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Proceedings of the Madras Government, Financial Department,
26th September 1860.

No. 66. Read the following Extract from the Proceedings of the Government of India, in
the Financial Department, dated 18th August, 1860, No. 7,377.

Read again the Financial Resolution, No. 27, dated the 7th April 1860, relative to the new
system of Estimate, Budget, Accounts and Audit for India.

Read again the Financial Resolution, No. 39, dated the 11th May 1860, appointing a Com-
mittee to report on the manner in which the principles of the new system mentioned above can
best be carried out.

Read the following Report submitted by the Committee, No. 1, dated 30th July 1860, and
its enclosures : —

In forwarding, for the consideration of Government, the following report on the manner in
which the principles of the English system of Estimate, Budget, Audit and Account, can best
be carried out in India, we think it necessary, in the first instance, to offer a few remarks on the
systems existing in the two countries at the present time, in order that the differences in the
systems may be fully and correctly apprehended, and that it may clearly be understood on what
points the present Indian system is deficient.

ENcLisH SYSTEM.

2, Under the system of Financial control which exists in England, the State expenditure is
classified under two main headings, namely : —

1st. That which is known as charges on the Consolidated Fund under Act of Parliament,
and which having the authority of Parliament, so long as that authority endures, does not require
further annual sanction ; and on account of which the Treasury makes payments, quarterly or
otherwise, in virtue of the above authority,

@wd. - That pertaining tn public dopartments, which is variable in its nature, and for which
Parliament only gives sanction by votes, from year to year; and which is known as the voted
services.

3. The 1st, a permanent class of expenditure, is for the following services : —

ls¢. Funded Debt.,

2nd. Civil List.

3rd. Annuities and Pensions,

4th. Salaries of certain in dependent Officers, Judges, and the like.
5th. Courts of Justice.

6th. Miscellaneous, such as interest on certain For eign loan, compensation, &c.
These charges then continue payable, from year to year, according to the terms by which they
were made, without any renewal of Parliameatary authority. :

4. The 2nd, or annual class of expenditure, is for the following services :—

1st. The payment of the Unfunded Debt (Exchequer Bills).

2nd. The Military Forces.

3rd. 'The Naval Forces.

4th. 'The Collection of the Revenue,

5th. The Civil and Miscellaneous Services.

5. For these, then, votes of the House of Commons are required annually.

6. The foundation of the expenditure for the voted services for the financial year, consists
of estimates for the extra charges classified under four main headings, namely :—
1. Army.
2. Navy.
3. Revenue Collection.
4, Civil or Miscellaneous.
These estimates are framed in the respective departments, and are submitted to, and sanctioned
by, the Treasury, before being presented to Parliament.
7. As soon as Parliament meets, a Committee of Supply of the whole House is set up.
This committee is fixed for certain evenings of the week, throughout the whole session.
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and the like, by making transfers from the cash account of one to that of the other. He collects
the receipts of the several departments, and carries the amounts to their credit accordingly
T'hus the amount of cash passing actually through his hands is not great, i

] t compared with the
magnitude of'the transactions.

29. In the Military and Naval departments, the Pay Masters transmit their accounts, with
vouchers and authorities, to their departmental superiors, who examine the same, and’ wfiop
examination, transmit an abstract of the accounts, but net the accounts themselves, {o [}le,/jud;t
Board in London. In the Civil department, the Accountants transmit their accounts in the bullk
together with all vouchers and authorities, to the Audit Board. §

30. The pecuniary affairs of the Naval and Military services having so many ramigecations
could not be efficiently audited, unless the whole of the monies received by these great d; Asik
ments were traced, step by step, from their origin to their final record under their appro I,i t;
heads of service. This detailed examination is conducted in the departments themselves feh:
the expenditure is incurred, and upon the original books in which they are l'ecozded.’ Thri(:
scrutiny does not wait till the close of the year, when the result of the expenditure, as com-
pared with the votes, is known ; but is concurrent with the daily progress of the tra,nsaction )

Y ;

and every disputed question is discussed and settled before the final completion of the year's
account.

