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FOREWORD TO THE REPRINT.

This edition is merely a reprint of the previous edition with the addi-
tion of the appendix mentioned in paragraph 29.

M. F. GAUNTLETT,
Auditor General in India.

NeEw DEeLny,
27th October 1929.



FOREWORD.

It is unfortunate that it is impossible for the Auditor General to visit,

all the Public Accounts Ceommittees in India. He has found, however,
that some, at least, have no clear conception of the great importance

of the duties entrusted to them or of the manner in which they should
perform those duties so as to achieve the best results, :

A recent address to the Public Accounts Committee in Burma, there-
fore, has been made the basis of the followmng brief exposition,\ which
‘s now circulated in the hope that it may be cf use to all members of
Public Accounts Committees throughout India, and to those Executive
officers who have to. work in close touch with those Commiittees.

M. F. GAUNTLETT,

Auditor General in India.
New DrLui,
18th October, 1927.
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THE WORK OF A PUBLIC ACCOUNTS COMMITTEE.

The okject of this note it to explain tc members of Public Accounts
Committees throughout India the nature of the duties entrusted to
them, the manner in which those duties should be performed and the
results which may be anticipated if those duties are performed efficiently.

2. The most important power given to the Legislature in the first
instaltment of Reforms is the power of the vote.  The local Government
has to present to ‘the Legislature various demands for the money to
meet the greater part of its expenditure. t i3, however, useless to give
to the Legislature the power of voting money for particular purposes,
unless. the Legislature can be assured that the money is spent by the
Executive for the purposes for which the mobey was requested. For
obtaining this assurance the Legislature relies in the first place, and
mainly, upon the Public Accounts Committee, which is assisted in the
performance of its functions by the work which is undertaken, under the
Auditor General, by the Accountant General of the Province. The latter
compiles the Appropriation Accounts in which expenditure is compared
with the detailed appropriations made by the Executive of the grant given
ty the Legislature and comments thereon, while the former in the
light of those comments can, and should, examine the Executive as to
the manner in which the money has been spent. The Accountant
General should state in his Report that his comments may be based on
an inadequate knowledge of the facts. The Committee should ascertain
whether there are any other facts to take into consideration relating to
a particular ease and shouid then express a final conclusion on the case.

8. The duty of the Public Accounts Committee can be summed up
in the brief yet important phrase that it is to ascertain that the money
granted by the Legislature has been spent by the Executive ‘‘within
the scope of the demand’.

4. It is necessary to consider in some detail the implications of this
phrase “‘within the scope of the demand’’. The first limitation which
this phrase implies is that the money recorded as spent against the grant
must not be larger than the amount granted.  Therefore, the specific
duty is imposed upon thé Public Accounts Committee of reporting to the
Legislature any case in which the expenditure against a grant has
exceeded the amount of the grant. Once the power of the vote is given
to the Legislature, it is inherently wrong of any Executive to spend
against a grant more than the amount .gramted ‘and-the onus is thus
thrown upon the Executive of explainifig’ how the excéss expenditure came
to Le incurred. Thus it is the duty of'the Executive to make a demand
for a supplementary grant to cover/the excess. Before making the supple-
mentary grant the Legislature i§ entitled to be satisfied that therd“ars
adequate reasons for making the*.supplementary grant. For the formula-
tion of its views on this question tﬁg Legislature will necessarily ré]y very
largely upon the advice tendered to 'f-ﬁ'jax_the' '.Eé)blip Apcounts Condmittee



and thu:s it is necessary for the Public Accounts Committee
to ascertain the causes of the excess and to determine whether those

causes justify the granting by the Legislature of an additional sum to meet -

the excess. Any such enquiry may enable the Public Accounts Conimittee
to bring under close scrutiny the scheme of financial control over the
expenditure incurred against that particular grant and the method by
which the progress of such expenditure is watched.

5. Even though the reasons for the excess may be deemed inadequate
it is not usually deemed necessary for the Public Accounts Committee
to recommend that the additional grant should be refused. In England
the occasions on which an additional grant has keen refused quring the
seventy years that the Public Accounts Committee in England has been
in being have been very rare. There have, however, been a few such
cases when the reasons for the excess expenditure have been so inadequate
or so reprehensible in themselves that the Legislature has deemed it
necessary to proceed to the extreme limit of refusing an additional grant
to meet that expenditure. In England the resuit of such a refusal is that
the amount of. excess expenditure remains against the personal debit
of the Accounting Officer (whose functions are explained in detail here-
after) unless and until the Legislature eventually agrees to vote the supple-
mentary grant.

6. Another implication of the phrase “‘within the scope of the demand’
15 that the expenditure broughu to account ogainst a purticular grant
must be of such a charvacter as to warrant its record against that grant

e ; e . . . . . - ) =]
and against no other.  This implication is more impotsant in England

o 1 rOuC PN o : 3 ~ - ) o
t}}gtn'1n India at present, bec.aube in .Indm, a local Goverament plays ne
part in the record of expenditure against a particular grant and beceause
tGl(le ﬁn{lxl autIhorrEty 1for the clns&ﬁqatmn of expenditure is the Auditor

eneral. n Eugland tl}e question as to the grant against which 2

particular form of cxpenditure should be rvecorded has sometimes been @
"matter of acute ¢ i ] i \ ;
mat er of culte controversy. In India the question will become of im-
por -amcefj 1f‘ a local Government ever becomes responsible for the mainte-
nance of its own ts. T 8 ‘e Lo
3r; PRV acci)unﬁs. The .qu‘estmn, however, at present is nob
import: ' la and, therefore, it is unnecessary to dwell upon it now
in any detail.

. 7. The t.hird implication of the phrase “withia the scope of the demand’’
is of great importance in India and raises questions which are often difficult
to decide. The Legislature is asked by the Executive to vote a lump sum
as a grant 11 response to a demand made by the Executive. Theoretically
spenkmg, that lump sum, once it has been granted, is at the complete
disposal of the Executive to be spent on purpeses covered by the grans.
The fact remains, however, that the grant made by the Legislature is in
response to a demand which is set Lefore it in considerable detail and the
Leglsla‘ture'!may urge that there is a breach of faith on the part of the
Exec}ltlve if the amount granted is spent on purposes which are not st
out in t,he fletailed demand. The extent to which the redsonableness
of this view is accepted is o be found ‘n one of the statutory rules, issu

under the Government of India Act, which requires the Executive
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obtain an additional grant before money can be spent on ‘“‘any new service
pot contemplated in the demand”.

