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Shrl S.8.LAL, IAS (Reid.) 
Chairman, 

Committee to Review 

Departmentalised 

Accounting System. 

Dear Minister, 

D.O.No.l~PC/DAO/C/672 

Ministry of Finance 
Department of Expenditure 
Room No.718, 'C' Wing, 
Lok Nayak Bhawan 
New Delhi-110 003 

8th August. 1990 

have the honour of submitting herewith the report of the 

high powered Committee constituted by the Ministry of Finance or. 

5th April, 1989 to review the departmentalised accounting system 

introduced in the Government of India in 1976. 

2. /\s you may kindly recollect Sir, the separation of accounts 

from audit under the Central Government and the introduction of the 

departmentalised accounting system was considered a major 

administrative reform for the modernisation of financial management 

in the Government of India. Shri C. Subramaniam, the then Finance 

Minister, in his letter dated 23rd October, 1976 had visualised the 

objectives of the scheme as follows:-

"The major objective of separation of accounts from audit 
is to improve the ftnancial competence of the Ministries 
and to make accounts an effective tool of management, 
using the timely and accurate flow of financial and 
accounting information, for programming, budgeting and 
evaluation of various activities and for the optimum 
utilisation and efficient monitoring of resources, as well 
as for effective exchequer control. 11 

3. With more than a decade of experience of the new system, our 

Committee, under its terms of reierence, was required to undertake 

for the first time an in-depth review of the functioning of the 

system to see to what extent this reform had been successful in 

fulfilling its objectives and to recommend, among other things, 

meC1.sures to make departmentalised accounting a more effective rnol 

for management accounting purposes . 
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4. Our enquiry, lasting dver a year 1 has reveal!:!d that 14 years 

after the departmentalisation of accountihg, only the comparatively 

minor objectives of the reform have been achieved: the major 

objectives i'lre still to be fLiH y appreciated and realised. 

S. The Committee 

accounts organisation 

is 

is 

happy to 

fulfilling 

note that 

its primary 

the derart1nent<I;..;. I 

role of timely and 

accurat€' accounts keeping. Accounts of individual MihiStries, the 

com pi la ti on of which was delayed for months in the past 1 are now 

avaiL1ble by the 7,0th of the following month. Instead of being- a. 

routine historic<! 1 function Wnen aCCOUntS Wet'e kept 1 externally I by 

the C&"G, the accounts function has, after departmentalisation, come 

closer to management and policy making. Another major achievement 

of the systetn is the prqmpt settlement of personnel and public 

claims. Computerisation of accounting data has made considerable 

progress. Sim-ilarLy, there has been a remarkable progrE"ss i.11 thP 

timely remittance of excise and .income tax revenues to the 

Government account,.· As desired by the Public Accounts Committ,..,,., 

the Civil A ppropr.iation A ccautits and Finance Accounts are now bPir1 g 

placed before the Parliament during the Budget Session rn th·· 

ensuing year. 

6. Against the above mentioned achievements, the Committee has 

found that so far nothing tangible has been done to make accounts 
I 

an effective tool of managem¢nt even though this was the principal 

objective of the reform and one of the prescribed functions of the 

Controller General of Accounts who heads the De partmentaJ i sed 

Accounts Organisation, is to assist in the introduction of management 

accountancy. So far, no systematic Management Information Systems 

(MIS) have been developed and used in different Ministries; even 

the model MIS adopted in three Ministries by 1982 appear to ha" e 

fallen into disuse. The Committee has also noted th;,.t 1 Performance 

Budgets' have at present little value as tools of management a11d 

'Zero Based Budgeting 1 has hot resulted in any significant econflmies. 

7. 

was 

. The Committee 

introduced in 

has aHlo 

197 6, in 

found that the 1 Internal Audit 1 which 

a very limited way, to support 
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management by promoting efficiency and effectiveness, has so 

far been restricted only to verifying the accuracy of the accounts 

and the "regularity 11 of the expenditure incurred. No attempt has 

yet been made to carry out propriety-c11m-effici~ncy audit and to 

relieve the 1 :om pt roller and Auditor General of the burden of routine 

1rnd it ing. 

8. The Committee feels that modernisation of financial management 

cannot be achieved without expert installation and maintenance of new 

systems and continuous modification and refinement until requirements 

are satisfactorily met. The objective of making accounts a tool of 

management has not been achieved to a large extent because of 

failure to develop systems which management accounts would have 

su bserved. The Committee has noted that initiatives in this regard 

have not succeeded in the past because of lack of -adequa-te 

preparation, special training and follow-up. The Committee was 

surprised to note that over 50% of the officers currently in the 

Finance Departments did not belong to any cadre which had received 

systematic training in Finance and Accounts. The Committee is of 

the view that Financial Administration in the Government of In-dia can 

no longer be treated as a 1 generalist function 1 
• Special emphasis 

has to be laid on appropriate 

and subordinate staff. 

extensive experience and training of 

officers Such properly qualified and trained 

personnel should replace the existing untrained 

a time-bound programme. 

9. The Committee has made a number of 

of the 

persons according to 

recommendations for 

accounts organisation completing the process of integration 

with the Ministries I Departments with a view to ma king· internalised 

accounts a tool of management fully associated with policy making. 

Similarly, a number of steps have been suggested for making Internal 

Audit an effective internal control mechanism of inspection, review 

and performance 

structure of the 

!\CC OU n t S Service 

appraisal. The lines on which 

Civil 

should 

Accounts Department and 

be reformed with a view 

the 

the 

organisational 

Indian Civil 

to achieving the 

objecti.ves for which they were created have also been spelt out by 

the Committee. We have recommended greater involvement of the 
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Members of the IC/\S in the activities of the Ministries I Departments 

and 

make 

also the enlargement of 

the best tise of their 

their areas of responsibility 

- knowl~dge and experience 

so as to 

ndt qnly 

for compilation of 

advice and for 

accounts_. and internal audit but also for financial 

as!':i st fog the Ministries /Departments in making 

accounts an integral part of overall management. 

10. We believe that with the implementation bf our 

recommendations, the nbjectives of departmentalisation of accounting 

system will be achieved in the next few years, resulting in greater 

efficiency and economy in financial administra,tion and considerable 

savings in the non-Plan expenditure. 

11. At the end of our assignment! we thank you and all others in 

the Government of India, especially in the Ministry of Finance who 

extended their support and cooperation to us. 

With regards, 

Prof. Madhu Dandavate, 
Finance Minister, 
North Block, · 
NEW DELHI-110 001. 

Y. ours sincerely r 

(XJ1 
[ S .B. LAL 

( 
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CHAPTER I 

If•JTRODUCTION 

A. APPOINTwIENT OF THE COMMITTEE 

The Government of India constituted a High Powered Committee to 

review the functioning of t..1.e departmentalised accounting system, vide Ministry 

of Finance, DeparL-nent of Expenditure letter No. F.1 (15)-E(Coord.)/89 dated 5th 

April, 1989 (Annex 'A'). The composition of the Committee was as under:-

1.2 

1. 

2. 

3. 

4. 

5. 

Shri S.B. Lal, !AS (Retd.) 

Shri A.J.A. Tauro, IA&AS (Retd.) 

Shri S.C. Mital, ICAS (Retd.) 

Prof. S.C. Kuchhal, 
IFCI·Visiting Professor, 
Faculty of Management Studie:::;, 
University of Delhi. 

Shri R.K. Mathur, IDAS, 
Addl. Secretary & F.A., 
Department of Food. 

Chainnan 

Member 

Member 

Member 

Member-Secretary 

The terms of reference of the Committee were as follows:-

(i) 

(ii) 

(iii) 

'tO undertake an in-depth review of the functioning of the 

departmentalised accounting system and assess to what extent 

integration wiili the administrative set-up has been achieved, and 

to what extent the departmentalised accounting system is fulfilling 

its management accounting role; 

to recommend measures to make departmentalised accounting a 

more effective tool for management accounting purposes; 

to assess the extent to which the departmentalised accounting 

organisation is fulfilling its primary role of timely and accurate 

accounts keeping and identify shortcomings and suggest remedial 

measures; 
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(iv) to assess P1~ function of internal audit in the departmentalised 

accounting system and recbmmend steps for strengthening it; and 

(v) to review the organisational structure and role of the Civil 

Accounts Department, including that of Indian Civil Accounts 

Service ~d its effectivertess ih the discharge of functions relating 

-·to- departm¥htalisation of accounts and recommend -measures for 

effectively acpieving the objectives. 

The Committee was to function on a part-time basis with secretariat assistance 

being provided by the office of the Controller General of Accounts. The 

Committee was to devise its own procedures of work. Shri R.Ramanathan, 

Assistant Controller General of Accounts, was appointed to head the secretariat of 

the Committee as Officer on Special Duty. 

B. METHODOLOGY 

1.3 The first meeting of--the-Committee was held on 5th May, 1989. The 

Committee noted that the. separation of accounts from audit and the introduction 

of the departmentalised accounting system under the Central Government was 

considered to be a major administrative reform which was completed in phases 

from 1.4.1976 to 1.6.1980. This refonrt was intended to integrate accounts with 

the administrative set up so as to make it a useful and relevant tool for . 

management purposes. After a preliminary examination of its terms of reference, 

the Committee spent some time in drawirtg up a Questionnaire to elicit views on 

matters covered by its terms of reference. The Questionnaire was sent by the 

Chainnan to the Secretaries of all the Central Minist:rles/Departrnents and the 

heads of some large organisations. A copy of the D.O. letter dated 29.6.89 from 

the-Chainnan and the Questionnaire attached thereto are at Annexes 'B' and 'C'. 

1.4 The Committee also considered it necessary to obtain information on 

financial and accounting arrangements in the Railways, Defence, Posts and 

Telecommunications. Accordingly, they were requested to send notes covering, 

inter alia, the organisational set up of the finance, accounts and internal audit 

wings, MIS generated by th(( accounts organisations, etc. The Controller General 

of Accounts, Department of Expenditure, was also requested to send a 

background note on the introduction of the departmentalised accounting system, 

organisational chart of µie Civil Accounts Department, etc. The Ministry of 

Finance was -also request~ to send a note regarding the role, functions, 

objectives, etc. of the Integrated Financial Advice system. 
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1.5 We received good response to the Questionnaire from 

Ministries/Departments. A list of Ministries/Departments/parties to whom the 

Questionn::-ille \Vas sent and the parties who responded/did not respond is at 

Annex 'D'. We thought it useful to prepare a summary of the replies received to 

our Questionnaire and the same is tabulated in the Matrix at Annex 'E'. 

1.6 After examination of the replies received to ow· Questionnaire, we-thought 

it necessary to have discussions with the Secretaries of some of the 

1vlinistries/Dcpartments, Financial Commissioner (Railways), Secretary (Defence 

Finance), Controller General of Accounts (CGA) and other senior officers, both 

seiving and retired. Shri T.N.Chaturvedi, the then Comptroller & Auditor 

General of India was kind enough to share his views with the Committee. A list 

of the officers with whom the discussions were held is at Annex 'F'. 

1.7 We had received replies to our Questionnaire from the Associations 

representing tl1e officers and staff of the Civil Accounts Organisation. We also 

had discussions with the representatives of the ICAS Officers' Association, All 

India Association of Pay & Accounts Officers, All India Central Civil Accounts 

Service (Junior Accounts Officers) Association and All India Civil Accounts . 
Employees' Association. Discussions were also held with some individual 

officers belonging to the Indian Civil Accounts Service. 

1.8 In all, the Committee held 47 meetings to record evidence, deliberate on 

the various issues and finalise its report. 
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CHAPTER II 

HISTORICAL BACKGROUND 

A. HISTORY OF SEPARATION OF ACCOUNTS FROM 
AUDIT . . 

2.1 The programme for separation of Accounts from Audit and for 

departmentalisation of Accounts in the Ministries and. Departments of 

Government of India was implemented in phases, the last and final phase having 

been-completecLon 1st June, 1980. Earlier, attempts had been mad~ to S;eParate 

Accounts from Audit. Based on the recommendations of the Inchcape Committee 

on Retrenchment (-1922-23), a scheme of separation of Accounts from Audit was 

introduced in the Police and Education Departments of the United Provinces in 

April, 1924 which was later extended to the whole Province (April, 1926). 

However, this scheme .which was introduced as an experimental measure, was 

discontinued in 1931 on .economy considerations. Subsequently, in 1949, the then 

Auditor General had favoured setting up of a separate organisation for 

maintenance of Accounts which view was supported by the Public Accounts 

Committee-in.its first Report (1951-52). The PAC in its third Report .(1952-53) 

had also stated that the Comptroller and Auditor General of India should not be 

saddled with the responsibility of compiling Accounts of the Union and the State 

Governments and that separate Accounts offices for the various Ministries and 

major spending Departments should be set up as soon as possible. The Estimates 

Committee had also lent support to this suggestion in its 9th Report of May, 19 54. 

Separate Pay & Accounts Offices were set up in 1955 on an experimental basis 

for the Education and Refugee Relief and Rehabilitation Departments of the \Vest 

Bengal Government and the Police Department of the Saurashtra -Government. 

They were wound up in 1956-57. 

2.2 The first major experiment in separation of .Accounts from Audit under 

the Central Government was the creation of Pay & Accounts Offices for the 

Supply Wing of the Ministry of Works, Housing and Supply, the Food \Ving of 

the Ministry of Food & Agriculture and in the Rehabilitation Ministry. The Pay 

& Accounts Offices (P&AO) in these three Ministries/Departments were set up in 

April, 1955. With the de facto transfer of the French Establishments to the 

Government of India, a PAO for Pondicherry was set up on 1.1L1954. In respect 

of Rajya Sabha and Lo~ Sabha Secretariats, payment and accounting functions 
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were separated from Audit on 1.12.1955. All Payments were centralised in these 

Pay & Accounts Offices which functioned under L'1e control of the respective 

l\11.inistries/Departmcms. There was no further s.:;paration of Accounts under the 

Central Ministries/Departments till the major reform of 1976. 

2.3 In the Raihvays, the separation of Accounts from Audit was accomplished 

much earlier. The Acwonh Committee (1921) had recommended that the 

Railway Department shculd be responsible for its own Accounts. Accordingly, 

the duties of auditing ~nd accounting wen! separated in the Railway 

Department from September, 1925. The accounting staff of each State 

managed Railway system was placed under the Financial Commissioner of 

Railways. The Railway A .. ccounts Department was administered by the Financial 

Commissioner of Railways with the assistance of the Controller of Railway 

Accounts. Tne Audit staff continued to be under the administrative control of the 

Auditor General. 

2.4 On the Dei'e:1cc :side, the Accounts have been maintained 

departmentally from th~ very beginning. Till 1864, there was a post of Chief 

of the Military Finance at each Presidency and Examiners of Military Accot::its 

\Vere functioning under him. Later, the post of Accountant General to the 

Military Depa_rtment 'Nas created who was to function under the Military 

Department and not under the Auditor General. Under the Government of India 

Act, 1919, the l. uditor General was made responsible for the statutory audit of the 

Accounts which were maintained by the Military Accounts Department (later re­

desi gnated r~s Defence Accounts Depm1ment in October, 1951 ). 

:2.5 On L1~ Pcsr'.11 ',nd Telecommunici.J.tions side, the Accounts of the 

Tel~communic.:itiona '/ling w~~re s:~parated be~w~en April, 1968 and Oct.cber, 

1970. On the ?0s! a~ ~L . .iL:, however, the separation took place in April, 1976. 

T) n, 

2.6 

YARDI co:~.nvHTTEE RECOMMENDATIONS 

A major step w11ich led to the reforms of 1976 was the constitution of a 

Group of Ministers on Administration by the Government in March, 1973 (later 

re-designated as C:.ibinet Com:mitte;; on Administration), which was required to 

recommend changes to improve adniinistrarive performance in relation to the 

requirements o? the Five \'ear Plan. Financial administration was identified as 

one of the areas h:;vin&; ilie potential and nei;:d for improvement. A special sub­

Group was set up .~ndcr the Chairmanship of .Sh.-i ~.1.R. Yardi, Secretary, Minirn-y 

of Finance (herear'rc:r r ..:fern.:d to as the Yaidi Corrunittee), which was to assis'l 
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and advise the Group in the area of financial administration. The Report of the 

Yardi Committee was submitted in August, 1973 and its recommendations were 

approved by the Group bf Ministers in September, 1973. The-Yardi=-Committee 

was of the view that the responsibility for internal financial martagement and 

achievement of specific performance should be entirely that of the administrative 

Ministries and for this purpose, there should be adequate delegation of financial 

powers to them to match their responsibilities. It was also necessary that their 

competence in the field of financial management should be significantly and 

suitably improved through the development of approp~ate internal attitudes and 

skills and better internal discipline. It was in this context that the Yardi 

Committee recommended immediate switch-over to Performance Budgeting so as 
to-make the Budget a more effective tool of management and for-installation and 

development of Management Accounting Systems as an integral part of each 

Department Increased delegation of powers to administrative :Ministries was also 

recommended. The Management Accounting System proposed by it is at Annex 

'G' 

C. REFORMS IN flNANCIAL ADMINISTRATION 

2.7 Government decided that the recommendation for introduction of 

departmentalised management accounting system should be processed further in 

consultation with the Comptroller & Auditor General of India. Accordingly, the 

separation of Accounts from Audit was effected in a phased manner starting 

with the Ministries of Industry and Civil Supplies, Tourism and Civil Aviation 

and Communications (other than the Directorate of Posts and.Telegraphs) with 

effect from 1.4.1976. In other Ministries, the departmentalisation of accounts 

was effected from 1st July, 1976 and 1st October, 1976. With effect from 

1.4.1977, .the C&AG was relieved of the responsibility of compiling accounts of 

revenue receipts including 'those of the CBDT and the CBEC. On that day, the 

Accounts of Delhi Administration were also separated from Audit. The last 

phase was the separation of accounts from audit in the Andaman & Nicobar 

Islands Administration on 1.6.1980. Copies of the various Presidential 

notifications in this regard are at Annex 'H'. 