31. Positive rules are prescribed by which the Civil accountan i
ts are t ]
duties. The following will be among the chief of these :— e ey

Cash book to be kept according to a form. This is to contain the whole ot Ye
Accountant’s receipts and payments ; and every item, whether of receipt or payment, is to be
entered in the Cash book, on the day, and under the date of its actual occurrence, 'I:his Cash
book is to be balanced on the last day of every month. and a copy of the same, together with
all the documents and vouchers, is to be sent to the Commissioners for auditing publ?c Eccauﬁié,
within the month following that in which the expenditure has been defrayed ; and every item,
whether of receipt or payment must be entered daily in its actual order of occurrence, so that
the balance in the hands of the Accountant may be ascertained at any time by abating the total
on the credit side from the total on the debit side. A

32. A certificate of the balance remaining in the Bank to the credit of the Accountants
. - ,
on the last day of each month, must be delivered with each monthly account.

33. The cash account must be accompanied by a classified abstract, containing the totals *

of the monthly receipts and payments under their several heads of service.

34. Every Accountant is to furnish to the Commissioners of Audit, in the month of April
of each year, an “ Annual Abstract Account” made up to 31st March, comprising, on the debit
side, the heads of receipts, and on the credit side, the heads of payments,

35. The Accountant is to transmit to the Audit office his Bank Pass Book, with the last
monthly account of the year.

36.  The accounts thus rendered are audited and checked by an Audit Board in London.

37. This Board consists of five Commissioners - independent of -BExecutive Government,
3

and responsible to Parliament. They hold their offices on the same tenure as the Judges.

38. The Commissioners of Audit are to examine the accounts transmitted to them, and in
relation to their account to call for any document, or examine any person on oath as they may
think fit. When this shall be completed, they transmit the account to the Treasury. The
Treasury, if it approves the account, will authorize the Commissioners of Audit to sign and pass
it. Assoon as any account has been thus passed and signed, a certificate of discharge is pro-
vided to the Accountant. As a rule, no such article of discharge is allowed, without a written
voucher. But in certain cases, where public inconvenience would arise from the transmission of
vouchers, the Commissioners of Audit may dispense with them, on the prodl;ction of statements

signed by the head of the department, on account of which the Payments were made, or of the
warrants, bills, orders, or other usual authorities.

S e
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39, Any Accountant dissatisfied with a disallowance ordered by the Commissioners of Audit,
may appeal to the Treasury. The Treasury may, by a warrant, order the disallowance to be
removed. But with regard to sums allowed by them to an Accountant’s credit, the decision of
the Auditors is final. They are to decide, whether the payments are properly authorized and
vouched ¢ if they consider that the payments are so, then the Treasury cannot order the amount
to be disallowed. In the preparation of the accounts, the Auditors are absolutely free in the

exercise of their judgment; being bound only
Vide App., 25 and 26 to Evidence taken by by the provisions of the statutes under which
Committee on Public monies. they act. The Treasury cannot issue directions
. to them as to the mode in which an account
should be audited. Much constitutional importance is attached to this freedom of judgment.

40. The Commissioners of Audit allot among themselves the various branches of the pub-
lic accounts. They sit in Committees of two; the Chairman often presiding: they have a
Secretary. Each Commissioner then has his own department: under him there are two or more
Inspectors to superintend the examination of the accounts: and under each Inspector there are
several Examiners. One Inspector, with a staff of Examiners, is detached from the Audit
department, to examine the accounts of the Navy, Army, and Ordnance departments, which, as
previously explained, do not send their accounts, in extenso, to be audited. This special esta-
blishment, working under the Audit Board, does, dayafter day, examine the accounts of these
departments, and mark them off, as correct or otherwise.