8. Tt is, of course, a matter of great importance to obtain a definition
of the phrase “a new service’”’. The question constantly arises in the
Audit Offices under the control of the Auditor General whether a
particular expenditure has been inewrred on ‘4 new service not contem-
plated in the demand’’. 1t has, therefore, been necessary for the Auditor
General to enunciate & working rule to be followed by his officers when
such a question ccmes up for decision. That working rule has Eeen
explained somewhat as follows: A new service may be s new form of
service or a new jnstrument of service. Tt is desirable to explain by a
conerete illustration the difference bebween theso two. If in a provinee
there is no Borstal Institute and one is inaugurated that undoubtedly is
4 new form of serviee. In cvery provinee there are jails.  If it s
decided to build a new jail this is not a new forn: of service because
jails already exist. It is, however, a new instrument of service because
it is a new jail additional to those already in existence. When expenditure
is to be incurred on a new form of service, then in all such cases, theore-
tically, it should be held that the expenditure is to be incurred on a new
scrvice within the meaning of the Act. A now instrument of scrvice,
however, may ke & new University, if there is ulready a University in the
province, or it may be an additional chowkidar. The {ormer may cost
over a crore of rupees with very considerable recurring expenditure, while
the Chowkidar may cost perhaps Rs. 60 a year recurring expenditure.
It is not practical polities to insist that an additional grant shall be obtained
to meet expenditure of Rs. 60 per annum an & new Chowkidar when
there are already thousands in existence. It is, however, obviously
?ssential to obtain an additional grant if the new instrument of service
is to be of the importance of a University and to entail very considerable
expendituré. Exactly where between these extremes the line of demar-
cation is to be drawn is a matter which must be settled Ly Case Law.
It wili probably be agreed that it is undesirable to leave so important
& question in such an uncertain condition and that, when the Act is next
amended, the opportunity should be taken to make the provisions of the
rules under the Act more precise on this important matter.

9. Questions will frequently arise as to whether expenditure has or
has not been incurred on & new service within the meaning of the Act.
Cases of doubt may be brought to the notice of the Committee Ly the
.Accountant; General. They may come to the notice of the Committee
in the course of the evidence given to them by the witnesses who come
before them. It is a very important function of the Public Accounts
Committee to obtain by discussion with the Executive a clear enunciation
of the correct interpretation of this phrase and also to draw the attention
of the Legislature to the cases in which this rule, imposed by Statute,
appears to have been violated by the Executive. )

10. Sukject to_ the limitation described above in respect of a new ser-
vice, the Executive has full power of reapprcpriation within a grant.
There is & general desire on the part of Legislatures throughout India
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to scrutinise closely the exercise by the Executive of this power of reappro-
priation.  The constitutional method of limiting the power of reappro-
priation, if a Legislature desires to achieve such a result, is to reques
the Executive to increase the number of demands, because the Executive
has no power of reappropriation between grants. This matter is of special

importance in Burma where the number of grants is far smaller than in
any other province,

11. The extent to which the Legislature can control expenditure is
governed very largely by the form of the demand. Too great facilities
for reappropriation may induce laxity of control on the part of the Execu-
tive which will, or should, come to notice in the course of the scrutiny
of the expenditure by the Public Accounts Committec. It thus becomes
the duty of that Committec to bring to the notice of the Legisl

ature
any changes which it deems desirable in the form of the demands.

12. The last implication conveved by the phrase “‘within 1he scope
of the demand” is perhaps the most important. When a demand s
presented to a Legislature, the Legislature is entitled to assume that
the demand is for monev which will be spent with due regularity, 1.e., in
accordance with those rules of sancfion and appropriation which are luid
down by superior authorities to be followed by the subordinate authorities,
whenever expenditure is incurred.  Thus, expenditure which can be
characterised as irregular eannot be regarded as falling *“within the seope
of the demand”’.

13. One of the most important duties of the Publie Accounts Com-
mittee is the investigation of those casges of irregular expenditure which
are brought to its notice vy the Accountant General in the Appropriation
Report. In the investigation of such an irregularity the Public Accounts
Committee should obtain from an Fxecutive g recital of the qrders which
should have been followed when the expenditure was hein'g incurred.
Tt should come to the conclusion whether such rules ave cbmpletc in
themselves or whether the nregularity was facilitated, in anv way, by
the inadequacy of the rules bearing on the subject. Tt would then be
i a position to advise the Fxceutive, cither as to the manner in which
the rules should be modified, or merely that there is g defect which should
be modified. It would then become necessary for the Public Accounts
Committee to determine whether the authorit:,; Ineurring the expenditure

violated the rules which have been lajd down and if so what excuse or
justification he had for his action.

14, In one respeet the work of g Public Accounts Committee extends
“beyvond the scope of the demand’’. There is legal opinion to the effect
that the Committec is entitled to deal with anv matter brought to 1ts
notice in an Audit or Appropriation Report prc.pared by an Accountant
General, even though it may arise in relation to non-voted expenditure.
There are many practical advantages in this ruling. Under the present
definition of ncn-voted expenditure the two forms of expenditure are SO
closely interwoven that it is often impossible to explain an excess or deficib
mn the voted expenditure under a head without reference to the non-voted
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expenditure under the same head. Again voted and non-voted expet}di-
ture are often subject to the same rules, controiled by the same authonty,
and incurred by the same authority. Thus the investigation of an irregu-
larity arising in connection with non-voted expenditure may ipdicatg a
defect in rule, a lack of supervision, or a failure to f.oll(?w rule _whlch might
have had equally serious results had they operated in relation to voted
expenditure.

15. There is considerable justification for the view that most of 'the
embezzlements in India are due rather to neglect of rule or t'g inefficient
supervision than to a defect in the rules themselx’e.s. That being 80, .th.e
Puklic Accounts Committee should determine for itself whether discipli-
nary action is not desirable in the more reprehensible cases on the grounfi
that the greatest deterrent against violation of rule or inefficient supervi-
sion is the knowledge that this may be met by punishment.

16. The most suitable way of advising a Committeg as to the manner
in which it should fulfil its responsibilities is to explain the procedure of
the Public Accounts Committee in England because it was the great
success achieved by that Committee which induced the'Govem'.ment t'o
introduce as one feature of the Reforms the inauguration of' Public
Accounts Committees throughout India. It is worthy of mention that
independent critics of Government organisation have spoken 'w1’th appro-
bation of the Pulklic Accounts Committee in England as a unique feature',
and one of the most important features, of the system of financial admi-
nistration in England.

17. The Public Accounts Committee in England is elected annually by
the House of Commons. It always contains members elected from each
important party in the House and the Qhairman is always a member c;f
the Opposition Party. Although theoretically the membprs are f)locte(,
there hag rarelv, if ever, been a contest in the course of the'elect}on and
it is probable that the selection of the member's of the Comn11§tee is made
by the various party whips in consultation. That the se]c?c‘mon' is made
with great care is shown by the fact that though the Commlttfee is elgcted
annually, yet more than half of the members of every Committee \Yxll be
found to have had considerable practical experience of the working of
that Committee.