2.8 Another reform in financial administration which was carried out by the 

Government at about the same time was the introduction of the Integrated 

Financial Advice system in lieu of the then existing two tier system of financial 
I 

advice to the Ministrie~epartments. The initial financial advice was provided 

by the internal Financial Advice system \\;'hich consisted mainly of the officers of 
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the Ministries/Departments having financial background. In addition to this, the 

Ministry of Finance continued to have its officers associated in all the I 

Ministri~s/Depanments providing external financial advice with overriding 

powers. In order to avoid the duplication of work as also to allow greater 

devolution of powers to the Ministries/Departments, it was decided to combine 

these two functions under,the Integrated Financial Adviser. This was introduced 

in October, 1975. Under the new scheme (Annex 'I'), the Integrated F.A. was 

responsible both to the administrative Ministry and to the Ministry of Finance. 

The administrative Ministries were to exercise the enhanced powers delegated to 

them, in consultation with the Integrated F.A. and he was to assist in Budget 

formulation, scrutiny of projects and programmes, post-Budget vigilance, 

preparation of the Ministry's Performance Budget and the monitoring of progress 

of schemes against the Budget etc. The maintenance of an efficient accounting 

system was necessary for these purposes . 

D. DEPARTMENTALISATION OF ACCOUNTS -1976 

2.9 The scheme of departmentalisation of Accounts under 

Ministries/Departments introduced a major change in the accounting 

arrangements. Earlier, the treasuries under the State Governments were the 

main focal point for payments. Certain checks were exercised by the treasuries 

on bills submitted by the Drawing and Disbursing Officers mainly to see that 

there was a correct classification of expenditure, the bills were arithmetically 

correct and supported by sanctions of the competent authorities. The payments 

made by the treasuries were subject to post-audit by the Indian Audit and 

Accounts Department. There was also a system of issue of pay slips and leave 

entitlement certificates for Gazetted Officers. G.P. Fund Accounts (other than of 

Group 'D' staff) were also maintained by the Accountants' General. All pensions 

and other· retirement benefits were also to be authorized by the Accountant 

General. 

2.10 Under the new scheme, the C&AG was relieved of the responsibility 

for compiling the accounts of, the Central Ministries and for authorising 

payments. The treasuries were also relieved of the functions relating to receipts 

and payments on behalf of Central Government and in their place, public sector 

banks were nominated for each Ministry/Department to look after these functions. 

A Principal Accounts Office was set up under each Ministry/Department under 

whom a number of Pay & Accounts Offices were created to attend to the payment 

and accounting functions of the formations under that Ministry. Where creation 
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of a separate Pay & Accounts Office was not justified, cheque drawing powers 

were given to the Drawing & Disbursing Officers without pre-check by the Pay & 

Accounts Office. The Secretary of the, Ministry was designate<l as the Chief 

Accounting Authority for all rransactions of the Ministry and he was to discharge 

these functions through and with the assistance of the Integrate<l Financial 

Adviser of the Ministry. An Internal Audit Wing was also created to conduct 

internal inspection of the records of the Pay and Accounts Offices as also the 

departmental offices under the Ministry. 

2.11 A typical scheme of Departmentalisation of Accounts containing its 

salient features and the organisational chart of the Accounting Organisation in the 

Central (Civil) Ministries/Departments is at Annexes 'J' and 'K'. 

E. CHANGES AFTER 1976 

2.12 During the course of implementation of the scheme, a few changes were 

introduce<l from time to time. The more important of these changes are discussed 

below -

(a) Entrusting budget work to the Accounts Organisation 

The Ministry of Finance felt that the departmentalised accounting system 

had been well established and still better use could be made of the system and the 

manpower available. Accordingly, it was suggested by Secretary(Expenditure) to 

the Secretaries of Ministries/Departments in May, 1981 (Annex 'L') that the 

budget work then being supervised by the officers of the Administration or 

Finance Wings, i.e. DFA/Dy. Secretary(Budget), etc. could be enrruste<l to the 

Chief Controller of Accounts/Controller of Accounts. It was also felt that the 

Conrroller of Accounts could be enrrusted with some Finance work also. 

However, these suggestions were not uniformly accepted or implemented by the 

Ministries/Departments. 

(b) Elimination of duplication in accounting work 

In spite of departmentalisation of accounts in 1976, two sets of accounts 
I 

were being prepared, one by the Drawing and Disbursing Officers and the other 

by tbe Pay & Accounts Officers. It was decided by Government in February, 

198~ that the Cash Branch and the Drawing and Disbursing Officer in the 
'-• 

Ministries/Departments at the Secretariat level should form part of the Accounts 

wing under the control of the Chief Controller of Accounts/Controller of 

Accounts, as the case may be, under the overall charge of the Financial Adviser of 
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the Ministry/Depanment conceme<l. In this way, Joint Secretary (Adrnn) in the 

Ministry/Department was relieve<l of the responsibilities in this regard. With the 

chang~-over, the functional and. day-to-day ad .. ministrative control of the Cash 

Branch/DDO in each Ministry at the Secretariat level would vest in the respective 

CCNCP-JDy. CA who would be responsible for proper discharge of all items of 

work entrusted to the Cash Branch. Although the existing staff dealing with these 

items of work were to be placed under the Controller of Accounts, no change was 

envisaged in the then existing cadre composition of the Cash Branch. The revised 

arrangement was to take effect from the 1st April, 1986 and with the changeover, 

the records maintained by the D.D.O. at the secretariat level, became full-fledged 

Accounts records. 

(c) Central Pension Accounting Office 

A new Central Pension Accounting Office has been set up which issues 

Pension Payment Orders through computer in respect of employees retiring on or 

after 1st January, 1990. The Pension Payment Orders are sent directly to the 

branch of the public sector bank from which the pensioner wishes to draw his 

pension. Thus, the Accountant General and the treaslllies have been relieved of . -
this work under this arrangement and the work relating to the accounting of 

pensions has also been taken over from the Audit and Accounts Department. It is 

expected that under this arrangement, a data bank of information on all matters 

concerning the Central civil pensions would be available speedily and at one 

place. 
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CHAPTER ID 

REVIEW OF DEPARTMENTALISED ACCOUNTING I . . 

SYSTEM 

A. OBJECTIVES 

3.1 The major objective of the Departmentalisation of Accounts was to 

improve the financial ¢ompetence of the Ministries/Departments and to make 

Accounts an effective tool of management. The timely and accurate flow of 

financial and accounting information was to be used for programming, budgeting 

and evaluation of -various activities and for optimum utilisation and efficient 

monitoring-of-resources. The availability bf reliable data was expected to help the 

Ministries in framing the Budget Estimates more accurately as well as in effective 

exchequer control. In order to fully utilise the potential of-the new Accounting 

Organisation; it was a1so envisaged that suitable management accountancy . . 
systems and comprehensive management information systems would also be built 

up in the Ministries and -Departments for the proper interpretation and utilisation 

of accounting data to assist in policy formulation, effective utilisation of funds 

and achievement of maximum efficiency at optimum costs. It was recognised 

that these systems would have to be developed to suit the requirements of each 

Ministry/Bepartmen t. 

3.2 Our terms of reference require us to undertake an in-depth review of the 

functioning of the Departmentalised Accounting System and assess to what extent 

integration with the administrative set up has been achieved and to what extent 

the Departmentalised Accounting System is fulfilling its management accounting 

role. We are also required to assess the extent to which the Departmentalised 

Accounting System is fulfilling its primary role of timely and qCcurate accounts 

keeping. The functionin~ of Internal Audit in the Departmentalised Accounting 

System is also required to be evaluated. 

3.3 A review of the scheme of Departmentalisation of Accounts was carried 

out by the C&AG in the Audit Report for 1978 soon after its introduction, Tnis 

was essentially a rcviev,1 of the special features of the new set up. Certain 

apprehensions were express¢-d regarding the system of post-check incorporated in 

the scheme for payments tnade by Drawing and Disbursing Officers with cheque 

drawing powers. In any case, a review of the functioning of the system would 
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have been possible only after it had stabilized and been in operation for some 
-

years. We have been infon:ned that after the C&AG Report of 1978, no other 

trJs Commil:tee is therefore rwvv being mxdermken for the first thne. 

B. ADVAJ"TTAGES OF THE NEVI SCHEiv1E 

3.4 The Y2.rdi Corrlillittee had expected the following advantages to accrue 

from the Departmentalisation of Accounts:-

'G'. 

(i) It will do away with any degree of extemality of the accounting 

system to management an.ct provide for its integration with the 

Minist:ries/Depmtments . 

(ii) 

(iii) 

(iv) 

(v) 

(vi) 

Setting up of Pay Offices would lead to speedy settlement of aJl 

claims including those of employees of all categories. 

The system would do away '1-Vith duplication of accounting work 

and records tl;en prevailing in D.:.!partments and Audit Offices. 

Accounting '.Vould b,:::com.e an aid to management in the real sense. 

cf the term for financial c.ontrnl and performance appraisal. 

Compilation of accounts \vould be speeded up. 

With Internal Audit being given its proper place and afforded 

sufficient scope and support, statutory audit need not go into m.ir:cr 

details but could devote attention lo major issues. 

A summary of recommendations of the Y ardi Committee is at A1me :ci 

C. EVALUATION 

3.5 We have reviewed the functioning of the Departmentalised Accounting 

System with reference to its objectives and the benefits which were to accrue 

from the introduction of the system. The review of the system, keeping in vkw 

the terms of our reference, has brought out the following:-

(a) Integration with the administrative set-up 

(i) \Vith the separation of Accounts from Audit, the Departmentalised 

Accounts Organisation is now a part and parcel of th,_; 



(ii) 
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Ministry/P~partment. The personnel of the erstwhile Audit & 

Accounts Department were also transferred to the 

Ministry/D~partment through Ordinance No.2 of 1st March, 

1976,(subsequently replaced by the Departmentalisation of Union 

Accounts (Transfer of Personnel) Act, 1976)] (Annex 'M') to 

enable the Ministries to dischar~e their responsibility of compiling 

the Accotf~lts. It was stipulate.d in this Act that every officer or 

employee tpmsferred would be -entitled to be appointed to a post 

carrying a ~cale of pay not less favourable than the post which-he 

held imm~ately before the date of transfer and in the same 

capacity in which he held that post. Thus, both the Accounts 

Organisatiqh and its personnel are administratively under the 

control of the respective Ministry/Department and function under 

the overall supervision of the Secretary of the Ministry through the 

Financial Aµviser of that Ministry. The Accounts personnel have 

not, however, been integrated into the Central Secretariat Services 

like CSS, CSCS and CSSS, but have retained their own separate 

pay scales 'and designations like Accounts-officer, iunior Accounts 

Officer; and Accourttant as was stipulated Jn the Act ref erred to 

above. This is not unusual as there are many other cadres 

functioning in the Central Secretariat in the Technical and 

Scientific fields who, though a part and parcel of the Ministry, are 

not memb~rs of the Services manning the Central Secretariat 

The Departmentalised Accounts staff have very forcefully 

represented before us that they are not being treated r.s 

belongin~ to ~he mainstream of the Ministries/Departments and 

in support, it has bee11 stated that in many cases, they have been 

accommodatefi in garages, mezzanine floors or at places away 

from the- qiain Ministry/Department. The officers and staff also 

generally have a feeling that they are isolated and trea.ted as a 

category distinct from the other personnel of the Ministry. The 

CGA has also informed us that the staff in the accounts 

organisatldn have not been treated as well as the staff of the main 

Iviinistry and that there have been complaints of not being provide{( 

with proper accommodation and working facilities. This, 

according to Him, has in wtne cases resulted in a sense of 

frustration. 
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(iii) It is unfortilnate that such a situation persists even after the scheme 

has been in operation for about 14 years. In fact, in his inaugural 

address at the Second Conference of Chief Contrnllers/Conti:ollers 

of Accounts on 6th February, 1986, t11e present Prirne Minister, 

who was then the Finance lvlinister, had observed: 

"I hJ.\Ye noted the emphasis placed by the Controller 

General of Accounts to the importance of close1 

involvement of the Accounts Wing i.i-1 different 

Ministries with the mainstream of Dcµart..'11enta1 

xti._.ities. I mysi:!lf feel that no organisation, leave 

ruone fmancL'll tldministration, can succeed in an 

environment of companmentalis.ation and isolation of 

one Wing from the other ............ The Managers of 

Accounts who have the responsibility for creating a 

base for firu:u1c ial information, have io be fully 

associllled with the activities of the Department, 

pruticularly those relating to Planning, Budgeting, 

expenditure central and monitoring." 

(iv) We have thought it necessary to draw attention to the above 

observations which have to be kept in view by all so that the 

Departmentalised Accounts Organisation is able to serve the 

purposes for which it is established. We would, therefore, urge 

that all Ministries/Departments should involve the Accounts 

staff, who are their own personnel, in all their activities and 

take steps to remove the psychological feeling that they are not 

treated like other personnel of the Ministry/Department. An 

attitudinal change is called for at all levels if the integration of 

the Accounts personnel with the administrative set-up is to 

have a real content and meaning. 

(b) Settlement of personnel and public claims 

We had specifically invited comments through our questionnaire about 

settlement under the new Scheme of personnel claims such as pay bills, T.A. bills 

and post-retirement claims of Government employees and public claims such as 

contractors'/suppliers'bills. Almost all the Ministries/Departments have stated that 

in the field of settlement of claims, the achievement has been impressive after the 

introduction of the new system. G.P. Fund accounts are reported to be maintained 
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efficiently and the annual statements are issued within the prescribed time. Post­

retirement claims are being settled promptly and in many cases, on the day of 

superannuation itself. We understand that a special watch is maintained to ensure 

prompt and orderly payment of bills and other claims received from the public. 

All this has provided a great deal of satisfaction. The Committee considers 

prompt settlement of claims as a major achievement of the 
departmentalisation of accounts. 

(c) Timely and accu111te accounts keeping 

(i} We had iht].uired through bur questionnaire whether the Accounts 

Organisation was providing timely and reliable -data-for purposeful 

review of ongoing schemes and better formulation of new 

schemes.. lt has been confirmed by almost all respondents that the 

monthly accounts are being rendered promptly and that there is an 

accurate and timely flow of accounting information. The Civil 

Appropriation Accounts and Finance· Accounts are placed 

before Parliament during the Budget Session of the ensuing 

year as t\i~sired by the Public Accounts-Committee (1978-79) in 

its 104th Report (Six.L11 Lok Sabha). We have been informed by 

the CGA that there has been progressive improvement in the 

compilatipn, of Accounts and the Accounts in respect of 

individuai Ministries are available by the 20th of the foHowing 

month and ·that of the Central Government (Civil) 

Nli.nistri~s/Departments as a whole by the 30th of the follov.1ing 

month. Further, the Accounts Officers in various Ministries arc 

now in a position to provide information about the expenditure 

incurred against Budget Heads as and when required at very short 

notice. Presentation of accurate accounts in time has place,d at the­

d.isposal of the decision-makers vital information for management 

purposes. The usage of the information is most evid~nt in the tnsks 

of watching flow of receipt and expenditure against estima1es, and 

of locating well ahead of time, an;.as of potential excesses and 

-savings-TI\ various-grants. 

(ii) Control over the balances under suspense heads is a fair inclic<:'.tC';· 

of the qt,iality of the accounts maintained. The Committc;.~ has 

noted that there has been a progressive reduction in th.e 

balances accumulated under suspense heads such as Rescnn~ 
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Bank Suspense CAO, and Departmental Adjusting Accounts 

Suspense. Details are shown in Armr;;:x 'N'.However, the balances 

under Suspense Accounts-(Civil), PAO Sus_p-ense, Provident Fund 

Suspense and Public Sector Bm1k Suspense have been fluctuating . 

There is also a large balanc~ under PAO-Cheque Suspense and 

adverse balance under Department.al Cheques which requires a 

thorough reconciliation with a view to eliminating possibility of 

loss on account of irregular issue of cheques or alteration of 

cheques after issue. ·.rne Committee was infoxmed that the 

clearance of Suspense balances was being vigorously monitored by 

the CGA. The Committee would r.e-~ommend that ~he 

fosp-ecHo:n "Wing in the CGA's office shouM continuously Haise 

vvith foe CCAs/CAu and! jlXa;y un active roie in assisting the field 

offkes in h:c!iSing problem air~s. 

(iii) The computedsation of accoundnig ~<Jta has made considerab!e 

progress and with the introduction of Personal Computers (PC) 

frpm June, 1988, the Ministries' Accounts are consolidated in the 

Principal Accounts Offices on computer and floppies are sent to 

the CGA which are used for consolidation of the monthly Civil 

Accounts. Sinc.e October, 19~8, ~di the JP&AOs in Delhi have 

access to Pe.rson:.:ll Computers and are capturing data at the 

voucher/challan/scroll levels. Arrangements lhave also been 

made to supply PCs to P&AOs outside Delhi so that voucher 

level computcrisatiori could be completed shortly. 

