming under
Fundamental Rules plus
Yrth of period of duty
subsequent to that date.

Tyth of period of duty.

Nore.—If the Government servant takes leave on medical certificate or
proceeds on leave out of India or Ceylon, the masimum limit may be
increased to the extent of one year more.
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I1.—Ordinary Leave Rules—contd.

Those who prior to 1st

. January 1922 were under
Those who on entry into the rules in the Civil
_— Government service come Service Regulations and
undes Fundamental who come under the
Rules. Fundamental Rules on or

after 1st January 1922.

(3) Maximum amount of | () yyth of period of duty : Privilege leave due on the
leave on full average| up to four months. i date of commng under
pay permissible at any Fundamental Raoles plus
one time. vrth of period of duty

subsequent to that date, up

to four months.

(i7) Leave to the extent dne but not cxceeding 8 wmonths,
if on leave on medical certificate or on leave out of
India or Ceylon.

(4) Maximom period of | 28 months. 28 months.
continuous absence on .
leave otherwise than '
on medical certificate. ' (§) On medical certificate, without limit.

Leave not due. ’

! (#7) Otherwise than on medical certificate, 3 ths at
one time, and 6 months in all, in terms of leave om
average pay.

171. In special circumstances and when no other leave is hy rule
admissible, extraordinary leave ‘may be granted. This leave is not
debited against the leave account and no leave salary is admissible
during snch leave. : :

172. Subject to the conditions specified in paragraph 170, leave
salary admissible is as below :— .

(@) During leave due.—Leave salary equal to average pay or to
bialf average pay, or to average pay during a portion
and half average pay during the remainder at the option
of the Government servant.

(8) During lease not due.—Leave salary equal to half average
pay.

(¢) After continuous absence for 28 months.~—Quarter average
pay subject to the maxima and minima specified in para-
graphs 173 and 174. A member of the Indian Civil
Service or a Military Commissioned Officer subject to’
these rules gets leave salary equal to subsistence grant

. after this period.

NoTz.—When a nou-gazetted Government servant takes leave, his pay at the time of
taking leave may be treated as his average pay if () his pay is less than Rs, 300, or
(#7) the leave taken does not exceed one month,
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173. I‘ixcept during the first four months of leave on average pay,
leave salary is subject to the following maxima :—

' . QUARTER
AVERAGE. HALP AVERAGE. AVERAGE.
Outside Ontside In Outside | In

I
Asia. Asia. Asia. Asia. Asia. | Asia.

£ Rs. £ Rs. £ Ra.

(1) Indian Civil Service and 222 1 2223 111 | 1111
Military Commissioned | .
officers subject to the

aee

special leave rules.

(2) Other Government servants 200 2,000 100 1,000 60 | 600
subject to the special leave
rales.

(8) Government servants sabject 150 { 1,500 (] 750 60| 600

to the ordinary leave rules.

174. Subject to the condition that-leave salary does not exceed
average pay, leave salary is subject to the following minima :—

HALF AVERAGE, QUARTER AVERAGE.
Oxidide | InAcia. | Opfside py gia
£ Rs. £ | Rs.
(1) Indian Civil Service and Mijlitary Com- 554 555
missioned, officers subject to the
special leave rules.
(2) Other Governmert servants subject to 33 833 164 166
special leave rales. .
(3) Government servants subject to the 25 250 12§ 125
ordinary leave rules.

175. Leave salary is payable in rapees if the Government servant
is residing in Asia and in sterling if residing out of Asia. Leave salary
“drawn in rupees must be drawn in India or, by a Government servant
residing in Ceylon, in Ceylon, Leave salary drawn in sterling must be
drawn in London, or, at the Government servant’s option, in any British
Dominion or Colony preseribed by the Secretary of State. Up to the
first four months of leave, leave salary may be drawn in rupees in India
though the Government servant may be residing out of India.
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176. The rupee maxima and minima referred to in paragraphs 173
and 174 are applicable to those Government servants only who reside
in Asia during their leave, and -the sterling maxima and minima to
those who reside elsewkere. '

177. The leave salaries of - Government * servants are debited
according to the following rules :— - o

1. When a Government servant had served only under one
_ Government before procecding off leave his leave-salary
will be debited to that Government. ‘

2. When a Government servant is transferred to service under a
Government other than- that "under which he was first
employed, the leave-salary drawn by him during any leave
taken after the date of transfer shall be charged to the
borrowing Government until the entire leave earned under
that Government has been exhausted.
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Chapter 17,

Travelling allowance.
178, The main points which have to be attended to in the sudit of

travelling allowance bills are :—

(1) that the journey. was actually performed ;

(2) that it was necessary ;

(3) that it was performed as expeditiously ‘as possible ;
(4) that no bill has been submitted for it before ;

(5) that the amount drawn is eorrect.

Point (5) involves a check of distances in those cases in which the
travelling allowance depends upon the distance travelled.

179. Now, it is evident that points (1) to (3) are much the more
important and that the Audit Ufficer at the capital of the province has
no opportunity of checking tbese points adequately. The duty of apply-
ing the checks, therefore, is imposed upon the controlling officer who is
either the Collector or a superior departmental officer.

The choosing of the controlling officer in respect of each office is a
matter of importance, and local Governments realise the necessity of
choosing as a controlling officer that responsible authority who is in the
best position to exercise a proper check under these three heads.

It is now an important function of the Audit Oflicer to see that the
scrutiny entrusted to controlling officers is exercised by them properly.
This can be earried out partly by local inspection and partly by detailed
scrutiny of the bills in the Audit office.  To check the manner in which
the bills are examined, all the bills that were passed, say, in the course
of six months, should be brought together and examined to see whether
they were scrutinised thoroughly or perfunctorily. A similar test check
is also desirable in respect of the claims of officers whose bills do not
require countersignature. The examination of bills for a continuous
period enables an opinion to be formed as to whether the journeys were
or were not made in the public interest. It will be interesting to quote
an instance exhibiting the result of one such test check of the travelling
allowance of an officer who countersigned his own bills. The journeys
that he had made during a period of 12 months were listed and reported
to the local Government, with the result that the officer was fined
Rs. 500, deprived of the privilege of countersigning his bills and warned
that a regurrence of such a misuse of his privileges would entail his
dismissal.

180. The duty of checking distances is now entrusted to the control-
ling offcers. Experience has proved that even if the Audit Officers
take the greatest pains, their check in this respect is often unsatisfac- .
tory, because it is impossible for them to know the actual distance of a
journey, say, between two small villages in a district many miles away
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from headquarters. The controlling executive officers are better able to
check such distances. Audit Officers, however, when checking the
manner in which controlling officers perform their duties—see paragraph
179 above —should apply test checks to satisfy themselves that the con-
trolling officers check distances.

The amount of railway fare and of steamer fare is checked in the
Audit office with the tibles of fares.

181. Demands for travelling allowance are submitted on bills which Bill forms
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 purpose of the journey, the date of the
jouraey, the routz by which it is paformed, the distance travelled
by road (whenever it is mnecessary to enter this - particular),
railway fare, steamer passage money, number of days halted, etec.
These bills are submitted in the first place to the controlling officer,
Some controlling officers supplement the entry in the column for the
“purpose of journey”’ by requiring diaries or journals to be submitted
by officers indicating what those officers have done during each tour.
The controlling officer, 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.

182. On rec:ipt in the Audit office the bill is audited either by the Aygit.
district auditor or in some cases in a separate section, e.g., in the special
section for auditing the claims of gazetted officers, Check No. 4
referred to in paragraph 178, s.e., to see that the bill is not drawn 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. Such a register
is maintained for non-gazetted Government servants only in such cases
in which the local Government requests that the travelling allowance
charges of any office should be audited against the separate appropriation
for travelling allowance of establishment. A test check should occasion-
ally be made to see that Heads of offices so scrutinise the establishment
bills as to guard against double claims for the same journey.

Only 50 per cent. of the travelling allowance bills of Government
servants of 3rd or 4th grade (vide paragraph 185) are audited in full
detail in each month—the selection being made by a Gazetted Officer.

183. Under the Reforms, local Governments have been given the
powers of making their own rules in respect of travelling allowance,
subject to the condition that the allowances are not on the whole a source
of profit to the recipient. This condition having been recognised as a
canon of financial propriety, the Audit Department is responsible for
watching that it is not infringed. The prineciples of this canon cannot,
however, be applied to individual journeys of various officers as the
expenszs vary so enormously in different areas of a provinc: and under
differant conditions in the same area that it is impossible to frame
formulm for determining the actual expenses incurred by each officer in
respect of each journey. Travelling usually necessitates the permanent

G 2
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upkeep of means of conveyanee for the officer and that for his baggage
as well, and in such a case it would be impossible to distribute over a
series of journeys this permanent expenditure. An  attempt should,
therefore, be made, fo 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 otficar has generally to incur on_his

-journeys as a whole.

184. The summary of the travelling allowance rules given in the
following paragraphs refers to the rules made by the Governor General
in Council, for application to the .Government servants whose pay is
debitable to Central revenues and who are not under the administrative
control of a Governor acting as an agent of the Governor General in
Council. It does not take the place of a detailed study of the rules but is
intended merely as an introduction to such a study. Local Governments
have powers to frame their own rules suited to the conditions of their
Pprovinee. C

185. For the purpose of calculating travelling allowance, Govern-

- ment servants 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 piy exceeds Rs, 200 and the third all Govern-
ment servants in superior service whose actual pay does not exceed
Rs. 200, and the 4th grade comprises persons in inferior service.
Government servants may, for special reasons, be included in a grade
higher or lower than that determined by the above criterion.

186. The main item of travelling allowance is the daily -allowance,
t.¢., 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 more than 10 days of a balt at one place. This res-
triction is based on the ground that expenses usually decrease as the
length of a halt increases, and ensures due expedition in a journey.
Certain officers are, however, allowed general or individual exemptions
from this restriction when the prolonged halts are necessary in the
interests of public service and entail extra expense. - . .

The scale of daily allowance and mileage admissible in regard to
Government servants to whom these rules apply has been fixed accord-
ing to the grade of the Government servant. When a Government
servant travels within the territories administered by a local Government
which bas fixed special rates of daily allowance or mileage for Govern-
ment servants under its administrative control he must draw the daily
allowance or mileage at the rates so fixed for his grade. :

An officer is allowed to draw mileage, however, instead of daily
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
cace the mileage is limited to the amount of daily allowance unless the
jowrney by road exceeds 20 miles. '
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When travelling by railway, an officer of any of the fivsi three Rail end
grades is alloweil for the jourmey, instead .of -the daily allowance, steswer fater,
12 the fare of the class in which he is entitled to travel according
to the grade into which he falls for ibe purpose of travelling allow-
ance. An officer travelling by steamer is similatly allowed instead
of daily allowance, 12 the fare of the class in which he is entitled to
accemmodation . accoraing to his giade. In cases where a steamar
company bas two rates of fare, one inclusive and the other exclusive
of diet, the allowance admissible is double the fare exclusive of diet.

An inferior servant ie 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.

A Government servant of any of the first three grades who wuses Rates when
‘a means of locomotion provided at the expense of Government, a G“i’f“’“‘*“t
local fund or an Indian State but who pays all the cost of its use or jrby ot
propulsion, draws the travelling allowance ordinarily admissible for locomotion,
the journey subject only io the deduction of such hire as may be
determined by rule. 1If the cost of ruch use or propulsion is not
pail by the Government servant le is allowed only the daily allow-
ance, If part of the jouriiey is made by other means of locomotion
he may exchange the daily allowance for the mileage admissible for
that part. If the Government servant bas to provide conveyance
for bie 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 eea or river steamer to exchange his daily ‘allowance for half
the mileage allowance ecaleulated for such journey and to draw in
addition the mileage allowance admissible for any part of the journey
made by other means of locomotion.

If a Government servant travels by a motor car supplied to him
at the expense of Government, he may draw :—

(v) if hetravels by the motur car wore than 20 miles in
one day, the mileage allowance of his grade for the first
20 miles, and three-fourths of that iate for the remainder
of the journey ;

(5) if be combines with a journey by tle motor car a road
journey by other conveyance, be 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 allswance ; -

(¢) if he combines with. a journey by road, wuether made
wholly or partly in the motor car, a joursey by railway
or steamer, he may draw mileage allowance for the
journey by railway oy steumer in addition to the allow-
ances admissible undet clauses (2) and {j above for the
journey by road. :
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Some officers have to do a considerable amount of travelling, and
in such cases permanent monthly allowances are granted in lieu of all
‘other travelling allowances for journeys within an officer’s circle of
duty. Such allowances are given all the year round whether the
officers are on tour or not. There is a tendency. for the extension of
this form of allowance as it simplifies clerical work. The substitution
of this allowance for all other allowances does not, however, relieve
the controlling officers from the responsibility for watehing that officers
serving under them undertake all the journeys that they are expected
to make. Here also the Audit Officers will have occasionally to
prly test checks to see that controlling officers are attending to this

uty. ’

Another modification of this form of travelling allowance is the
conveyance allowance granted to officers who have a large amount of
travelling at or within a short -distance from headquarters for which
fravelling allowance is ordinarily inadmissible. ‘

For journeys on transfer a Government servant may draw the
following allowances :—

I.—For journeys by rail or steamer.