18. At each meeting of the Committee the first actir';n taken by the
Committee is to call before it the Comptroller and Auditor General and
the senior officer of the Treasury responsible for accounts one o.f whose
most important duties is to attend the meetings of‘the Co&nmlttge as
the representative of the Treasury. No record is published of the discus-
sions ketween the Committer and these officials, It may be assumed,
however, with confidence that the Committee discusses with these officialg
the more important questions that may arise in connection with the
vote which is to come under consideration at that meeting of the Com-
mittee.

19. When this private consultation comes to an end the Accounting
Officer responsible for the vote then appears before the Committee for
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examination. The Accounting Officer for each vote i \ officer wha ia
held _responsible for the regularity of expenditure fro:nﬂ‘tia?;m:::e thoh;:
gasponsibility is a very real responsibility and now the Accounting'orﬁce'r
is slways the Imost important civil official in each department The
examination of the Accounting Officer is started by the Chairmaa; of the
Committee.  Thereafter, each member of the Committes is entitled to
ask questions. A complete record is maintained of the questions and
answers and the Report of the Public Accounts Committee is based
entirely upon the evidence so given. The evidence is so voluminous that
its record usually fills nearly 600 pages of closely printed foolscap. Every
Accounting Officer appears before the Committee and is examined by
that Committee. The examination of the Accounting Officer of an irx;-
vortant department may occupy two or three sittings of the Committee
It any question is put to which the witness is unatle to give an immediaté
answer and the matter is deemed of importance the Accounting Officer
is required to appear again before the Committee. ° l

20. Under Rule 87 (i) of the Devolution Rules in India the Finance
Department is responsible for laying the Audit snd Appropriation Reports
1.)efore the Pt.lblic Accounts Committee. This is probably the reasonpwh‘
in most provinces the Finance Department assumes almost complete resy
ponsibility 'for presenting to the Committee the views of Gosernmen‘;
on the various questions raised in the reports.  Thig tendency is to b‘
deprecated The practice in England is that ihe representagw}e of tle
D?partment responsible for incurring the expenditure answers to the C "
mittee for the expenditure. The representative of the Treasur is pre om‘;
merely as an adviser to the Committee. This year g 'repregeniagivsenf
each Secre.tarlat Department of the Government of India ﬁras r i ot
each rr}eetmg of the Central Public Accounts Comrﬁittee ab Svlf?eﬁl tl?

" expenditure incwrred within that Department came up for di ussion.
tl‘»he results amply justified the adoption of this procedure I’cslsc(;l SSZC_)D-
is even more mnecessary in India than in England because. the ZOP IOLE
Dep.a.rt_;ments other than the Finanece Department to ircur e;i Pnlzl':;ver ;
In@xa is far grea..ter t}_lan the power of Departments other than tll)xé Tlr ur: -
to incur expenditure in England.  This assertion can ke verified b e:ega?:
ence to Rulfas 37 sub-sejctio‘ns (a) (in part), (c), (d) (in part) (g) (i) (in
‘I;?E?h av?,(jiu (31)1’0 39£h42 t(}in part), 41, 42 and 438 of the Devol’uti%n Rules

show that the powers of inanc ' ,
sub-sections and rules are Il)imited to ti;ofénzséeagggzrtmenb under these

21. It is noteworthy : —

(1) That the report of the Comptroller and Auditor Genersl in
England is very much shorter than the report of an Account-

Znt General in India. This is due to the fact that the Public
ccounts Committee in Englend knows its duty so thoroughly

that it is unnecessary for the- Comptroller and Auditor

General to offer any su i in hi
r ! \ ggestlons in his report as to the
questions which-should be taken up for discussion  in the

Committee or as to the manner in which the enquiry should -

be made.

(2) That although the record of evidence is extremely volumihous,
the report of the Public Accounis Committee is not neces-
sarily a lengthy document. The Committee exercises great
care in the selection of matters for record in the report and
the report is almost always confined either to questions of
principle or questions of real importance.

(8) That the Treasury in England has always attached great weight
to any opinion expressed by the Public Accounts Committee.
If the Treasury is of opinion that the Comimittee is wrong in
principle it will place its arguments before the Public Accounts
Committee which will then reconsider the whole matter.
When such an issue arises the question is considered with
great care both by the Treasury and by the Committee and
and it is very rarely that these two authorities are unable to
come to an agreement.  Unless the Treasury decides that
it is necessary to contest the opinion of the Public
Accounts Committee, because important points of principle
are involved, it usually accepts, or at least acquiesces in,

the opinion.

(4) That the action taken by the Treasury on the preceding report

of ‘the Public Accounts Committee is reported to the Com-

" mittee and is considered by the Committee very carefully,

so that it may determine whether the action taken is adequate

and whether any discussion on a point of principle should

be continued. Any comments thereon are incorporated in

the current report.  The report by the Treasury of the action

go taken is bound up with the current report so that a conti-
nuous record is maintained. '

(5) That the examination by the Committee of an Accounting Officer
is not confined to the matters mentioned ky the Comptroller
and Auditor General. The members of the Committee con-
sider that they may ask any question in connection with the
.expenditure recorded in the sccounts under consideration that

has a financial bearing.

. 22. The great importance of ensuring continued effort in the work of
the various Public Accounts Committees in India is worthy of emphasis.
Each Committee should make a point of ascertaining from the Executive
what action has been taken on the previous report and on apy questions

‘lett outetanding from previous reports. Thus the Government of India

prepares for each Central Public Accounts Committee a complete list of
points outstanding from the previous reports of that Committee with an
indication of the action which has been taken or which is being taken.
This practice is. worthy of adoption by ofher Public Accounts Committees
in India. T ' ‘

23. The Public Accounts Committee in England holds snnually tetween
85 and 50 meetings. Each meeting lasts about 2 hours. As has alreadv
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beeén pointed out, at every Public Accounts Committee willi be found somé"

members at least who have had considerable previous experience of the
work of the Committee and there have heem cases in which g Member of
Parliament has been a memker of the Public Accounts Committee for ten
or more years consecutively.

24. Members of Public Accounts Committess in ]ndin. can appreciate

the public spirit which is evinced by a man who, in addition to his private .

duties, is willing to serve for years together not only as a member of Parlia-
ment, but also on a Committee which requires his serviees -for two hours
a day for 85 to 50 days in each year. L

-25. Such public spirit, however, reaps its reward. When Sir Charles
Ryan—one of the ablest Comptroller and Auditors General in England—
retired, the Public Accounts Committee took the opportunity to call atten-
tion to the results which had keen achieved by the united efforts of that
official and of the Public Accounts Committee. The following are extracts
from the third report of the Committee of 1896 and from the comiments of
the Treasury thereon.