(iv) It has been pointed out by a number of respondents that the 

information generated by the Accounts Organisation is not in a 

format which can assist in the monitoring of ongoing schemes or 

better formulation of new schemes. This raises the question of the 

Management Information System required by each 

Ministry/Department to suit its needs which had to be evolved . 

This aspect has been dealt with in greater detail in Chapter IV. 

(v) The Committee is happy to note that the Departmentalised 

Accounting Organisation is fulfilling_ its pr!mary role of timely 
and accurate accounts keeping. 
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(d) Prompt creditin~ qf receipts into Government account 

There has been remarkable progress in the tim£ly remittance 

of excise a~d income-tax revenues to the Government account. 

The two separate schemes launched for CBEC and CBDT from 1st 

October, 1988 have proved very useful. In the metropolitan towns 
like Bombay. Delhi and Madras, the collections of CBDT are 

I 

reponed to be reaching the Reserve Batik of India within 2 to 3 

.days. The new scheme -has also been extended-for accountal of 

expenditut~ and departmental receipts in all the Civil 

Ministries!be~artments of the- Government of India from 1st May, 
1989. 

(e) Publication of Rules and Manuals: 

(i) An important responsibility of the CGA is frarrling and revision of 

rules and rriarluals relating to the maintenance of accounts. Vie 

have been informed that the CGA has kept the matter under 

constant r::.Jieyv and revised. the Rules and Manuals from time to 

time. Among the important Publications brought out by the CG.A 

are: 

i) Government Accotmting Rules, 1990 

ii) Acqount Codes for Account~nts General, 1984 

iii) Civil Accounts Manual 

iv) Manual for Drawing and Disbursing officers 

v) Cent:tal Government Accounts (Receipt and payment) 

Rules, 1983. 

vi) Insp~ction Code 

vii) Revised List of Major and Minor Heads of Accounts; and 

viii) Scheme for pnyment of Pension to ffe,:; Central Gov::::· ime;·:t 

(Civil) Pensioners by Public Sector Banks. 

(ii) The Committee is pleased to note that-adequate attention is being pz..id 

to the continuous review of Rules and M~nuals. 
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(f) Avoidance of Duplication in Accounting Work/Records -
The Merged DDO Scheme 

· (i) TI1e scheme of Departmentali~ation of Accounts was expected to 

avoid maintenance of duplicate and parallel records by the C&AG 

and various l\tlinistries/Departments. However, this objective was 

not completely eliminated even after Departmentalisation of 

Accounts. It was, therefore, decided by Govemment that with. 

effect from 1.4.1986, the records maintained by the DDOs at the 

Secretariat level should be treated as full-fledged accounts records. 

Accordingly, records 1L.1<e Establishment Check Register, Register 

of Broad Sheets for long-tenn advances, Provident Fund Ledger 

Folios and Broad Sheets of Provident Fund and Register of final 

payment cases were not required to be maintained by the P&AO 

thereafter. It was also envisaged that tl1e pre*check before 

payment would be exercised by the Cash Branch itself through a 

Checker or Examiner functioning on behalf of the P&AO at the 

level of a Senior Accountant or other senior official considered 

suitable. The .P&AO was to supply a ci1eque bcok tq the Examiner 

and the cheque bearing the pay order enfacement and the cheque 

book was to be sent to the P&AO in a box under lock and key for 

signing the Pay Order and the cheque .. The passed bill was to be 

retained by the P&AO and the cheque returned in a box to the 

Examiner for delivery to the DDO. A detailed revised accounting 

procedure consequent on placement of DDO functions and the 

Cash Branch with the Controll~r of Accounts Organisation under 

the overall charge of the Financial Adviser was issued by the 

Controller General of Accounts. 

(ii) The scheme as originally introduced did not provide for any 

change in the then existing cadre composition of the Cash Branch 

for the time being. In other words, all matters relating to cadre 

control viz. promotion, transfer, deputation, discipline and 

vigilance of the officials in the Cash Branch were to continue to be 

dealt with by the Cadre Controlling Authorities concerned. It was 

exp0..::ted that in due course, the Cash Branch and DDO which 

were to function under the Controller of Accounts would be 

manned by qualified Accounts personnel. It was also expected 

that it would lead to a reduction of about 250 personnel who 
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could be absorbed against other vacancies in due course; 

However~ this has not happened. Even though the Cash 
Branch/DDO come under the technical control of the Controller of 

Accounts, the administrative control continues to be with the Joint 
I ' 

Secretary(Admn.) of the Ministry. It is reported that postings and 

transfers of personnel in these Branch~s are very frequently made 

and on many occasions without the knowledge of the Controller of 

Accounts. Thus, while on the one hand,- the system of pre­

check by the Departmentalised Account., Organisation has 

been dispensed with, the Accounts records are being 

maintained-by-people who are not fully -conversant with the 

Accounts work. The responsibility for pre-check_now vests 

completely with a Checker who is generally of the level of UDC 

and the P&AO merely signs the cheque v.rithout exercising any 

scrutiny Ol! the claim itself. The working of the Cash Branch/DDO 

is subject to post-check only by the Internal Audit Organisation. 

(iii) Even at the inception of the Depart.rnentalised Accounting 

arrangement.. -.ii.~ C&AG had expressed reservations about the 

system of post-check introduced for DDOs with cheque &awing 

powers. It is necessary to reproduce the observations made by the 

C&AG at that time:-

"It \vas pointed out to Government that post-check 

would tend to be perfunctory as there would be no 

responsibility for any erroneous payment nor would 

there be any urgency for completing it on the part of 

the organisation entrusted with t.he I'espDnsibility for 

post-check. In pre-check, irregular expenditure is 

kept to the minimum and the qwility of Accounts is 

expe-,cted to be distinctly sur....Crior." 

The above observations of the C&AG apply with much greater 

force to the above scheme where a system of effective pre-check 

has been dispehsed with and the Accounts are being maintained by 

thts st.&.te of affairs is :alknvied to continue, there are grave i·lisks 

of improper/irregular mainteirumce of Accounts 'ivith 

possibilities of over-p2ymet1ts. This may become all the more 
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serious if the over-payments are made in the final settlement cases 

like Provident Fund, Gratuity etc. In fact, in response to our 

questionnaire, many of the Departrnents have suggested funhcr 

strengthening of the Scheme. It has also been pointed out that the 

existing policy of vesting the administrative control with the 

Administration and technical control with the Controller of 

Accounts has created functional problems. 

(iv) The existing duality of control and diiution of pn.:~check system 

(v) 

; by not entrusting it to qualified Accounts persormel . :ye 

appropriate levels is 11.m.satisfacto.ry a_nd should be done avm.y 

·with. It is absolutely essentbl that me Cash Branch and the 

DDO should be made a part of the ContrnHeir of Accounts 

Organisation in all respects in aH the Ministries/Departments 

without exception and we recor.mnend accrnrdingay. Vie aiso 

recomrnend that all the post's in the Cash Br:mch/DDO be 

manned by qualified Accounts personnel belonging to the 

departmental Accounts Organisation only within a period of 2 

years. 

We note that the above scheme has b.~c .. 1 introduced in the 

secretariat of all Ministries/Departments except the Ministry of 

External Affairs, Cabinet Secretariat and the Ministry of ·women 

and Child Development and only partially in the Ministry of 

Information and Broadcasting where the duplication of work and 

records continues. We do not see any justification for not 

introducing or fully introducing this Scheme in these 

Ministries/Departments. \Ve recommend that the Ministr)' of 

Finance should ensure its implementation in these 

Ministries/Departments also without further delay. 

(g) Maintenance of Accounts - General 

(i) The Committee is concerned to note that there are several posts in 

Ministries/Departments where accounts personnel should be utilised which are 

now held by unqualified personnel. As a general principle, we would 

recommend emphatic::illy that the responsibility of maintenance of accounts 

should be entrusted only to personnel drawn from the Accounts Cadres. 
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(ii) Our particular attention has been drawn to the functionlng-of-our 

Missions abroad where several Poslc; sp~jfi~Uy created for accounts work 

are being manned by non-accounts personnel of the Ministry of Externai 

Affairs. We have been informed that the Foreign Secretary has had occasion 

recently to address the Missidns on the need for strict financial discipline. He had 

-expressed his distress at the financial irregularities such as excess 

payments.unauthorised/ e~ct~s expenditure and failure to observe administrative 
and financial norms and procedures and to maintain records correctly. On the 

other hand, several Heads pf Missions have complained of the lion-availability of 

qualified accounts assistartc<r. Vv'e find that there are several l\fissions wit~ an 

annual expenditure anti receipts exceeding Rupees two crore. We 

recommend that in each such ·Mission, accounts staff of appropriate levels 

drawn from the DelJ2rtmentalised Accounts Organisation should be 

positioned. . 

(h} -Internal-Audit 

(i) -The Ya.TIU COmmittee had envisaged that there would be an 

(ii) 

_effectiv:e Internal Audit Organisation which would relieve the 

statutory Audit of the burden of going into minor details so that it 

could concentrate on major issues. In ~le nev; set up, the Internal 

Audit Orgm1isation functions under the control of the Head of t11e 

Accounts Organisation with the overall responsibility being that of 

the Financial Adviser of the M1.nistry/Department concerned. The_ 

Principal Accounts Office, the Pay & Accounts Offices as v,1cll us 

the Offices _df:.the--DDO are within the jurisdiction of the Imr.::rnal 

Anclit. Th1s Organisation al~o checks the initial A·::C')t..mts 

maintained in the executive offices to see that they follow the mks 

and regulations and systems and procedures regarding ~ccounting 

and financial rpatters. 

We note that the Internal Audit has mainly confined itsdf to 
ensuring con~pHance with the prescribed rules, regulations nnd 

procedures. Jn other words, I11ternal Audit has largely concerned 

itself with the regularity of payme11ts and has not achieved the role 

envisaged by the Yardi Committee. We have examihcd this matter 

in greater detail in Chapter VI. 
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CHAPTRRIV 

ACCOUT~TS AS A TOOL OF 1\IIANAGEl\!IENT 

A. OBJECTNE 

4.1 An important objective of sepl)ration of Accounts from Audit was to make 

accounts an effective tool of management. Indeed, this might even be considered 

to have been the principal objective. Prompt settlement of personnel claims and 

timely flow of conventional accounts figures, though objectives, could 

conceivably have been secured even without separation of Accounts from Audit; 

but accounts could not become an effective tool of management without 

departmentalisation, that is, without the integration of the accounting system 

within the management function . 

B. EVIDENCE FROM 1Y1INISTRIES/DEPART~1ENTS 

4.2 The Committee has ~ven much thought to the question of how accounts 

could become an effective tool of management in Government. The matter was 

also discussed at length with almost all the persons who met the Com..rninee. The 

written replies received from the Ministries to the Quesionnaire were fairly 

unanimous in declaring that timely and accurate accounts were being received. 

But neither in the written nor oral evidence was there any explicit indication of 

how this timely and accurate data was being or might be used as an effective tool 

of management. 

4.3 A few Departments were frank enough to admit that this purpose was not 

being very well served. 1l1e Department of Industrial Development stated that the 

system could not generate financial information for monitoring schemes as Ll-:ie 

accounts format was not geared for the purpose. The Department of Surfr.ce 

Transport stated that the full objective of accounting as a tool of management was 

not achieved as the system was not equipped or geared to take up financial review 

of schemes. The Department of Power stated that_ account heads did not 

correspond with the projects and, hence, monitoring was not possible. The 

Department of Mines stated that the separation of accounts from audit had had no 

impact on the working of the Geological Survey of India. The Deparunents of 

Education and Culture stated that the accounts organisation could not provide any 

data for formulation of new schemes. The Director General (Works) stated that 
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as the accounts were prepared Pay & Accounts Circle-wise, 1hey did not help in 

the review of on-going schemes and that the necessary information had to be 

gathered through separate Departmental channels. The Department of Rural 

Development stated that the Administrative Divisions had their own figures and 

were not dependent on accounting figures. The Depa,."'Lment of Food stated that 

purposeful review of ongoing schemes and better formulation of new schemes 

was not possible under the present set-up. 

4.4 The Controller Gen~ral of Accounts stated that it was for the 

administration to decide on the: information required which could then be 

generated. 

4.5 The Committee felt that it was a matter of concern that fourteen years 

after the departmentalisation of accounts, nothing tangible had been done to 

make accounts an effective tool of management. It was one of the prescribed 

functions of the Controller General of Accounts to co-ordinate and-assist in 

the introduction of the Management Accounting System in the Central 

rt'linistries/Departments.. A sorry situation appears to have prevailed with 

th~ Cont.roller General of Accounts waiting to be asked and the Management 

not knmving what to ask for. 

c. ADVISORY COMMITIEE 1976 
I 

4.6 Delving into the old records, the Committee discovered that the Ministry 

of Finance in a Resolution gazetted on 3rd November, 1976 had declared: 

"The nu1jor objective of the departmentalisation of accounts is to improve the 

financial competence of the Ministries and Departments and make accounts an 

effective tool of management using timely and accurate now of financial and 

accO'..lndng infonnation for programming, budgeting EJ1cl evaluation cf variot'S 

activitic~-:> and for the optimum utilisation and efficient monitoring of re.sources. 

In order to fully utilise the potential of the new accm1nting organisation, 

Management Accou.ntnncy System should be evolved on suitable lines in 

Government A comprehensive Management Infonnation system should also be 

built up ...... .for the proper interpretation and utilisatipn of accounting d.:tta for 

the purposes of pqlicy fommlation, effective utilisation of funds and 

achievem<:,r1t of maxiniurn efficiency at optimum costs." 

The Finance Jvlinistry set up an Advisory Committee under the 

Chairmanship of the Finance Minister to make recommendations regardfog 
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Management Account..1ncy concepts and Management Infoffi'..ation Systems 

(lV.O:S). A sub-grnup of frµs Committee took u;p the pirepaliation of what werre 

intended to be nmdel i1.0fIB for the :rviinistries of Chemicals & F~rtilizcrs, Works 

& Housing (CP'J/D) and. Agriculture (Command Area Development). These MIS 

were approved for adoption by the Advisory .Committee in 1978, 1979 .and 1982 

respectively. 

4.7 

these mocL:Rs. But, as stated in a background note placed before the Advisory 

Commir-i.ee in 1982, r10 significant progress was made, possibly because of 

"(i) i.nad.eqm:te appreciation at-higher levels of the need for developing 

inte;rat.ed information syste:'Tls and l.acl.c' of enthusiastic support from Secr-.,;ta:ries 

of w'1e Ministries ccnccrned ....... 

(ii) pre--cccupatian of senior officers in the Minist1ies with other iinpcrtant 

works." 

4.8 TI1e Advisory Corpn1ittee was wound L:p the:-;~dter, presumably in the 

expect.1tion th.at th,~ impetus provid.ed by the model 1V1IS si,;;t up in thrt!e 

Departmems would !1!ad to adoption of .I\lllS and supporting mai."1agement 

accountancy syst::.1m ".Vhemver appropriat~ in the other Ministries and 

Departments. ill e:ffoct, not on!y w2.s there rm such development, but the MIS 

adopted in the U1r-e-i:: IvHnfafries/Depzrtiments appears to have fallen into 
disuse and h~.,v~ 'i-7.itherzd ~w:ly. 

D. PERFOR?-11ANCE AND ZERO-BASED BUDGETING 

4.9 The Advisory Committee's terms of reference also included. performance 

budgeting and management accountancy. Accordlng to the note placed before the 

Advisory Committee in 1982 "even though tr.e Ministries/Departments had been preparing 

Performance Budgets .... for the las~ ten years, it h.as yet to develop into an effective management 

tool for administrative and financial control ..... Performance Budgeting can be meaningful only 

after standards and norms for measuring performance are established and proper nw.na.gement 

information systems c1.evelov....d for monitoring performance against targets." 

4.10 Performance budgea:s are stm prepared. They are at best informative, 

narrative companions to the Budget but with little value as tools of 

Management for the reasons already identified by the Advisory Committee. 
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4.11 In 1986, there was another attempt by the Department of Expenditure at 

improving expenditure control: it was decided to introduce Zero Based Budgeting . 

(ZBB). In his letter of 10th July, 1986, the Secretary (Expenditure) explained that 

ZBB_would require: 

"identification and ~ning of objectives; selecting the best alternative 

through cost-benefit and cost-effectiveness analysis; prioritisation of objectives 

and programmes; switching of resources from programmes of lower priority to 
I , , 

those of higher prioritY; and, identification and elimination of programmes 

which have outlived ~eir utility.~ 

4.12 The Secretary(Expenditure) went on to state that with the adoption of the 

ZBB approach, the Perforinance Budget document could be further refined-so--as 

to increase its usefulness. He mentioned that workshops and seminars would be 

held to train key officialsin·ZBB-techniques. 

4.13 Our enquiries revealed that this initiative did not result in any significant 

economies and appears to have been still born. H is probable that no 

meaningful exercises cm.dd be carri£d out without the-suppo:rl: of infornution 

systems and accounting data sy~tenIBtic;::Hy presented to provide tile basis for 

analysis of the efficiency and effectiveness of expenditures which were being 

incurred. 

