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PREFACE TO THE 1929 EDmON 
The constitution and control of the Central Public Accounts Com-

mittee as laid down in Rut_51 and 52 of the Indian Legislative Rules 
made under Section 67 (1) read with Section 129A of the Government 
of India Act, 1919 are as follOW'l:-

51. (1) As soon as may be after the commencement of the first 
session of each Assembly, a committee on Public Accounts shall, sub-
ject to the provision of this rule, be constituted for the duration of the 
~embly, for the purpose of dealing with the Audit and Appropri-
atIon Accounts of the Governor General in Council, and such other 
matters as the Finance Department may refer to the Committee. 

(2) The committee on Public Accounts shall consist of not more 
than twelve members including the Chairman, of whom not less than 
two-thirds shall be elected by the non-oftlcial members of the As-
sembly according to the principle of proportionate representation by 
means of a single transferable vote. The remaining members shan 
be nominated by the Governor General. 

(3) Casual vacancies in the Committee shall be filled as soon as 
possible after they occur, by election or nomination in the manner 
aforesaid according as the member who has vacated his seat was an 
elected or nominated member, and any person so elected or nominated 
shan hold office for the period for which the person in whose place 
he is elected or nominated would, under the provisions of this rule, 
have held office. 

(4) Of the members e1ec:ted at the time of the constitution of the 
Committee not less than one half, who shall be elected by lot, shall 
retire on the expiry of one year {rom the date of their election and the 
remainder shall retire on the expiry of the second year from that date. 
The vacancies thus created in each year shall be filled as they arise by 
elections held in the manner aforesaid and the members so retirinc 
sball be eligible for re-election. 

(5) The Finance Member shall be the Chairman of the Committee . 

• • • • • 
52. (1) In scrutinising the Audit and Appropriation Accounts of the 

Governor General in Council t it shall be the duty of the Committee 
to satisfy itself that the money voted by the Assembly has been 
spent within the scope of the demand granted by the Assembly. 

(2) It shall be the dutv of the Committee to bring to the notice 
of the Assembly- .. 

(i) Every reappropriation from one grant to another grant. 
(ii) Every reappropriation within a grant which is not made in 

accordance with such rules as may be prescribed by the 
Finance Department. 

(Hi) All expenditure which the Finance Department has re-
quested should be brought to the notice of the AfSelDbly. 

66 C.A.G. I 



( ii ) 

In preparing this Epitome of the Reports from the Central Com-
mittees of Public Accounts from 1923 to 1927 it has been my aim to 
adhere as closely as possible to the principles observed in the Englisb 
Epitome. I reproduce below an extract from the preface to the 1911 
edition of the English Epitome:-

olIn the new volume it has been my aim to include: . 
(1) All recommendations on questions of principle afteeting 

Accounts generally, if still m force. 
(2) Recommendations afterwards amplified or amended only 

when it seems desirable to illustrate the historical develop-
ment of a principle. 

(3) Recommendations relating to particular accounts only 
when necessary to explain the form or contents of the 
current estimates or accounts. 

The Reports are arranged in chronological order, but paragraphs 
quoted at length or fully sUmmarised in a later Report have, as a rule. 
been omitted from the original Report. 

The various sections of the Reports are immediately followed in 
italics by the comments and decisions of the Treasury on the points 
discussed, the dates of the Treasury Minutes being shown at the head 
of each Report." 

In this Indian publication the Resolution of the Government of 
India, Finance Department on the Central Public Accounts Com-
mittee's Reports take the place of the Treasury Minutes referred to 
in the English Epitome. When orders independent of the original 
Government of India Resolutions are subsequenUy issued these in-
dependent orders are quoted as foo~notes anel the more important nf 
them are reproduced in italics. Unless foot-notes to the contrary 
appear, the main points have been dealt with in the original FiDaDcoe 
Department Resolution. Some of the important papers which have 
appeared as appendices to various reports of the Public Accounts 
Committee have also been included. 

M. F. GAUNTLETT. 
Auditor General ita I .... 

Nzw Da.Ju; 

The 12th FebnuJ'1I. 1929. 



PREFACE TO THE SECOND EDmON 
'nle object of this Volume is to bring the edition of 1929 up b 

date. It includes the more important recommendatioDs of the Publie 
Accounts Committee in its Reports up to 1950, based on its scrutinY'" 
of the Appropriation Accounta for the years ending wBh the· 
Accounts for the period 1st April to 14th August 1947 i.e. up to the 
tran$fer of power. The scope of this edition has purposely been: 
limited to this period 80 as to cover the entire accounts of the un-. 
divided India. 

2. The method of selection and arrangement adoC= in preparing~ 
the 1929 edition has been followed. An dort has made at the-
same time to retain in this volume only matters of permanent and. 
practical interest in the light of the major eonstitutiODal develop-
ments of the recent ye81'8. As the work proceeded, however, it was: 
found that the bulk of the matter in the first edition continues to be· 
of practical interest even now and therefore Dot much of it has been. 
omitted from this volume. 

3. Up to the year 1921-28, the Government was issuing aD omni--
bus Resolution containing its orders OD the recommendations of th~ 
Committee included in a year's report. From 1928-29 ODwards the· 
issue of the omnibus Resolution was discontinued and the Govern-
~nt adopted the system of issulDg separate orders on each of the-
recommendations. The paragraphs of the Resolution or the ordem of" 
Government on individual paragraphs are reproduced in the Epi. 
tome below the relevant paragraphs of the Report in italics. 

of. Throughout the period covered by this Edition~ the constitution 
and control of the Public Accounts Committee (reproduced in the· 
Preface to the First Edition) as laid down in Rules 51 and 52 of the-
Indian Legislative Rules under Section 87 (1) read with Section 
t~A of the Government of India Act 1919 continued to remain in 
force, sinee the Indian Legislative Rules were valid even after the-
Government of India Act 1935 came into effect by virtue of Section 
38 (3) ibid. It is relevant to mention that since 26th January 1950' 
when the Dnf Coustitution of India came into force, the constitution 
of the Public Accounts Committee has been altered and its powers· 
amplified from time to time by the Speaker of the House of the-
People in exercise of the Powers conferred on him by clause (2) of" 
Article 118 of the Constitution. The more important changes intro-· 
clueed in the existing Rules of Procedure and Conduct of Busineas· 
aftectin, the Public Ac:counts Committee as in the Third Edition of 
MRuin of Procedure aDd Conduct of BuaiDess in the Bouse of the' 
People" are reproduced below:-

237. (1) There shall be • Committee OD Public Aeeounts for the. 
examination of accounts abowIDg tile appropriatiOD of ~ granted 
by the House for the ~ture of the Government of IDdia, the-
aJUlual FiDance AceouDta of the CeDtral Government and such other 
aceounta laid before the Bouae as the Committee may think It. 