“The retirement of Sir Charles Ryan, K.C.B.., . . . . affords s
seasonable occasion for noticing the developments of the dubies of the
Comptroller and Auditor General during the last 20 vears. and the admir-
able results, as evidenced by the Public A.ccounts,vof the arrangements
introduced by the Exchequer and Audit Departiments Act of 1866? The
striking contrast, from the point of view.of financial regularity, between
the period’ antecedent and the period subsequent to that measure shows
it to have been in its peculiar field, an epoch-making statute.

* * * * . %

%

Since Sir Charles Ryan assumed the position in relation to file Public
Accounts Committee which has teen already described, the following deve-
lopments have taken place under the working of the Act. The Army test
audit was introduced in 1876. the Navy test audit in 1878; the Storeyaudit
in 1886, and the audit of the Army and Navy Manufa‘ctun,ng‘ Accounts and
of the Navy Expense Accounts in 1889 (52 and 53, Viet., .. 31)

At various dates, also, test audits of details have be o
’ ’ en applied to the
Rgvenue Accounts, the present system of appropriating extrgpreceibts ip
aid of Voi.:e,s has teen infroduced: and many non-voted accounts -hove
been submitted to the Comptroller and Auditor Geeneral, R

* E * * " : % .1

The effects of the improved financial svst i ecorded i

; ystem are plainly recorded in

{the Public Accounts. In the nine years from 186869 o 187677 the
number of Civil Service and Revenue Department Votes which: were
exceeded by the expenditure was 233, or an average of -more ‘than 95

~a.great ‘degree of impatience o

@

lannually; . During the last nine years, i.e., from 1886:87 to 1894-95, there
#Were only. 18 cases oxcess altogether. Tn the last two years there has been
no instance of:eXcess. o :

. On tfle other hand, accurate appropriation and exact audit have enablqd
the needs of the Public Service to te so nicely gauged that, whereas in
1868-69 the surpluses on Votes for Civil Services and Revenue Depart-
ments, in spite of the numerous excesses above mentioned, averaged about
3 per cent. on the total grants of the year, the average now has fallen to
less than 1% per cent. - o
¢ Bat the real extent of improvement in the Public Accounts durin,
thé': period’ which hag elapsed since the Act of 1866 was pass,ed cannot
besshown by mere statistics. An examination of the -Auditor’s Reports
will show, what the experience of your Committee confirms, vig,, & remark-
able diminution of controversy on first principles and the dlsappearax'lce to
f serutiny, a sure snd honourable testimony
%0’ the value of the work, as well as to the discretion and tact of ‘Sir Charles

Ryan ‘and his officers.”. "
Onthls veulog); the vTre‘asury made the following comment :-—

Solap y 6, Qctober 1898 on Second Report, 1898.—My Lordg desire,
however, to place on record their satisfaction ab the remarkab-le improve-
njent which has gradually been effected in the eysteln of Putlic Accounts
diiring the last thirty yesrs. ~The Public Accounts Committee of 1896

- took ' the occasion of Sir Charles Ryan’s retirement ‘from the office

of ‘Comptroller and - Auditor Genersl to call attention to. the * re-
markable dimirution of controversy on first principles snd ’f’ihe dis-
appearance to a great .degree of impatience of‘ scrutiny *’  which
hid ' characterised that period. Their observations could = hardly
be confitmed. by stronger testimony than the Report of the Public
‘Ageounts Committee of 1898. Only two points requiring notice
hiive arisen.on. the Appropristion Accounts for the Civil Services and the
Rév.enué‘ Departments, although those accounts relate to an expen,dlt‘ure‘
of ‘Gver . £86,000,000, .distributed over no less than 117 Votes, accounted
fof 'by. distint Departments. My Lords are most conscious that the pre.
sént state of things is due in no small part to the snnual labours of the
‘Commiftee ds well as to the constant vigilance of the Comptroller and

CAYE R
A}qdi_tor' Géeneral.”
B A i S o

, 26 Befdi'e'fhjé qu the margin between budget estimates and actual

bomd{tire in England had been brought, down'to 1 per. cent.  During
tHEWé¥ nio” ntternpt could: possibly be made to-achieve such results.
Atter ‘thé "Wz, when ‘the Treasury and the Public Accounts Committee
felt that suficient’ time had elapsed Ior the removal of those causes set
up' by’ the ‘War which ‘recessitated very marked deviations between esti-

ated -and ‘abtuals, they ageiti” begdn to apply the steady pressure which
theyeXercifed before thé’ War and in ‘their last report the Public Accétunts
Conpitise Wik dble to note with Satisfaction that the difference between
estimates and sotuals had beew: brought below 1§ per egnt. The differencs-
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in moust provinces in Indis and also in the Central Government is still
between 5 and 10 per cent. and only .one province has achieved results
anythng like as good as ithosc which arc obtained in England.

27. Tt may be argued that conditions differ so materially in England
and in India that the English precedent cannot be followed in Indis ard

that s‘mifar results cannot be expected. It is true that the members

of Punlic Accounts Committees in India cannot yet have gained the ex-
perience of the members of the Public Accounts Committee in England.
It is for this reason that the Auditor General assists the various Publie
Accounts Committees in India by calling attention to those items in-the
accounts the scrutiny of which is likely to give the most valuable results.
Moreover members in India can obtain the requisite experience if they
will offer for re-election and if the convention is established that the majority
of the members of a Public Accounts Committee must have had previous
experience. It is true that the members of a Public Accounts Committee
in India cannot be expected to meet nearly 50 times a year. It is equally
true that so many meetings are not necessary for the efficient performance
of the work of a Public Accounts Comimittee in India. This year the
Central Public Accounts Committee examined the officer responsible for
each Central grant, and, if this can be done by the Central Public Accounts
Committee which works under the most difficult conditions, it ought te
ke possible for each provincial Public Accounts Committee to do the same.
Even under present conditions it can safely be said that if a Publie
Accounts Committee in India will exsmine each officer responsible for a
grant on each point to which the Auditor General draws attention valuable
results will be attained.