Three times the fare of the class to which his grade entitles him
and in addition extra number of fares actually paid for such members
of his family who accompany him. He is allowed also the actual cost
of transporting (by goods train, steamer or other craft) his personal
effects up to the following maxima :—

Grade of Government servant. If tmvelling‘ alone, It h“‘;ﬂﬁ‘;_w.‘th
Mds. Mds.
First . . . . . . .‘ 40 60
Second . . . . . . . 26 30
Third . - . . . . . . 12 15

If the distance travelled exceeds 80 miles and the possession of a
conveyance is advantageous from the point of view of efficiency of the
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Government servant in the new post, the actual cost of transporting the

conveyances and horses by rail, steamer or other craft is allowed on the
following scale;— | ) :

Grade of Government servant. Scale allowed.
First . . . . B . { Two horses, and a carriage or motor car or motor
eycle.
Second . . . . -| One horse, and carriage or motor cycle.
Third . . B . . . | One horse or a motor cyc'e or ordinary cycle.

Nors.—In the case of a motor car, the cost of transporting a chauffeur or cleaner, and
for each horse the cost of transporting one syce and one grass-cuiter may be drawn,

IL—For journeys by road.

Double the mileage allowance for himself and one or two extra
mileages for his family according as the number of the members of the
family accompanying him is two or more. An allowance at certain

fixed mileage rates is also given to cover the cost of transporting the
personal effects.
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Chapter 18.

Pensions.

157. The essential points of the audit of pensions are to ensure :—
(a) that the retiring officer is entitled to the pension he claims;
(6) that a pensioner is entitled to the pension he draws.

Both these points are checked in the Audit office.

188. The title to the pension claimed is checked in the following
manner ;—.

Preliminary Shortly before a non-gzzetted Government servant is due fo retire

verification.  he must submit tn the authority, whose duty it would be to £ill up his .
appointment, bis 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 compariscn with the records in bis
office. The main source of comparison in the Audit office is the anpual
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 sanc-
tions recorded in the audit register. This preliminary verification is
made in order to facilitate the check of the formal appiication which
has to be made when an officer retires, so that there may be as little
delay as_ possible in granting the pension, and to ensure that no officer
inadvertently retires before he is entitled to a pensior.

It is unnecessary for a gazetted officer to submit any preliminary
statement for verification or any defailed list of his service with his
formal application inasinuch as full details are entered in the history of
services, for the preparation of which the Audit office is responsible.

1S9. The following are the main features of the rules relating to
pension.  For particulars regarding service qualifying for pension, the
amount of pension admissible, etc., the detailed rules may be referred

to:—
Service (a) The nain check in the Audit office is t> see that the service
qualifying for rendered qualified for pension, and for this the essentizl con-
pension , diiions are that the service must be under, and paid by,

Government and a Government servant must hold a perma-
nent post in that service substantively. It is open to a local
Government to rule when cr.ating a new post or establish-
ment that service in such a post or establishment shall not
be pensionable service.

(6) Qualifying service may be either ¢superior’ or ‘inferior.’
Subordinate service which may be classed as such by a local
Government, is inferior service. All other service is supe-
rior service.
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{¢) The following constitute an int2rruption of service: — Forfeiture of
service,

(1) Resignation of Government service otherwise than in circums-
tances qualifying the resigning Government servant for
a pension or gratuity.

(2) Removal from Government service for inefficiency not due
to age, for misconduct or for insolvency.

(3) Remoral from Government s2rvice for failure to pass a
preseribed examination.

(4) Absenee from duty otherwise than on authorised leave.

An interruption of service entails the forfeibure of all past service
unless the local Government in-any case otherwise direct.

(?) Government servants who have held certain spacial posts
which are taxmed lower grade posts or higher grade posts
and have shown such special energy and efficiency as to
deserve the concession are entitled to special additional
pensions at specified rates.

(e) Pensionable pay is calculated on the average pay earned by a
Government s2rvant during his last three years of service.

(/) Pensions are calculated to the nearesi. anna.

{g) For inferior service, the pensions admissible will be governed Iuferior
by rules framed by local Governments. Bervice,

190. Prior to the introduction of Reforms the pensionary charges
of Government servants of all civil departments were charged to the
accounts of the province in which such charges were disbursed, even
if the pensions bad been earned by service in other provinces or under
the Government of India. Under tbe Reforms, each province consti-
tates a separate Government, entirely responsible for its own finances
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 pension earned by service under the latter.
Pensions sanctioned before 1st April 1921 will, however, be treated as a
charge to the Government which had to hear it under the old rules,
t.e., 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 made in India. 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 follow-
ing rules, approved by the Secretary of State in Council :—

Densions sanctioned on or after 1st April 1921 :—

(@) Payments outside India :—

() 1f an officer has served under only one Government that
Government will bear the charge.
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(¢¢4 If he has served under more than one Government the
pension will be divided among the several Governments
in proportion to the langth of service under each.

{8) Poyments made tn India :—

(¢) 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
Government., Pensions drawn in provinces by servants
of the Central Government will be debited to Central
heads direct. :

(¢¢) If an officer has served under more than one Government
.(other than the Government of India) before retiring,
his pensions will be borne by the Government under
which he was serving at the date of retirement.

(¢ez) If an officer has served both under the Central Government
and under one or more other Governments before retiring,
the Central Government will be debited with & proportion-
ate 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 which he was serving prior to his transfer to the

P Government of India. '

(¢) Special addilional pensions, whether paid in India or outside
India—Special additional pensions will be treated- as separate itews
and distributed according to length of service between the different
Governments under which the servics by which the additional pension
was earned was rendered.

(d) Civil servants whko were placed on military duty durin;q the war
shall be deemed to have been serving under the Government of India for
the period of that duty. B

191. When an adjustment has to be made under these rules Letween
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 ac-

cordance with any special arrangement which may be councerted between
the Goveraments concerned.

192, No peosicn can be sanctioned (except in tue case of certain
classes of Police subordinates) until the Aadit otfice has stated that the
amount which it is contemplated to sanction is permissible under rale.
A copy of the order of sanction is then forwarded to the Audit Officer
who verified the service so that he may check whether the pension
granted is permissible. 'The Audit Officer then issues duplicate pension
payment orders, one to the pensioner himself and the otler to the
Treasury Officer in charge of the treasury at which the pensioner wishes
to take payment. The distribution of the pensionary charges under
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paragraph 190 is also made at the same time and the Audit Officer
takes steps to make the necessary adjustment of charges, between the
different Governments in the manner laid down in paragraph 191.

193. Pensions are paid at treasuries, and every payment has to be Method of
entered by the Treasury Officer on both copies of the pension payment pension
order. At the scame time he takes the receipt from the pensioner and }’S.Z;ie‘?:;ﬁon~
checks the identifying marks and the signature, or the thumb impres- of pensioner.
gion, with those recorded on the original order. Some pensioners are
permitted to draw pension 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 identification of .the person drawing the pension with the
person to whom the pension was granted is, of course, the essential
audit check and here again the Audit office has to rely upon another
authority fo: the due performance of the check.

194. The audit of pension payments in the Audit office is conducted Audit in
only in respect of a small percentage-—approximately one-sixth of the Audit office
vouchers, the selection of those to be checked being made by a Gazetted ;a;m’;nts‘
Officer. The pension vouchers of each treasury are thus audited for
some.2 morths in each year. This audit consists in seeing that the
amount paid is not greater than the amount sanctioned. One month’s
vouchers of each treasury are also audited in detail at the annual ins-
pection of treasuries. This local check conmsists not only of the com-
parison of the amount paid with the amount due but also of a general
review of the treasury records to see that they do mot indicate -any
d .ble payment of the pension for the same month.

<
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Chapter 19.
Contingent Expenditure.

195. Under. this heading civil accounts group a number of payments
of the most varying description. In fact under this category are
included all payments made by Civil officers to people not in Govern-
ment service, if they do not fall under the heads Deposits, Remittance
Transfer Receipts, or 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 Government or controlling authority, an officer is allowed to
draw money from the treasury for contingent expenses incurred on the
public service within the amount allotted to him in his budget estimates
or otherwise. For ordinary expenses previous sanction is not required.
it is for the local Government to define the nature and limit of
charges : —

{a) which may be incurred without previous sanction, and
(%) which require the previous sanction—

(¢) of any controlling officer,

(€2) of itself.

There 1is, however, one important proviso, ziz., that fixed allowances
for contingent expenses which are drawn regularly irrespective of the
actual expenditure incurred in any month are not subject to any of the
rules relating to contingent expenditure. '

The consequence is that a very large number of rules have had to be
promulgated by ihe Government of India and by the various local
Governments limiting the power of officers to incur contingent expendi-
ture. The former apply to the departments and administrations under
the control of the Government of India, and are contained in the Civil
Account Code or in other codes issued ander the authority of the
Government of India. The latter apply only to the departments of the
local Government concerned, and are contaived in their financial rules
which are embodied either in the local Government’s codes or in depart-
mental manuals. The important local rules which have not been embo-
died in any codes are usually brouzbt together in the manuals relating
to the work of the various sections of Audit offices.

196. The main check over contingent expenditure is performed by
the controlling authorities and at one time almost every item of contin-
gent expenditure had to be countersigned. But now in nearly all
provinces the following classes are to be found, viz.:—

(@) Contract contingencies; those in respect of which Government
Lave entered into a contract with disbursing officers that
" they shall be given a free hand provided they.do not exceed

the confract grant ;
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(6) Contingencies regulated by scales; expenditure on which may
be iucorred subject to .certain rates which have been
prescribed by Government ;

{¢) Special contingencies ; which require special sanction of saperior
authority ;

{d) Countersigned contingencies; expenditure on which has to be
accepted by superior authority, which acceptance is intima-
ted to the Audit office by the submission of separate detailed
countersigned bills under the procedure laid down in the
Civil Account Code.- :

{¢) Contingencies of heads of departments and other officers which
do not require countersignature.

197. This subject of contingent audif is a difficult one to deal with
because the classification of contingent expenditure varies considerably
in the different offices,

In some provinces probably as many items of contingent expenditure
as possible have been brought into classes (@) to (¢). In other provinces
it is possible that the mumber of items of contingent expenditure in
those three classes eould be increased with advantage.

198. Nearly all disbursing officers have permanent advances, that is,
a sum of money placed at their disposal to meet immediate needs. Such
permanent advances correspond to an ordinary person’s pocket-money.
As far as poseible all contingent expenditure is met from this permanent
advance and whenever the advance requires to be replenished the dis-
bursing officer has to submit bills to the treasury indicating the nature
of the expenditure which has depleted the advance.

199. Contingencies of classes (¢) to (¢} and {¢) referred to in para-
graph 196 can be drawn direct from treasuries on bills. The bills for
contract contingencies are not supported by any vouchers. The bills for
the other three classes are supported by vouchers for amounts in excess
of Rs. 25 each ; in respect of special contingencies the sanctions are also
quoted. 'The bills for expenditure on items falling under class (d) are
presented first of all in the form of an abstract at the treasury in order
to replenish the advance, and subsequently detailed bills with all the
vouchers ailtached are submitted to the countersigning authority for
countersignature and for submission to the Audit office with vouchers
exceeding Rs. 100. The Audit office holds all amounts drawn on
abstract bills under technical objection until all the vouchers and the
countersignature of the controlling authority have been received in
support of the expenditure. -

200. It is the duty of a countersigning officer to see that the charges

Permanent
advance,

Drawal of
money for
contingencies

L'ut.es of

drawn in & contingent bill are of obvious necessity, and are at. fair and contolling
reasonable rates; that previous sanction for any item requiring it is 8uthori and

attached ; that the requisite vouchers are all roceived and are in order,
and that the calculations are correct ; and speecially that the expenditure
has not exceeded, and is nof likely to exceed, the appropriation for the

of Audit
office,
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purpose. If expenditure be progressing too rapidly, he should com-
municate with the disbursing officer, and insist on its being checked.