(2) In serutlniliDi the AppropriatioD _~ceounta of the Govem-
ment of Indla aDd the report of Die Comptroller and Auditor GeDerai 

( iii ) 



( iv ) 

thereon, it shall be the duty of the Committee on Public Accounts to 
_tisfy itself- ; 

<a) that the moneys shown in the accounts as having been 
cUsbursed were legally available for aad applicable to the 
service or purpose to which they have been applied pr 
~~; . 

(b) that the expenditure conforms to the authority which 
governs it; and 

(c) that every reappropriation has been made in accordance 
with the provisions made in this behalf under rules framed 
by competent authority. 

(3) It shall be also the duty of the Public Accounts Committee-
(8) to examine the statemeDt of accounts showing the income 

and expenditure of State Corporations, Trading and 
Manufacturing Schemes and Projects together with the 
balance sheets and statements of profit and loss accounts 
which the President may have required to be prepared or 
are prepared under the provisions of the Statutory rules 
regulating the financing of a particular corporation, trad-
ing concern or project and the report of the Comptroller 
and Auditor General thereon; 

(b) to examine the statement of accounts showing the in-
come and expenditure of autonomous and semi-autono-
mous bodies, the audit of which may be conducted by the 
Comptroller and Auditor General of India either under the 
direetiOftS of the President or by a statute of Parliament; 
aDd 

(c) to consider the report of the Comptroller and Auditor 
General in cases where the President may have required 
him to conduct an audit of any receipts or to examine the 
accounts of stores and stocks. 

(4) H any money bas been spent on any service during a ftnancial 
year in excess of the amount granted by the House for that purpose. 
the Committee shall examine with reference to the facts of each cue 
the circumstances leading to such an excess and make such recom-
mendation as it may deem fit. 

238. (6) (a> The Chairman of the Committee shall be appointed 
by the Speaker from amongst the members of the Committee . 

• • • • • 
(10) The Committee may hear otJic.ials or take evidenee connect-

ed with the 8CCOlmts under examinatioD. It aba11 be in the diacreUoll 
of the Comndttee to treat any evideuce tendered before It as Iecret or 
confidential. 

NEW DzLJU; 
The 13th AuguIt, 1954. 

V. NARAHAlU RAO, 
Compet oller aM Auditor GeMral of lftdia. 



UfOR't 011 ACC01JJrlS I'OJl 1t21 .. 22 

REPORT 01' '.l'BE CENTBAL PUBLIC ACComrrs COMIIITt&I! 
OX THJ: ACCOUN'rS I'OR THE YEAR 1121-22 . .. ' 

Govemmeat 01 fadi4, Fu..ce ~ .RaoI8tioa No. 37-A .. 
Deted tIN 15th. JanUlU1l, .lN4. 

CIumges of e~tiotr, dtIriAg the yeaf'. 

R. 8. In IIWIY of the eases where the accounts showed that the 
actual expenditure bad exceeded the grant sancticmed, we found that 
the exeesees we~ JIlOl't! apparent thaD real being due to one or both 
of the following causes:-

(i) • ebanIe of claasifieation in tbe aceouDts iDtrodueed after 
the demnds were pawed whereby the expemdfture .... 
eceowated for UDder a head otlaer the that UDCIer wbteh 
funcla had been provided for it; the most striking iDstaDee 
of this being due to the decision to show 'loss on exchange' 
UDder the various heads of expeadituft, iDstead of UDder 
the teparate bead 'beba".' where 103 lalrba had been 
provided for it. 

(U) • • • • • 
R. t. The eomplleaUom arlIiDg from the ehaDge of cJMSlfieatioD 

during the course of the year under the head "Exchange' will Dot dis-
turb the 19ures ill future. As a matter of priDeiple we depreeate 
eftect being given 1D the middle of the year to changes in classifica-
tion of expenditure and of methods of accounting and trust that 
such changes will rarely, if ever, be made in future in the course of 
the account year. 

5. TM priftCipJe of tJ.iI ~ is accepted btl the 
Gooerrtmeft.t, uiz., th4t ftO ehtraga itl c~ .hould onfiftarilt/ 
be made- 1Dhich 1DiU haN tile e(Ieft of aecmtAtiwg 10f' e:rpertd~ 
"Mer Q Mcd other tho. that i1t tohich fuw hcavfp beeR provided for 
it. 

-NOTI:-". is anumcd to IIIeIlll durinl the c:oune of. Fmmdal year. 

S« P.A.C. J9.16-27. Rl2:~J) and £.n 1941·~. R. 19. 

Expenditure in England. 

R. 10. • • • • • - • We are not quite convinced, however. of the 
necessity or suitability of separate grant for expenditure in England 
and suggest that the Government of India should consider the advis-
ability of bringin" the expenditure to account in India under the 
various demands mto which it is at PreseDt sub-divided, thereby 
enabling the true expenditure on a given service. whether incurred 
in India or In England to be ascertained at a glance. 

Non:-See P.A.C. r92-2-23. R14 to 26 and for 192.4-25. R. 48. 



Jl&POIlT Olf ACCOmrrs FOR 1921·22 
Ezcess CClused btl ,.eduction of origiMl gnlftt. 

R. 12. In our examination of the accounts of 1921-22 we have been 
:struck by the fact that in many cases the actual expenditure though 
in excess of the final net grant and technically requiring to be re-

.gularised was within the original grant sanctioDed by the A S8eDlbl y . 