28. There is no reason, therefore, why results should not be obtained
in India as valuable, or aimost as valuable, as those which have been
obtained in England, specially in view of the fact that there is in India
consideratle room for improvement. But such results will not be obtain-
ed unless Public Accounts Committees throughout India apply that detailed
serutiuy to the form of the demand and to the systems of financial control
(including the watch of progress of expenditure) obtaining in the respective
departments which has been applied for so many years by the Public
Accounts Committee in England. Nor can those results be obtained
unless the members of the Public Accounts Committees in India show
the same degree of public spirit as has been shown for so many years past
by the members of the Public Accounts Committee in England. If the
former are prepared to work as the latter have worked, their results will be
as creditable. The measures of success of a Public Accounts Comrhittee
in India will be the capacity to undertake the very important duties which
have been entrusted to it. That capacity must be determined by the
zeal and perseverance with which the members sit themselves to study
the systems of financial control and by the tact with which they endeavour
to cotllvince the officials who appear before them that both members and
officials, in putting questions and giving answers i 1
the ultimate good of the country. Bine e wor]npg alike for

1

99. In the appendix to this Memorandum are briefly explained the
object of the Appropriation Accounts and the Report of the Audit Officer

* thereon, the constitution: and functions of the Committees on Publie

Aoccounts and certain other important matters. This appendix contains in
addition a glossary of certain technical terms used in the Iteport on the
Appropriation Accounts of Railways in India and notes on certain technical
acoounting diffioulties, the proper understanding of which should be of
great importance to the members of the Committees.

|asssi



"APPENDIX,

".1. Object of the -Repbrt.—Tlia objecﬁ- of - the AppropnatnonAneounts

and the Report thereon is to present the audited accounts-of albthe expendi-

ture of the year, whether voted or non-voted, in the farm of & sephtate
appropriation account for each grant, with the more. important -obseyvs-
tions which the audit officers consider it necessary to make.as a resultiof
audit investigation. The publication,is transmitted by the .Auditor.Genera]
to the Government concerned, and to the Secretary of State with reference
to rule 15 of the Auditor General’s Rules.

2. Constitution and Functions of the Committees on Public Accounts.—
These Committees are statutory bodies, constituted in pursuance of Rule
51 of the Indian Legislative Rules and of Rule 83 of the Provineial
Legislative Council Rules, for the purpose of dealing with the Appropriation
Accounts of the Governments concerned and the Reports of the wudit
officers thereon and with such other matters as the Finance Department
may refer to the Committee. The Auditor General in India and the
Audis Officers concerned are usually invited {0 assist in the deliberations
of the Committees.

In scrutinising the Appropriation Accounts and the Report of the Audit
Officer thereon, it is the duty of the Committee to satisfy itself that the
money voted by the Legislature has’been spent within the scope of the
demand. It is also the duty of the Committee to bring to the notics of
the Assembly or the Council, as the case may be:— :

. (i) every re-appropriation from one grant to another grant;

(ii) every re-appropriation within a grant which is not made in
accordance with the authorised rules governing re-appropria-
tions, or which has the effect of increasing the expenditure
on an item the provision for which has been specifically
reduced by the vote of the Legislature; and

(iii) all expenditure which the Finance Department has requested
should be brought to the notice of the Legislature.

The Committee is entitled to offer criticism and recommendations upoﬁ
any matter discussed in the Report or in the Auditor General’s forwarding
eomments, whether such matter concerns the accounts of expenditure,
voted or non-voted, or those of receipts. ' :

The Committee is not an executive body. It has no power, even after
the most minute examination and on the clearest evidence, to digallow

any item .or to issue an order. It can only call attention to an irregularity

or to failure to deal with it adequately, and express itg opinion thereon
and record its findings and recommendations.

_ 3. General Remarks.—It should be borne in mind, in considering tﬁe
Appropriation Accounts and the Report thereon, that whilst they are framed
on the best information available, and, in the great majority of cases, after

1

communication with the Departments concerned, they are necessarily pre:
pared before the Departmental witnesses have been. examined, and thap
they do. not possess the same degree of .authority or finality as the Report
ultimately pregented to the Legislature, by its own Committee on Public
Accounts, after hearing evidence on the points raised herein. It may
also be remembered that they necessarily deal only with the small per-
centage of cases which are important enough to require comment or investi-
gation, and afford no indication of the standard attained in the adminis-
tration of public expenditure taken as a whole. -

4. ‘Distinction between matters relating to voted and non-voted
subjects.—A distinetion is ‘maintained in these i Appropriation Acoounts
dnd Reports between voted and ‘non-voted subjects, and the non-voted
figures in the Appropriation Accounts are generally printed in italies.

. 5. Demands for Grants.—Under the Government of India Act the
proposals of the Governor General in Council or the local Government in '
respect of moneys required for expenditure under certain heads are sm.xb~

mitted to the vote of the Legislature. These proposals in connection with
the "v"obable'pb,rt of the Budget are presented in the form ‘of ngg,m}s
which, when accepted, become Grants available = for expex_ldxture within
the: scope of the Demand. It is for the Hon’ble the Finance Mfeml{er
W.«Sﬁttlé.thé form in which the Demands should be presented, but ordinarily
argeparate Demand is proposed for each Department of Government.. Each
Demand contains, first, a.statement of the total amount required, then,
details by the .sub-heads under. which the Grant will be accounted for
by the Departrent concerned, and lastly, a detailed estimate under each

sub-head divided into items.

i . . .

.. 6. Glossary of certain technical terms used in the Repor on the
Appropriation Accounts of Railways in India.—(a) Bonus System-—An
arrangement under which workmen are paid a certain fixed wage, calculared

* on time, for normal output, and in addition obtain a bonus for outturn in

‘eXcesy of the normal. L Lo .

. (b) Depreciation is the sum set aside from Railway Revenues to meet
the eost of renewsls of complete units of wasting assets. o
(c)G‘ro&a EaMings an;d .Wo"rking Ezpenses re;.)resent.the.true eaf'nings
#d thae pxpenses of o railway in an accounting period irrespective of
;w'h;&her the earnings have been realised or the expenses paid. They are
he 't.s';dz?ligi"s'{,mﬁ've_ figures of railway accounts. Gross Receipts and
ndifure represent the sctusl realisation and actual payments within

iod, and are the figures employed for Budget purposes.  The
differenies . bidweon these two sets of figures,  i.¢., between ““Eamings”
ahdv‘umm N ahd ‘“WOl']ﬂ.ng Expsnsesu mdv "“'Expenditure",‘ appe!’u‘

N ipte™ ahd
undér Budpdfise! ' ' :

; t’;*);ln‘ﬂ’;'tﬂfor tErtgli.ah ’ StorgbléiSéév f,fémres' iﬁdeﬁts’ ',

+ ke) Maderial ot site account.—The Suspense head “‘Stores’” is. oredited
with the: vl of. gtores; &8 soon as: they have been issued from: stock
by debit $6 thé accounts of the “wark to which issued. These storss,
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however, are nog always consumed on the work immediately on receipt
from stock, and till such time ag they are actually put into the work, their
value is temporarily held at charge of a sub-head of the account of the
work known as ‘Material at site account’. The sub-head is cleared $»om
time to time as the materials are used on the work,

(f) Neutral Control represents the establishment, under control of
Director of Wagon interchange, responsible for a watch over the wagons
interchanged at certain junctions of certain Railways.

(9) Non-Budget Lines or Worked Lines.—These terms are employed
to designate certain Branch and other ruilways which, though not can-
structed from funds provided by Government, are operated as parts of
State Lines. The earnings and expenses of such Non-Budget
Lines are at first included in the earnings and expenses of the Main State
Lines which operate them, but have to be worked out and deducted from
the total figures to bring out the true figures of the State Lines for the
purposes of Government budgets and accounts.