E. PROFORrvIA ACCOUNTS 

4.14 It is of interest to note that n1dirnentary management accountf are 

provided for even in L~e existing accountancy system. This is the req_uir,:!ment 

that Departments of the Government \vh1ch are responsible for commercisl or 

semi-commercial functions should maintain proforma accounts which will br-ing 

out the economks of generating t.11e services they provide. A Comrr-JUec \vhici1 

was set up to review the Generafi Financial Rules, Central Treasury Rulc:i &.nd 

Account Codes reported in 1985 that "over the years many ckpartinents bve frJlen i.nto 

arrears in preparation and maintenance of proforma accounts, We suspect that such organisations 

do not really have genuine commerda1 bias in their operation .... tt The Committee 

recommended that simplified proforma accounts be maintained so as to penn~t ai: 

least of the monitoring of the cost of L'1eir operations in o.i:·fp':nisations such r.s; th~ 

Government Security Press and AIR PlJbiications. Howevvr, the Cormnitw:: folt 

that such.proforma accounts need no longer be attempted in respect of "the 

Central Government Health Scheme, Famine Relier Fund, Central Government Residenti.El 
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accommodation and such units because the cost or their operation has-- no genuine 

4.15 We consider this to be a surprising statement. We trust that the 

Govenunent's acceptance of V1e Report of this Committee will not be interpreted 

as acceptance of the view that organisations such as the Government Secwity 

Press etc. nee,.,d not have a commercial bias and that there has been some dilution 

of the policy set out in the :1vlinistry of Finance Resolu~on of 3rd Novemb-.':r, 197 6 

which proclaimed the objective of achieving "ma....,.imum efficiency at optimum costs" in 

all areas of Government activity. 

F. lYiANAGEMENT ACCOUNTANCY 

4.16 Since MIS, Performance Budgeting and Zero Based Budgeting are not 

within the tenns of reference of this Committee, it may not be cle:u- why the 

development of - or failure to develop - these systems effectively is being 

desc1ibed at such length and what the connection is with management 

accountancy .. Management accountancy may be described quite simply as a 

presentation of accounting data in terms which can assist management. In 

Government, it will largely involve analysis and identification of costs - not 

merely current cash flow but costs in toto including depreciation of assets, costs 

of services and assets provided. by other departments, -costs of maintaining stores, 

costs of stores utilised but purchased in past periods, adjustments for inflation or 

hidden subsidies, if necessary, and accrual of future liabilities - and relating such 

costs to activities, functions and objectives. In this process, options can b.=.: 

evaluated, wasteful activities are identified and decisions may be taken in full 

knowledge of the costs and benefits involved. There is an impact too on the 

quality of management; indeed, it has been well said that a manager who has no 

means of measuring his perf01mance is unlikely to be able to optimise his 

efficiency. 

4.17 Such analysis and presentation of accounting data is meaningful in 

relation to objectives and activities. It is generated in respDnse to management 

systems installed for tl1e purpose of monitoring, evaluation and control, i.e. 

systems such as Management Information Systems and Performance Budgets or 

for the creation of responsibility centres, or the setting of targets and the 

quantification of objectives. 

"':J 
II .., 4.18 It is fairly clear that the objective of developing management accounts 

and thereby making accounts a tool of managem~nt has not been achieved in 
I 
I '" 
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any tangible measurer To a large extent this is, as already mentioned, 

because of the failure to develop the systems which management accounts 

would have sub-served. 1t was suggested by the Advisory Committee that this 

failure was because of inadequate appreciation at higher levels of -the-need- for 

developing such systems. But this is perhaps an inadequate explanation. What 

was sought to be achieved by the setting up of the Advisory Committee in 1976 

was not merely the development of some kind of data bank to be drawn on when 

occasion required, but a modernisation of the culture of management which 

would=--leanLto demand and use a continuous flow of analysed infonnarion 

relevant to the various aspects of management. The intention was to focus 

attention -on key areas.-to provide timely warning of slippages- and bottlenecks and 

to forecast expenditure more precisely against estimates. In course of time, this 

would have led to development of performance indicators and measures of output 

in relation to costs, increasing cost consciousness and greater concern for 

efficiency and effectiveness in the use of resources. 

G. MODERNISATION OF FINANCIAI ... l\1ANAGE?vIBNT 

. -
4: 19 The lesson to be learnt from whm has happ-:-:ned is that such far reaching 

pm·pose cannot be achieved, or even effectively initiated, by the mere 
prescription of a few model for"ms for. information gathering, or by 

occasional exhortation. If a new culture is to be developed, it has to be nurtured 

assiduously till it has firmly taken root. New systems require expert 

in:;tallation nrd maintemmce and cordnuous modification and refinement 

until requirem·2nts are ~mtisfactorily m2t. The inevitable resistance to char:ge 

b~u;ed on lack of knowledge, vested inti:;:-ests and apathy has to be overcorn-;. 

'\Vhat is requit2d is a combination of 

(i) Continuous expert centralised prescription and guidance from 

t11::: ~ ... 1inist-ry of Finance with a major contribution and initi.;ct'VC 

:"rom the Controiler General of Accounts and, from time to time, a£ 

r:t:cessary, from experienced consultants. 

(ii) S p~cial trafoing of the accounts cadres whose current training 

provides them with the potential but is not adequate to enable L1em 

to develop mas1;-;gement accour;,t~; in support of various rnod~:rn 

processes of management. 

(iii) Training of all concerned with using the management systems and 

accounting data - in particular those in the Finance Departments. 
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The table below indicates the number of :mpervisory po;~r.s 

Ministri.e~vDepartments and Service to which the present 

incumbents belong: 

f'-To.of 
pests 

{)~ .. gaxiisi!d 
Air.t,:ou.nts 
Ser~iiczs 

::Q,\IRjr~:t 

5e1rv~czrs 

·~ -- - ... _ - -------- --- -- --- --- ... -- --------- -------·------ - -- "!' ~----- ___________ .,.. ______ ... ----- __ ........... --------"~ ... 

.t\.ddl.Secy. 3 1 6 
(J vacant) 

Jt. S e.r;y. 20 3 11 6 

Lite-c .~er 19 2 6 7 4 

Dy.2ecy. ~,') 
..(.,,,,:,., 7 10 4 

lJnc~.=;r 

(1 v~c;rnt) 

Ste/. 57 4 , "! 1 1 
'+-"' l 

65 

(iy) De'.re!opm:':nt of internal audit, not merely the routine "tic1c ;~n'J. 

turn" audit and the audit of ~xpenditure against regu1arit)', tut "\:.-'1-::L 

has C.e,::n termed "Vaine For lVIoney" audit. Such audit utifo;e:. 

management accounts, infonnation systems and other cfata .:r.::­

evaluate the efficiency with which resources are utilised (th:; 

maximisation of output relative to input) and the extent to whc;: 

rhe objectives are achieved without necessarily any questioning cf 

such objectives. 

(v) A cornn:utmcnt by senior managemen~ to making the new systems 

work by their visibly and continuously using the systems to geed 

purpose. Specific trmmng of senior management wouJ1i 
undoubtedly be called for to secure such commitment 
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4.20. It is not suggested that with 1he lack or management information 

systems and numagen;t~nt accounts, there has been no modernisation of 

financial management. In the last ten to fifteen. years, notable proficiency has 

been attained in project eyaluation techniques under the impetus of the setting-up 

of the PIB, the posing of projects for World Bank financing and the work being 

done by the Project Evaluation groups in the Planning Commission and in Public 
Sector Undertakings. But that apart, by and large the culture of financial 

scrutiny hns undergon~ little change: it still remains preoccupied with the 

quantum of expenditure rather than its efficiency, form rather than substance, 

conformity with prescribed procedur~s and a somewhat ritualistiG application of 

the General Financial ltµles. 

H. EXPERIENCE IN THE UNITED KINGDOM 

4.21 We would draw attention in this context to work which has -been and is 

being done in the UK during the last eight years with the launching in 1982 of 

what was termed a Financial Management Initiative~ The objective has be.en 

stated to be the promotion of organisation and systems in which managers at all 

levels will hav2::-

"(a) a clear view of their objectives; and mezns to assess and, whenever 

possible, measure, outputs or perf onnance in relation to the objectives; 

(b) well defined responsibility for making the best use of Lheir resources, 

inducting a critical scnltiny of output and value for moneyi and 

(c) the infonnation (particularly about costs), the training.and the access to 

expert advice which they need to exercise their responsibilities effectively." 

4.22 The UK Treasury and the Mariagement and Personnel Office provide 

direction and coordination through their Joint Financial Management Unit. The 

Head of the Government Account<mcy Service (a position somewhat similar to 

our Controller Gene~ of Accounts) has "a direct operation.al respon:.lbility" in 

prometing the reform of Financial Management. In evidence b~fore a 

Parliamentary Committee, Sir Kenneth Sharp, then Head of the Govcrnment­

Accountancy Service, explained that he considered it his duty to assist 

a greater feeling for "how much something costs." 

.. 

'(,. 
i '{; 

t. 
~ 

~ 

t 
t 
e ,,. 
'-

c 
t 
~· 
< 

e 
e 
e 
f.:, 
'--

~ l 

c t 

( 

f 

( 

li 
'-

t 

" '-

!; 

£ 
i. 

" ~- t ". 
( 
,.,. 
\.., 

~ 
t' ...__ 

c 
c 
c 
( 
,.. 
I... 

c 
~ 
f<;'-

<• 

\. 

( 

( 

(' 

G 



j 

J 
.. / 

' .~ 

ill 

~ ~ 
.ld 

I ;; 

·" J 

J 

! ~) 
~~ 

:) 

~J l 
I :J 

~:,; 

~ 

.iJ 

29 

4.23 The Ministries/Departments of the UK are required to report periodically 

to Parliament the progress made in pursuance of the Financial Management 

Initiative and the savings and economies achieved as a result thereof. 

4.24 A ·significant staternent made before the Parliamentary Committee by S i:r 

Roben Armstrong, then Head of the Management and Personnel Office (and larer 

Secretary to the Cabinet) is worthy of note as indicating the impact of U-.e 

Financial Management Initiative. He said 

" .... it is probably tru~ that .... Civil Servants have tended to find policy work 
. 

more glamorous and more interesting than managemenl work:. That has 

changed a good deal ..... They are much more conscious of the need to lTL'.lil.age 

departments, much more interested in doing so and finding ...... that it is not 

second class ooring kind of work that they thought but actually ext"emely 

interesting and productive.of r.esults." 

4.25 Taking into consideration that there is much similarity in form of 

Government between the UK and this country and that introduction er" 

management concepts into Government is a slow and difficult process, involving 

considerable trial and en-or, it may be well worth obtaining detailed 

information of the UK experience and examining its applicability in our 

situation. 

I. UTILISATION OF ACCOUNTS CADRES 

4.26 The modernisation of fin211cial management, the adoption of information 

systems and management accountancy, the development of performance 

indicators etc. is necessarily a gradual process. Systems have to be tailored to &.e 

needs of each organisation and it has to be ensured that the cadres who \\ill 

maintain and use the systems are adequately trained to do so. We would hope 

that Government will conslder proceeding on the lines we have suggesterl above. 

In that expectation and confining ourselves more precisely within our term:; of 

reference, we make certain recommendations which would lead to utilisation of 

accounts as a tool of management We understand this objective to be a pan of 

the larger objective of improving the quality of financial management. 'Ve, 

therefore, believe our recommendations should include measures for better 

utilisation of the accounts cadres which have been formed to maintain the 

departmentalised accounts and to carry out internal audit. Such better 

utilisation, we believe, will prepare the ground for the development and 
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acceptance of management accountancy and play a catalytic role in the 

effective integration of accounts into the financial management system. 

4.27 To go back again into the history of the· separation of Audit from 

Accounts, we find that Yardi Committee had recommended constitution of a 

centralised Finance & Accounts Cadre. This idea was apparently not pursued by 

the Ministry-of-Financ~. It has been argued before us by the ICAS Association 

that_ real integration of accounts in the Finance Department can take place only if 

the fWlction of Controller of Accounts is combined with that of Financial Adviser 

- in other words, that ill senior posts in the Finance Departments should be 

encadred in the ICAS. We understand that the policy of Government is to keep 

the senior posts in the Finance Department within the Central Staffing System -

which means they \vill be open, on a tenure basis, to officers of all cadres who 

have the required experience. This is an organisational matter and has been dealt 

\vith in paras 7.5 to 7.11 of Chapter VII. However, it Es surely time to acceptthe 

fact that financial administration in the Ministries which is at the cutting edge 

of the finance role, involving -evaluation of proposals, monitoring of 
expenditure and mnintenance of financial and management accountsr-can no 

longer be trented as n generalist function. If the Financial Adviser and his st:.ff 

do not have financial training and experience superior to that of those whom th'.~Y 

advise, there can at best be the dubious comfort of two heads being better than 

one. \Vhat is required fu)m the Financial Advis:::.r is identifiable specialist in_?ut 

which will contribute to more effective management in Government. There FiH, 

therefore, be need for special -emphasis on appropriate intensive expefr::n::e 

and training of officers appointed to the Finance Departments since foe-_;e 

officers wm have to work ";rvith or supervise an Accounts Organisatim1 ";· :: 

Internal Audit and also to provide leadership in the progr"2·-- ;i · ·;; 

modernisatiort.of Financial \fanagement. 

J. BUDGET SECTIONS -

4.28 There are, however, areas in the Finance Departments which sho::',1 

appropriately be placed within the purview of the Departmental Accountin~; 

Organisation. As far back as 1981 the Govemmtmt took steps in this direction. A 
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!eUe:r d~t.ed 4-5~tH from the Secreb.ry(Expenditure) to all Secretaries states as 

fol101.vs: 

4.29 

"l. A major objective of st~paration of Accounts from Aurfa in 1976 was to 

improve the financial competence iri the :fvlinistries and to ma'.\:C Accmml'> an 

etfoctive tool of management. It was expected that the avaibbility of financi;ll 

an.d accounti.ng information within t11e Ministry would be of ~eat as.sistance to 

th .. ~ Fl:r.ancial Advisers and the Sci::.retruies in the discharge cf t.bdr numercus 

responsibilities. 

2. The question of \ll.'.lking tetter use of the experience r..;1d expertise of 

the Chief Crmtroliex~/ComrolL·rn of. Accounts by I.he variou.> };lir;i!>t.ries h.c'Js be-:n 

er!g.P.ging our attention. It i:; !.-;cnsidered that since the Pay .6t .A.ccount..:1 O.ffic:.~.s 

rri..ake a s•ill better us~ of the :;;·ztem and the manpoo/er avnibble . 

3. ti'lat tlie budg:;t work of 1.he 

I\.linlstrics/Deparunents, now ~;np;;rvis.ed by officers of the Administrative (,.l" 

be enuusi.ed to u':e Co::troUcriChicf Controller of Accmmts. The 

l'viin.istries/Depar1.rnents whic11 nave a Chief Controller of Accounts i:.s wdl a5 a 

Ccntrolkr of Acccw1ts cGu ld also coasider entrusting to tJ1e:n some finance 

worlc, in consultation wii.11 L1ic FinJ.ncial Adviser." 

In his inaugural a(u~·Ess at the Second Conference of Chief Controllers cf 
. 

A.ccoums, L1i.e then Fii'1&icc Minister, Shli Vishwanath Pratap Singh, sw:wd:-

"I have noted the empha<>is placed by the Controller General of Accounts to tl1e 

importance of closer involvement of the Accounts Wing in different Ministries 

with the mainstream of departmental act.ivities. myself fed that no 

organisation, leave alone financial administration, can succeed in an 

environment of compartmentalisation and isolation of one wing from the other. 

I would lL\e to consider what specific steps should be taken by Government to 

bring about a fully harmonised financial administration iI1 all departments of 

Government of India. 111e 'Managers of Accounts, who have the responsibility 

for creating a b.'.lse for financial infonnation, have to be fully associated with the 

activities of the departments, particularly lhos.e relating to planriing, budgeting, 

expenditure control and monitoring." 
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4.30 It is surprising that the directions of the Ministry of Finance have been 

carried out-in a--very few Miriistries/Departments, i.e. the Ministry of Labour, the 

Department of Atomic Energy and the Planning Commission. The Ministry of 

Labour has stated that the Budget and Accounts Sections function under the 

Controller of Accounts ap.d fuat this has resulted. in greater coordination between 

the Accounts and the Budget wings. In the Planning Commissl.on-and~thc 

Department .of Atomic Energy also, the l?,udg((t Section functions under the 

Controller of Accounts. 

4.31 Most of the Ministrie~/Departments in response to our Quesionnaire stated 

that they felt that there w~ much merit in the Budget Section being placed under 

the Controller of Accounts. A few however, had reservations on the ground t..11.at 

·budgeting was a 'financial' rather than an 'accounting' function - which we feel 

rather misses the point. A few mentioned administrative problems and we are 

inclined to believe that the reluctance to act on the directions of the Minjstry of 

Finance has been b·gely on account of administrative/ca::L.--e problems as in the 

case of tl1e Merged DDO Scheme. 

4.32 In his c:::::rEnunication on this p-0int to tl1is Committee th-:; 

Se-eretary(Exp~;r1ditur\~) has s~1.te.d as folio\vs: 

~In an i(;~al. s~' •; Accounts and Budget fll";.! inseparable. Tncre are, however, 

practical cEfii-: ·. ;i · ~ m1 account of current proc.cdures for rnanning secretariat 

posts. Pendinr: .H J.mlamental review of the t;:xisting system, the best com-s-~ 

would be to·: '.:.' adrcirl.istr~cive measure:; whereby Accounts formstions in the 

Ministries anct '.i1e CGA's office (in so for as Budget Division cf Ministry of 

Finance is co;-:c~~ned) nr~ intimately and formally involved in the preparation o.f 

?-1iinist...rics' and Union Budget and subsequent monitoring of expenditure agaim:t 

allocatio."1s. Such &'T2J1gemcnt.s must be bacl)ed by formal procedures pilling 

for consultations with Accounts Units at every stage of Budgct preparaLion 

including projeclions-of-cash flow requirement and subsequent monitoring of 

progress of :;;xpenditure/re:alisation of revenue ~gainst-such-projections." 