. Apart from variations due to this cause under minor heads. we have 
noticed that under six of the demands (viz., Taxes on Income, Irriga-
"tion and Waterways, Administration of Justice, Mines, Education and 
:Miscellaneous Departments) under which there are excesses as 
.compared with the final grants, the expenditure has fallen short of 
the original grants; and, in six more, (viz., Land Revenue, other 
.Scientific Departments, Public Health, Civil Works, Superannuation 
Allowances and Miscellaneous) there would have been DO excess but, 
:1or reductions sanctioned by the Assembly in passing the ft.Dal SUP-l 
plementary Demands placed before it by the Government in March. I 

R. 13. We understand that this somewhat curious result is due to 
"the existing practice of basing the flDal voted grant. for the expendi-
ture of the year OD the reviaed estimates of exPenditure prepared by 
·the Finance Department in connection with the next year'a Budaet. 
-the original grants being supplemented or reduced under eacb 
:separate head with the sanction of the Aaembly. The Accountant 
General, Central Revenues, and the Auditor General have pointed 

-out that this method is both inconvenient aDd inaccurate. In the year 
under review, the final supplem_tary demands were passed by the 
Assembly on the 11th March 1922, ana reductions made could not be 

.. communicated to the spending ofBcers till some time after the clOlie 

. of the year. As a result. there were many cases wbeft the expendi. 
-ture had been kept by the disbursing officers well within the origiDal 
grants of which they were cognjsant, but proved to have exceeded 
-the final reduced grant of which they were informed only after the 
·close of the year. 

R. 14. In order to avoid this diftlculty it has been suggested that 
-the supplementary grants and reappropriations from one head to 
..another when presented to the Assembly should Dot be based on the 
revised estimates at all; but should be framed in full CODSultation 
with the administrative authorities. the authorities actually respon-
l;sible for the expenditw::e being given the fullest opportunity of ex-

pressing their views in the matter. This procedure, if feasible, might 
solve the difficulty but would, in our opinion, if extended to reap-
"propriations inevitably prove very inconvenient as it practically 
involves the setting of the full budget machinery of the Govern. 
ment of India in motion twice over for this purpose. 

R. 15. The other suggestion put before us, which we favour t is that 
~o reappropriations should be proposed in placing the supplementary 
grants before the Assembly. A saving under one head Is by ltaeU DO 
justification for an excess under another; and from the point of view 
·of parliamentary control of expenditure, it is obviously undesirable 

\ 1:0 encourage under-spencUD~ under ODe head with a view to over-
-spending under another. If reappropriatioDl from ODe demlDd to 
another were treated as a matter of course, there would be a great 
-temptation to keep a margin of possible savings under some heacla 
when preparing the budget. 



RDOaT Ole ACC'011J1T8 I'Ol\ 1821-22 3 
R. 18. If this suggestion were adopted, the Government would 

"lace before the Al8embly, in good time before the close of the ftnan-
dal year, a statement showing under what demands an excess in ex-
penditure wu necessary or creakable and would uk the Assembly 
for supplementary grants for these excesses. The Assembly would 
net be 8akec:l to sanction a reduction in any grant already made, but 
it would be the duty of the Government to point out at the same I 
time what savings were, on the best information available at the\' 
moment. likely under other demands and to place before the Assem~ 
any other facta such as an increase in anticipated revenue. w . 
would affect the closing balance of the year. 

R. 17. The chief advantage of this system would be that the 
Assembly, when asked for a supplementary grant. would have placed 
before it demands based on the representations of the administrative 
departments actually responsible for the expenditure and not OD 
estimates of probable ~ture prepared mainly by the accounts 
oftlcers and the Finanee ent. It is easier to enforce the 3-
ponaibillty of a spending 0 eer if he exceeds the estimates for whi 
be is himself responsible than if he exceeds estimates be knowat 
Ilothing about. 

R. 18. We consider that this procedure will avoid most of the difB-
culties experienced at present. It may be argued that the actual re-
duction of a grant under any particular head may be of use in check-
ing expenditure under that bead. But, apart from the fact that the 
Assembly is not itself in a position to foresee sa~' under any 
bead, and that it must depend on estimates furnished the execu-
tive Government. it is not difficult to see that an a reduction of 
expenditure can follow only if the saving is foreseen long before and 
the reduction in the grant communicated to the disbursing officers 
early enough.. ThJs, we are assured~ is, in most cases, impracticable. 
as the total saving which may be foreseen bas to be distributed under 
clifterent sub-heads and communicated to various disbursing authori-
ties. Most. if not all, of the advantages of an actual reduction of the 
grant can be obtained by the issue of orders to a Department to 
underspend its grant to a certaln fixed extent. A grant cannot be ex-
ceeded without the sanction of the Assembly, and it ought to be the 
duty of the Finance Department of the Government when. during 
the course of the year, it becomes apparent that unexpected savings 
can be anticipated under that head, to fix a lower maximum to the 
apending department, any excess over which should be dealt with by 
departmental action if no sufIlclent explanation was forthcoming. 
Such an excess should be reported to the Public Accounts Committee 
by the Auditor General. [See P.A.C. 1921-~ R21; 1923-24, RIO and 
R16 cmd for 1925-26. Rl2.] 

R. 19. WbeD this 1)iItem Is iD full working order, excesses ought 
Dot to occur in any but extraordinary c.ircumstaDces. But if after the 
aeoounts for the year are closed, in spite of all precautions. the total 
annt under any demand has been exceeded. the excess ought to be 
regularlsed by a vote of the Assembly. The excess would naturally_ 
be examined, in the ftrst iDstaDce, by the Public: Accounts Committee, l 
and III ma~ a demand for an e'XceII grant. the Govemment would \ 
place before e Assembly any recommendation that the CommtUee \ 
might desire to make. [See P. A. C. 1923-24, RIO.) 



4 MPcJlfI Off ACCOUM'S "* tHl .. 2Z 
7. Tle ~ rt07' aenercr ift CotmeU aeeept6 fvlItI the prOCf!d",. 
~ by the Public Accouftw COMmtHft ift ...apeet of ..,. 
plementaTfl graftts tmd ucenes in e:ependitufe. 

Notc:- For R-J6-r9 see P.A-c. 1933-)4, RI-u. 
It has since lMen cledded UIat. pant oace weed CIIIlIlOC be reduced ." ., 

authority vUR Govcrmaenr of India, Jlbuuace DeplrtmClll. letter No. D./~ Ba • dIIed 
the 14th july I9ZS. [See alto R.1l-9 (ii)/193C>o]J). 

Letter No. D./~Ex., dated the 14th July 1825, from the Go .... -
ment of India, Finance Department. 

I am dif'ected to ,-efer to fIOUf' lmer No. 5535-8., dated tM 2nd 
Jifaf'ch 1925, in which the follotoiftg questiou "JOe f'Clued: 

(1) Whether the Legi8lative CouftCil ca., Oft it. oum MOtion. 
Teduce " {lTl1nt once voted. 