(k) Piece Work.—An arrangement under which workmen are paid for
work actually done instead of by time.

(i) Quinquennial Programme is a term applied to the forecast, which
each railway administration is required to submit to the Railway Board
in September every year, of expenditure to be incurred on capital works
as well as on works of replacement and renewal during the following
five years. This forecast is supported by details of works and notes justity-
ing each work.

(j) Benewal Suspense Account.—This was g suspense account created
on the Lucknow-Bareilly and Tirhoot Railways in order to secure s uniform
debit to Revenue of expenditure on renewals deferred on account of the
War. It has now been closed. .

(k) Reserve is the amount set aside from Railway Revenues after
meeting the total annual contribution to General Revenues.

(!} Suspense Capital is an account head to which are booked teinporarily
transactions relating to Stores, Workshop Manufactures, Recoverabie
Advances and items which, for any reason, cannot at once be charged out

to a final head of account. The Suspense Account is cleared when, on .

the issue of stcres or the completion of manufacture or final settlement
of a transaction in any way, it becomes possible to allocate and transfer
the charge to a final head of account.

(m) Suspense undcr Bevenue Receipts is an account in which is record.

ed the difference between the true gross earnings of a railway in an .

accounting period and the money actually collected by the railway during
the period. The amount under Suspense, therefore, represents earnings
of a railway which have still to be realised either at its own stations or
from Foreign Railwavs as well as moneys ccllected on behalf of other
railways but not paid to those railways before the close of the accounting
period, B
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(n) Suspense under Revenue Expenditure. is an account head which '

.is used to bring out the difference between the liabilities of a railway

in 1espeet of ity staft during an accounting period and the amounts actually
paid in liquidation of those liabilities. The Suspense account is cleared
ag items are paid. Thus the amount of the pay bill of the staff for the
month of March are charged to final heads of account in March; but as.

- payment is not made till April, the charge to final heads in March is.

balanced by a per contre credit to Suspense as ‘‘Demands Payable’’ in
March, which credit is cleared when payment is made in April. This
Suspense account also includes items of expenditure chargeable to Revenue
but kept in Suspense pending adjustment against firial heads, and also

advances awaiting recovery.

(o) Surplus Profits.—This term is applied to the resi@ue from grose
earnings of a railway worked by a company after deducting the sum of

~-working expenses, interest; and other miscellaneous charges prescribed in

the. contract between the Government and the Railway Company.

(p) Stock Adjustment Account is a sub-head of account of the capital

-Suspense head ‘Stores’. It is used to adjust temporarily the fluctuations

ia the hook-valie of stores due to revision of prices or to the adjustment
of differences discovered in the course of verification of stock by actual

_count from the balances shown in the stores ledgers. The stock adjust-

nent account is cleared by debit or credit as the case may be to final
heads, :

(q) Stores Indents for *° General Purposes {md fo?' “.T/I./orka.”.—-'l‘he
English grant placed at the disposal of each Railway is divided into two

. clagses, i.e., (¢) Works Grant, and (b) General Purposes Grant. The

former provides for all. expenditure debitable to sanctioned wor_ks (addi-l
tiong angd renewals) and the latter provides fpr all other expenditure and
therefore includes expenditure on Stores requlrefi for General purposes of
the Railway including Maintenance and l.iepan's. Separate indents are
Prepared for English Stores chargeable against each of these grants.

(). Throwforward means expenditure expected to be incurred in a pal_'ti-.

-6ular year, but actually incurred in the subsequent year.

‘ Public Works .
.. 7. Establishment and Tools and Plant charges in the
Department and the method of distribution thereog among the various
m&jor heads.—Establishments employed by the Public Works Depg.rtmenb
Aro generally joint establishments employed on works charged under two

;0% mors major heads. The establishment charges of & Public Works

Aision oy in the first instance recorded under a single major
hemm?«ﬁfm"{’m division' or ‘office: i classified. for the purpose. ‘A
‘the ‘end of the vear they. are "distributed amongst the various accourits
‘Which récard the' éxpenditure of the Public Works Departrl{ent in pro-
‘portion t6 the works experiditire under each head a.'ﬁected.. Any special
establishinent Whicl is wiwolly ‘employed on & work is, however, entirely
charged: t0 thab work: and ‘18 -mot included in these pro rata calculations,
Bimilarly the eost of puzalgEEFSINE S
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on the management of irrigation or navigation works and the like or on
, t_he assessment, etc., of connected revenue, is charged direct to the Irriga-
$lon revenue aceount. .

Similar remarks apply to the charges on account of ordinary tools and
plant used in the Public Works Department. The cost of special tools
and plant, by which is meant tools, plant or machinery obtained to mest
the special requirements of a particular work or project, is treated as a
direct charge to the work or project concerned.

8. Method cf adjustment of certain tramsactions relating to Public
Works under tiae head ‘‘Suspense’’.—(A) The minor head ‘‘Suspense’ is
not a final head of account for the record of expenditure. It accommodates
interimy transactions, concerning each of which a further operation
(generally of payment or adjustment of value) is necessary before the whole
transaction can be considered complete and finally brought to accoun.
The simpless illistration of this is the purchase of ‘stores on credit for a
particular work.  This transaction consists of the two subsi&farv
transactions of (a) the acquisition of the stores and (b) the
payment for them. As soon as the stores are received, their
value is ab once finally charged to the work for which they were procured,
but thic entry alone would represent the payment of money, which has
not taken place. Consequently, at the same time, a credit is accorded
to ‘*Suspense’’. When payment is made, the ““Suspense’’ head is debited
with their cost and thus ‘‘cleared’’ of this transaction.

In practice, therefore, ‘‘Suspense’” presents an opening balance, debits
and credits during the year, and a closing balance. The budget gives
nothing more than the net difference between the debits and credits of
the particular yar, a positive (debit) provision meaning that the net value
of suspense transactions is expected to increase during the yaar, while
a negative (credit) provision indicates the reverse; that is, that the suspense
head is expected to be ‘‘cleared” of some of its previous year’s sccumulat-
ed credits.

(B) There are two minor heads ‘‘Suspense’” relating to works, one

under “‘41—Civil Works”’ and the othes under ‘‘55—Irrigation Capital .

Txpenditure’”. Each is sub-divided into five detailed heads:—

(i) Purchases.

(i) Stock.

(iii) Miscellaneous Public Works Advances.
(iv) London Stores.

(v) Workshop Suspense.