4.33 We consider that there would be gre.-'lt advantage in the Budget 

Section being p!ac;:'!d under the Controller of Accounts and progressively 

manned by pers:.:nnel frp1h the Accounts Department. On the one hrnd; 

profossional nw ... ri:) :~-:::rnent of this important function would k</ :c ;,c.· 

initiative in bringing about improvements and greater receptivity to chang~;. On 

the other, there would be inc;t~ased coordination between the Accounts wing and 

the Budget Section.· In coursl!' of time the role of coordinating the prepsmtion of a 
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meaningful Perfonn:ince Budget should be taken up by a special group in th~ 

B::dg:::t Scctic:n \'./hich wculJ v1G.d;. clo~ely with t11e managemcn t accounts group 

in the Accounts Wing. 

4.34 \Ve do appreciate that t.l:ere may be adminlstrative diff:culties in bringic;g 

the Budget Section3 under the supervision of the Accounts Or~r.nisation. "But t.'-'.! 

foncis.:r.e.ntal re·.riew of the e;J.sting system" referred to in the communicatic::1 

frcm the S~I:::.::-y(E;~_!::enditu:~) may not ta.!£.e place for scr2e time. In t>.! 

m:;:1m:ime, hill ;:::.;.:.".Sures cG.rll:ot lead to efficiency. Vl/e •.vcuic recomme::C. 

t!1~rcfore, that s cle...:'lr tirr:e ~:om'!d plan of action be ndopt2d. In the L-:;: 

instance, the Buc::;ct Sections in all Ivlinistrics/Deparu~nts sf:ould lY-! plac::.: 

L.'11II'..ediately un~r t11e Chief Controller/Controller of Accounts. Thereaf:c:-. 

within one year, n!! stnff in ~'le Budget Sections shou!d be Ll-:cse borne on L'-:e 

Accou:nt<J cadr2. This wodd t.Xc!! place either by repbceme:1t of existi.r.g 

incumbents (or filling of vacancies arising by retirements), by accounts persoru:el 

or by permanent seconcim.ent of those among the existing incumlxnts who are 

suitable and willing to the Accounts Cadre. All Officers and staff should be 

required to unde:-go sp~dal tr~!ning on which recom_mendations are made in 

another section of this Report. 

4.35 It has been suggested. that it should logically follow that the Budge: 

Division in the Departrr.ent of Economic Affairs should come under the 

supervision of the Controller General of Accounts. We do not agree that this 

would be necessary or desirahle. The preparation of the national Budget and 

work arising therefrom goes well beyond forecasts and monitoring of receipts and 

expenditure. There is a considerable economic input and interaction \.\1L1 

Parliament, the banking system, national and international, and with the State 

Governments. Traditionally, the Budget Division has been manned by office::s 

and staff, carefully selected on the basis of experience and ability from the 

Accounts Services/Deparunents and undoubtedly this practice will continue. The 

Budget is a major responsibility and preoccupation of the Secretary, Department 

of Economic Affairs and we do not think it would be constructive to interpose the 

Controller General of Accounts between the head of the Budget Division (JL 

Secretary or Addl. Secretary) and the Secretary. We understand that procedw-es 

·already exist for the flow of information from the CGA and other Accounts 

organisations to the Budget Division, and these may be strengthened as may be 

necessary. 
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K. Monitoring and Control 

4.36 The Finance Minister's advice to the Conference of Chief Controllers of 

Accounts referred to in para 4.29 did not, we understand, lead to any proposals for 

extending the scope of responsibilities of the Accounts Organisation. 

4.37 Several years ago, in a letter dE.ted 2nd March, 1979, Shri Ramaswamy R. 

Iyer, then JS&FA in the Ministry of Chemicals and Fertilizers, wrote to the 

Controller General of Accounts urging an active role for the Accounts Unit in the 

Management Information System of the Ministry. He wrote that "It would be quite 

an appropriate agency for reviewing any financial progress statements receivt.d from the Public 

Sector Units. ..... The F.A. ... .needs assistance in the analysis of proposals; he could make good use 

not only of the Finance Branch but also of the Accounts UniL... It is only by stretching and 

extending the functions of the Accounts Unit in this manner that the P.A. can shape it into a useful 

mana,gerial instrument and make the twin reforms carried out by the Finance Ministry (the 

Departmentalisation of Accounts and the Integrated Financlll! Adviser Scheme) reinforce each 

other. 

4.38 We are not aware that any action was taken on an institutionalised basis, 

to act on the lines of this recommendation, but some of the SecreUL'ies and F.As' 

who met this Conunittee did mention instances of their havir1g utilis.:.-,d th~ 

Accounts Units, or officers of those Units, on an ad hoc basis for particukr tasks 

with much satisfaction. 

4.39 In response to our Quesionnaire the Secr.~tary(Expenditure) has stated: ~r 

agree entirely that ru-e-1s of responslbility of ICAS Officers working Lr1 ca;:tre posts r;,rn."." b::, 

·significantly enlarged to make the best use of tl1cir specialisaiion <uid ex:p'.!riencc..... J.:1 

determining specific arens .... the objective of ultim,>.te integration of all finance 8I'.IGini£tr~u:-<-,. 

functions should point the way for gradual enlargem'.'-nt of their work contenL ... (the) Account.::; F.C~ 

up LT1 various Ministries is n vital component of financial admirJstration. Every step tD remove 

their isolation from the mainstream ... ., to enlarge the!r responsibilities and to heighten th~ir mor:1;e 

would be in the best interest of financial administration." 

4.40 We have also been greatly impressed by the evidence give.n to us by some 

of those who met the Committee, in particular Shri R.R. Gupta, forner 

Secretary(Expenditure) and Shri Badal Roy, former Secretary(Labour), to the 

effect that the optimum utilisation of the accounts cadre and t11e accountfog data 

they compile, could best be secured by allotting executive responsibilities to the 

accounts organisation which would motivate the accounts organisation to derive 

from the accounting data available with them, such analysis and refinements as 
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may be necessary. It was also pointed out to us by several witnesses that the 

prcssm-c of Vio:s:k on foe Fim .. nc:iJl Adviser and his deputies on the: Finance side 

was so great that there was a tendency to neglect the monitoring function, i.e. the 

emphasis was predominantly on work relating to examination and clearance of 

proposals/schen;ies and projects leaving insufficient time for follow up, review 

and evaluadon . 

i:J.<3.J. H dippe.sss to us thrd Uiii.s is nn are.a of work foll' which tJhe ac•>;;m::~~.s 

~(h°.,e ·~'iHh Hnks to ~he Ac:cmJnts Y/nng and the Budget Section 'r1ould :t:,,e 

t;minently suited. The vv·ork would indude • 

(a) a.'o.o:~ocbtion in Jrmmatod:n:g of prrogress off schemes/p:rojtcfs 21.1d 

expendHln-e to fr'acimmt:2 ~11 schematic review; 

(b) <1.SSGcl:Clfal11l in Spprnlis~d of functioning of c:·p2d!W2nh:! ar:d 

gni.nt receiving bodies including appn:iis.ai u{ dincd:!y funded 

(c) analysis of,finanda! d£lt:::i provided by PSUs; 

(d) relea.se/obtnining 3pprnval for release of funds to Public Sector 

Undertakings and other bodies; 

(e) ccor<lination of i\lflS, instnilation, mnintenance, updating; 

vetting of ccst estimates, pricing studies, viability studies d:c., 

with reference to accounting data on other/previous projects; 

cc.ordination of dispos31/follow up 4llction on audit paras~ 

queries 1'rnm the C&AG or internal audit, PAC/Estimates 

Committee/Committee on Public Undertakings reports. 

4.42 We believe that the handl1ng of these areas of work under the supervision 

of the Controller of Accounts and the manning of all posts by officers of the 

accounts cadre appropriately trained, would lead to the demand for infonnation 

systems and management accounts and thus prepare the ground for the 

· introduction of modern management techniques. 

4.43 In consideration of the responsibilities proposed to be placed on the Chief 

Controller/Controller of Accounts, we consider that it would be appropriate fo 

designate him as Financial Controller. We understand that this designation is 
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already in use in the Ministry of Civil Aviation. Designations are important 

psychologically and it is necessary that a designation should describe as 

accurately ru; possible the function being performed.· We consider that the 

designation of Financial Controller would greatly help in bri.nging the a.::counts 
organisation into the mainstream of the work of the Ministries. The Financial 

Controller win, however, continue to function under the supervision of the 

Financial Adviser of Uie Ministry/Department. 

L. U•J'TEGH.i\.'I'ION OF FIELD OFFICES 

4.44 The discussion in the preceding ps.ragraphs has related to the integration 

of the Accounts o~ganisation with the -..vork in the Ministry. It is equaEy, lli'ld 

perhaps, more important that such inregration should take place down the; line, in 

the field formations, sa t\S to prcmote: the use of accounts as n, ton! cf 

Management at nll l~vds. 

4.45 Attached o:- subcirdinate t{) t11e Ministries are the large Di.rectcrr:.tcs 

General such_<cs th:c DC3 (''i/o::1-:s), DG (S&D), DG (GSD, DG (I&D) r..nd. L"G (l--:'.S). 

Pa , "''nri A..-~·--·1.,..·'c i'>c.:::r·p-" ,,-,.,,1,,;i.-. u'1"" ~~ .. ~011nt" reh,+.;.,c; to .. r,.,.!':.-· o-·::r"~.~~~ .... ;rJ""'« 
) cu u. ·'-''-'~''-''"'" '-'".J.lv•'·~' '"'- '.. }"'-''··' ... v .:;_.,,,._, •• 1 -u l<i.U.u._,, \.. •• ..,~., ';.;:.<» .. '-'"'''"'" .. .<.-

but L?.re :·~~~ ': i~1 1 ·~1~· "'~-~:1 1~: (;_.~: ... ~~<0-·:~:.J.Y' r.:!:·nE.gC>mcnL_ In the CH.Se of t1~[~ I)C~ (~J/~_;~·J::_~;)~ 

P"'r·n,.,pr-- ~~-~ 1~ .... 0 ........ ~ ~T""··,.t·j{"'~ ,1 r; ~-:-rv1~r'!,....,~ .,~'."1"'1 0 ,.,1 ,.7 th"' n.11·.,,..,,"t0ro,ti0r.1 ~.orvc-.~--r..~ ~hi:=::. ~ne\-r:-~:·-= .. 1 .,,,,,. ... a ...') u!- ... .J ...tl.~~, ..... i:'};_ u1-~1 ... v.u .. ::.~ ..,.~~:,....-.;.•V.J' 4-. .i.. .... ..(. •lo .v AV'-' v.-c.. .. l> ....... , u ........ , .......... t:-J., U.:. ...... ~:;_-, .... ..: .......... ~r .. 

(b) 

{-·,\ 
\'+--•) 

Budgeting in th~ CPVlI: 0 1972) 

tll" A Ay·t·so'i(~v l'"""'m· .,..,.,u· h·p.p. ( ..... ,,,l:-rc~ (r~~ 
.. , .. .,, .,, A.J ~·'-' ..... , . .-.~-·~· ·~ .... 

n,-.,~,· 11''~1,.;<,.,...:,. n :n t;..,, C')D'!{)11~- of !>.CC''.""; . .., o·ff1c" ;,., """''' j.;"1-.--·i L<.>.LH,~) l'-' ><1.:.U.J1 l Al,, '- ··' .~t,1. ,-;. V•«•><> ,_ ,.., ,,.,, '"·'" "•"'··· ... · ·' 

to t.11e computer syste.n:i in tite divisioncl accounts office. 

I ·· .. tti I~) ·'Jln~J.})' ~ 

role to b\~ the maintenance of accounts per se and no'.: .:u provide 

P.. service to Mai1agement. 
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4.47 The Advisory Committee ( 1979) in its report on the introduction of lVUS 

in the CPWD sta.ted as follows: 

4.48 

(a) "TI1e depsrcmentalisation of accounts in the CPWD has made llu.le 

difference in the accounting system or in the relationship - function..11 

and attitudinal - between the accounts and the exe.cutivc." 

(b) "In the result, the accounts organisation continues to function as an 

extern.al agency preoccupied mainly wilh compiilltion of accounts, 

whereas parallel records are maintained by the executive to meet their 

req uirem en ts." 

The Advisory Committee recommended that the Zonal PAO should report 

to the Chief Enginv.;r (CE) for da.y to day administration and should also funcdon 

as his F.A. Similarly the CA (CP\VD) should function as P.A. to the DG (\Vofr:<>) 

and report to him for day to day administration. 111e existing posts of Finn.nee 

Officer attached to the CE's and DG(Works) would be absorbed in the accounts 

organisation at the appropriate levels . 

4.49 The Divisional Accountant in the office of the Executive Engineer (EE) 

repons to EE and is part of the divisional staff although he belongs to ti~e c:-:dre 

controlled by the C/.i.. \Vhat was recommended is a similar integration at the level 

of CE and DG(\V), with cadre control remaining with the CDntroller General of 

Accounts. 

4.50 The ComrrJttee endorses and reiterates the recommend!::tion cz,f t~·;.e 

Advisory Committee and urges early imprementation. The Committe-0 aLc· 

endor;;..e5 the rcromm.::u.'.ation uf the Advisory Committee that in the ne·w set 

up the CAJPAO should be redesignated as FA&CAO and f~tt. FA&C/J) 

respectively. 

4.51 We have not examined in detail the -situation in the other Directorates 

General. But we recommend that, mutatis mutandis , the same prindp!ec" 

should apply and th~ accounts organisation should be integrated in the other 

Directorates General or any similar organisations. 

4.52 The Integration, we recommend, would lead to saving in time and 

effort by dispensing with the maintenance of parallel sets of records and in 

maximising the utility of computerisation. The Accounts organisation would 

be closely involved in monitoring and budgeting and would respond witJ1 tL:! J:~.iJ. 

required for this purpose and for developing the infonnation systems. 
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M. l\1ISCELLANEOUS ACCOUNTS UNITS 

4.53 There nre certain units in th~ Government where accounts have been 

maintained dep-a:-tmentnHy even before the separation of Accounts from 

Audit in 1976. -'The per~mmel employed for this work are mainly drawn from 

the Central Secretariat cadre and do not have any formal training or 

qualification in aeco:-ints, \Ve have not examined the working of these units and it 

is entirely possible t..iat t.t-iey are functioning satisfactorily because of the 

experience of th~ persons involved. However, since there are, since-1976, in­

house organised Account.s cadres, it docs seem appropriate and des.iraMe 

that the pers!la.'3 working in those units should b~ absorbed in the Accounts 

CTidres, if willing and suitable, so that they mti.y have the benefit of the guidance, 

trnining and variety-of exposm-e which then becomes available. Simultaneously, 

t.'1~ induction of qualified r,nd experienced officers and staff from the Accounts 

cadres into th~,:.'1.:.~ secjons wm surely open the doors to modernisation and closer 

bteg:ration of Accounts \V:ith Managerm:nt. It is possible that there will be cadre 

p;_·oblerns as in other 2-i.'"eas, in giving effect to this re.commendation but we urge 

:hat thes·~ should b-~. overcome and a time bound _programme adopted for 

__ other.:: t;; whf.ch the sr..r11e p:-focipk-: should upply: 

(i) Controlkr of Aid Accounts and Audit in the Department of 

J~conomic Affairs; 

(ii) Dfr.:;;ctor of A. :ounts, Dep.Tctment of Fertilizers; 

Pertilizer Id1Etries Coc:dhution Committee (Ncs \Ving) ir~ :J:~: 

(iv)1 Accounts \"h~i': jn Para :nT.tary org:misations in the Jil~nis:;y 'Y: 

Lome Affafrs, i.e. BSF, CISF, ITBP; 

(v) l.ccounts Wing in Special schemes in the Cabinet Secretariat. 

r:vi) Accounts Wing of Directorate of Audio and Visual Publicity. 
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CHAPTERV 

INTERNAL AUDIT 

A. EXTERNAL AND INTERNAL AUDIT 

5.1 "External" and "Internal" audit are tem1s which have originated in the 

corpDrate sector. In the case of companies 'external' audit is carried out for a fee 

by an independent firm of certified accountants and the purpose of such audit is to 

report-to the shareholders (who are the owners) whether the Balance Sheet, Profit 

and Loss Account and other statements indicate a true and fair financial position 

of the company. 'Internal' audit, on the at.her hand, is generally conducted by 

employees of the company. Internal audit is intended to serve the Management. 

In the early years, its role was ma.inly the detection or prevention of fraud. Later, 

it was seen as a means of reducing the load on the external auditor and thereby 

also reducing the fees p3.yable. But increasingly, in western countries and in 

bett.::r m::mng~d compnnies th~ v1orid ove:r, intc;m2l ~:udit hus moved beyond 

merely ensurlng "compfomce11 to nsening n'.anagement's need for ~n 

informed, independent review of operntions." Such audit is variously termed as 

"operational", "management", "efficiency-cum-effectiveness" and "value for 

money" audit. 