(2) Whether the ezimng practice of the Puftjab Gov,,,.,,..., 
in mooing token detnm&da for the mcreo.e of OM ".ftC ." 
the !'eduction of the other u m order. 

2. As TegarcU (1) I am to sa.y that once a demGnd ha been vo&ftl 
bfJ the Legislative CouftCil there is flO pro1riIioft eitMr in tM GOHnt-
ment of India Act or in rules tRtJde fhereu,ftder 1Dmcm pel tt.au of tM 
grant beitlg !'educed on the motion eithe!' oj the Govemmet\t or of CI 
f&01W)tJicial Member. 

3 .. As !'egaf"ds question (2) the Government 0/ India con.ric:ler thnr 
the procedure is iTreguIar, not bem",e there 11 b1l implication 4 re-
duction of a grant, 10T thne is no actucd motion /OT reduction. btlt 
because the Government of the Punjab, in moving II token Utnau. 
(Uk for a sum which is Zess than the .u.m actu4U1I requir,d and the 
Legislative Council in adopting the motion J1T4nU venniuion to the 
Government to spend an additional or ..... ppwmemary sum which u 
less than the sum which the Government pr~.e. to 1pefId. TM 
clear implication of the Legislative ruLes relating to supplement4'11 
01' additional grants is that the demand fOT any such grant must be 
fOT the actual sum required. 

4. Apart from this iTTegularity, there are, in the opinion of ""-
Government of India, disadvantages arising out oj " proced"re u"",," 
which proposals fOT re-appropriation are placed be/ore the Legi.tla .. 
tive Council. In this connection I am to refer to pa7"tJ.{1raplu IS-II 
of the report of the Public Accounts Committee on the accounu oJ 
the Central Government for 1921-22. FollOWing the recommendation 
made by the Committee the Government of India ftC) longer a.sk the 
Assembly to vote a reduction of an existing grant. 

Fixi'llg responsibility for exces" •. 

R. 20. Before leaving this part of the subject we desire to draw 
attention to the importance of impressing upon the actual disburslnc 
officers the absolute necessity of obtaining funds from the Assembly 
before in~urring expendi~ure on voted heads, for We feel that this was 
not. sufficlently re~d In the year 1921·22. Ca.t;eS have come to our 
notIce where expendIture has been incurred which could, so far u 



B. At ha 4lready been pointed out, the quation of tJl4kbag CI pear-
ttculGT oflicer rapouible /or upend.",,.. ".,..,. each tH)te tmd oj the 
MeGlKTU to be cake" to make lUCIa • 4.m.e aN alftGdy 
undeT iln'e.rigation. The quenion of ccmt1'ol ..... Of liMifillq 
Jft01&eII iuueI wiU alao recei.,. C4Teful ation. btlt m 1M 
afnence oj 4 'IIdftn· of cemJ't&1 iuuu fIB in the Uaited Kitagdotn. a 
IOlution is not fUUJI. DUburlemeftb trom CenlTol Reven.t&a mati 
occur in 4ft., oj ,he tt'eaauria in lui4 or in EtIfIlGnd ad ftIG1I be 
brought to acco"nt in the boob 0/ Any 01 the ProviRd4l ACCOIl1I.&8au 
Cietlerol or in the Home AccounU .. Ou 01 &he couequacu 01 the 
loTge number of clUbuTftllfl centTu iI that CICCOImU caaROt be abeo-
lutelJl up to date and it i6 ofUn not poaibJe &0 4ICertaiR at _!I ,..,.. 
men' tM e.xad ezpendit1U'e debitable to 4 pclTtieuJar vote. h, h0w-
ever. the totel grGnta voted by the A.emb11l CITe diltrikted 41'J'&OR4l 
VClTiou.s l'Ub-headland fuflda 4ft allotted ~lJl to the actual dis-
bUTAftg 4uthoritiel, the Goverwor General ill Couaca iI of opiaioa 
that some improvement mall follow if thue officers realise the abso-
luteneceuitJl of obCClining fundi /Tom the A.uembly where thciJ' 8CIRCw 
lion 18 tlft"e$lCl1"J/, and from the e.recutive GoHmmeat in ~ of 
non, voted items. before i1lCtUftng ezpmditure. ezcepC in circu~ 
"41l~. Of ft&Ch emergncy 4S to ;U$tiJv the incuning of voted expen-
dituTe before the neceaarJI vote can be obtaiMd from. the Auembly. 
The t~ario .... Departments Gf'e therefore directed to take the neca-
lIQry stept lOT th.1a purpo.e and to obtain the pretriDus approtXJl of the 
FinG'''.'''' ~t wftere for reG.tO'lU of ~ it u propoaed to 
iftCUl" voted ~.qN'ftCfiturc ift anticipation. 0/ a ftpplementGTJI vote.. 

Not~:- Sec PAC. 1921-2}. R9; 1~3""" bl • .2)-:, &Dd for 194$--46. R6-7 
and P 61. 

The ftna.1 orden on this '"hied arc to be fa.nd in para. 10 of {jo\'emmeIlt of 
India. FtaftC'~ Oqamnent, Retn. No. D.-t089!A. dated the 1st June 1926 (Sec pace 
" oack, ,.,.1I1Ph 26 or t92~·24-} 

PO'tOe'I Of ~ri4.tioft. 
R. 21. Our attention has been drawn to the question of the powers 

of t.he Go\.emment to reappropriate within the same de.mand. It ma~ 
be argued that as the Assembly in voting the total ~t und~ any 
demtnd grants the money for the purpo .. detailed m the esbmates 
pla~d before it. any important variations should be brought to the 
notice of the Assembly. When. for instance. lnoney voted by the 



~ RBPORT ON ACCOUNTS FOR 1921·22 
Assembly for one purpose is uWised by .Go~ent for another ,pur-
· pose not approved of, or perhaps specially disapproved of by It, it 
o may be considered that there should be some meaDS whereby the 
Assembly could be seized of it. At present the Fi.Dance Department 
'pf the Government exercise in theory absolute powers of reappro-
priation, and there are various other authorities which have certain 
restricted powers. We Dotice, however, that these powers of re-
appropriation are, in practice, largely modified and controlled by the 