201, It is important here to set forth the different duties of the
controlling authority and of the Audit office.

These authorities have to satisfy themselves as indicated below :—

Points of check. Controlling authority. Audit Officer.

(1) Vouchers . .| That he has roceived all | That he has received all above
above Rs. 25: that they | Rs. 100 and that they are
(specially those between | correct.

Rs. 25 and Rs. 100) are
correct.

(2) Necessity of expendi- | That it was necessary . .| That tbere is no breach of any
ture. canon of financial propriety. ’

(3) Rates . . .| That rates are fair and |That the rates are apparently not
reasonable, extravagant.¥®

(4) Progress of expendi- | That' expenditwre is mnot | That the flow of expenditure is

ture. liksly to exceed grant.or| nof too rapid. In casesinwhich
) appropriation, the local Government hes
reqnested that the espenditure
of any specified office should be
audited against the specified
appropriation for it, the Aundit
Cfficer has also to sece that the
expenditure has mnot actuslly
exceeded the sanctioned appro-
priation.

>

* If he has renson to suppose that rates are «xtravagant he should act as indicated in
paragraphs 105 and 106 above. ‘

As to the amount of work imposed upon cbntrolling authorities
under these rules the following quotation may be made from a letter by
an Accountant General: '

“In the ecase of departments, such as Jails, Police, and Medical, the contingent
expenditure includes very large sums under Supplies and Services for feeding of
prisoners and patients and the supply of rations, clothing, arms and accoutrements to
very many thoussuds of policemen, and the Leads of thesedepartm.ents have practical-
ly got subsidary Audit officer establishménts under them to enable them to exercise
a detailed control over this very large expenditure. Countersignature in the case of
these departments at any rate does imply a very large amourt of detailed check of
which the Audit office is thereby relieved.”

2P2. The work of the controlling officer is much more onerous than
that of the Audit Officer ; it is more difficunlt to decide whether expendi~
ture is necessary than whether it is unusual, and whether rates are rea-
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sonable than whether they are apparently extravagant. Atthe same time
the Audit Officer also bas to determine as far as possible whether the
controlling officer is doing his work adequately, and this is, perhaps,
his most important duty in respect of contingent expenditure.

203. The audit of smaller bills amounting to not more than Rs. 500 Importance
each has recently been relaxed to a percentage check varying from 25 of Contingent
to 75 according to the nature of the transactions The audit of contrict 2™
contingencies has been restricted to seeing that there is no breach of any
canon and that the progessive expenditure does not exceed the
contract grant. Audit in India would probably benefit if more
attention were paid to the scrutiny of contingent expenditure and less to
the minute examination of establishment and travelling allowance bills,

Gazetted Officers should devote particular care to their review of bills of
Rs. 3,000 or over and should also scrutinize some of the smaller bills,

204. Audit derives little assistance from elaborate registers in the Reglsters
check of these bills. Registers are used for two purposes : to check theused in
progressive expenditure against the appropriation; and to check oy Andit.
expenditure requiripg special sanction against the order of sanction.

The forms used for these purposes are too simple to require explanation.
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Chapter 20.

Expenditure on Works.

205. The extreme importance of this class of expenditure can be
gauged from the fact that the total espenditure in India in 1920-21
recorded under the major heads referringto Public W orks, Irrigation and
Railways amounted to over 68 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.

206, There are always more demands on the public purse than can
possibly be met, and therefore the advantages to be derived from com-
Pliance with each demand have to be weighed against the probable cost
in order to select those on which Government money can be used to the’
best advantage. Now, the direct cost of a new establishment can he
calculated accurately, its indirect cost with reasonable accuracy : and
the cost price of anything to be purchased as contingent expenditure

will be known within reasonable limits at the time the purchase is
sanctioned,

But a building for, say, a hospitil can be erected for one lakh, while
40 lakhs 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 Public Works Department Code, 10th edition, states in
paragraph 258 that it is a fundamental rule that no work shali be
commenced unless a properly detailed design and estimate have been
sanctioned,......Excepting in regard to petty works......and in cases of
real emergency to be immediately reported and explained to the authori-
ties comptent to accord administrative approval and technical sanction,
this injunction may not be infringed.”

That the Audit Department has much steady work before it to
enforee the observance of this rule is shown by the fact that in 1920-21
the amount placed under objection for non-observance of this rule in the
Buildings and Roads and Irrigation branches was over 162 por cent. of
the total works expenditure of the year in those branches.

207. A work has fo be designed so as best tofulfil its purpose.
TLus the design has usually to be prepared in eonsulttation with, ard
dnally to be approved by, the authorities 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
specified works at a stated sum to meet the administrative needs of the
department requiring the work, In other words, the administrative
sxperts have to say—this work meet our requirements, and we do not
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consider the cost, as shown in a prelimivary estimate accompanying the
design submitted for administrative sanction, will be extravagant.

Once tlis is obtained the detailed estimate is prepared which has to
receive the * technical sanction ’ of the Public Works Department.
1f, in working out the detsiled estimates or during the construction of
the work, it is fourd necessary to make any important deviation frum
the design to which administrative sanction has been obtained, such
sanction has also to be obtained to the deviation.

208. Even with the greatest thoughtfulness and accuracy it is not supplement-
always possible to foresee everything that will be required or to frame aryand
an estimate which will not be exceeded. Therefore.we have the rules :::i‘:;‘t“_
“Any development of a project tmought necessary while 2 workis in
progress, which is not fairly contingent on the proper execution of the
work as first sanctioned, must be covered by supplementary estimate,
accompanied by a full report of the circumstances which render it
pecessary.” {Public Works Department Code, paragraph 287.)

““ A revised estimate must be submitted when the sanctioned esti-
mate is likely fo be exceeded by more tban 5 per cent.”” (Public
Works Department Code, paragraph 288).

But the extra expenditure which has to be covered by a supplement-
ary or revised estimate is often incurred before sanction can be obtained
to these estimates. This nullifies the value of such estimates and,
therefore, we have the rule “Should any alteration of importance,
involving additional expense, be considered necessary, a revised ot
supplementary estimate should be submitted for sinction. In urgert
cases, where the delay thus caused weuld be inconvenient, an immediate
report of the cireumstances must be made to the superior nuthority
and dealt with as the case may require,” (Public' Works Department
Code, paragraph 264.) '

This rule was introduced at the instance of the Secretary of State,

who has devoted great attention to this question of excesses over esti-
mates, and its importance is manifest,

When excesses occur at such an advanced period in the construction
of a work as to render the submission of a revised estimate purposeless,
the excesses, if beyond the power of the Lxecutive Engineer-to pass,
are explained in a Completion Statement or Detailed Completion
Report referred to in the following paragraph.

209. Finally, a consolidated Completion Statement is prepared
monthly of completed works the actual expenditure on which is in
excess of the sanctioned estimate by an amount which an Executive
Engineer is empowered to pass. But in respect of completed works
on which the outlay has heen recorded by sub-heads, a8 Detailed Com-

pletion Report for individual works is prepared instead of a Completion
Statement, in the following cases :—

(1) when, if the work was sanctioned by higher authority, the total
estimate has been exceeded by more than 5 per cent., and
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(2) when, if the work was sanctioned by the Executiﬂe/ Eogineer,
the total estimate has been exceeded by an aAmount greater
than that which he is empowered to pass. -

The consolidated Completion Statement shows for each work the
estimated amount, the outlay and the excess. ' In cases in which the
Completion Statement is utilised instead of a revised estimate (vide
paragraph 208) the excess is set forth in sufficient detail to satisfy the
authority whose sanction is mnecessary. The Detailed Completion
Report gives a comparison and explanation of differences between the
quantity, rate and cost of the work executed and those entered in the
estimate, : ‘

The object of the ‘Complebion Statement or Detailed 'Completion
Report is to enable the superior authorities to scrutinise the excess and .
to sanction it where it is reasonable.

210. Works expenditure involves materials and labour. Materials
-may be supplied from stores or bought for the work, or provided by the
contractor. Store accounts are dealt with in paragraph 216 and in
Chapter 22 below. Work may be carried out by daily labour, by piece-
work (s.e.,, work paid for at a fixed rate) or by contract. The last
should be entered into in writing and should contain stipulations as to
the quantity of work to be done and the time within which it is to be
completed. Most contract work is carried out by petty contractors who
eannot waib for paywents on completion of work and are therefore paid
periodically according to work done up to date. Thus, whether work
is paid for by contract or at piece-rates, prompt measurement is essen-
tial, and of course, measurement of work done is the most essential check
in the audit of works expenditure. This check is conducted entirely by
the executive. It would be impossible for andit to take any part unless
they had a staff of measuresin every division in India to make the
original measurements, or a staff in each province to four throughout
it checking measurements. The sole check over these initial measure-
ments is eéxercised 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 experienced
Engineer enables bim in many cases to detect any very grossover-
measurements or overpayments on inspection and comparison with the
recorded expenditure on the work, '

211. But executive authorities do not always realise the extreme
importance of accurate measurement. There is always a rush of
expenditure in March, the last month of the financial year, and cases
have occurred in which payments have been made on measarement
reports submitted by subordinates whose journals, in which they record
work dene day.by day, indicate that, on the day on which the measure-
ments were alleged tv have been made, they were miles away from the
site of the work. - Such measurement reports can have little value, and,
if Audit detects such cases at inspections, prempt notice should be taken

of them
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212. Audit of Public Works expenditure falls under three heads:— Andit.

{a) audit in the central office ;
(%) audit by the Divisional Accountant in the divisional office ; and
{c) test-audit at the annual inspection of the divisional office.

213. The audit of worksexpenditure in the central office is con-
ducted mainly with reference to—

(1) the sufficiency of the authority for incurring the expenditure.

(2) the accuracy of the classification of the charges against the
works, persous, services and heads of accounts concerned.

(5) the reasonableness of the rates.
(4) the proof of payment to the correct individual.
(6) the canons of financial propriety.

(A) The first check consists in seeing that the expenditure on the
work is covered.by a sanctioned detailed estimate for the work as well
as an appropriation, 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 authorities. For this purpese the sanctioning
authorities communicate their sanctions to the Audit Office individually
or in a consolidated monthly statement. The sanctions are first checked
to see that they are in order and are then posted in an audit register..
The expenditure incurred on each work, month by month, is then
posted against the sanction when the monthly accounts are received
from the divicion and a comparison is made between the sanction and’
the expenditure. Expenditure not covered by sanctions and in excess
of sanctions is placed under objection until the necsesary sanction is-
accorded or the expenditure nnder-objection is otherwise regularised by
recovery, ete.

(B) The second check consists in seeing {1) that if the charge is
debitable to th2 personal account of a contractor, employé or other
individual, or is recoverable from him under any rule or order, it is.
recorded as such in a prescribed account so as to watch the recovery of
the amount due, (2) that the charge is classified to the proper heads of”
accounts, and (3) the expenditure is incurred in pursuance of the precise
objects for which the detailed estimate for the work was intended to-
provide. The last check cannot be properly exercised in the central
office as the detailed estimates which define the objects on which expen~
diture is to be incurred are not available there. Charges are therefore
examined generally to see that thare is apparently no misclassification
but the detailed check with estimates is left to the Divisional Account=
ant.

(C) The third check eonsists in seeing the reasonableness of the
rates. Sanctions to contract agreements accorded by officers higher
than the Divisional Officer are communicated by them to the
Accountant (feneral in such form s to enable that officer to audit the
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‘payments on the basis of ths rates sanctioned. Similar check against
the sanctions by the Divisional Officer is exercised by the Divisional
Accountant. Sanctioned rates are further scrutinised as a guard
against extravagance as esplained in paragraphs 105 and 106.

(D} The fourth check consists mainly in seeing that a properly
reccipted voucher is seat for every payment. The respensibility for
making payments to the person entitled to receive payment is left to
the paying officer as in the case of almost all payments not made by
the Audit office direct.

(E) The application of the canons of financial propriety has
already been explained in defail in Chapter 10

(I) Besides these checks each voucher fur payment on running
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 followiag
extent :—

(?) Final running accoun{ bills in yellow form......... cent. per
cent. )
(¢) Other voucher......... .....10 per cent.