5.2 In Governments, the supreme audit authority (by whatever mmc 

designated), usually a body independent of the executive, is the statutory or 

"external" auditor and reports to the Legislature. Departmental (or internal) audit 

is also conducted. Bur the scope and nature of audit carried out by the "Ex~ernal" 

and "Internal" auditors are not as clearly distinguishable and do not necessarily 

follow the pattern as in the corporate sector. 

B. EXPERIENCE ABROAD 

5.3 In the USA, it is reported that the General Accounting Office (GAO) has 

"invested considerable resources to reviewing efficiency and effectiveness in 

Government" and that "there has been a corresponding effort within the 

Executive." Financial auditing which had been the main function of the GAO in 

the first quarter of the century, was only 7% of its workload in 1980 resulting in a 

sharp reduction in its staff but an increase in professional personnel. 
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5.4 In Canada, "comprehensive auditing'' has been introduced re by 

programme evaluation is carried out by Departments and "monitored" by , 'he 

Auditor General on oehalf of ParlL1ment and the Comptroller General on beh.'ll r 

of the Exxutive. 

5.5 In Sweden, the National Audit Bureau concentrates on effectiveness audit 

while financial auci.it is le.ft t01nternnl auditors. 

5.6 In the U.K., the Comptroller and Auditor General reports to.the Parlfament 

on the efficiency and effective:il~ss of the Government's progr4111me. But. 

departmental revie\VS are also canied out btensively. The Ministry of Defence 

has created a Directorat::- Gencrd of lvfanagement Audit bringing together 

management serv1ceg, s~arf iaspection und internal audit and uses mixed 

discipline teams to revie\V co1np1..:;x issecs. 

. ' . ',,, .. , •. -1.·"•· ·" ... ··-' ;.,,, ,.-,-~:.in·.,. ,,,,.c=ssaru of "·~'n"'.,..,.,QS S'"'n~~1·on(' .,.,..d ca.r:1e~~ D:~l o..1l!\JtL ;...,.·r ..... ~\-\'..::-• ;:..._,::; L--· '--•J.1__·0~ ............ , ,) ....... ~,.. ,,,,, l.~'f .;.. \Ji ... VU...!:.!,,,1 ' Ul. l;l. --..."? Cl..i.J• 

:.s 

.,. .. ,. . h I •. . I ' in ac'-uL1on, t:a:2 • •mmstry was to set up an nt~rrc;:.! 

The Account~; Citde v1as to form the forward base of t!v: 

fotern2 l A udif te!l;ns. Vlitb the introrluctfon of effective internal audit,thf~ 
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the Internal Audit Units in the Ministries, there are ~·o units in the office of the 

Controller General of Accounts. One unit conducts audit of the accounting 

practices of the Pay & Accounts Offices. The other unit audits Government 

transactions in banks, the object being to ensure prompt rendering of accounts and 

expeditious remittance of revenue collected to-the RBI. 

5.9 The guidelines issued by the Controller General of Accounts in 

September, 1977 and further amended in January, 1981 define the scope of 

Internal Audit which may pe sununarised as follows: 

(i) Checking of initial accounts maintained in the executive offices to 

ensure compliance with rules, regulations, systems-and accounting 

proce.dures. 

(ii) Study of accounting procedure to ensure their correctness and 

adequacy. 

(iii) Ensuring that the procedures so prescribed are implemented rn 

spirit. 

(iv) Scrutiny of check of payments and accounting done in the Pay & 

Accounts Offices. 

(v) Investigation of important arrears in accounting and other 

connected records. 

(vi) Pursuance and settlement of minor objections pointed out by the 

Statutory Audit. 

(vii) Coordination with the Ministry and the Controller General of 

Accounts regarding internal audit procedures. 

5.10 The guidelines also define the nature of checks to be exercised by 

Internal Audit in such a manner as, by and large, to restrict the audit to a 

review of compliance with prescribed rules and procedures and the accuracy 

of the accounts records. 

5.11 The scope of the Internal Audit was slightly enlarged in 1981 to cover 

examination of the accounts of autonomous bodies substantially financed by 

Government but which were not subject to inspection by Statutory Audit, namely, 
institutions which received less than Rs.25 lakhs per annum as Grant from the 

Government of India. 
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D. EFFECTIVENESS OF INTERNAL AUDIT 

5.12--In-their:--written replies to the question regarding the effectiveness of 

Internal Audit, the Secretaries have by and large stated that Internal Audit was 

ensuring compliance with the financial rules and regulations but needed to be 

strengthened (in manpower and training) so as to unpertak:e propriety audit and 

review of schemes. TI1ere was even one suggestion that the findings of Internal 

Audit should form part of the Appropriation Accounts of the Ministry as is 

understood to be done on the Defence side. A few Ministries/!)epartments have, 

however, put forth the view that the scheme of Departmentalisation of Accounts 

does not envisage the undertaking of propriety audit or efficiency audit and that 

InternaLA.udiLcannot oversee and sit in judgement over th~ Finaricial Adviser and 

Secretary of the. lvlinistry. 

5.13 The CGA in his written reply to the Committee has stated as follows: 

5.14 

"The structure of Internal Audit, though very important, has 

not received the auention it deserves. Idcally,-Internal Audit 

should be a sttong instrument in the hands of Secretary of tlte 

r-..nrustry to ~ri.sure that high stmdards of financial norms are 

being followed and infractions arc attended to as soon as tllese 

arc noticed so that statutory Audit has little work left to do. In 

p;-actic.e, howe.ver, t11e staffing and supervision is very thin, 

limiting the performance of int.em.al audit. However, a]J 

efforts r.rc being made to strengthen this important arm of the 

Accounts Office. Head of the Ministry should take greater 

interest in the war~ of internal audit." 

Some of the 11inistries were requested to furnish copies of t'le Inspection 

Reports i:;sued by the LA. \Ving for ex;:miination by tJ1e Committee. A perusal of 

these reports received from 9 Ministries/Departments indicated that, by and large, 

they brought out cases of failure in observing financial rules and regulations. 

incorrect application of service rules and errors in the maintenance of Cash 

Books., Stock Registers and evaluation of tenders. 

5.15 In oral evidence the Adviser(Budget), Ministry of Railways and Financial 

Adviser, !vHnistry of Defonce had stated before tlie Committee that Internal Aurlit 

was very effective in their Ministries. The officers of the C&AG of India 

informed the Committee that any deficiency in the conduct of internal audit in the 

Ministries of Railways and Defence and their subordinate formations was 

- -- -,~-~-----.--,----~---,~-~-~ .... ---~,.....,---··~~.._...,,,_.,.,.. __ ..,,......,... ... ,.........,._,.,_,,_,,,_~-:~-·-~-_____. __ .. ,_~~·--~·-.. --,------·~·:-'-""'<..,-•·· .-.,,~·~~.-.-..,..,._,~-~-.-~--- ~-----~.,..,._-. ..... ...--.-~,~,.··._?:. ··:._.,;.~'!.i!'ti~""r 

• ~-· -~ ...... -- ~· ~- ... ,.. < -· - 'F ,..,.. -,...,..., h.~~, .. p -->"<q--..... -n-~":;, .. ~ --~>4-·:• ' • • "" ~-·· 
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commented upon in the C&AG's Audit Report placed before Parliament. There 

had, however, not been ar1y comment on the internal audit introduced with the 

departmentalisation of accounts in other Ministries in 1976 presumably for the 

reason that it was not yet fully established. 

E. AUDIT RESOURCES 

5.16 The table below shows the staff sanctioned for attending to payment and 

accounLfunctions and for internal audit in the Central Ministries/Departments in 

1976: 

Staff sanctioned for 
payment and accounting 
functions 

Group 'A' 'B' 'C 

185 382 8281 

Staff sanctioned for 
Internal Audit 

Group 'A' 'B' 

18 51 

'C' 

129 

5.17 We have been informed thnt there has been no increase since 1976 in 

the staff sanctioned in Groups 'B' and 'C'. 

5 .18. The staff employed by the C&AG of India in offices exclusively 

conducting audit of the accounts of Ministries/Departments covered by the 

departmentalised Accounting Scheme is approximately as follows: 

Group 'A' Group 'B' Group 'C' 

Not available 418 2360 

In addition, some staff in offices of State Accountants General are also engaged in 

conducting audit of Central Govt. transactions. 

F. EVALUATION OF THE INTERNAL AUDIT SCHEME 

5 .19 It will be clear that the Internal Audit introduced in 1976 was oriented 

mainly to verifying the accuracy of the accounts and tht: validity or legality of 

expenditure incurred. Such audit could be termed "regularity" audit and may be 

considered routine in nature. Nevertheless it is the very foundation of any 

structure of audit. It should be a matter of much satisfaction if such audit is being 

conducted adequately. The Committee could form no clear idea of the qu3lity 

of internal audit. But from the figures of staff deployed and the extent of audit 
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to be undertaken, as shown above, it is obvious that the quantum and 

periodicity of nudit &Te unnccept..ably low. It is significant to note that the 

objective of relieving tlle C&AG of routine audit has not even been 

attempted. Over the last 14 years, there does not apP"'..,ar to have been much 

reduction in the scope or quantum of audit ca.rried out by the C&AG. 

5.20 \Vhile in all areas, the quantum of audit is inadequate. it has been brought 

to our notice that a .very large numbe~· of our Mis.r;nons nb:rosd hsve not n"""n 
audited for over a decade and some never at all. Internal Audit of the I-~1issions 

was introduced only in 1986. Since then, on!y three lVlissions tmve been 

audited (May, 1990). The internal audit has brought out serious irregularities in 

the maintenance of cash book, inventory of dead stock, hiring, repTh-s and 

maintenance of buildings etc. 

5.21 To compmmd the gravity of the situations, a.s mentioned e~rrlicr m para 

4.53 supra, we understand that nm.riy pnsts h1 our Misstons szm:Uoned for 

Accounts p1!rsonnel Rr-C adwHy held by pero::>ns vn~hout ar.y trnin~ng er 

experience in FinanC(.! or A~counffi. !v1any of these Missions have large budgets 

covering pay and allowwc.es, re:itals, rcc;nirs and. maintenance, entertainm.~nt and 

hotel bills, travel, purchas;; of hous:..,l,old a.nd office furniture, e.1uipm::-i~ and 

li ""'l- I .. r. • 1- ' <' ' ' . ' "(r '• t supp es, etc. 1'. .1e~e s.r?.ouw :cw no w~s::.raum! m n1cu.rnng e~penm .. ure on aum~ 

of th es-~ IV"tls.«iions commeasm"afe 'li7f m th..:; m.iJgn!tude of the expenditure to be 
audit.ed. 'f¥e recornm·;;nd thz.t the D:.:p::i.rtment of Expenditure s.houitl loo~; 

into the q_t~estion of cnsudng ad~qu~te r.udit of the e1:pendih.i:re inct~:-red 

sb:road. 

-s:z2- -During discu:~si.ons with the C&AG and his officers, thlis Com.mittee 

was informed that it was certain!y H1e intention to adjust the c;.m.<.nt<Jm of. the 

C&.f~G's audit in u~e !igh[ of the adequacy and quaiity of interrz:f audit as 

had been the case in the lfaHways nnd Defence lVIinistdeEJ. This i:.:, i12.dec4 as 

it should be. It is for "external" audit to evaluate the degree of reliance that may 

be placed on the wo<k of internal audit and thereafter- to seek to optixr.dse the use 

of audit resources, both external and internal. 

5.23 This Committee has not seen any evidence of interaction-between. the 

Government and the C&AG on this matter. It is recommended ~hzt there 

should be a phased expansion in the scope and quantum of interrrrn! audit to 

all areas now covered by the C&AG's regularity-cum-propriety audit and in 
particular local inspections. It is true that this will involve an increase ~n 

staff but this would be matched, oYer a period of time, with reduction in the 

f 
f;. ,. 
e. 
e_ 

C­
~ 

c. 
e_ 

~· 

~ 

t. 
t':. 

c 

___ .. ·-- .. _, ~ ·---· , .. _ .. ,. __ ,__ ... ,..,.... _ .. -.,,,.~,·--·- - .. .,,. .-~r ···~. ·-· .,,, .,..., ·· c..r· •--• ,...-.,,...,_..,. .. _, •• ,,,..,,....,.,,.,.,.Y . .,."'<':-' ,....,_!""_...,...,.._,,. ... ...-,,."":'",If'...,.,.','<'::"'"""··.-:---.,,,., .... ·-~· ··--·-· ----..; .. ~...-.!· ·-- ·-· ' -- :~· ·;'":"• -·~..,,.,,....,.,,~ .• --..,.....- -·~" ·· ---~__,.,--. - --::::::._ ~.!,-. I ; 
. ·- '-""'.·-~-·:- . -· ""'!)" 



... 
'~ 

;j 

JI ... 

k!lt 
ji 

\'!! 

:.ii 
""! .j 

1 

j 

l 
... 

_, 

i 

-

:~ 
., 

] 
" 
~1 

'l; 

j 
~ 
4i 
~ 
.;J 
71 
~ 
1 

·.} 

"I 

J 
I 
I 
"' i-1' 

' I 
I 
I 

) 

i) 

(;,; 
';> ·--

'~ 
;; 

.·~; 

.3 
.. J 
,·J .,, 
J 

J 
-,, ,.,. 

J 

J 
'\ 

-~ 
... 
"' 
;) 

~ 

~ 

) 

) 

-~ 

' Ji 

) 

J 
-~ 

.J 

) 

-~ 

:i 
~j 
c· ... 

··-~ 

J 
':.j 

:j 

:;> 
•J 
·_) 

'--' 
(j 

.. , 

45 

staff of the C&AG. In fact, it should be possible uitimately to achieve an overall 

reduction in staff by the regulation of audit with the use of sampling techniques, 

concentration on areas of organisational weakness, a greater officer orientation 

leading to higher productivity and computer assisted audit. We would urge that 

a time bound programme of action be drawn up and that the progress nmde 

be reviewed from time to time. While, of course, the pace of reduction in the 

quantum of audit by the C&AG of India will be entirely in his discretion, we have 

no doubt that the C&AG vtill be strongly supportive of the attempt to strengthen 

internal auillt and to optimise the use of audit resources. 

5.24 W11ile the range of conventional internal audit would be increased in the 

manner recommended, it is necessary to consider the role of internal audit vis-:i­

vis the management. Internal audit is essentially a service to management and 

must be regan:ied- and accepted as such. It performs this role by providing 

analysis, appr::Usals ar:d infom1ation which assist munagement to function more 

effectively. 

5.25 The CGA and some others who gave evidence to the Comrnirt~ have 

been dissatisfied with the attention given to Internal Audit by the Secretaries of 

lvlinLrnies. The Committee fe-eis thnt, to a great extent, it is for Internal Audit 

to 11 s2H'1 Hsi;H' to m:nmgement. The scope of audit hitherto has been limited and 

it is not surprising that the reprnts on instances, or even a series of instances, of 

deviJ.tions from rules and procedures have not aroused much interest. It would be 

necessary to indicate how such lapses ari:;.e whether from a weakness in the 

system, chronic failures of supervision or lack of integrity, the pos::;ib.ie 

consequences and remedial action. The guideline of the C.G.A. to Internal Audi: 

is that "Only fo.cts should be mentioned and inevitable conclusions drawn .... it is for rhc 

administrative authorities to ta.ke action." This may be appropriate for extem::>J audit 

based on the dictum in the old Audit Code that it is- not the function of audit to 

advise on how Government may better be run. But it surely does not apply to 

internal audit and still less to the F.A. whose function it is to present uudH 

reports to his colleagues and the Secretary. 

G. AUDIT OF COMPUTERISED ACCOUNTS 

5.26 The steady expansion of electronic data processing facilities in 

Government has added a new and complex dimension to the role of Internal 

Audit. The Internal Auditor needs to be associated in the very development of 

systems so as to ensure that adequate internal controls are built in ab initio. 

Intensive tra.ining is required. Indeed, it is said that the Auditor's understaniling 
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of computer techniques needs to be of near professional standards, so that it is 

ensured that the computer is used to assist audit and not, expensively, to work for 

audit 

5.27 Computer trained auditors wiIJ need to be loc.ated in each l\finisti-y in 

the Internal Audit units. In addition, it is recommended that rui E~rt 

Group be established in the CGA's office which will be associated with the 

development of systems and which will luy down procedures to b-e followed 

by Internal Audit pa.rties for inspection of computerised records. "This Group 

would also provide the initiative for development and expansion of EDP systems 

in the area of Accounts and related information systems. 

H. EFFICIENCY AUDIT BY CONTROLLER GENERAL OF 
ACCOUNTS 

5.28 Simultaneously tvith the expansion of conventional and.it, s~rious 

consideration needs to be given to undertaking audit of efficiency and 

effectiveness. - It must he appre~iated that scrupulous complhtnce \vit.h rJl 
\ • 1 1 ., .. - t 

prescribe.a. pr0:eau:"":'".' ao~s not ensur:..; thr,t !':!Sources are econom1cally or 

efficiently depioyed nor t.1.at the expenf.1ture is eJfecti.ve in the sens.~ th::t the 

desired objectives are a.chieved. 

5.29 Over the last two decades there has been a s-ea change in the nature of 

reports ·emanating from the C&AG There is much greater emphasis on the review 

of schemes than on inrfrvi.duµl tnmsactions. This is in tune \vith the direction of . -
audit in many other countries briefly referred to earlier in this chapter. But the 

undertaking of such audit by the "extem~.1 audit.or" does not obviate the need for 

audits of efficiency by Internal Audit. For one thing the C&AG's audit is 

essentially intended to bring to light failures and lapses and; perhaps unavoidably, 

the reports are available much after the event. On the contrary, Internal Audit, 

intensively-and-continuously undertaken in-house, is supportive of mancrgement, 

is constructive and has as its purpose the promotion of efficiency and 

effectiveness in the organi$atlon by timely remedial action. The Internal Auditor 

is critic, counsellor and agent of change. 