· fact that all important items of new expenditure are placed before 
the Standing Finance Committee whether the expenditure ~ be 

o met by reappropriation or requires a supplementary grant. Qrdinar .. 
1y the executive should, it is suggested, have power to vary the ex-
penditure within a grant so long as they spend it within the p~ 
of the grant, and the remedy for preventing abuses of the powers of 

· reappropriation is to split up the vote where such abuses occur into 
o two or more votes. 
. 9. The Governor General in Council h4I carefully cofl8UUTed thit 
Question and agrees with the opinion ezpTeued in the wt .ntence 
0/ this paragraph • • • • 
.Thia ia not emly COft17ement ift practice, but strictly COlTect in theor, 
ofTom the ccmmtution41 poiftt 01 view u undeT Section 67-A (6) of 
-the Gooemment of India Act the Auembl1l aaeftts or refUle. iu 
-Weftt to the demand aa a whole; any reduction effected in a reduc-
oOtioft of the whole grant a.nd '0 long CII the ezecutive keept withi" 
°the tota.l grant, the Assemblv V fIOt concemed further with delew 01 
-the expenditure. Cases in which expenditure ia incun-ed for purposes 
-not approved of OT specially dwpproved of by the Auembly or the 
Standing Finance Committee tDoulct in the unlikelll event of their 

-- occurring at all. be brought to notice bJI the Auditor General in th~ 
Audit and Appropria.tion Reportl. 1ft view alIo of the ~ of in-

o ~ention of the Standing FinaftCe Committee. the Governor GeneY"41 
in Council is of opinion that unless the present procedure iI proved 
by experience to lead to eva.rion ot parliamentary control, ftO change 
is called tOT. 

Note:- See P.A.C. 1921-2.2, R18; 1922-2 J, RZI: J923-2004. R~ and fOf 
1926-27, R87. 

Splitting up vote,. 
R. 22. This brings US to the question _of parliamentary control over 

the lar~e sums voted ~der the heads fRallw.ays' and 'Posts pnd Tele-
graphs. In these partleular cases, we coDSlder that there is strong 

o prima tacie case for splitting up the vote and we recommend that the 
Government should consider, in consultation with its expert advise~ 
the most convenient method of placing the demands before the 
Assembly in order to make its control more effective. As regards the 
grant for Railways, it has ·been suggested that a separate demand 
may be made on account of each Railway. This would increase con. 
siderably the number of demands and might necessitate the allot-
ment of a longer period of time than is allowed at present for 'he 
discussion of the demands. An alternative suggestion is t~ h~ve 
separate demands for the various sub-heads into which the present 
head is sub-divided, but some of the minor heads will still run into 
manyaores. We are not at present in a position to express an opinion 

. ()D the matters. but recommend that tile possibility of sUb-division 
, , ()f the demands should be carefully considered. 0 



JUaIOIl1' Ott 1eeOtnmI roa 1921·22 ., 
10. The que.tion of lUb-divUion of the clemanda unclet- Pom cmcJ 

Te1egnlpM toiU be couiderecl cmd ';f Clnll cUte7"ation " lound feuible, 
it will be ¢.ven effect to " .000 "pouible. The 8imilaT question jft 
t~e CG.Ie Of Ra~wall. mun. be couideTed in connection. with the qua-
. tlOft of HptlTcmng the RailwClll Budget from the OTdiftC1f1l Budget. 

Not~:- In 19~. the Railway Board. in con.ultation with the Ymance Depart-
-aent and the Auditor General, tub-divided the tben cxiRio, 2 demandl UDder 
Railways mlo IS leparate demancb (fIlM Railway Board Ftlc No. J37-A.{Bud,et of J9.7S). 

See I'.A.C. 19Z7-28, R47j 1943-44, P9 L ... d for '9,4-45. R.6 and P4. (1St sub-
. para). 

ReviNm of pall with TBtToapective effect. 

R. 25. The only other observation of a general nature that we have 
to make on the accounts is based on what bas been represented '<> us 
as the cause of an excess over grants in one or two cases, w. the 
revision of pay of establishments with long retrospective eftect.' We 
understand that at present the Government do not usually sanction 
increases of emoluments from a date long previous to the date of 
sanction, but we feel it desirable to place on record our opinion that 
any proposal to increase emoluments with retrospective effect should 
reqwre strong justi.ftcation. 

12. The GovemoT Genna! in Council acceptl this Tecomm.endatioR 
and derire.. that aU authoritie.. who are competent to .ICIftCtion Tevi-

_ .rionI 0/ pay .hould beaT in mind that retT08pechVe effect .hould not 
be given ercept in ~ circutUt4ftCU. 

Treatment 0/ e.rceue .. whftl there are recoverie. of expenditure. 

R. 27. We notice that under this head. the excess in the ~ grant 
is entirely explained by the adjustment of the loss on exchange and 
of expenditure in England on stores under this head. Consequently 
there would have been no excess but for these exceptional factors.. 

- On the other hand. the recoveries from Provincial Governments and 
the Department of Posts and Telegraphs which are taken as a reduc-
tion of expenditure considerably exceeded estimates partly for the 
same reason. There is a possibility in this and similar cases where 
there are recoveries taken as a reduction of expenditure that an ex-
ces~ O\~er a gross grant may be co,rered by larger recoveries, so that 
there is no excess in the net grant under the ~ad. We feel it there-
fore. desirable to place on record our opinion that in such cases an 
excess over the gross vote should require the sanction of the 
Assembly irrespecti\~e of the amount of recoveries. There may be 
converse cases where the recoveries are less than anticipated with the 
resu" that there is an excess in the net grant without an excess in the 
~ pnt. Such cases too should, in our opinion. be reported to the 
~bly for sanction. 
'" 

13. The Government avree, with the opinion e.TpY"USed by the 
COfnmitte~. • Note:-See P.A.C. 1922-23. Ill? and for 192 .... .,S. Rl-II. 

The IDal orden Oft the subject are CCIDtaiIled in Governmcut 0( India. PiDarK'e 
Dcpar~ letter No. P.u-XV-Ex .• II/z1. dared the stb Nowaaber 19Z1. 
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Government of In.clia, FiDance DepartmeLt, let.ter No. J',,&-XV·Ex .. 

U/2'1, dated the 5tA Xcwaaber, 192'l. 