As the arithmetical -calculations of the vouchers are checked
completely in the divisional office under the supervision of the Divisional
Accountant, a percentage check in the central office has been considered
to be sufficient, . '

214. A ftrained Divisional Accountant is posted by the Accountant
General to each divisional office to assist the Divisional Officer in the
discharge of his responsibilities in respect of the accounts of the division.
The. functions of the Divisional Accountant are three-fold :—

(f) as accountant, ¢.e., as the compiler of the accounts of the
division in accordance with the prescribed rules and from
the data furnished to him,

(¢¢) as primary auditor, i.e., as the representative of the Audit
Department, charged - with the Tesponsibility of applying
certain preliminary checks to the initial accounts, vouchers,
ete.,

(¢¢7) as financial assistant, ¢.e., as the general assistant and adviser
to the Divisional Officer in all matters relating to the
accounts and budget estimates, or to the operation of
financial rules generally.

The Divisional . Accountanf is' expected to see that the rules and
orders in force are observed in respect of all the transactions of the
division. If he considers that any transaction or order affecting receipts
or expenditure is such as would Dbe challenged by the Accountant
General if the primary audit entrusted 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
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orders of that officer. It will then be his duty to comply with the
orders of the Divisional Officer, but if he has been overruled and is not
satisfied with the decision he should at the same time make a brief note
of the case in the Register of Divisional Accountant’s Audit Objections,
and lay the register before the Divisional Officer, so that the latter may
bave an opportunity either of accepting the Divisional Accountant’s
advice on reconsideration and ordering action accordingly, or of record-
ing, for the information of the Accountant General, his rcasons for
disregarding that advice.

An objection recorded in this register is not cousidered ss finally
disposed of until it has been reviewed by the Accountant General.
The Divisional Accountant brings to the Divisional Officer’s notice all
instances in which subordinate officers exceed the financial limitations
on their powers placed by the Divisional Officer ox a higher authority.
Be may further be required by the Divisional Officer to undertake,
on his behalf, such other serutiny of the accounts of the reccipts
and disbursements of subordinate officers falling within the Divisional
Officer’s own powers of sanction, as the latter may consider necessary.

He is further expected to inspect the accounts records of subdivi-
sional offices s0 as to check a percentage of the initial accounts and
to bring the defects to the notice of the Divisional Officer. The results
of this inspection are placed on record for the inspection of the Ac-
countant General and the serious financial irregularities are reported
at once to the Audjt office.

As a primary auditor, the Divisional Accountant is responsible for
examining the accounts returns of Subdivisional Officers to ses :—

(¢) that théy have been received in a compllete state,

(#) that all sums receivable are duly realised and credited to the
proper heads of account,

(775) that the charges ara covered by sanctions and appropriation
and are supported by complete vouchers setting forth the
claims and the acknowledgments of the payees legally
entitled to receive the sums paid,

(¢z) that all vouchers and accounts are arithmetically correct,

(») that they are in all respects properly prepared in accordance
with rule,

(vf) that all charges are correctly eclassified, thoze which are
debitable fo the personal account of a contractor, employé
or ofher individual, or are recoverable from him under
any rule or order, being recorded as such in a preseribed
aecount, and

(#71) that on the basis of rates sanctioncd by competent autho-
rities and of facts (as to quantities of work done, supplies
made, ete., or services rendered) certified by responsible
officers, the claims admitted for payment are valid and
in order. It is not necessary that the Divisional Ac-
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‘countant should check personally the arithmetical ac-
curacy of all vouchers and accounts, bat he is responsible-
that a. cent. per cent. check is exercised efficiently under
his supervision. '

It is one of the functions of the Divisional Accountant to see
that expenditure which is within the competence of the Divisiona}
Officer to sanction or regularise, is not incurred, as a matter of
course, under the orders of subordinate disbursing officers without his.
knowledge. E

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. _— '

He checks the works expenditure with the estimates to ensure
that the charges incurred are in pursuance of the objects for which
the estimate was intended to provide. In the case of works estimated
to cost over Rs. 10,000 the expenditure is recorded by sub-heads {i.e.,
items of work such.as brickwork, et~.) and the Divisional Accountant
is responsible for checking the expenditure on each sub-head with the
estimated quantity of work to be done, the sanctioned rate, and the
total sanctioned cost so as to bring to notice all deviations from the
sanctioned estimate.

215. The primary objects of the inspection of a Divisional office
by an Audit Officer are (¢) fo apply a test audit to such accounts,
vouchers, etc., as are not audited in the Accountant General’s office
or as cannot be completely checked except at a local audit, (iz) to
see that the initial accounts from which the accounts vendered: by
Divisional Officers are compiled, or c¢cn which they ar: based, are
properly maintained in the prescribed forms, and (1i¢) to see that the
Divisional Accountant discharges his duties satisfactorily and is up
to the mark.

To attain these objects (5) the accounts of one month are test
audited with the initial accounts, and other account records kept in the
divisional oftice, detailed estimates and contract agreements, (i7) the
initial aceounts of cash and stock, the measurement books, muster rolls,
detailed accounts of works and other account records for the entire
period since the last inspection are inspected and examined generally,
(¢7; - the accounts of one or two selected works are examined in detail
from the commencement, and all transacticns are analysed, arnd if
necessary compared with the details of the sanctioned estimates, and
with contract agreements, weasurement books, accounts of stores,
vouchers and other relevant documents, (sv) the results of the Division-
al Accountant’s inspection of sub-divisional offices, objections recorded
in the Register of Divisional Accountant’s Audit Objections and gene-
rally. the results of Divisional Accountant’s serutiny as a primary
auditor are reviewed.

In some provinces the contractors’ ledger accounts, accounts of Tents
and of stock and tools and plart are not submitted to the Audit office.
In guch cases these accounts are also test checked at the inspection.
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The inspecting officer is expected not to confine himself to the audit
and inspection work referred to above. He is required o avzil himself
of this opportunity of assisting ths officers of the Public Works Depart-
ment with his advice in matters affecting the accounts or the financial
regularity of transactions. He can also find scope for making valuable
suygzestions to the Accountant General in the direction of economy of
the public money.

216. The Audit of Public Works stores, viz., stock, tools and plant Audit of
and road metal consists mainly in seeing :— swores.

i1) that the accounts of receipts of stores whether purchased or
otherwise acquired and of their issues and balances are
correctly maintained ;

(2) that the articles are periodically counted and otherwise exami-
ned to verify the accuracy of the quantity balances in the
books ; and

(3) that steps are taken to dispose of unserviceable and surplus
stores.

The detailed cheeck in respect of (1) is left to the Divisional
Accountant. The accounts of materials borne on stock are sorutinised
further to see:—

(1) that the balance in hand does not exceed the maximum limit
prescribed by Government and is not in excess of require-
ments for a reasonable period ;

(2) thai the materials are priced with reasonable accuracy, and the
ratzs are reviewed from fime to time and revised when
necessary ; and

(3) that the half-vearly balance of stock materials works up o
the. value balances as per accounts at reasonable rates which
should be within the market rates.

The Registers of Stock and of Tools and Plant are auditel locally
or in the Audit office, as the local Government may prescribe. In the
former case the detailed check is left to the Divisional Acrountant and
test checks are applied at the time of annual inspection. The serutiny
of the accounts of road metal is entrusted to the Divisional Accountant.

217. Besides the audit of expenditure the Audit Department is Auditof
responsible for auditing the receipts realised by Public Works Officers, receipts.
The main sources of such receipts are the rents of residential buildings.

In auditing these it has to be seen (1) that the standard rents are
correctly determined in accordance with rule 45 of the Fundamental
Rules, (2) that the reut recoverable irom each tenant is correctly cal-

" culated, and (3) that the rents due are realised.

In exercising the first of these checks the Audit Officer checks the
capital cost and sees that the allowance for maintenance and repairs is
according to the scale fixed by the local Government and is reasonable.
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In regard to the seeond check it has to be seen that t'.e rent assessed is
either the standard rent or 10 per cent. of the occupant’s emoluments,
whichever is less . In cases in which the 10 per cent. limit has the
effect of lowering the rent of 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.

In seme provinces the accounts of rents are not submitted to the
Audit office. In such cases the second and third checks are left to th:
Divisional Accountant, and a test check is exercised at the time of the
annual inspection of the division. The first check is invariably conduc-
ted in the Audit office.
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Chapter 21.
Audit of Railway Receipts and Expenditure.

218. Under the Reforms Scheme, with the exception of some light
and feeder railways and extra municipal tramways (item 6 (@) of part IT
of schedule I to Devolution Rules) railways in India as a whole are a
Central subject and those in which Government is financially interested
may be broadly divided into three classes :—

{a) Railways owned and worked by Government.

(6) Railways owned by Government but worked by companies to
whem they have been leased.

{¢) Railways owned and worked by private bodies under agreement
with the Government of India.

219. All receipts and expenditure of railways shown under classes
(a) and (&) form part of the revenues and expenditure of the Govern-
ment of India, and are subject to the same financial and audit control as
other revenues and expenditure of the central Government.

220, The audit of receipts and expenditure of railways owned and
worked by Government is performed by officers of the Indian Audit and
Accounts Service. In the case of the railways owned by Government
but worked by companies, though the audit is governed by the same
rules and regulations, the primary responsibility for the audit of the
receipts and expenditure rests with the Audit Officers of the companies,
and a supervising audit is performed by officers of the Indisn Audit and
Acccunts Service on behalf f the Auditor General to the extent
described in paragraphs 273 —276.

A.— Ezpenditure on Construction of new rarlways.

221. All proposals for expenditure on the construction of new
railways are submitted for the sanction of competent authority supported
by detailed estimates, and ordinarily sanction is not accorded till such
estimate is received and considered.

222, The construction estimate for a ncw railway, after it has received Audit against
the sanction of Government, becomes the authority of the Audit Officer Z:t“i:;::“""
to pass expenditure 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 administrative
officer in charge of the work, the fact that the provision under any head
or sub-head is being or is likely to be exceeded imniediately this becomes
apparent. For this purpose he keeps a register in which is recorded
from month to month the expenditure actually incurred against the
sinctioned provision under each head and sub-head.

223. The Engineer-in-Chief has pewer, subject to certain limitations,
to transfer anticipated savings under certain heads to meet probable
excesses under others. If any excesses occur which cannot be regularised
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by the Engineer-in-Chief, or if the Engineer-in-Chief is saticfied that
there is reasonable - probability of such excesses occurring, a reference
must immediately be made to the Railway Board, accompanied if
necessary by a revised estimate, with a full explanation of the causes
which have led to the excess.

224. It is important that this should be done as promptly as
possible, as the excess may require the sanction of the Secretary 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
sanction being anticipated, a course 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. :

Audit agsinst 225. In addition to the control exercised over the total construction

Budget grant. o3 penditure on a railway by means of the coustruction estimate, there is
the further control to be exercised over the expenditure in any year with
reference to the budget grant for the year. As in the case of central ™
expenditure generally, section 67A of the Government of India Act
which provides for control by the Indian Legislature over such expendi--

- ture applies. A grant for the year for capital expenditure on all rail-

ways is allotted to the Railway Board which distributes it among the
several Railway Administrations.

Dfiﬂt"ib‘éﬁon 226. The total grant for construction expenditure on a railway
oy is divided into two parts—
]Iﬁ:dgil:nd and {a) the grant for expenditure in India;

(6) the grant for expenditure in England.

The latter grant is hypothecated to meet the expenditure to be
incurred in England by the Secretary of State, the High Commissioner
for India, or the Home Boards of Indian Railway Comphnies, on
the purcbase of steres, for which indents have previously been sent
forward, or are likely to be sent forward during the year. It is
necessary to control strictly transfers between the English and the
Indian grants because of the effect such transfers have on the cash
balances available in England and in India.  Consequently transfers
between thése grants canvot be made without reforence to the
Government of India, or, if they exceed a certain figure, to the
Secretary of State. U :

Over Certi- 227. In the past there were serious lapses on the grants for total
fication. Capital expenditure on failways, mainly due to the difficulty experienced
in obtaining -thé full amcunt of the stores ordered from England
within the period for which the funds have been provided. That
period is, of course, the financial year at the close of which all
grants lapse. 'With a view to obviating this difficulty the Secretary
of State has approved a system of “Cver-Certification” of funds
under which indents for stores may be sent forward up to a certain
money limit, to be approved by him every year, in excess of the sanctioned
English grant for the year, on the assumption that a proportion
of the total indents sent forward will not be complied with during the
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year. The amount of such uncomplied-with indents is thrown forward
to the following year and so becomes a first liability against the
.grant for that year.

228. As a further means of ensuring that the grant of a year
is fully spent, the Railway Board is empowered fo authorise the
transmission two years ahead of indents for rolling stock, girders, and
-other stores which owing to their nature cannot be obtained from
manufacturers for some considerable time after the orders have been
Placed ; provided that the total amount of such advance indents
does not exceed £5 millions in any one year.