5.30 This Committee has given much tlmught to the question on how stich 

efficiency audit may he organised and come to the -conclusion that it wrn b·e 

necessary gradually to build up the capabiRity to conduct such audit 

meaningfully. The work should be entrusted to a few teams who-wou1d-take 

up selectively examinatltdn of schemes, operations, institutions and systems . 
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(including systems of taxation) based on a programme agreed pericxiically with 

the Ministries. These teams should be set up in tbe CGA's office under the 

overall whole time supervision of one of the existing Addi. CGA's. While 

general accounts will be the principal discipline these teams must be multi 

disciplinary and/or have available to them the services of Cost Accountants, -EDP 

experts, economists and engineers (particularly industrial engineers). 

5.31 There are several reasons why the centralisation of this type of audit is 

recor11mended. Firstly, avaiiability of experienced officers wiu1 the approp-ia:e 

aptitude will necessitate starting with a few teams only. Secondly, it would be 

desL.-able that the efficiency audit teai-n is independent of the ~..1iriistry/Depai'1:ment 

whose schemes are to be reviewed. Thirdly, it wiil be easier to organise inter­

disciplinary assistance centrally. And finally, it is essential to provide a high 

level experienced leader for this audit who could give it his undivided attentioa. 

5.32 Vv'hile dle Committee is convinced that efficiency-cum-effective11ess audit 

must be under....a.ken, it is conscious of the fact Lt-iat several initiatives in the past in 

arez.s such c_s O&M a.11d prograi-nme evaluation have not fulfilled t.I1e ho;es 'wiL': 
. -

which they were started but have lefr behind organis2t~o11s which go through the 

motions but rr1ake little contribution to efficiency. There is, t;1erefore, need fo:­

caution, for careful selection of personnel, for organising appropriate training and 

for study of the experience of other countries in this field of activity. The pace of 

activity should be stepped up only as experience is gained and it is clear that 

worthwhile results are being achieved. 



48 

CtIAPTER VI 

TRAINING 

A. NATIONAL INSTITUTE OF Fil.JAJ-J"CIAL IvfANAGEN.IBNT 

6.1 Improving th1.~ utili~tion of Accounts p::rsonnel in appro;"riate r.reas as 

I""...commcnded in dlis Report 1;u1d initiatives to mo.demise financial management 

·will not be successful unless supported by an adequate trainL.'1g progrnmme. The 

Government h~ve s!ready dedded to &'..':t up e: Nntion.12! Institute of Finsnci!li 

whe.'1 o~fice.rs are emrust..."d with fmancial &dvi.."Dry fooctions 

and othc.r executive ~7~ms.ib.ilities." 

6.3 The detailed Project Report on the establishm~nt of the NIF1\1 provid~s for 

;,}_one 

accounts before they a.-re exposed to L'ie routine of depanmentsl pro;:::edures. TI1e 

induction programme \Vill include courses in Cost and Manage...'1.1ent Accounting, 

Computerised Ac.counts and Audit, and Systerr.s Audlt. A high kvel of computer 
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fa..'TI.iliarity is aimed at together with the development of the quality of 'numeracy' 

through training, inter alia, in quantitative methods of decision making. 

6.4 Short-term refresher courses and intensive reorientation programmes are 

also planned in NIFM for in-service officers. A special course will be organise<l 

for those promoted to the Group 'A' Service. 

B. UPGRADil'JG OF EXISTING SKILLS 

6.5 Undoubtedly, the new pattern of induction training will produce a 

generation cf young office~-s appropriately qualified for the tasks thz,.t lie ahe:.id . 

B • • fl ' A 'h h o th o . o ' •• ·-ut rn our view, .. .ne neea. or tie .. our is .. e reonentatwn ana upgr:icm;g 01 

the skiHs of the officers already in service. Unless this is achieved -=ffectively 

and rapidly, the modernisation of fina.11cial management will be a slow and 

frusrrat:ing process, despite the qualification and training of the new recru:,~:. 

would, therefore, recommend that the NIFM should organise spedal 

intensive courses particularly in subjects such as Cost and Man2gemen t 

Accounts, foforrnation Systems and Computer Applications for in-service 

officers so as to cover the whole Group 'A' cadre (including those nt the 

seniormost levels) within the next three or four years. It may also be use;:ul if 

NIFM could generate 'self-tutor' material so that in-service officers may 

supplement an.d/or prepare themselves for classroom instruction in NIFM. 

C. TR.1\JNING OF SUBORDINATE CADRES 

6.6 The initiative to modernise the cuniculum for the Group 'A' Services 

comes not a day too early. But it is dismaying to note that not much thought 

seems to have been given to modernising the training of the subordinatr.: 

cadres, particularly of the Junior Accounts Officer (Civil) examination, 

qualification in which leads to promotion from the clerical to the supervisory 

level. And it is from this cadre of supervisors that one third of the vacancies in 

the Group 'A' Service are annually filled. In fact, there is at present no training 
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facility at all for those preparing for this important examination. Nor is there any 

training of clerks who are required to pass a Departmental Confirmatory Test but 

who are, generously, allowed six opportunities to do so. It should be obvious that 

unless the training of the subordinate cadres is reoriented in line wiL11 that of the 

Group 'A' Services, we shall be attempting to build a modern edifice on 

crumbling foundations. 

6.7 V,Je recommend that the CGA should immetliateiy set up a Staff 

Training Institute at a central location. The main function of Lhis fastitute 

would be to: 

(i) provide training to JAO (Civil) Apprentices to be recruited under 

the revival of the scheme as recommended by us in Chapter VII. 

(ii) condu~t refresher a.rid re;Jrientation courses including courses in 

computer ';:·s:ems and audit, for in-service JAO-.:, and PAOs. 

(iii) develop tr:-0 ~:1ing n1ate::ia1 for courses to be run at oilier centres for 

L'los~ preparing for t.1ie JAO (Civil) Examination arid t.11.e 

Dep.2.i""t:mentci Cor .. fi.rmatory Exa.'Tiination. 

(iv) provide fW1ctional supervision and guidance to thi:: rraini::ig 

facilities being set up at other centres. -

6.8 " 1e would pnrticu!aaly emphasise the need for- 2pp;:-opriate-1nductfrm 

training of new ~ntrants to the Junior Accountant cadre. Tnese entrants c..re 

graduates of diverse discipline 2.nd it is unreasonable to expect them to pick tip 

intricacies of accounts, audit procedures, service rules etc. on their own. It is al:;0 

wasteful and inefficient that these new recruits should take several years to cle:rr 

the Departmental Confinnatory Test, since this is the index. of their capabiEty ta 

recommend that in additfon to the Central Staff Training fr..stitute, faciiiti::£ 

should be organised for conducting training classes in a Civil Accounts Office 

at all locations where there are concentrations of accounts staff such as Delhi, 
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Bombay, Cakutta, Madras and Nagpur. The classes at these centres may be 

held both during and after office hours. The classes may also be conducted at 

these centres for those preparing for JAO (Civil) Examination conducted by the 

CGA. The basic training material for these regionc:I training courses should 

be prepared by the Central Staff Training Institute which should also ensure 

ade;:iuacy of the training imparted in these training classes . 

D. EXCHANGE SCHEME 

6.9 Apan from training, dlere is need also to develop exp-erience. Tne ICAS 

c:::.d..re was initiJliy constituted by the absorption of officers from L1-e IA&AS. 

These officers had a1--e2..dy acquired wide e;q:erience in the Central 2.nd State 

Governoent audits and in assignments on deputation to a variety of orga.i.:.isations. 

1fany cf these officers have retired ar.d others are reaching L11e end of their 

ca:-~::-s. lVtany of thosz who wer~ d:re-:t!y r~:::nite:d to the Se!'vice after :976 

have had little ~xperience other th~n in the Secretariat. The Committee 

considers this to be 2 1Neakness whic!l must be n::merued as early as possible. 

6. iO There had been, a.n.d still is in a small 'Nay, a scheme of exchange of 

officers betNeen the Accounts Services for short assignments of about t..i-iree 

yea.rs. Dtuing its meeting wim the C&AG, the Committee had found him to be 

quite receptive to the idea that the scheme should be revived. 

6.11 The Committee recommends that officers of the ICAS be seconded 

under this scheme to posts in IA&AS, ffiAS, IDAS and IPF&AS. We would 

emphasise thar opportunities should be sought for posting in areas such as 

Commercial Audit, Revenue Audit and Audit of autonomous bodies and in 

the financial w..anagement of departmental industrial establishments such as 

Railway and Defence production units. We believe that officers of the other 

cadres who are seconded under this scheme to ICAS cadre posts, th(; 

responsibilities of which have been enriched in foe manner recommended in this 



52 

Report, will find the experience rewarding and also contribute usefully out of the 

experience gained in their cadres. 

E. DEPUTATIONS 

6.12 The Committee notes that as a matter of policy, deputation is no 

longer permissible to the Central Public Sector Undertakings. Governments 

in other countries are seconding their employees even to the private sector for 

gaining the required experience while we deny ourselves the opportunity provided 

by our own public s~tor. The officers of Group 'A' Accounts Services can 

play 2 vital role at appropriate levels in the Finance and Accounts divisions of 

;:>ublic sector undertakings and experience gained am be or great vahle in 

their jobs in Govemment. Llke~rise, it would be adva.rH.aga!'..ous to induct some 

officers of Fini:ince and Accounts divi.si~ns of public sxtor under..akir1gs at 

appropriate levels in Government on tenure basis. ·de would __ fo.e:refore 

sectc.r und.erta!dnr:_s for£ snedfied tenure 2nd the imm~diate absorotion ru!e 
e,:.; "'" ... 

&;tiouid not 2pply tc., them and that there should be a corresp0riding a.'Ta .. rigement 

for -deputation-of publi::: sector underral::ings' officials to Goverw.-nent. 

Opp-0.-hmities for • ~ 0 .. 'i' 1 '.!) wmemng e:;-::penence mou1c also be sought through 

S:2condn1ent to non..corporate autonomous bodies, State Government 

Undertakings such as Eiect.-idty Boards and to posts in the Union Territories 

(such as Di.rector of Treasuries). Apart from gaining experience in such posts, we 

have no doubt that officers of the Accoi.!nts Services would be able to make 

commendable contribution in such assignments. 

F. RESEARCH 

6.13 Closely connected to training iS rtseard1. Tne l\1Ff.,,1 Project Repcrt 

provides for research to be undertaken to "focus on areas of practical utility to 

Government DeparuTi.::nts". The Committee recommends that the NlFM be 
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requested to take up, on priority, studies of aspects of introduction of 

management accountancy and information S,Ystems in Government. Such 

studies could also be entrusted to other Management Institutes as it may be a year 

or more before the NIFM faculty is fully in position. 
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CHAPTER VII 

ORGANISATIONAL STRUCTURE 

7.1 We are required to review the structlire and role of the Civil Accounts 

Organisation including .the Indian Civil Accounts Service and its effectiveness in 

discharge of functions relating to departmentalisation of.accounts a..11d recom."Il.end 

measures for effectively ~hieving the objectives. 

A. DEPARTivffiNTALISED ACCOUI~TS ORGANISATION 

7 .2 After the separation of Accounts from Audit, the organisation of tJie 

Controller General of Accounts was set up under the Depai.-tment of Expenditure, 

Ivfuristry of Finance, to deal with the follm.ving:-

(i) General principles of Government accounting relating to Union or 

· State Governments and form of Accounts, md to frame or revis.e . 
rules arid rr::.muais relating thereto; 

(ii) Recondliation of cash balances of Union Government with 

Reserve Ban.k i..'1 general and, in pa..rticular, of Reserve Bank 

Deposits pertaining to Civil r.fili"listries or Departments; 

(iii) Overseeing the maintenance of adequate standards of accounting 

by Central Civil Accounts Offices; 

(iv) Consolidation of monthly accounts, preparation or review of trends 

of revenue realisation and significant features of expenditure-etc. 

and preparation of annual accounts (including Sumn1ary Civil 

Appropriation Accounts) showing under the respxtive heads, the 

annual receipts and disbursements for the purpose of the Union 

Government; 

(v) Administration of Central Treasury Rules; 

(vi) Co-ordination and assistance in th~ introdt>ction of management 

accounting system in Civil Ministries or Departments; 

(vii) Cadre Management of Group "A" (Indian Civil Accounts Service) 
and Group 'B' officers of the Central Accounts Offices; and 
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(viii) Organising of training and examinations for the Central Civil 

Accounts staff belonging to Group 'C' and 'D'. 

7.3 The Controller General of Accounts is the highest cadre post in the Indian 

Civil Accounts Service (ICAS). Prior to separation, the responsibility for 

prescribing the fonn in which the accounts of the Union and of the States were to 

be kept was d·iat of the C&AG with the approval of the President under Article 

150 of the Constitution. This Article was substituted to read as follows under the 

Constitution (42nd Amendment) Act, 1976 of 10th December, 1976 

"The accounts of the Union and of tl1e St.ates shall be kept in 

such fonn as the President may, after consultation wiLfi the 

C&AG oflndia, prescribe." 

The:-e has been a further amendment of this Article by the Constitution ( 44th 

A::-r:endn1ent) Act, 1978 of 30th April, 1979, and the Article as amended reads as 

follmvs:-

"The accou.m.s of the Unioii and of the States sh211 be kepl in 

such form as the Presid::nt m2y, on the · ;;.uvice vf the 

Comptroller & Auditcr General of India, pP'...scribe." 

Thus, while the advice of tli.e C&AG is still required in regard to tl':.e form in 

which the accounts of ti~e Union and of the States are to be kept, the primary 

res:,Y)nsibihty fer prescribir:.g the form of accounts and for frarriJng or revising the 

rules and manuals relating thereto is that of the Controller General of Accounts, 

after the depa.rtmentalisation of accounts in 1976. The Controller Generd of 

Accounts is thus the principal Accounting Authority of the Government of Indi2. 

and the Sta:e Governments. The Secretary of each Ministry/Depanment of the 

Government of India is the Chief Accounting Authority for that Ministry and he 

discharges tJ1is responsibility through and with the assistance of the Financial 

Adviser. The Financial Adviser is assisted by the Chief Controllers/Controllers of 

Accounts of the ICAS for his accounting responsibilities. There are over 430 Pay 

& }\ccounts Offices in different parts of the country who are responsible for 

making payments in respect of the various offices under the Central Civil 

1viinistries/Depanments and they function under the Chief 

· Controllers/Controllers/Deputy Controllers of Accounts of the respective 

Ministries through the Principal Accounts Offices at the. headquaners of each 

Ministry/Department. A typical organisational chart of the departmentalised 

accounts set-up in a Central Civil Ministry/Department is at Annex 'K'. The 
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overall charge of the departmentalised accounts set u_p including internal audit is 

that of the Financial Adviser of the Ministry/Department which he discharges · 

through the Chief Con1roller/Controller of Accounts/Deputy- Controller, as the 

case may be. While Group 'C and 'D' staff are borne on the decentralised cadres 

of the respective Ministries/Depa..~nts, the cadre management of Groups. 'A' 

and 'B' officers vests centrally-with-the-Controller General of Accounts. 

B. INDIAN CIVIL ACCOUNTS SERVICE 

7.4 Consequent upon departmentalisation of accounts, the Indian Civil 

Accounts Service was constituted as a Group 'A' Central Service, recruitment to 

which is made through the annual competitive examinations conducted by the 

UPSC. This Service was constituted on 1st April, 1977 with a cadre strength of 

163. At frie initial stage, officers from the Indian Audit & Accounts S·ervke were 

appointed by trcllsfer to this Service. S:.;bsequently, tl1e posts have been filled up 

by annual di.rec! recruitment, perm.anen! absorption of some officers of the 

Accounting Branch of the Air Force and by deputation, etc. Tne re..."Tllitment rules 

also provide for filling ~}:) 33-1/3-71
0 of the vacancies by prornotion . The present 

cadre srrer:gL~ o: t1.~ .~r~s 2.fter t.~e rirree cadre reviews cairied out since it.s 

constitution is as follows:-

1. Controller General of Accounts 

2. Addl. Controller General of Accounts 

3. Senior Administrative Grade 

4. Junior Administrative Grade including 
Selection Grade 

5. Senior Time-scale 

6. Junior Time-scale 

7. Deputation/leave/training/probationary 

No. of posts 

1 

4 

22 

35 

70 

15 

reserve 56 

Total 203 
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7 .5 It has been represented before us that members of the Indian Civil 

Accounts Service are entruqted \.ViLh the responsibility of accounting and internal 

audit only and are not being associated with the work relating to budget, 

financial advice, etc. It has been urged L~at as in the Railways, there should be 

an integrated financial and accounting set up in each !vlinistry and the members of 

tJ1e Service should be entrusted with this responsibi!ity. \Ve note that the Yardi 

Comrnittee had recom..rnended that there should be a separate Service for manni.r1g 

the middle and senior levels in Finance, Accounts and Internal Audit in each 

;-,Enis try /Depa,"1.menL It, however, appec.rs that t.11e Service was constituted 

n:illnly to assist the l'vlinistries/Depar U.1.1ents with the responsibility of 

rr::::..inten<lnce and compilation of accounts after Lf:ie separation from audit. This is 

borne out by the Departmentalisation of Union Accounts (Transfer of Personnel) 

Act, 1976 (Anne~ 'M1
) which refers to the transfer of officers of LA&AS to the 

r;~;vJ Service for the purpose of facilitating efficient discharge by the Ministries of 

the responsibility of compiiing c.ccounts. In facr, in a subsequent D.O. letter d2ted 

4t.h 1-.fay, 1981, from the Secreta.ry, Departrne:-it of Expenditure, to all fr1e 

Secrctcries in the Ce:-iud.l Iviinistries (Annex 'L'), it was suggested that in order to 

n:2Jce better use of th.e experience and expertise of the offic~::s of u1e Ic .. ;s, the 
' . ' d .c:: , • . .J • • ... h ouaget wor:c rn some u.nance wonc may oe emruste.u to tne memoers or ti e 

Ser1ice in. consultation with the Financial Adviser. It was also suggested that 

inte:rnal audit should also be put completely under the control of heads of 

Acco;,ints Org2.Ilisations. The overall responsibility for Finance, Budget, 

Accounts ;;;s;d Internal Audit was, however, to continue to be with the Finar:cial 

Adviser. \Vhile internal audit has now been made the responsibility of the 

Accounts OrganisD.tion in the various Ministries/Departments, the suggestions for 

entrusting the budget and some finance work to them remain unimplemented in 

most of the Yi.inistries;Departments. 