1 am directed to ",trite (J 're#--- to PANgraph 5 of til. Depan-
ment ~solu~ on tile Report of the PuWte Accovntl c..m.tttee OIl 
the Accounts of 1924-25, No. D/1163, dated the 5th Ma1l 
1927. "larding the t1"e4tmeftt of gro,. cmd Ret grClats in the De-
mands or G1"ants. Ever dnee the Cent,..l Public Accounts c.... 
mittee rst raised this point in theiT Teport on the account. of 19ZZ-ZJ, 
the whole Question has been under the caTeful emmination of 
Government both from. the constitutional and the accounting "oint 
of view. Th4lnoncltUJiou as Teg".,.dB the ~al apect of the que.tioft 
are set forth in a note by the Auditor General, of which a COPJl v 
enclosed. A copy is encloaed allo Gt'tne t"Ule. which he h4I is.tued, in 
ererci8e of hU pmoen under rule 20 of the ",Ie. framed UMn Sec· 
tion 96-D (1) of the Govemmeftt 01 Imlill Act, for TegulGtinp til. 
exhibition of Tecot>etWs of e.rpendittwe m. the GOWrftmeftt GCCOUftU. 
As it is es,ent1tlZ that cZoae conformity .hould be tnmfttamecl ~een 
the Finance and Reuenue Account. tmd the g~1 accouftu Oft tM 
one hand aftd the A~ Aecou~ 4ftd the Dem4ftdt for 
Grants on the otkef', I 8m to Tequelt that thechcmge. fteee~ 
this Tevised system of accounting may be itltt-odUC!ed ift the 
for Grants of the Cent"al Government tDith eJ1ect from the JiMtadGJ' 
yeaT 1928 .. 29, and the nnmate. aftddemands tor tMt !IefIT' prep4red 
accordingly. 

2. Some difficulty is apprelwr&ded in the ezhibitioft of the ~ 
tUTe and Tecoveries of the Public Works authoritiu. It has ClCCOTding-
ty been decided, subject to the observance of ezception (ii) to rule J 
of the attached ruJu, to present the dem4nd fM gross gnmt cmd to 
show the Tecoveries by means of foot-notes. 

Legal Position as regards Gross aad Net Granta. 

It is a fundamental principle of the Reformed coutitution that all 
'V.atable expenditure shou.ld OTdinarily be submitted to the vote of tu 
Legislature; that is to say, Government should not be in poIseRion of 
funds for expenditure on a voted service which have not been voted 
and appropriated by the representative of the people Jor that Service. 
This means that the Demand shall be fOT gross expendituTe and ftOt 
for net expenditure after allowing for recoveries. 

z. To this principle one qualification is admisribte, namely. that 
where th~ money.has been voted by another Legislnture. Of' by the 
same .LegtSlature tn another part of the Budget, it iI perm.iaible to 
rubmtt a net demand to the vote. ~ simple" example is a ca,e of a 
contribution which is made b1J a provincial Government toward. a 
Chiefs College. The money fuu been actually voted by the toco.l 
Legislative Council, and it is improper to ask the Legialative :A, .. 
sembly to vote the money over again. It has been shown 1n the Local 
Government's budget. and the proper course is for tJw. Central 
Government, in submitting the Central Demand· to deduct this 
amount from the total expenditure. • ' 

3. Again, take as an exampte, a case, in 'U,hich the Central Govern .. 
ment has asked a local Government to provid~ police g1UlnU over tht 
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4 .. AftOdaer COle 807fIetDhat ftmila,. it the cue of joint e6tablish-
mftt emplOJled upoll tJgefICJJ nb;ectl in which the cost of the eBtab-
liMtnnt ii, u"'" D~lution Rule 411 fJ'om. the beginning divisible 
beeweeft the Central OM Provincial Governmenu. Each htu to pay 
itt ow-. .hMe, tmd th~ proper J)rOCedure it oWioulZy for each to pro-
vide, itl ita oum detn4nd which it pre'ettU to it. legUlatuf'e, fOT the 
e.rpenditure for which it is reapon.rible. and for the Government 
which it primarily ,.eapon.ribte for the particulaT ettablilhment to 

.ahotD the ezpetlditure firstly in grou and to deduct the amount pro-
tided by th.e other GOt1emment. 

S. There it. hotDetJef', an importmlt prooilo to the qtUJlijication 
. eft.UftCiated in paragraph 2, viz., toot a deduction. of a BUm voted else-
-where is not legitimate untea the two itema are identical. The f'eal 
teft UMft'lyiftg th~ priftciple of iUntity of itefru 1.1 the incidence of 
,ezpend:iture at the time when it tOCU atmctiofted. If, at the moment 
WMfa the ~dituTe 1041 84nctioned, it 1041 Jm.oum that a particular 
Govemmftt mw1 meet it, then the item in ttDo budgeU u identical ,au a deduction. II pouible. Thia priftciple is but Ulumated btl the 
foUotomg uampte.:-Taking the CGft oJ the StationerJl grant of the 

·C".h-a: Gooemment the Central Gooe"unent purchase.! a wholesale 
stock of It4tionerJl and then ret4ib it to the loeal Governments. In 
that cue thne ir flO aort of identitt/ bmDeen the ttoo itemI. It u 

.dem'lV right th4t the CenlTal LegillGture ,hould ooU the full amount 
for the whole.1e purchcue and 1M Ioccd legi$l4tlU"U for the full 
4tROUJlt of retclil put1:haa whenever daB local Government maJi 
tnGb u. The reeooertI tDhn made Mould be aIaoum G.I t'etHmue to 
the CfttnIl Gooernmat. AflOfher cue it that oj EzciIe 0piuf'I. 
T~e agAin the CentJ'Cll Government ~ money on p7'eparing 

wopWm ad tJaea ..u. it to tlae local Govern"..,.. Ift.eiUaeT of '''eM ccua it a declKctiora or CI Ret gram properl" admiaible. 

I. The principle mentioned above tn4y be .ummari.led in the 
JoUot.oing formu14:-

.vhen a recovery /TOm Cludier Government represents ftOthing 
more than the debit to thot Government of upenditure 
tDIdd& tOCII properly 10 debitable fnml the tIIOMftt wlt.en 
eM ~ 1DU .tICtioRecI, tlte recovery ctoe. not f'e-
praetlt reNftue. and • tt.et grattt ahotdd be pt"ftefttecL 
Kecowriu of aU of"'" fcitId.s do ~t "evf'Iltle. They 
,hould be ,houm 41 such and the grant for upenditure 
thoutd" groa. 