229. There are two main objects in the close watch over expenditure °
againet grant under the Capital account, namely to ensure on the
one hand that the total grant for all railways shall not be exceeded, and
on the other to minimise the lapses on the grants of all' the railways
combined.

230. The Audit Officer accordingly should see that the grant
allotted to the railway is not exceeded and should assist 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 possibility of an
excess over the sanctioned grant, or that portion of it entrusted for
expenditure to ihe Head of the Department concerned. He should also
bring to the notice of the administration the likelihood of any portion of
the grant not being spent during the year, in order that the amount
no longer required may be definitely surrendered to Government to
be placed at the disposal of some other railway which is in urgent
need of additional funds.

231. The means by which this object will be attained are a frequent
and critical examination of—

(a) The results brought out in the monthly statement known
as Form D, which indicates as accurately as possible the
progressive expenditure to date and the probable require-
ments. '

(8) The progress of expenditure in England against, indents sent
forward for compliance.

The responsibility for keeping the expenditure within the grant
rests, however, with the authority administering the grant and not
with the Audit Department. !

232. The expenditure brought to account by a Divisional -Officer ﬁﬂd;:d‘;furé
of a railway under construction is audited on lines which approximate e onabrace
‘very closely to those which have been indicated in Chapter 20 above tion division.
in respect of expenditure brought to account in an ordinary Public

‘Works division.

B.—A4u?it of expenditure on open lines.

233. As iu thecase of lines under construction, before any payment
<an be made, the work in respéct*of which the claim is put forward
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must have beem sanctioned by cowmpetent autbority, and funds must
exist in the budgel estimates of the year to cover the charge.

234. Expenditure on new works and improvements on open lines
chargeable to capital is incurred against the econstruction estimates of
works the cost of which amounts to Rs. 18 lakhs and over in each caze
and against ordinary detailed estimates for works costing less than
Rs. 1+ lakbs each. A lumnp sum budget grant divided into grant for
expenditure in India and grant for expenditure in England is allotted
to cach Railway Administration to meet the capital expenditure during
the financial year on all the works, and appropriation audit is performed
in accordance with the principles described in paragraphs 229-221.

235. As regards ordinary revenu: expenditure, from the total sum
voted by the Legislative Assembly for expenditure on all the railways
during the financial year, a budget grant is allotted by the Railway
Board to each Railway Administration to cover outlay of all description .
during the year against which the Agent is comp tent to authorise ail
outlay - subject to the condition that specific sanction of competent
authority wmust be separately obtained to items of expenditure on
establishmens or on works where under rules such sanctions are necessary.
The fact of a charge which requires a special sanction having been
included and passed in a budget is no authority for its payment.

236. The main cause of difference between the system of accounting
for expenditure on open lines of railway and for all other forms of
Public Works expenditure is that departmental officers have no concern
with actual payment, which is doue in the Audit office after pre-audit
of the bills. 'Thus the duties of departmental officers 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 bills are punctually submitted to the
Chief Auditor for audit and payment. o

237. The bills receivel 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 audit in much the same manner as such bills received from other
departments are audited.

%88, There is a modified form of audit of railway establishment
bills, but the difference is not sufficiently important to warrant detailed
explanaticn.

239, Befure submission to audit, the bills, so far as they relate to
Revenue charges, are posted into departmental allocation registers ;
and sy far as they relate to Capital expenditure, into the detailed works
registers maintained in district engineering offices. The object of
these registers is to keep Heads of Departments informed of the
progress of expenditure against the estimates and grants, and they are
required to be sent to Audit once :month for reconciliation with the
eorresponding allocation and works registers maintained in the Audit
wtice, which are posted from the audited bills.
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240. Wrkshop expenditure is recorded un-er suspense heads of the Workshop
Capital account which is relieved only when actual issues ave made to sxpenditure.
Capital and Revenue works and services. The primary business of the
workshops is to wanufacture articles for the Locomotive, Carriage and
Wagon and other departments of the Railway. No Profit and Loss
account is kept, but the actual expenditure on manufacture. so far as
this can be gauged, is transferred to the accounts of the consuming
department concerned. Here the - essential functions of audit are to
ensure the correct calculation of the cost of each job, so far as this is
possible without undue expznse, and to watch the recovery of this cost
from the department or person for whom the work is done.

241. Provision for expenditure on workshop labour is made in the
apnual budget and it is the duty of Audit to see that the expenditure
is kept within the appropriation. .

242, 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 charged to the departments concerned. When
work is undertaken for private parties the amount of the estimate must -
ke deposited before the work is ‘taken in hand. Estimates for petty
jobs are not necessary within certain limits fixed by the Agent. :

243. Workshop expenditure falls undet two heads—
{(a) Cash outlay,

(5) Stores drawn from stock to be used up in the process of manu-
facture.

244. Every requisition for work is accompanied by a Workshop
order, so that the first essential account form is the maintenance of an
“ Order Book ” showing work undertaken, the time taken in the com-
pletion of the job, and what  the job has cost. "The register is not
submitted to the Audit office, and should, therefore, be scrutinized on the
occasion of each periodical inspection by an Audit Officer.

245. Cash outlay consists of payments for labour only, the initial
accounts of which comprise a daily muster roll, an allocated abstract of
labour, and a register of unpaid wages. The muster yolls or lubonr pay-
sheets are submitted to Audit for payment, and the amounts due are
carried into the allocated abstract of labour which shows the fotal daily
expenditure agaiust each particular job. The stores consumed in the
process of manufacture are in a similar manner carried into an allocated
abstract of stores used on each particular work.

246. The charges against each job are collected together in what are
known as Outturn Statement. '

247. In addition to the direct charges for labour wnd stores, there
are certain items of expenditure of a general nature, known as ggne_ral
charges” such as wages of mechanics, apprentices, mistries, bhisties,
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sweepers, gatekeepers, etc., which cannot be directly allocated to any
particular job. Expenditure of this nature is distributed proportionately
over the several works entered in the Outturn Statement.

248. 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.

249. Audit has no means of verifying directly the cost of each
work. It has to accept the distribution of the various charges over the
various works vouched for by the executive and accepted by the persons
for whom the work is done. Itisable to exercize, however, a certain
check on the tfotal charges for labour and stores through the monthly
‘Workshop Account Current.

250. The balance of this Account Current represents the cash and
stores experded on jobs awaiting adjustment. This balance must be
analysed and full details posted in a register to facilitate a regular and’
systematic clearance of the “ Workshop Suspense ’’ Account. The proof
of the balance must be complete at the end of each year and a certifi-
cate to this effect given in the Finance Accounts.

251. The audit of recoveries is comparatively simple as the- vast
majority of these are from other departments and the recovery in such
a case is made by book adjustment in the Audit Office. The rule of
prepayment for work done for private persons simplifies the audit of
cash recoveries. '

C.—Audit of Railway Receipts.

252. The revenue of railwaysis earned almost wholly from the
transport of passengers and merchandise and is realised through the
agency of booking and goods clerks employed at. stagions where the
initial transactions are brought to account. :

253, The rates and fares in accordance with which traffic is accepted
have to be kept within certain mixima and manima fixed by Govern-
ment,

-254. In return for payments received, railways issue tickets or
vouchers, differing in form according to the description of traffic carried
which entitle the holders to the services of the railway for the convey-
ance of passengers or goods. These vouchers form the basis of the
railway accounts of receipts. Only one payment is made even if the
services of more than one railway are utilised.

255. The essential duty of Audit in this matter is simple. It has
1o see—

(1) that the person to whom the service is rendered pays the proper
amount :

(2) that the railway servants recelving payment correctly account
for the same : .
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(3).that, if more than one railway renders the service the receipt is
properly distributed between them. '

256. In case of passenger traffic the first duty is facilitated by Check that
having the fare printed on the ticket in most cases. In the Audit office :‘;ﬁf& is
a certain percentage of the amounts entered on the blank fickets and on paid.
the goods vouchers are checked. It is further necessary, however, to
ensure that no passenger travels without a ticket, that he does not travel
in a carriage of a class higher thau that for which he has paid, and that
no goods are allowed to be removed from the railway until their carriage
has been paid for. These have tobe checked by travelling ticket inspec-
tors and by oflicers inspecting stations. The former on some lines are
under Audif, on others they are under the Trafic Department, of the

Railway.
257. The second duty above-mentioned is performed by an elaborate g&i‘;ﬁg‘t
system of aceounting. Teceiving
In the first place the tickets supplied to stations by the Audit office ‘::gecﬂy
are, as a precaution against fraud, machine-numbered in progressive sccount for
series. The station master or booking clerk is held personally responsi- same,
ble for the stock of tickets in his custody and all missing numbers which
cannot be properly accounted for are placed to his debit.

The most important original record af a station is the Trains Cash
Book from which all other returns are compiled.

258, Tickets issued by station masters are paid for at the time of
issue either in cash or by credit note.

The amount so collécted is entered, train by train in the daily cash
book of the station, the receipts being classified under the various
descriptions of coaching traffic.

On the departure of each train the booking clerk balances the cash
book and compares the balance with the money in the till.

The cash is then placed in the safe, as receipts from each train must
not be retained in the till after the cash has been checked with the
Trains Cash Book.

259. The entire collections of the day, represented by coin, cheques,
currency notes, etc., must be sent to the Cashier of the railway by the
first train passing the station in which a travelling 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 orders. .

The money is sent nnder cover of a remittance note and the Cashier’s
acknowledgment is recorded with the station counterfoil of the remit-
tance note.

260. In addition to the “Trains Cash Book ¥ a * Parcels Inwards”
book is kept up to record all parcels received at a station for delivery
whether the parecels are « Paid ”’ or ¢ To Pay.” The receiving station is
responsible for the recovery of all undercharges on parcels before delivery
and the entry cf the recoveries in the Cash and Parcels Inwards books.,
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261. The principal coaching returns submitted to Audit are—
(1) Classification of Passengers.
(2) Balance sheet.

 Monthly classificution of passengers—This return shows the receipts’
of the month on account of passenger fares collected. - It is checked
with the collected tickets sent to Audit, the main object being to see
that all tickets have been properly accounted for. The check is made
by comparing 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 eollected’
tickets, and the difference between the opening numbers and the highest
numbers represents the number of tickets to be accounted for by the
station. '

262. The Coaching Balance Sheet enables a watch to be kept over B

the prompt realisation' of outstandings. The debits consist of the
totals of the various returns submitted by the station, and the credits
of the cash sent to the Cashier. The balance represents the amount of
ouvtstandings to be collected by the station, such- as freight and
demurrage charges on undelivered parcels, ete. All errors discovered
in checking, and the correct balance, are intimated to the Xtation
Master and the next balance sheet of the station has to open with the
“ andited *” or correct balance.

263. Although the form used and refurns prepared in accounting
for goods receipts may differ from those used for coaching, the prin-
ciples remain the same. 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 parbiculars of invoices are entered. From these
primary books returns are prepared and submitted to Audit together

checking Way-bills, Parcels, Returns ard the Coaching Balance Sheet
apply equally to the checking of Invoices, Goods Returns and the

Goods Balance Sheet.

264. Division Sheets—With reference to- clause (3) of paragraph
255 above the earnings from traffic of every kind carried over two or
more lines are divisible between those lines, though only one actually
receives the cash. In this division, as a general rule each railway is to
receive the amount it would have received had the traffic been carried
only over the portion of its own line traversed. Awuy exception to this
rule is a matter of private agreement between railways, and will find a
place in their respective working agreements, The Division is made on
what are known as “Division Sheets”’ exchanged between Railway
Audit offices, and is based on the following principles :—

(1) that each railway carries out the adjustments, or in other words,
clears the accounts of such traffic with each other railway
over which the traffic was carried ;

with the monthly * Balance Sheet.” The principles to be observed in "™
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{¢t) that on’the forwarding railway devolves the adjustment of
all coaching traffic except Parcels ; and
(¢¢) that the adjustment of Parcels and Goods traffic devolves on
) the receiving railway, _
265. THe Division shéets comprise :—
(¢) Statement showing the proportions due to Foresgn Rarlways*
only, on account of forwarded traffic in passengers, luggage,
horses, carriages and dogs, )

{¢¥) Statements showing the proportions due &0tk Zo Home and
"Foreign Ratlwayst on account of raceived goods and pareels
traffic *“ Paid ” and “To Pay.” '

The original way-bills and ‘invoices have to be attached to
the division sheets in support of the entries appearing
therein.