They are operated on as follows:—(i) Purchases.—When stores obtain-
ed in India are received but not paid for in the same month, their value
is debited either to ‘‘Stock’’ or direct to the work concerned, as the
case may be, and credited to ‘‘Purchases”. When payment is made, the
«“Purchases’’ head is debited. Purchases must always therefore show a
negative (credit) balance, which represents the value of stores received

“but wot paid for. '
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(ii) ““Stock’’ . —Stores are debited to ‘‘Stock’’ if not required abt once
for particular works. Credits oceur under this head when the stores are
issued for use on works, the works then being debited. ‘‘Stock” therefore
must always show a positive (debit) balance which represents the value
of stock held by Government. It does not indicate whether this stock
has been paid for or not.

(iil) Miscellancous Public Works Advances.—These are of four kinds:-—

(a) Sales on credit.

{b) Expenciture incurred on Deposit Works in excess of Deposits
received.

(¢} Losses, retrenchments, errors, ete.

(d) Other items.

Broadly speaking, debits are given to this head for any sums which have
-eventually to be recovered from other, Government Departments, Govern-
mept servants or private persons, the correct head of account fo which
.the recovery is due being credited at once. This head must always
therefore show a positive (debit) balance, representing recoverable amounts.

{iv) London Stores.—This head works in the same way for stores pro-
cured 1n Fngland as the head ‘‘Purchases” does for those obtained in
India. Stores are generally received from England in advance of advices
of puyments. Their value is credited to this head and debited to either
“Stock’’ or a particular work. When payment is made, the head ‘‘London
Stores’” is debited snd the unit ‘‘Stores’’ under the minor head ‘‘Deduct—
¥nglish cost of stcres and establishment’’ credited. If payment is made
before the stores are received in India, the reverse operation takes place
and “‘London Stores’’ is debited. A positive (debit) balance thus repre-
sents payments made for stores which have not yet been received sand
-8 negative (credit) ba'ance the value of stores received bub not yet paid for,

* . (v) Workshop Suspense.—All direct outlay on jobs executed in & work-
shop is debited to this head. When payment for the job is effected the

, head is cleared.

9. Paymenis of commuted value of pensions.—All payments on account
of cemmutations of pensions whether made in England or in Indis, includ~

. g pavmcents made to other Governments, are brought to account, in the

first ipstance, under the head ‘60-B—Payments of - commuted value of
‘Pé,nsiqns”, which is a capital head outside the Revenue Account, in the
.bocks of the central or the Provincial Government, as the case may be,
At the end of the year such portion of the expenditure recorded under
this head ag the . Government concerned may decide to charge against

| current revenyes- is trangfeared i :the eapibdl sajor head ‘‘45-A-—Com-

Mmutation of pensions financed from ordinary revenues’’. The net amount
-debited to the .Capital Major head ‘‘60-B~—Payments of Commuted value
of Pensions”’, afpor' deducting therefrom “the recoveries, if any, from other
9°Vémmmts,' is repaid from revenue either in a lump sum or by a system
ot Bquated paymeats, spread ovet 15 years, which include interest on tho
capital invested. Such equsted payments ‘are charged to the head
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*‘45—Superannvation Allowances ‘and Pensions’’ or other a i

' : : ) ropri
mujor head in the Revenue section of the accounts, by eredit tl-?)p (al)) 181::
capital head ‘‘60-B.—Commuted Value of Pensions’’ for the capital portion
?f the payments, and to (b) ‘‘19—Interest on Ordinary Debt” for (he
interest portion.

10. Provincial Loans Fund.—The Provincial Loans Fund was estab-
lished with effect from 1st April 1925 ‘to concentrate all loan transactions
between the Central and Provineial Governments in a separate self-sup-
porting fund, altogether independent of the Central Government debt,
and to systematise the arrangements far administering these transactions.
All advances gruated by the Government of India to Provinecial Govern-
ments are now wade through this fund and the terms on which advaness
gravted for various purposes are to be repaid have been standardised for
all provinces alike. Definite principles have been laid down to regulate
the purposes for which advances may be made to Provincial Governments
and the rates of intercst to be charged thereon. Prior to the institution
of this Fund these advances used to be brought to account through the
head "*Loans between Central and Provincial Governments’’. '

The Yund is now sdministered by the Government of Indig and e
transactions are included in the accounts of the Central Governmel_;t
though with futvre developments the ‘administration of the fund ma,\:
possibly be transferred to an independent body corresponding to the National
Debt Commissioners in England, the Fund being then constituted ag an
entity entirely independent of the Government of India or of any Province.

All capital habilities of the Provincial Governments to the G
of Indin on the 81st March 1925 were transferred to the Fund ox(ivle;lmAzr;:l
1925. Funds required for the purpose of new advances to Provincial Gov-

crnments are advanced to the Fund by the Government of India from °

time to time, as required, and these, together with the payments falling
due on account of previous loans, constitute the capital of the Fund,
The Capital Account is also credited or debited with any surplus or deficit,
as the case may be, in the Income Account at the end of each year after
“payment of interest to the Central Government and other expenses. Any

surplus in the capital of the Fund which may not be required for the.

time bemng for the purpose of new advances may be utilised towards the
reduction of advances previously made to it by the Government of India

- under such conditions as may be determined by the Government of India
sccording to the circumstances of the ecase.

_ The income of the Fund ponsists mainly of interest received from Pro-
vinces on advences made to them out of the fund and of such interest
as may be denved from invested capital. The charges against the Income
Account are chiefly payments of interest to the Central Government. This
account is also to be credited with gains or debited with loss on the
realisation or revaruation of securities in which any portion of the Fund
may be temporarily invested. :
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11. Contribution by Railways to General Revenues and amounts accru-
ing to Railway Reserve Fund.—The main points in the constitution of
#his contribution and of the Reserve Fund are:—

(1) In consideration of the railway finances being separated from
the general finances of the country, the general revenues .
reccive a definite annual contribution from railways which
ig the first charge on the net receipts of railways.