7. Thil formuJo 1uu been uteaded a litt~ further in thu tDClY. 
1'Itat WMft Gft iteM wJlieh cotdd, at the time when it tDCII I4ftCtioned 
he.,. ben "'"'" '" deftcticm. U for 109M t'eGaOIl Of' other not in-..ct_ed ift tJae GeCOtlftt. of tIaGt ,.,-. but is poI'tpOfted tG a Iatet" yea,. 
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in that cae the identity tJatWhes and the pat"ticultJ,. item m.ud be~ 
ahoum a ,.evenue. 

8. Another cla.s8 of cue, in which deductioM a,.e legitimate u that-
of expenditu,.e voted by the BClm.e LegiBlatu,.e in a different part ot : 
the Budget. There an numerous CtJ8es specially in connection with 
depanm.ents whose accounts have been OT' a,.e beiftg eom.m.et'clalllecl 
where it is necessary to show the same ezpenditu,.e twice over ift 
mo1"e than one demand fo,- gTants p7'e.tented to the Legblatu,.e. In 
such CtJ8es it is desi,.able, in on::ler to avoid injfG.tion of the jigu,.a,-
that a sum voted under one gTant should appea,. a a deduction frcma 
ezpenditu,.e in the second gTant. In the,e cae, the expenditu,.. 
,hould be shown in the DemandJ fOT' G1-ant. both r1f'OU and net, but 
only the net expenditure should be submitted to the vote. 

9. It will be seen that the effect of the decisions ,.eferred to above-
is that in no CtlIe it is possible for any legislature to vote one grant 
both gf'OU and net. If deductions are legitimate they must be made 
Then there will be a net grant and the legislature is not entitled to 
vote the gross grant becotUe it involve, voting what hcu been voted 
by another legislature. On the othe!' hand, when it doe, vote Mt 
grants one thing is essential, and that is that it ,hould have the 91'01' 
figures before it so that it may know the effect of what it is doing. 

Rules for regulating the exhibition of recoveries of expenditure in 
Government Accounts [issued by the Auditor General ift eZe7"ciae of 
powers conferred upon him by Rule 20 of the rule, framed by the 
Secretary 01 State in Council under Section. 96 D (1) of the G~ 
ment of India Act]. 

1. These rules shall come iftto fOT'ce with effect /Tom the account. 
for 1928-29. 

2. The term "recoveries" a used in these rule, should be under-
stood in the sense of Tepaymentl by another Govemmeftt Depa:rt-
ment or an outside body, or person of ezpenditure initially bome by-
a Government Department and ,.ecorded as .tUch in itt account. 

3. Recoveries from private persona Of' bodia (iftcluding Iocal-
funds, Indian SUIte, aM Government. ouUide Indi4) .hould, a.t (I 

general rule, be treated Q.8 ,.eveune and not Q.I deduction from expen-
dituTe. 

(i) When a Gouernment undeTtaJcu a .ervice m.eT'el, a.t Clft agetU 
of a private body .0 that the entire coa of the Jenrice iI "eeove1"ecl 
from that body, the net COlt to Govemment being nil, the "ecoveriu-
may be taken in ,.eduction of expendituf'e .. 

<ii) Recoveriu of expenditu,.e em WMkI in FOvre. cmd tnhu-
actiou of Itock and other lUIpefIIe CICCOU1W:-

The teehnieG1 emm4tu take cogtdacmc. 01 all cmtidpcatecr 
"ecript. from I4Ie _ proceecb 01 m4teriAl1, pIoft.U, etc.. ,. .. 
ceived from the old m-u.ctu1'e, while the ,..CftpU utader' 
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"Stock and S'lUpmBe" are by their very nature imeparab~ 
from the expenditure recorded uftder the main hetJd. It is; 
therefore, proper that recoveries falling uttder thue twO" 
categories .hould continue to be treated 41 1'eduction of 
gro •• expenditure. -

4. AI bett6een two or moTe Governments 41 defined in Article-
33-A -of the Civil Account Code:-

(a) If the recoveries repre.ent no moTe than debits to aROtheY 
Government of ezpenditu1'e which 1041 .0 debitable from; 
the moment 'it tDCIB sanctioned, they .hould not be trea-
ted as revenue of the Government effecting the 1'e-
coveries but as deduction from ezpenditu1'e. 

(b) In the case of ;oint eatablishments where the ezpenditu1'e 
is not .M-red btl two or more Gooemment& 'ab imtid but 
u incurred btl one 0/ the Governments aM partially 1'e-
paid btl the other" the 1'epayment if made while the' 
accounts of the year are still open •• hould be treated (U'-
deduction. from ezpenditure. 

(c) Recoverie. of the cw.e. faIling under (a) and (b), if 
elfected after the clonng of accounts of the year in which 
die ezpenciitul"e was incurred • • hould be treated IJI 
1'evenue. 

(d) All other recoveries .hould be C1"edited 4B revenue 01 the 
Tecovering Government, whenever they aTe received. 

5. As between different departments of the same Govenlment. the 
1'ecoverie. should be tTeated as deduction fTom the gross ezpenditu1'e 
except hCh recoveries as aTe made by a Commercial Department, 
which should be treated as receipts of that department . 

.voll':-TIw "",. 'rt~1 by ca ~ ~l' for tlu: fIII"IN* of thiJ ruh 
u i,,,md«l III cant)· 1.0 r«t1Wf'iu ;" rupeel of urvi.«s rnttler.J 10 0,,", ~ in ,.,. 
IU~ 01 ,la, pro~ 1.""QiDIU lor fI1Iridc tlu d.partJfllml is """rilll!#d; llul, is to Illy, ;" lie 
C4U 01 1M Pom IIIIil T~kgrtl/'hr lNpa""",,', r~uwrin fI1illlH Incalell as receipts Dilly fIIltnr 
IM)' art",.u fa ra,.et 01 PonlJl, T,/qrllllla or TlkflltoM snvius ~ to LM OIUr .",,,..,.'6. Wltttn, 1a0IW'WT, ca ~ J:Jepar" .. eJ., oas as .. agm, 01 (;Jft01Mr tkran-
..."., lor IN ~t ol/tmctilllU "", fnYfIaIU '0 IIt~ UlllUical purpou 01 11r~ D.par,.,.,,~ 
IItt JY~ N , __ ;" redllellOlll 0/ apm.Jilllre 

6. N otwith8tanding anything to the contTa'1l that may be prot1ided 
by or under the.e rules, receipts and recoveries on. Capital Accouftt i", 
'0 faT CJ8 they represent recoveries of ezpendituTe previously debited 
to a capital major head should be taken in reduction. of ezpeMiture-
under the major head concemed, ucept whe1"e, un.deT the nde. of aUo-
cation appliccJble to a pcmiculaT depa1"tmeftt, auch receipt. have to be 
toJeen to revenue. 