266. Audit of Division Skeets.—The audit of division sheets and
their supporting documents is performed on the principles of what is
commonly known as the Clearing Association Schems under which no
two railways should check the same document relating to through
traffic between the same two railways. The object of the scheme is to
reduce work in Railway Audit offices bye the abolition of a double check
of the traffic accounts interchanged by railways, and this is attained by
the carzful audit by the forwarding railway of the through traffic
accounts prepared by it and the substitution by the receiving office of a
test audit for a complete audit. .

267. The Traffic Book brings together the whole of the traffic earn- Tafie Book.
ings of a railway both local and foreign under the saveral prescribed
heads of the home line stations, with the various dsbits and cradits of
each, and also racords the progress of adjustment of through traffic
transactions with foreign lines.

268. The Traffic Book is kept in two parts. The items comprised.
in the first part, representing amounts for the realisation of which the:

» home line is responsible, are—
{a) The entire local coaching and goods traffic.
(8) Outwards ¢ Paid,” and inwards “ To Pay,’} foreign traffic.
The postings in the first part are made from the station balance sheets.

The second part relates solely to foreign traffic for. the realization of
which foreign railways are responsible.

The items comprise—

(a) Foreign outwards “ To Pay * and inwards “ Paid” traffic in
parcels and goods.

(8) Foreign inwards coaching traffic under passengers, luggage,
horses, carriages and dogs.

* The Home Railway is the railway preparing the division sheet in quéﬁon.
+ The Foreign Railway is that to which the division sheet is sent.
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The second portion exhibits the apportionments on account of the above
traffic to the home line, and the debits and eredits to the foreign lines.
The entries for part II are taken from the division sheets. From the
Traftic Book the figures of receipts under the prescribed heads of account
are carried into the Journal, and finally into the General Books of the

"~ Railway. )
Travelling 269. The check exerclsed by the Audit office is necessarily limited to
i:sg)f;‘;f °f an esamination and comparison of the returns, etc., sent in by stations.

In order to exercise a check over the initial accounts at stations which do
not come under the scrutiny of Audit a special staff of Audit Inspectors
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 are in
order, and that irregularities taken up are promptly attended to.

.D—Audzt by Gor ernment Ezaminers over accounts maintained by Com~ .
panies working railways for Government.

Original 270. The first railways built in India were constructed and worked

contracts. 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 take a half share in the surplus profits.

271. The guaranteed interest.and rate of exchange resulted in consi-
derable 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 years, and all such railways are now the property of the State.
Some of the purchased lines (portions of the North Western, Oudh and
Rohilkband, and Eastern Bengal Railways) are being worked by direct
State agency ; while the management of the others (I'ast Indian, Great
Indian Peninsula, Bombay—Baxoda. and Central India, Madrasard
Southern Mahratta. and South Indian Railways) has been entrusted t>
working Companies constituted under contracts the conditions of which
are much more favourable to Government than those entered into with
the earlier . Companies. The position of Government with respect to
these Companies is that Government are the owners and lessors of the -
lines, and the Companies are the working agents or lessees.

Existing 72. The broad features of the contracts entered into with suck
contracta, Companles are :—
(1) That the Company shall have a small amount of share eapital
in the c concern, on which interest at rates varying from 2 to
31 per cent. is guaranteed by the Secretary of State out of
the revenues of India.

(2) That the Company shall receive a share of the sarplus profits
edrned 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;

respeotively ;
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(3) That all sterling transactions shall be taken to account in
rupees at the monthly average rate of exchange. Inthe
case of the East Indian Railway Company, the rate is fixed
in.the coutract at 1s. 84. to the rupee. ) ’

. (4) That the Company shall keep the undertaking, its rolling stock,

ete., in thorough repair, and in good working condition, to
. the satisfaction of the Secretary of State.

(5) That on thé determination of the contract -Government will
repay to the working Company the amount of its share
capital at par. '

278. These conditions govern the nature of the control to be" exer- Points on
cised by Government over the operations of such Companies. The ‘éf:c}‘ ¢
Government, in addition to their interest in the correct division of pgyeto
profits, are concerned to see that the property, of which they are the protect their
owners, is kept in good condition and repair, and that all fresh capical interests.
put into the line is profitably and economically spent. The Companies,
on the othér hand, are concerned merely in making the most of the
railway as a dividend earning investment during the limited period of
their tenure. _

274. A close check and supervision is accordingly required on behalf
of Government in the following directions :—

(1) To ensure the proper upkeep and maintenance of the railway,
so that, on determination of the contract, it may be handed
back in as good condition as when it was made over to the
Company. _ -

(2) To examine all proposals for fresh expenditure of capital and
check any tendency to extravagance in that direction.

(3) To watch the proper application of funds to Capital purposes
for improvements, and to Revenue purposes for upkeep and
maintenance. )

(4) To verify the correctness of accounts and of theé division of
profits. ' '

275. The first of these checks is exercised through the Government
Inspector, whose duty it is to carry out a periodical inspection of the’
permanent way, works, rolling stock, ete., and to certify at the close of
each half year that the undertaking has been kept in thorough repair,
and in good working condition, Such an inspection is primarily. requir-
ed in the interests of the public safety under the Railways Act, but the
certificate then given also serves the purpose of the clauses in the con-
tracts relative to the maintenance and upkeep of the undertaking.

The second check is exercised through the examination of estimates
which, in the case of all but the smaller works not exceeding
Rs. 1,00,000 in cost, are required to be submitted for the sanction of
Government.

The third and fourth checks are exercised primarily by the Govern-
ment Examiners of Accounts attached to the offices of the various rail-.
ways worked by Campanies. .

E
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276. Thus the audif at present exercised by Government Examiners
is in those directions in which the interests of Government and of the
Companies are divergent, and chiefly in regard to the correct allocation
of expenditure between Capital and Revenue, on which too much stress

~ cannot be laid, since improper loading of the capital account means that

Brauch Line
(C'ompanies.

Audit
control.

the Company gets an advantage on the Revenue side at the expense of
a permanent burden cast upon Government. Again, it sometimes hap-
pens that there may be a conflict of opinion between the Government
Examiner and the Company’s offickrs as to the interpretation of some
clause in the contract which is obscurely worded. In all these matters he
is the 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.

277. The preceding remarks relate to Companies working State rail-
ways on behalf of Government. Another class of Company of more
modern growth, the development 6f which is rapidly progresging, is the
Branch Line Company, the transactions of which do not pass through
the Government. accounts at all, and in which Governmeat are only
indirectly interested to the extent of the guarantee of interest on rebate,
a shdre in the surplus profits, and as being abté to purchase the line on
expiry of the period for which the contract is to run.

Such Companies are formed for the construction of small branches
or feeders to an existing system, by which they are usually worked, the
lines being the property of the Companies which build them.

278. The principal advantage from the Government point of view
of the comstruction of railways under Branch Line terws is that the
financing of such lines falls outside the Government; programme of rail-
way construction, -thus enabling the funds available in any year to be
entirely devoted to extensions on a larger scale of the existing railway
systems owned by Government, or in carrying out the necessary addi-
tions or imprevements to open lines. '

279. The audit control exercised by Goveroment over the transac-
tions of these Branch Line Compauies is not so stringent as over the
large Companies working State railways. Thus only a periodical test
audit is made of the accounts of the Companies, which are countersigned
by a Government Examiner of Accountsin the ordinary way. Esi-
mates for all Capital expenditure are required, however, to be submitted
for sanction; by Government, in view of the Government’s eventual
interests in the purchase price of the line, and such estimates are dealt
with in thé same way as the estimates of the larger Companies working
State Railways.



Caar. 22.] STORES ACCOUNTS. ‘ , [284

Chapter 22.

Stores Accounts,

280. The audit of stores accounts of State Railways on behalf of
.the Auditor General is provided fur in clause (ii) of Rule 12 of the'
Rules framed by the Secretary of State in Council under Section 96-D (1)
of the Government of India Act.

281, Whenever valuables have to be refained for any time in the
custody of Government servants, stores accounts have to be maintained.
The essential points of such uccount are simple. The difficulties arise
from the very large numbers of articles kept in a large store yard, and.
from the peed of simplifying the procedure without lessening the
efficiency of check. :

282, A Store Account is a record of all articles brought into, and Essential

sent out of, store, and the essential points to check are:— g‘;’;ﬁ: of

(1) That every article purchased or otherwise obtained for store is Andit
entered as a receipt in the store account.

(2) That the store-keeper holds a proper yuittance for every article
shown in the store account as issued.

(3) That the store-keeper can produce the articles shown in fhe store
accounts as the balance in his possession.

288. The sellers of articles purchased for store may be relied upon to
obtain payment from Government, and such a payment must appear as
expenditure in some  Government account. In fhe same way, if an
aiticle brought into stove has been obtained from some other Govern-
ment department and that department has obtained its quitfance from
the store-keeper, the transaction 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-
ment account, and check (1) is exercised by trucing for every such debit
an entry of the receipt of an article in the numerical store accounts.

284. Other points which have to be watched in audit in connection
with purchases of stores are ;— ~
(@) That the rates paid agree with those shown in any contract
or agreement that may have been entered into for the supply
of the stores, '

{8) That there is proper sanction for the purchase.

(&) involves the application of elaborate rules which the Secretary
of State has sanctioted determining the classes of stores which may be
purchased in India. These rules, it may be noted, are tiot applicable to
Companies which work State Railways, They are free agents as

" regards purchase of stores. The Stores Purchase Committee have however
recommended to (fovernment in paragraph 222 of their Report that
when new working contracts are framed, opportunity should be takea to
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require the Railway Companies working State Railways to conform to
the State Railway system and procedure.

285, Check (2) is two-fold ; it is a comparison .of the receipts of the
persons to whom the stores have been issued with the enfries of issues ;
it is also - check to ensure that the persons to whom the stores have
been i--ued are authorised to obtain those stores. Such authority is

' to be found in departmental orders.

286, Check (8) is carried out by counting the numbers of each
article in store and comparing the result with the account. A Collector

-counts his cash and his balls of opium in the treasury every month ; he

Stores a lock-
up of capital:
therefore, to
be kept as
low as
possible.

Store
ledgers.

verifies his stamps once every six months. Similar verification oceurs
whenever there is a change of officers. The verification of stock in a
large railway store yard is a big business, which is carried ont by a
permanent establishment of stock verifiers always at work. An import-
ant point to remember here is that the verification must take place in
the presence of the officer immediately responsible for the custody of the
valuables. ’

_ 287. Very valuable work can be done by Audit in connection with
stores. The value of the stores on the Government railways in India is
about 16 crores of rupees, so that Government has had to borrow this
sum of money in order to obtain these stores, and has to pay interest on
this sum: Thus stores represent a lock-up of capital, which is always
unjustifiable unless essential. It is, of course, essential to have
always available for immediate use large quantities of railway stores ;
but the exact amount that has to be considered essential is always a
matter for discussion, for departmential officers usually desiré to have
such an accumulation of stores that every possible eventuality can be
met. '

Again stores for which no use can be found ought to be sold before

.their value deteriorates.

288. The Chief Auditor of each State railway writes an annual
report on store balances in which he mentions any stores which, in his
opinion ought to be sold or otherwise disposed of, and any indents which
he considers to bave been in excess of requirements, and comments on
the increase or decrease during the year in the balanees and any need
for further reduction.

289. A detailed description of the indent, by which an officer obtains
stores from the yard, of the receipt he gives therefor, and of the ledgers
in which the transactions are recorded, would be out of place in this
manual. I must mention, however, that two sets of ledgers are main-
tained on railways—numerical card ledgers in the store yards, in which
transactions are recorded in numbers only, and value ledgers in the
account office, in which transactions are recorded both in numbers and in
values. These ledgers have to be periodically checked and reconciled.

290. The receipts into stores are priced from the bills or invoices -
while the issues from store are priced from the published price list of the
Stores Department. The price entered therein for any article is always
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based on the average price of that article as shown on the receipt side of
the priced ledger. But that average price—otherwise called the * Book
Rate ”—will vary with every fluctuation in purchase price, and it is -
impossible to revise the published price list according to every fluctua-
tion of the * Book Rate.”” The price list however, ought to be revised
whenever the variation in price is serious.