(2) The- contribution is based on the capital ab charge and working
results of Cormercial Lines, and is a sum equal to one per
cent. on the capital at charge of Commercial Lines (exclud-
ing capital contributed by Companies and Indian States) at
the end of the financial year next but one preceding, plus
one-fifth of any surplus profits remaining after payment of
this fixed return, subject to the condition that, if in any
year Railway Revenues are insufficient to provide the per-
centage of one per cent. on the capital at charge, surplus
profits in the next or subsequent years will not be deemed
to have acerued for purposes of division until such deficiency
has been made good. The interest on the capital at charge
of, and the loss in working, Strategic Lines are borne by

' general revenues ~and are consequently deducted from the

contribution so calculated in order to arrive ab the amours
paysble from Railway to general revenues each year.

remsining after this payment to general revenues

d to & Railway Reserve; provided that, if the
for transfer to the Railway Reserve exceeds

in any one year three crores of rupees, only two-thirds of the
‘excess over 3 crores is transferred to the Railway Reserve and

the remaining one-third accrues to general revenues.-

or Avoidance of Debt.—This head

(8) Any surplus
ig transferre
amount available

19. 21—Appropriation for Reduction °
is intended for the record of appropriations from revenue for redemp?mn
of debb of the Central and Provincial Governments. The amounts debited
4o the head ‘Sinking Funds’ represent specific appropriations for regularxy
~constituted Sinking Funds or Depreciation Funds for the redamption of
Toans raised by the Centrsl and Provincisl Governments, while the debits
under ‘Other Appropriations’ represent appropriations f°r,, mductl'on'or
avoidance of débt otherwise than by means of regularly oonstltuteq sinking
funds. The amotints ave debited to this head by per conira oredit to the
“Deposit head ‘Appropristion for Redyction or évoid'gnce of Debt:, which
ia debited with charges connected with the redemption of debt either ‘by
Ppurohsse nd cancéllation.or by direct discharge.. On sctual cancellation
K@t efok, the nominal value of thé tanpelled securities is written off the

L;‘,V‘Debﬁ Aoccount. ‘ ‘ _ . |
A ;ﬂie;,shhema ‘;b{,‘dbbt' redemption adopted by the Government of
8 dor the five years 1925.98 to 1929-30, the anpual charge against

v
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Central Revenues for the purpose of making provision for reduction. and
avoidance of debt is made up of—

(a) a sum of Rupees 4 crores, and

(b) such additional sum as is equal to one-eightieth of any excess
in the total of the debt outstanding on the 81st March of the
preceding year over the total outstanding on the 81st March
1923.

For the purpose of this scheme, the total debt outstanding on the 8ist
March 1928 has been taken as Rs. 8,48.78 crotes, made up as shown below
and the total debt outstanding on the 31st of March of any year subsequent
to 1928 is such total as may b. cert!fied by the Auditor General in I.dia
to be the total arrived at by applying similar calculations for subsequent
years :—

(Figures are in crores of
rupees, sterling amounts
being  converted at

Rs. 15 per £,)
31st March 1923.
Rs. Rs,
Rupee Debt exclusive of Treasury Bills in the
Paper Currericy Reserve . . . . 3,61°42
Sterling Debt . . . . . . . 3,6395
Unfunded Debt . . . . . . A 82-58
Capital value of the liabilitie: undergoing redemp-
tion by way of terminable Railway annuities . . 9197
’ ——— 8,79°90
Deduct— °
Discount included above but separately provided
for . . . . . . . . 8:23
Advances to Provincial Governments other than
those representing Pre-Reform Irrigation
Debt . . . . . . 24-89
— 3312
8,46:78

The obligatory charges against the annual provision for debt redemption
are . —— L

() Railway Sinking Funds now in cperation,

(b) Depreciation Funds of 1} per cent. on the 5 per cent. Rupee
Loans of '1929-47 and 1945-55,

(c) the capital portion of Railway annuities, and

(@) the ca.pital portio’n‘ of the annual payment- in redemption of
India’s outstending liability in respect of British War Loan.

Fanmine Relief”’ under the major head
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The balance, if any, may be applied towards the avoidamce of wew
borrowing or the reduction or repayment of such other debt ag:the Governor:
General in Council may think fit. Should, however, the total of the first
four items exceed, in any year, the amount prescribed, the balanee i3 to
be charged to Capital.

18. Famine Relief Fund.—Under the Statutory Rules framed under
the Government of India Act as they stood up to 1927-28, each Provincial
Government was required to contribute from its resources a fixed sum
every year for Famine Insurance. The annual contribution was devoted
in the first instance to outlay on the construction of protective works and,
if necessary, on relief measures, the sum not required for these purposes.
being utilised in building up a Famine Insurance Fund. The balance at
the credit of the ftind was regarded as invested with the Central Govern-
ment which paid interest on it, and it was available for application, when
necessary, to any of the objects mentioned above and also to the grant
of advances to cultivators. :

These annual appropriations to the Famine Insurance Fund were.fzredm-
ed to & scparate head, “‘Famine Insurance Fund”, in the Debt section by,
debit to the head ‘‘43-B—Transfers to Famine Insurance Funds’ in the
Revenue section of the accounts. On the receipt side, the head recorded
the transfer from the Famine Insurance Funds of sums required to meet
famine outlay or outlay on Protective Works, the. expenditure.therfafrpm
being included under ‘‘Famine Relief’’ or ‘“Irrigation”’ alqng with similar
expenditure from current revenues. The balance ab credit of the Fund.
could be devoted to expenditure chargeable to revenue, as well as to advances
to cultivators which are brought to account in the Debt section of the
accounts.

The censtitution of the Fund has undergone a radical change with effzct
from the financial year 1928-20. Under the new regulations the Fund has
ceased to be an Insurance Fund. It is now called .the *'Famine R_ellef
¥und”’ and will provide, as its main and primar'y object, for expendlh‘n'e
on Famine Relief proper, the word Egm,hq;pg‘held' to cover famine
due tc drought or other naturat™ calamities. Ac_cbrdmgly, the annual
assignment from revenue, ag Well as¥the balances in the 'I\h_}ld till they
exceed s certain prescribed smount, will not be expended , save upon the
rclief of famine. Loans to cultivators will not be granted from the new
Famine Reélief Fund direct, Yut the Fund may advance money for finane-
ing the Provincial Loan Adgount if and when its bals;nce. 9§f;eeds the
presceribed minimum, The ba}qqe at credit of the old Famine’ Insurance

" Fund on the 81st March 1928 ha$been transferred to the ngﬁf‘Fund.

i i lief of famine is debited-fo the head “‘A’—
All direct expenditure on relie o A . whilo. the wm
i to the Fund is

expended bal ¢ the annual assignments transferred .
dell;itx;de to %Ec'i?razsfer to Famine Relief Fund under that major he?.d.
Tranefers from the balance of the Tund for expenfiiture on Famme.Rehef,
on protective, Irrigation Works or, when permissible, on other objects of
» capital or revenue nature are credited to the head CXXXIT—Transfers
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from Famine Relief Fund”’, in the Revenue Section of the accounts, The
actus] expenditure on famine relief or other objects met out of the Fund
is brought to account under the appropriate major heads in the Revenue
section or, in the case of expenditure normally chargeable to a capitul
head outside the revenue account, in the Capital section of the accouns,

interest payable by the Governme
is adjusted in the accounts of the
on other obligations—Interest on
same way, the interest payable b
to the Provincia! Loan Account
the provincial section of the aceoun
cn advances from Famine Relief
Account”’.

Central Government under ““20—Interess
Famine Relief Fund Balances”. In the
y the Provincial Government on advances
is charged to the same major head in
ts under a separate minor head ‘‘Interest
Fund for financing the Provincial Loan
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