7. 1ft COle of doubt or dUpute, the authoritt/ to decide whether Clftll 
pClrticular recoveT!l it claui;li4ble as Tevenue or CIS deduction from ez-
petiditure under the abow rulu rub urith the Auditor Geftend. 

Tour upeua of Executive Council 

R. 29. We have also noticed the excess under Executive CounclI 
which has been explained as due to tour expenses. We would suggest 
that a propeT estimate of tour expenaes of Jlembers of the Executive 
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Council should be made and some central authority chao. with tbe 
duty of watchin, the expaditure aDd of .eei~ that, w6eD exce ... 
were likely, a supplementary lI'aDt is obtained. 

15. The suggestion is accepted. The Home Department wilt, in 
future. watch the e.rpenditu1'e. 

Note:-See P .A.C 1925-26) RIO (Item 2)-

Ctassi:ficotion of e.rpenditu1"e Oft Committee.. 

R.30. We note that the excess under the head 'Legislative As-
sembly' is partly clue to the cost of the Racial Distinctions Committf!e 
and the Railway Finance Committee being taken under this grant. We 
are not quite satisfied that expenditure on Committees appointed 
otherwise than by the Assembly and containing persons who are not 
members of the Assembly should be taken against this vote and 
suggest that the question of the correct classification of the expendi. 
ture be further considered. 

16. The Governor Genenll in COUftcil is of opinion thot e.rpenditure 
O1'&ly on Committees appoiftted by the A,aembl" and 1"eporting to it 
should be charged 4{14imt the vote tor tM Allemblll. The Auditor 
General will be asked, if he has no objection. to record uradn another 
head the e.rpenditure on Committees appointed othencile lOhat-ever 
their composition. and whether they are a~ted btl Government on 
their 0tDn initiative or at the in.itiative 01 the legialGture. 

Note:-ln the GoVenDDeol of India, FiDaa;e-D~DI MaDoraDctum. No. 
886 A., dated the 18th November 1~3, it wu decided in COrlIU ... tion with the Audiror 
GeDe-ral, that the COlt of only IUch Of (he Comminen .s au .proimed by ciIba the 
Legislattve Assembly or the Council of State, wirh iDttl'Udioo. 10 rC'pOfl 10 ii, Ibou.Id 
be debited to their respective bud.et arm" The cost of other Committees, -barnet 
their relation with dther chamber, Ibould be debited to the head ".7 (now ,7}-Mltc-
dlaDcous-SpedaJ Commissions of Enquiry." 

E.xpenditure on beJudf of the Pam and TelegrapJu Depet'ttMnt. 

R. 35. There are serious excesses under Stationery and Printing in 
this vote, but thuepresentative of the department who ,ave evidence 
before us disclaimed all knowledge of or ~nslbWty 1 In connection 
with this, OD the ground that the Controller. Stationery and Printing, 
supplied the stationery and charged for it at the usual rates. We are 
of opinion that ~ementa should exist in every department to 
watch all expenditure whether directly incurred by the Department 
or by an agent acting on its behalf. We trust the appointment of • 
Financial Adviser to the Posts and Telegraphs Department witt lead 
to an improvement in this cue. 

21. The D!7"eetor Generul, Pom aM Te1egr4pM,.hoWd COR.rider 
the remarks tn paragraphs 35-36 oj the report and the minute. 01 the 
7th meeting of the Committee. 

Note;-Thj~pojnt WlllUbtequently merled in tbe" aeDCHJ question of control 
Oftr.exPCDdature tNU paragraph. 18-19 ~ a,·26, of the Publk ACcount. CommJu.t , 

nportIor19l344.~6naloaknOQwbicb.reto .. fOUtJd in ,.......,. ro of the 
Oe ...... of W ... Plnaaa. ~nt, RaoJudoo No.. D ... ,o&p-A. CletaJ (be lit 
Juo Jpa6. (Soc pee 37 UDder ...... rapb a6 of Igra3-~). 
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Stores charged to CaPital. 
'. .. - , . 

R. 40. Our attention was also drawn to the tact that the amount of 
.stores at any time standing charged against the Suspeue Item in the 
Capital Account is to some extent dependent on the amount provided 
for the grant for Railways charg~le against the revenue of the year. 
The practice has been to place Orders for such items as wagon parts, 
etc., which are required for renewal purposes some time before the 
beginning of the financial year on the basis of the demands originally 
put forward by the Railway Agent&. These stores are, for convenience 
debited in the first instance to the Suspense Item in the Capital 
Account, and this item is a.fteryards cleared as the stores are takeD 
-over for the renewal programmes of individual Railways. If. however, 
the grant originally demanded is cut down by the Finance De-
partment or by the Aaembly, as bas bappebed in the current financial 
year for example, the result is that the Gores remain charged to 
Capital for an unduly long period. During this period interest bas to 
be paid OIl suc;h capital, aDd the ...... etc., remain idle aDd possibly 
deteriorating. in store earniDg JlO Je~ue eftD though they may be 
badly needed for carrying tiafIic. The reveJlue accounts of tile year 
sbow an apparent reduction in e~diture. But this is obtained Dot 
.only without any saving whatever to the Indian tax-payer but 
.actually at the cost o~ some loss of revenue, which might otherwise 
have been earned simply by bringing the wagonS out of store and 
putting them to use. It is clear that the system is at fault. We are 
.gJad to learn that the new Financial Commissioner on the Railway 
Board is taking up this question. 

22. The 4Hetaticm of the Railway Balard ClAd the Fiftatacial C~ 
.aioner, RoUtDCltl', it c1iTected to the poifttI ,.aiaecl ia pCln&graph 40 ad ,-
.eM minute. of the 5th tmd 7th meetit&ga. 

Ncxe:- The posilioa iIIIproved materiallJ whco the CoaYCDlioa f« the pada 1 
.. cpwadoD of Railwa, froID orcIiMry 6IUIDCI' WII 8CCq)lCd. • 

• 

.. 

a C.A~G. 