291. Stores are required, almoet entirely, for railways for ‘which Adjustments
Capital and Revenue accourts are maintained. It is often impossible to between
say whether the cost of the work for which certain stores are required g‘;,‘;;f;“};;;f
will eventually be debited to Capital or to Revenue or to” both; so all Railways.
initial expenditure on the purchase of stores is debited to Capital.
Whenever, then, stores are issued to 2 work the expenditure on which
is being debited, in the first instance or finally, to Revenue, the value
of such stores has to be credited to the Capital and debite to the Revenue
account. The value of these adjustments between Capital and Revenue
is epnormous; thus on the North Western Railway in 1912-18 it
amounted to nearly 2} crores of rupees. It is important, then, that
these adjustments should be recorded promptly and accurately in the
accounts. Unfortunately, this rule is not always followed ; the budget
system tends to induce a desire to make the actual results of the year
conform as closely as possible to the giant, and the accounting for these
adjustments has sometimes been manipulated in order to work for this
end. The general prineciple, of course, is plain. The accounts should
show the transfer from Capital to Revenue as having been effected on
the date on which the material was used for Revenue purposes and ary
departure from this principle violates the fundamental rule of all
accounts that they are to be a statistical presentation of fact.

292. The evils of such manipulation were recognised, and orders on
the subject have been issued to all Railway Administrations as follows :

Permaneit-way and Other Engineering Materials.

{¢) The debit to Revenue in' the books of the Railway for any
month should be the cost of the materials actually placed in the line or
used on works plus all charges for labour. :

(ii) Adjustments on account of credits to Revenue for the value of
materials taken out of the line or released from works should be made
when the stores are actually brought on to the Imprest or ** Materials at
site ”’ Account, or when they are taken over by the store-keeper and
brought on to the stores books. :

- Workshop Expenditure.

(¢2¢) All expenditure incurred during a month on mezintenance and
renewals of locomotive engines and machinery, and repairs and renewals
of vehicles, should be charged off to final heads of the Hevenue Account
for that month, even though the job should not be complete. .

(¢v) Expenditure on important Capital Works for the Locomotive or
Carriage and Wagon Departments, such as the construction or the
erection of rolling stock or of plant, should be charged off monthly
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agalnst final heads of account. Expenditure on less importavt Capital
Works (viz., works estimated to cost less than Rs. 5000%) for the
Locomotive or Carriage and Wagon Departments, and on works both
Capital and Revenue for other departments of the home line, which as a
rule are of a trifling character, need not be charged off till completion of
the work.

-

Adjusiments between Capital and Revenue of expenditure sn mized
woi ks.

(v) All expenditure, specifi cally provided for in an’ estimate for
mixed Capital and Revenue-Works as chargeable separately to Capital
or to Revenue, should be adjusted to such accounts as incurred.

(z7) Expenditure which is chargeable to Capital and Revenue in
certain fixed proportions, e.g., renewals of vehicles chargeable on the
floor area basis, or renewals of permanent-way ckargeable on the weight
of material, should be proportionately debited monthly between Capital
and Revenue.

Vote 1.—In eases where the charge to Capital ¢n the proportionate basis is limited
*  to the difference iu cost, a share of the menthly expenditare calculated in

the proportion which the capital share of the cost bears to the entire cost
should be debited to capital.

Note 2.—In the case of worls estimated {c eost not more than Rs. 25,000, the debit
to Revenue of its share of the coat of the work may at the discretion of
the Agent be deferred till completion of the work.

{vtt) The write-back to Revenue of the original cost of works
dismantled and replaced should be made not later than the date of
completion of the new work.

{z4it) Fistitious adjustments should never, under any circumstances,
be made for the purpose of tilising ¢r working up to grants.
NoTe—In exceptional cases, debits to Revenue in the acconnts «f a year for

vslue of materials which have been paid for, but bave not arrived in India in that
year may be allowed by the Railway Board. ) :

# Agents may, at their discretion, fix a lower limit.
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- Chapter 23. '

Special features of Posts and Telegraph Audit.

293. Much of the expenditure in these departments is on account of
pay and allowances, contingencies and works, and the audit procedure
described in the relevant chapters above applies to such expenditure in
these departments also. ' :

294. A brief reference is necessary to the audit of receipts and of
Money Order, Cash Certificate and Savings Bank transactions.

295, -The stamps affixed to letters, parcels, messages, etc., represent
70 per cent. of the revenue of the Post and Telegraph Offices. Stamps
are sold at the civil treasuries, either direct to the public or to vendors,
and the necessary credits nre afforded to the departments through the
divil accounts. The duty of the departmental officers is confined, there-
fore, to seeing that stamps of the proper value are affixed to letters,
pareels or telegrams and that all stamps are properly defaced with date
stamps so that they raay not be available for use again. In the case of
the Telegraph Department, however, the Check Office at Calecutta
undertakes a test audit of the messages transmitted throughout India,
with a view to see that stamps of the proper value have been affixed and
properly defaced.

296. There are, however, several heads under wbich revenue is
received in cash. These are receipts from other Postdl and Telegraph
Administrations in settlement of message account, rents for wires and
instruments leased to Railways and canals, rents and royalties for
telephones, recoveries from Guarantors and Trunk Call fees in the
Telegraph Department.

297. Apart from Money Order and Savings Bank transactions, th
following special duties aye undertaken by Audit in connection with
Post and Telegraph Accounts.

Telegraph Department—

'(3) Dues on the ‘Seftlement Account’ with other Telegraph
, Administrations for traffic’ exchanged are calculated in the
Telegraph Check Office.

(6) The Telegraph Department constructs and maintains all the
telegraph 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. Instruments Yor use of Railway
and canal offices are also supplied by the Telegraph
Department on payment of rents. The executive officers
supply details of the wire mileage and also on aceount
of different kinds of instruments supplied to the Audit
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office which calculates the rent and arranges for the
recovery of the Revenue by book transfer with Railway and
Civil Audit officers concerned.

(¢) Telegraph offices are also opened at the instance of a local
Government or Administration, Indian State or private
person or a body of private persons, on an annual guarantee
to profect the Department agaiuvst loss for working and
maintaining them. ~ Bills are prepared dnnually by the
Audit office on data furnished by the executive and adjusted
by book transfer or recovery in cash as the case may be.

(d) Payment for telegrams is made nearly always by stamps,
and the same kind of stamps is affixed both to telegrams
and to letters. The stamps are issued from treasuries
as postal stamps and it is impossible to maiutain an accurate
account of the use of such stamps for postal and for
telegraph work vespectively. Thus Revenue obtained from
the sale of such stamps is credited, in the first place, to the
Postal Department and, in order to work out the -amount of
Stamp Revenue which ought to be transferred from the
accounts of the Postal to those of the Telegraph Department
in respect of such stamps, the Cherk Office estimates
the Message Revenue for the year from an actual count
of the value of the messages despatched for two selected
weeks as indicated by the stamps affixed to them.

(¢) Telephone systems are expanding rapidly and in order to
work out the financial result of each telephone system
or trunk line, a detailed Profit and Yios§ Account is
maintained in the Telegraph. Audit office. The receipts,
on account of telephone rents and Trunk ecall fees, are
also checked by the Audit office.

(/) The audit and account of the receipts and expenditure of
the Indo-European Telegraph Department which is under
the administrative control of the Director-in-chief, India
Office, London, acting under orders of the Secretary of
State for India in Council, are also dealt with by the
Telegraph Audit office. :

{9) The audit of accounts-of thiy Store Department and workshops,'
is al-o dealt with by the Telegraph Audit office.-

(% The audit and accoynt of Radio offices and expenditure in
connection with wireless telegraphs are dealt with by the
Traffic and Engineering Audit offices.

Postal Department—

(a) Receipts on account of premia for Postal Life Insurance
Policies are checked in a special branch of the central office
under the Accountant-General, Postsand Telegraphs. Audit
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is responsible for seeing that policies are issued strictly -
according to rules, that rates for premia are fixed in
accordance with Government orders and are regularly
recovered, that the rules governing lapses are followed
and that final claims are fully andited before payment.

(%) The Post and Telégraph Audit offices undertake a test audit of
service books. In Civil offices the executive officers are
responsible for the upkeep of the service books of their
subordinates and certify on bills that leave has been granted
strictly according to rules and noted in the service books.
In the Posts and Telegraphs Department, however, the andit
of service books forms part of the duty of Audit Officers
during, and they are examined at the time of, inspections,

298. Money Order Transactions—In the Cash Accounts received
from head peost offices Money Order transactions are entered in lump
under special debt heads, the figures relating to payments being classi-
fied according to the month of issue. They are accounted for in detail
in the Audit office under a special procedure. Audit consists in seeing
that for every money order paid there is a corresponding credit at some
office of issue, and that there are no excess or double payments. Every
head office sends periodically an Issue List in which the money orders
issued by it and the commission received are entered in detail. The
commission entries are fully checked in audit. Paid Lists are’also
submitted periodically in which all payments made are entered and
supported by payees’ receipts.

299. 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 halances outstanding to be verified with some
degree of certainty. This is secured by regarding each month’s issues
as a separate unit. The payments, too, made in any month are 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 separate 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 issues are thus
- arrived at. The work may be said to bave been satisfactorily performed
when the particular money orders composing this balance can be
identified. ' '

300. The vouchers received with each Paid List are sorted and
arrauged according to the office 'of issue and serial number, and then
debit checking is undertaken. This consists in marking off in the Issue
List, every money order for which a receipt of payment is available,
After the payments for three months have been thus debit-checked
against the Issue List of any month, the outstanding unpaid items are
extracted. The totals of these items, if the work were done accurately
should agree with the balance on the books for that month, In practice,
however, there are always differences which are usually due to misclassi-
fication of money orders against months or eircles of issue, or tfo "errors
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in totalling. Steps are taken to secure a further agreement, and any
differences that continue after a year are written off with the sanction
of Government. A large stuff was formerly employed for the reconeili-
ation of the differences in the balances, but as the cost of the establish-
ment was considerable and as the reconciliation was never complete,
this procedure has been stopped. The unexplained differences are small
when compared with the volume of money order transactions, and are
now written off. )

. 301. A money order remains current for the month in which it is
issued and for the.following month ; thereafter it J.ecomes what is
technically called *“ void ” and jts value debited against its issue by
per contra credit to the-head * void muney orders’” It can be re-issued
for payment to the party concerned under the authority of the Audit
office. Ths value lapses to Government if it remains unclaimed for 3
official years.

302. Money- orders are also exchanged with foreign countries and
many Indian States through certain specified Head Post Offices known
. as offices -of Fxchange and their accounts adjusted by the several postal
Audit offices. )

"808. Savings. Bank Transactions.—The transactions of Savings:
Bank like those in respect of money orders are entered in the Cash
‘Account under a debt- head and accounted for by a special procedure.
The transactions sre very numerous, there being more than a million
and a half depositors with an aggregate balance of about twenty-three
crores of rupees. Audit offices maintain personal ledgers in respect of
each depositor in which all deposits and withdrawals are posted, and
head office ledgers, in which the monthly transactions of the head office
are entered in lump. These ledgers are in addition to the ledgers kept.
in the Head Post Office. To ensure the accuracy of the posting of
the personal ledgers, monthly Ledger Abstracts are compiled from the
personal ledgers of the month’s deposits and withdrawals, and. the totals
are agreed with the figures shown in the accounts and with those shown .
-in the Head Office Ledgers.

304. The Journals of Sivings Bank transactions ‘received from the
Post offices are checked to see that the details work up to the totals
entered in the monthly accounts, that all withdrawals are supported by
receipts and are in acccordance with the rules governing withdrawals
from the several classes of Savings Bank accounts and that transfers of
accounts from one head office to another are duly accounted for.

805. A statement of interest and closing balances on the 31st March
is prepared annually from the: personal ledgers of each head office.
Differences are reconciled by means of the compilations made for the
monthly Ledger Abstracts. The unit of work is a volume of the per-
sonal ledgers, and -the difference is traced into a particular volume and
then the entries reviewed in detail, This work of annnal agreement is
of great importance as it secures the correctnessof the accounts of
individual depositors.

v
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306. Cask certificate (ransactions—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
issue registers by denominations in respect of each head office in which
the serial numbers of all cash certificates issued and discharged by that
office and by the sub-offices under it are posted. It also issues acknow-
ledgments for cash certificates kept in the Accountant General’s safe
custody which are posted in the Register .of Acknowledgments issued.
The total postings and discharges as enfered in these two registers are
compiled in monthly proof sheets and the figures agreed with those
shown in the head office balance sheet in which the monthly transac-
tions of head offices are entered in lump, -

307. Audit consists in seeing ‘that details of the lists of cash
certificates issued and discharged received weekly from each head office
work up fo the totals entered in the monthly cash accounts, that all
discharges are supported by vouchers, that the amount payable on
-discharge has been correctly caleulated with reference to the dafe of issue
and that the cash certificates are outstanding in the issue registers.