41. The Secretary is to keep up a general register of accounts received in the office of
the Audit Board. From this, a monthly Abstract is to be prepared, exhibiting the title of every
acconnt ; the date up to which it has been received in office; the date to which audited; the
number of accounts in arrear of delivery into office ; and the number of accounts in office in arrear
of audit. This return, so important for ensuring the speed and regularity of business, is to be
presented to the Board, within six days after the expiry of the month. An abstract is prepared,
half-yearly, »f the accounts, for declaration before the Chancellor of the Exchequer. Then, there
are prepared for Parliament the following annual returns:—

1. Return of Account depending, up to end of February, each year.

9. Balance due to, and from, the Public on final account.

3. Return of Officers accountable to Commissioners of Audit.

-

42. The Commissioners of Audit annually prepare and lay before the House of Commons
a report, accompanied by a statement of every account audited by the said Commissioners during
the year to which such report may relate, together with a list of all accounts remaining unaudited
in the Audit office’: and in such report, the Commissioners shall call attention to any case in
which the directions of Parliament, with reference to any of the accounts included in the state-
ment, have not, in the opinion of the said Commissioners, been complied with.

43. The Inspector isto be responsible for the speedy and efficient examination of the
accounts under his charge. He must inspect each account, within one week after its receipt.
After inspection, he submits it to the Commissioner to whose department it is allotted.

44. The Examiner, when the account is handed to him, is to obtain from the Ledger-keeper
a certificate that the Accountant charges himself with the balances due to the public, and see
that the Accountant debits himself with all the sums with which he is properly chargeable. He
is to observe, whether the authority on which a payment has been made, is sufficient, and whether
the sum authorized to be paid, is properly receipted and vouched, and is accompanied by such
certificate, declaration, &c., as the case may require.

o
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45. It will be observed, that the audit conducted by this Board is of two kinds: First, e
APPROPRIATION AUDIT, for the purpose of trying whether the expenditure under each head of ser-
vice is within the limit prescribed by the Appropriation Act of Parliament : Second, Tug DETAILED
Avupir, to try whether all the accounts, both debit and credit, are technically and actually correct,
and whether each payment has been properly authorized and vouched.

46. The first head of audit is conducted by the Board, entirely in its own office. The
second head of audit is conducted in the Board’s own office for all accounts, save those of the

Army and Navy (which latter are the largest of all), and for the detailed examination of which,
the Board deputes an Officer to the department in question.

47. The leading principle which guides the Board of Audit, is thus described in a demi-
official letter, by their Secretary, Mr. C. Macaulay :— the Auditors should be bound to try
¢¢ the accounts submitted to them, by fixed rules: They should see that all sums with which
“ their Accountants are chargeable, are brought to credit; they should be bound to disallow,
¢ except in cases for which special provision has been made by law, all items of expenditure
¢¢ which are not properly vouched and properly authorized. The Principal Financial Depart-
“ ment (in England, the Treasury) should have the power of removing those disallowances, and
“ the Auditors should be bound to transmit all audited accounts to the Principal Financial De-
¢ partment, with such observations as would enable that department to decide as to the propriety
“ of maintaining or removing the aisallowances. It is, in short, the business of the Auditors,
“ without reference to any consideration of policy, or expediency, to give their decision on the
“ question of accounts submitted to them, in accordance with the ascertained requirements of
‘¢ regulations; and it is the business of the chief department of Finance to review, and,

4
“ necessary, revise the decisions in a spirit of fairness and equity.”

INDIAN SYSTINM,

48. Under the system prevailing in India, the expenditure may, as in England, be divided
into two main branches, namely : —

1st. Charges of a permanent, character, which having the sanction of Government

s are
incurred so long as that authority endures, and may consequently be looked up

on as “fixed
charges,” such as:—
1. Interest on Public Debt.
5

2. Civil Salaries and Establishments.

Military Pay and Allowances.

e

Pensions and Annuities.

Payments to Foreign Governments.

s o

B

Donations to Service Funds,

&c. . &e.

2nd. Charges of a temporary or casual nature, or charges which are subject to variations,
such as:—

1. Contingencies. !

2. Temporary Establishments.
3. Cost of Stores.

4. Repairs of Buildings.
5. Passage money of Troops.
6. Extra Batta,

&e, &e,
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49. Both classes of expenditure are included in the estimates, which, like the English

i i i i { Govern-
Estimates, are in considerable detail, and which are submitted for the consideration o G
‘ 5 ;

ment, at thyee different periods of the year.
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finally submitted to the Financial Department of the Supreme Government, where they are seruti-
nized and consolidated into one general estimate for all India,
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