308. The balancas of cash certificates issued but remairing undis-
<harged on the 31lst March of each:year as per balance sheet for each
head office are verified with the actual cutstandings in the issue and safe
custody registers and all differances reconciled. '

309. Profit and Loss Account.—The Post Office and Telegraphs
being guasi-commercial departments, the financial results of their work-
ing ave reviewed in a Profit and Loss Account, For this purposs accorn}
is taken, not only of the receipts and disbursements included in the
-accounts, bub also of other pro formd debits and credits in respect of
services rendered without a money equivalent. For instance, some pro
Jormd eredits arz those on account of the value of messages transmitted
free of charge in the Telegraph Department and of * free services ren-

" dered to Indian States by the Post Office. Some pro formd debits are
the cost of the departmental pensions and gratuities which are finally
-charged in the Civil Dzpartment. : !

310. The expenditure of the Post Office and the Telegrarh Depart-
ment is allocated between Capital and Revenue and a block capital
-account is separately maintained which shows the total amount invested
in each Department. A charge for interest is debited against Revenue
and the surplus of receipts over charges shows the net profit earned by
-each Department.
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APPENDIX A. -

[Referred to in paragraph 59.]
PART I.

Sckedule of demands for grants jfor expenditure of the Central Govern—
ment for the year 1922-43 submilted for the wote of the Legislative

Assembly.
Number |’ . - < A i
of Bervice, Ad‘:ﬂ:ﬁr?:;:a :r Aréato Head of Account. Amount,
demand.
. Rs,
A.—~Ezspenditure from Bevenue.
1 { Customs - Costoms . . 64,02,000
2 | Taxes on Income . . . | Taxes on Income. 44,;80,000
sisalt . . . . . Salt . . . .| 1,34,61,000
4lopom . . . . fopmm . . .| 1863300
5 | Land Revenue . . . Laad Revenne . 1,56,000
6 | Stamps . . . . . | Stamps . . T 12,45,000
7 [Forests . . . . Forests . " 7,41,000
8 | Reilways (inclusive of Working | State Railways, Sub-{ %3,92,79,000- .
.} Expenses and pnyment of Surplus { sidised Companies,
Profits to Railway Companies). Miscellaneous Railway
: Expenditure,
9 | Irrigation  (including * Working | Works for which capital 143 2,000
-Expenses) Nsvigation, Emback-| accounts are kept, Mis-
ment and Drainage Worke. cellaneons  Irrigation
Fxpenditure, Construc-
tion of Irrigation, ete.,
works. :
+
10 | Indian Postaland Telegraph Nepart-|) r 9,46,68,000-
~ment (including Workivg Expen- | |
8es). 11 .
) $ Posts and Telegraphs4
11 | Indo-European Telegraph Depart- l 16,40,000-
ment (including Working Ex-
penees), J L
12 | Interest on miscellaneous cbliga- | Interest on other obliga- 8,23,63,000
tions, -~ tions.
’ 13 | General Administration . « | General Administration 76,717,000
14 | Audit . . . . Audit . . .

72,19,000
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Schedule of demands for grants for expenditure of the Central Govern-
ment jfor the year 1922-23 submitted jfor the vote of the Legislative
Assembly —eontd. i ’

‘::%?: Service, A(‘l‘}:ﬁii:)ils:g:ig: or Area to Head of Account. Awmognt.
A.—Ezpenditure from Ilevenue— Rs,
contd. . .
15 | Police . . . . . | Police . . . . 8,000
18 | Ports and Pilotage . . . Portsand Pilotage . 12,47,000
17 | Survey of India . . . . | Scientific Departments . 27,09,000
18 | Meteorology  + .« | ” | 5,83,000
19 | Geological Sarvey . . . o ,, . 3,20,000
20 | Botanical Survey . . . ,; .,, . 26,86,060 )
21 | Zoological Survey . . . » » . 1,41,000
22 | Archazology . . . . . » . 14,72,000
23 |Mives . . . . .| " . 98,000
24 | Cther Scientific Departments . » (. . - 8,57,000
25 | Education . . . . . | Education . . . 3,061,000
26 | Medical Services. . . . | Medical . . . 7,79,000
97 | Public Health . . . . | Pablic Health .-, . .' 9,59,000
28 | Agricaltwre . . . .|Agriciltore . . 7,73,000
= 29 | Civil Veterinary Service . . » . . 6,3%,000
30 | Industries . . . . /| Industries . EI 1,40,000
31 [Aviation . . . .. .lAviatiom . . . 37,000
32 | Commercial Intelligence = . . | Miscellanequs  Depart- 3,834,000
) ) ments, ’
33 | Censas . - . . . | Miscellaneous Depart- 3,47,000
o ments.
B4A° Emigraﬁon——lnterna.lﬁ. . . | Miscellaneous  Depart- 1,12,000
; ments,
34B ”» . External . . . | Miscellapeous Depart- 22,000
ments, -
85 | Joint-Stock Companies . . | Miscellaneous Depart- 1,11,000
ments,
36 | Miscellaneous Deparbments . . ' » 12,59,000
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“Sckedule of demands for grants for expenditure of the Cextral Qovern-
ment for the year 1922-23 submitted for the vote.of the Legislc-

tive Assembly—contd.

K":flt" Service, Admi is' ration or Area to Head of Account, ‘Amount
demand which relates, : . k.
b - Rs,
A.—Expenditure from Revenwe—
cor td,
37 | Curiercy . .o Currercy . . . 30,36,000
38 | Mint . . . Mint. 19,64,000
39 | Escbange . . Exchange . . . 9,95,50,000
40 | Civil Woiks (order the cortrol of 1,60,10,070
the Fublic Works Department), % Civil Works
41 | Civil Works—Civil . 44.000
42 | Superannuaticn  Al'owascss and | Suprrannuation Allow- 20,73,000
Pensions, arces and Pensions,
43 | Ftationery and Printing | . Stationery aud'Printing €7,£4,000
44 | Miscellancous . ' . | Mise:llaneous o 14,96;(00
43 | Ad jﬁstments with provineial | Miscellar cous  Adjust- 63,29,000
Gouveri.ments, ings b tween Central
snd Provircial G.vern-
ments,
46 | NortL-West Frontier . . N ( 1,16,40,000
47 | Taluclistan . 26,81,0C0
48 | Delli . . . . . 50,41,0C0
49 [ Coorg . . 12,62,000
£0 | Ajmerard Merwura .|| Distributed ovrr res- 15,11,000
> pective heads of <
51 | Arndaws: s and Nicobar Islands ¢ ccount, 52,39,000
- +
52 | Rajputana . . . 5,03, 00
53 | Central Indin . . . 5,73,C00
54 | Hyderabad . . 1,97,000
Y -
. §5 | Bangalore . . . . N ) ( 13,79,(C0
56 | Expenditore in England—Secretary Distribated crer res- 33,26,000
of State for Indis, L pective heads of [{-
e Acccunf.
57 | Exjenditnre in England—High 64,06,0(0
4 -

Commwissioner for India,
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Sckedule of demands for grants for expenditure of the Central Govern-
ment for the year 1992-23 submitted for the vote of the Legisla-
tive Assembly—contd.

GRAND TOTAL .

’

Number | o . T
Service, Administration or Area to
de n:)afnd i which relates, Head of Account. Amcaut.
Rs.
A.—Ezperditure from Rerenue—
contd. -
(| Interest on Debt and finking,Funds| Interest on Debt and
l Sivking Funds.
Noun- ;| ., - s
voted 4 | Ecclesiastical . . . . | Ecclesiastical . . -
Politieal . . . . Politieal . . .,
| | Territorial and Political Pensions .} Territorial and Political
Pensions.
ToTAL 1,11,95,17,000
‘ ; ——— ———
B.—Ezpenditure charged fo Capi-
tal.
58 | Railways . . . . .{ Comstiuction of State| 29,97,53,000
Railways. .
59 | Irrigation . . . . Construction of TIrriga- 2,690,000
tion Works.
60 | Telegraphs . . . . | Capital Outlay cn Tele- 1’,45,00,000
grapbs.
61 | New Capital at Delhi , . . | Init'al Expenditate on 1,96,65,000
New Capital at Delhi.
Tor:u. 33,41,87,0C0
C.—Disbursements of Loans and
Advances.
62 | Interest free advances . . 12,66,37,000
63 | Loans and"idvances, bearing interest 6,73,59,0C0
TOTAL - 18,79,96,000

1,64,17,00,000




PART 1I.
Details of Demand No. 46 by Major Heads.

NORTH-WEST FRONTIER PROVINCE.

Rs. 1,16,40,000.

. BupeET, 1921.22. REvisep, 1921-22. BuperT, 1922-23.
Actuals, :
1920-21.
. Non-Voted.- Voted. Non-Voted. Voted. Non-Voted. Voted,
Customs . . .. 450 1,000 1,000 1,000
Taxes on Income . . -1 18,324 19,000 21,000 46,000
Lend Revenue , . , . 321,658 | 19,000 379,000 18,000 4,67,000 18,000 5,08,000 °
Exciso . . 38,658 . 43,000 41,000 42,000
Stamps . 81,956 | .. 32,000 32,000 32,000
Forest’ . 4,54,197 16,000 6,82,000 16,000 6,61,000° 19,000 7,31,000
Registration . . 23,007 | - 24,000 24,000 24,000
Irvigation Revenue  Acccunt 9,25,348 9,85,000 9,39,000 9,51,000
Iaterest. ’
Irrigation Working Expenses . 9,78,188 10,91,0600 10,91,000 10,886,000
L] .

*‘X1ANZdAV
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North-West Frontier Provinse—contd.

Irrigation Expenditure-—Civil

Irrigation VExpenditure—Publie
Works. ’

General Administration
Adwministration of Justice .

Jails and Convict Settlements

Police ' . . . .
Ecclesiastical . .
Political . . . .

Scientific Department .
Education . . .
Medical . . . .
Public Health . . .
Agriculture . . B

Miscellaneous Departments.

Currency . . . . .

Bupasr, 1921-22. REVISED, 1921-22. BupaErT, 1922-23.
Actuals,
1920-21. .
Non-Voted, Voted. Non-Voted. Voted. Non-Voted. Voted.
50,555 43.000 N 2
‘ 90,006 76,000
48,793 - 49,000 ) .
15,91,761 3,34,000 13,98,000 4,132,000 18,15,000 4,01,000 15,387,000
2,93,766 79,000 3,18,000 1,384,000 2,97,000 1,29,000 3,29,000
4,13,972 5,16.000. 6,053,000 5,000 5,53,000
4433712 3,39,000 43,75,000 3,88,000 49,22,000 4,41,000 61,28,000
65,586 1,02,000 83,000 97,000
45,90,379 56,58,000 49,08,000 1,18,51,000
3,981 - 7,000 ‘5,000 7,000
9,99,057 65,000 11,44,000 53,000 11,32,000 68,000 1%, 7,000
2,42,293 1,05,000 2,94,000 1,02,000 2,79,000 1,09,000 2,540,000
1,35,808 26,000 - 2,04,000 25,000 1,08,000 31,000 2,(.1,000
986,590 1,48,000 1,14,000 1,.9,000
50,612 84,000 48,000 24,000
48,352 2,000 5,000 - 3,000

*X1ANTIAY
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Civil Worke=Civil . . .1

"Civil Poblic Works . . .

Feniine Relief . .
Territorial and Political Pensions
Superannusation . .
Stationery and Printing .

Miscellaneous . . .

Torar

Deduct -~

Charges shown in demands 1=

No. 9—Irrigation, ete. .

No. 33—Censns . .

No, 40—Civil Works—P. W.

Total deductions

Net Total of this Demand

" 95,000

2,14,308 . 1,00,000 . 1,12,000
29,38,083 28,00,000 24,05,000 $1,02,000
20,000 20,000 20,000

48,582 60,000 58,000
2,39,687 2,66,000 2,94,000 2,85,000
1,39,218 1,86,000 1,64,000 1,88,000
4,44,924 1,28,000 1,10,000 2,12,000
1,99,49,050 77,29,000 | 1,43,05,000 71,39,000 | 1,43,27,00) | 1,41,79,000 | 1,59,18,000
10,72,535 11,63,000 11,81,000 11,62,000
21,623 25,600 86,000 14,000
29,383,063 - 28,00,000 e 24,05,000 e 31,02,000
40,27,223 40,08,600 36,22,000 | 42,78,000

3

1,59,21,82% 77,29,000 | 1,02,96,400 71,39,000 1,0%7,05,000 1,41,79,000 1,16,4C,000

By
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