7.6 Vie had written to the Establishment Officer on this matter and later had 

discussions with him. He had informed us that all the posts in the Central 

Government Secretariat were held on a 'borrowing scheme' by Officers borne 

on various cadres and even CSS Officers above the rank of Under Secreta...ry were 

promoted on fitness basis to those posts. In his written reply, the Esttblishment 

Officer stated: "The present thinking is that if a post is to be operated under the 

Central Staffing Scheme, which is the present practice in respect of the post of 

Deputy Financial Adviser, then that post is to be open to all services and officers 

having appropriate background would be proposed." 
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7.7 We-have-discussed this matter with the Secretary(Expenditure), Shri 

K..P. Geethakrishnan. He has conveyed to us his views in a note that reads as 

follows: 

7.8 

(a) "The existing arrangement of compartmentalisation of Finance and 

Accounts sholild give way to complete integration of financial advice, 

budget &nd accounts functions at all levels. Such an integration will 

not only improve the quality of financial administration in the 

Ministries but would -also lead to savings through reduction in 

manpower, 

(b) Keeping, hqwever, ad.ministra.tive difficulties in mind, integration of 

financial administration sholild be undertaken in phases. 

(c) To start with, all posts upto and including Deputy Secretary/Di..-ector 

level should be taken out of Central Sts.ffing_P.~tem and merged into 

Li)e Civil A~ounts Department For posts of Financial Advisers at Joint 

Secretary and Additional Secretary levels, however, the followirig 

difficulties will have to be taken into a:::count:-

(d) 

i) 

ii) 

T.:;e :=;.t.ie::tion process for posts at these levels should continue 

to be rigorous. 

Interests of other Services for Central ooputz.tioas at tk;&:; 

levels will have to be kept in view. 

iii) The ICAS is, at present, not in a position to provide suffident 

number of officers to man all the financial admL-1istration 

posts at these leve1s. 

Accordingly, phasing of integration process in respect of JS a.1ld AS 

level posts will have to be carefully thought over and implementf'.d oYer 

a period of time. n 

The Committee has separately recommended in Chapter IV of this report 

greater involvement of the members of the Service in the activities of u1:e 

Ministries/Departments and also an enlargement of their areas of respo!1sibility so 

compilation of accounts and internal audit, but also for financi;:.1 advi8e snd for 

assisting the Ministries/Departments in making accounts an integral part of 

overall management. The Committee has further considered the matter in the light 
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of the above views conveyed by Secreta..ry(Expenditure). It appears to us th:::.t the 

difficul::ies rr~er:tior~ed in int.~z;.;.-~ting the po~ts at Lhe JS and AS levels also appiy 

to posts at the Director;Dy. Secretary level. In particular, it would be essential to 

secure reasonable opportunity for Officers of ali the Accounts Services to serve in 

posts of Director/Deputy Secretary which experience is necessary to make u.1ern 

eligible for considcrnti0n for ~ppointment to posts of Fiilancia.l Adviser. 

7.9 Keeping this in. view, the Ccmn-..itte.c r2.';ommends that 2/3r-d cf the 
' I " ~ -- • ' ' il ~· ; ~ -' t n• • • - ~' pc.sts upto t.ne 1eve! Dr I.Jrrec~or in r..L'!t: i'i.n.a!1ce 2r1v. lJUtrge .s.~•IV!stons or ~ne 

Iviinistried'".0epartments c~hcuM be ene2dred in the Indian Civil Accoun::s 

of!1cers b~longing to other orgznised Accou~ts ::a:d Group 'A' Se~·vices .. 

Subject to this reccn1Inendation, V/e v;~lcu1::e th.e prop0sll or 

pan and p::in::el of th-e GvH l.ccounts Organisation in aH 

~ • 1 T . ' h . . t.. • • ht-·,... • ... . ,. 1.1 _t has cee;i "rnug!"it to OLI notJ.ce tun at present m eig.. fhmis~nes; me 

accounts Cidre is headed by the Cf-def ControBer of Accounts, who is in foe 

to 2n ,-;ff!cer who !s cf his own nmk. In many cases, the FA may even be junior 

to the CCA. The Committe~ considers th~s situation administratively 

unacceptable and also a waste of high level manpower. The Co:n1IT\jttee feels 

tlrnt whereve:- this situation a.."ises the obvious and economic solution would be 

to cnmbine the posts of CCA and FA. 

7.12 Apart from increasing the areas of responsibiiiry of ICAS, it is cJso 

necessary L'"iat t'1e Service should b-e effectively utilised for the purpose for which 

it was constituted. The scheme of Deput ... 11entalisation of Accounts is net 

restricted to the 1vl.inistries/Depai"lments at tte Central Secretariat but is ec;ually 

applicable to Ll-ie various offices under tL.ese tvlinistries in different parts of the 
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country. That is why there were about 430 Pay & Accounts Offices as on 

1.4.1990 all over the country of which about 50% are located at Delhi. Of the 

total staff strength of about 9,000 of the Civil Accounts Organisation, about 

4,500 personnel are working in PAOs outside Delhi. Vifhile this is the pattern 
of distribution of the departmentalised accounts organisation, the distribution 

of cadre posts of ICAS which is expected to provide ad.ministrative and 

managerial supervision iµid guidance to the Accounts set-up is quite different 

We find that out of the total cadre strength of 147-posts (excluding :reserves)? 

only 18 posts are sznctioned for operation at places outside Delhi as per 

details given below:-

(i) SAG level 3 

(ii) JAG level 2 

(iii) Senior Tin1e Scale level 13 

The Yardi-Committee had visualised. Lhat the attached and field formations of t.~e 

11inistry should be sub-;iivided int~ Ac:::ounts ci.."""Cles _COm'.spDnding to viable 

charge of an Officer of appropriate s:atus who v,rould carry out ;;~:coc1ts 
. . ' fi . 1 • • h . . . . . . ,...,.. . ~ 

msp~ctlons, renc.er inan~1ai ac~~l1c.e to u e ex:e:;utlve autr1ont.es 1n tie \ ... Jrc1e Er1""': 

assist them ir1 fina.r1:ia1 control and. pe:.!om1ance s..ppro.isal. Lri fa.ct, ~~c; Accounts 

0...rcles were to serve as the for.va.rd base for internal audit op~raticins. 

7 .13 V.Je thinl~ that in order to fulfil its management accouming role, uie IC.AS 

should not only cater to the requirements at the headquarters of the 

~dinistries/Depa...'lments but also the fieid formations under them as envisag:.<:l by 

foe Yard.i Committee. Fqr this purpose, it is necessai.] that office.rs at senior and 

other levels should be positioned in different regions so as tn effectively supervise 

the functioning of the PAOs and the Internal Al.!dit Organisations and also be ins. 

position to provide accounting and other advice which the local execl.!ri.ve officers 

may require, We have separately recommended foat the CGA should be enmEtc.d 

with the responsibility of efficiency audit of projects and schemes in cons12ltation 

with the respective Mini~tries. In t..'fiis respect also, it would be desirable if the 

knowledge and ex.periencty of Ll-ie ICAS officers available in thi;: different 

regions/areas is fully utilised. It is also necessary th:it young officers joining the 

Service should not be confined to the sheltered experience provided in the 

Secretariat of the Ministries/Departments. It is necessary for enriching their 
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experience and career advancement that they hold independent charge of offices 

outside Delhi so that they cah be groomed for positions of higher :responsibility. 

7.14 Ta1dng into account the existing distribution of the PAOs under different 

Ministries/Depanments, we recommend that there should be a re-distribution 

of posts at the SAG/JAG level so as to provide dose supervision of the PAOs 

in Western, Eastern and Sm~thern regions, and of Internal Audit and for 

rendering advice to the executive officers in L}Jese regions. We also recommend 

tilllt wherever there are three PAOs or more under any 

Ministry/Department nt any station/~:...ate/region, thes.e should be placed 

under the charge of an ICAS offic:;r at the senior time scaleJJunior 

Administrative Grade level who wou!d be responsible for their efficient 

functioning, internal audit and othet responsibilities. '\Ve hope that this 

d~e:itralis.ation, will be a step in the direction of better rummng the role 

envisaged for this Se.rvke. 

c. CONTROLLER GENERAL OF ACCOUNTS 

7.15 It has been urged before us that the Controller G'"':l.eral of Accounts \:.iho 

is the Bead of the ICAS and is the Pr!nc:.;::al Accounting A~thori~y of the 

Governme;;t of fadia and the State Governments, does not have the status 

which he deserves. It is seen that at the time of separation of Accounts from 

Audit, the post was created on <:. pay of Rs.3,000/- (fixed), then applicable to a 

post in the ran.k of Additional Secret.1.:.]. Subsequently, en Lie recommendc.tions 

of t.i-ie Fo1Liu11. Centrd Pay Cor.ar:ni:>sicn 'which exa..'11.:nd the duties an.d 

:responsibilities of various _posts undtr the CenlP.J Government, the pay of the 

C.G.A., which is Lie highest cadre p-0st of th:; ICAS, has been fixed at Rs.7.6frJ/ 

(fixed). Subsequent to the Report of 6e Fourth Pay Commission and as a result 

of cadre revie'.vs, there are now 4 posts of Addirior1ai Controller General of 

Accounts or equivalent in the ICAS in the pay scale of Rs.7300-7600. 

7.16. As the Principal Accounting Authority in the Government of India, the 

CGA is responsible for prescribing the form of the accounts of the Union and the 

States. This resp-0nsibility involves not merely the prescription of the Heads of 

Account (Major, Minor and Detailed) but decisions on the propriety of 

classification of individual items of expenditure and receipt and formulation of 

accounting policies and principles on the basis of which •;ruious accounts shall be 

prepared. He is also responsil>le for administering Artide 283 of the Co.r.stirution 

relating to the payment and withdrawal of monies into and from the Consolidated 
Fund, the Contingency Fund and the Public Account of India. TI1e Committee 
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expects the CGA to play a very active role in the development of Ma..11agement 

Accountancy and Information Systems in the Ministries/Departments. We have 

also recomrrended t.11at efficitncy--cum-effectiveness audit should be undertaken 

under his supervision. The CGA is responsible for came management of Groups 

'A' and 'B' Civil Accounts Service. \Ve have recommended that he should also 

take on the responsibility for cadre reviews and regular training-of Groups-C and 

D staff. T-0 enable him to discharge these responsibilities effectively, it is 

essential that he shoufd have a status which will enable him to interact wifr1 

facility at the highest level in the Wrinistries/departments. Taking into a~count 
• ' ' • . . '. t• th d rl l t-.. k • '" '-h the eXIStmg responsmm · les e exp~n e..,_ ro e WulC•• we cnvu:;age iOI' ~ .e 

CGA and the relativities withb the organisation itself, we re~ommend th2t 

the post of CGA should be given the pay and status of ex-offido Secretary to 

the Governmei1t of fodfa. 

n 
~. PR0Iv10TION QUOTA FOR GROUP 'B' Of<'FlCERS 

7.17 In regard to the stru~L!.ITe of the S :~nrice, the ex.isti:1g r~r-riJ.itmer:t rules 

·de c 1 ·~ • + "h • • • • r·· ' t · - h · provi "" 1or 1.Jjrd o~ tLe v_z.:a11c1es m :: ye.ar ce:.ng _rneo. 'Y prcmotion. lt iw b~en 

represente .. j b51 L~e Pa~~l t_· .. ·,_::sc~::i.r~ts C;ffic~:-s }.~so.:iation t:.1at this Rule _has t:.rdly 

provided any-prJn.1otional 0~1?~~nijes tJ :Jroup 'Bf Officers und s_~ on 1~(.:~-5:Js: 

'B' leve!. This ccnstlt:ir.ed c:b{>ut 3% of u.~:; tot?J cadre strength. i-... t 6~ san:e ti:n~:­

\;'hile regular promoti:E1s to th.e ICAS are so fev1, a large nurrib~r .c;f officers h:ive 

till such ti.i.~e officers i:: the junior time scale are available for promodo:1 en 

regular basis. As on l.4.1990, 52 PAO'& were officfa.ting in C1e senior- f_frn~ 

s-::ale unde:- this r:r'r-zr,gement. Since induction into the ICAS is in the jLE1i::Jr 

time scale only, even ?.n .. Os who have Dffi8iated in the sen:or ti:ne s:::a1e v;ould 

hs.ve-to be inducted ES regular memb~rs of the Service at that level oniy. Due to 

this, we have be.en info:med that no~ a [:ing:ie officer regu!2rly promoted to t:::c 

ICAS after 1976 h:ts become eHgib:e for promodon to the Jim1or 

Administrative Grnde of the Service. 

7 .18 We are of the view that the existing rules are unsatisfactory sine~ they 

result in very few Group 'B' officers being p:-omoted to tI1::: Group 'A' cadre. On 

which is bad for the morp.le of .the orga11isati.on in which these officers play a key 

role. On the other handi the organisation is denied the benefit, at senior levels, of 

the competence and long experience of these officers. \Ve, therefore, feel thit foe 
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promotion quota for Gr::n.'p 'B' officers should be fixed as a percentage of the 

authorised strength of the Group 'A' cadre rather than, as at present, a percentage 

of the vacancies 32"~sing in a y::;:u. V/c trnderstarr.d :.hr.t this is the position in the 

IA&AS and the IDAS. \Ve also consider that it would be not only appropriate but 

just, that Group 'B' officers on promotion to the Group 'A' cadre should be placed 

in the senior time scale tiling into consideration L1eir service in Group 'B' posts 

which, in fact, are equinknt in re:sp-onsibility to, and interchangeable with, posts 

in the junior time scde of :h Croup 'A' c:·dr~. (\Ve understand that this is the rule 

in the case of the All lridfa. Services. Engineerillg s~:rvices and all the Railway 

Services including t},...;; :...'·"·,,.S). The Rec.::Jitrr:.ent Rules for promotion to the Group 

'A' cadre already requir;; a r::inimum of 5 years ser1ice in the post of P&AO. But, 

in feet~ at pres~:i.t, as 11~~:-:.~/ :.s 53 Group 'B 1 officers are officiating in the senior 

tirr~e scale of the Ge:.:v:ci;; -,;.:Lbo<Jt t ·;ing actuJ.lly promoted to the ICAS. 

,., 1 " i .• ';f 

E. 

the discharge cf: i:s c -.. ~ > · ::~- .z. :;,; c'..i j,::p;c...~u:1err:aUsation of Accounts. There 

is an equcJ ne~d tG i.rnp17,;e the effectinness of t:~e personnel of the Civil 

Accounts D-cpar::r:::~m at <Jth~r 1.eve1s also. Unper the scheme, while the CGA is 

responsible f,Jr cau~ :71"~r.D.,~·::ment cf Group 'A' an:!. G~-ccp 'B' officers, Group 'C 
' 'D' ;ff ' 1 . ' • th . "'r . . r·r.~ arm - str 1 2..l~ 0cr-, ~ ;:; ': . .-ic c2..l..rc.~ ot 1:: rr;s?e.ctve 1v1m1stnes i.Jvparnnents. 

The CGA is only r~'.iY.:r~ib~e for organising trair.ing and the JAO (Civil) 

Exarr.inatian for ;::.hese r~·~som1tl. Ir h<:ts been represented before us by the 

Associations of ·.Jx..:i:.-.; ·:-~. ',:._" and 'D' stru-'f 'Ll1a.t \vhile cadre reviews have been 

done for Group 'A' c:·T.c:.;:-:, nc :;uc:1 c~-e review has IY"'...en undertaken for them. 

It has also been pointed out that they are not exposed to any training programmes 

to improve their poter:tial ar1d skills. Vie are of the view that even though the 

Civil Accounts Staff belor.ging to Group 'C and 'D' are borne on the 

decentralised cadres of the respective Ministries/Deparnnents, the CGA should 

look into their genuine grievances and take steps for their amelioration. There are 

general guidelines of the [:·ep<lI!:ment of Personnel and Training in regard to cadn. 

review of Group 'C a.ad 'D' staff. VVe recommend that the responsibility·for 

undertaking cadn reYie~s or Groups 'C' & 'D' Accounts staff in different 
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Ministries/Departments in accordance with the guidelines should be that of the 

CGA who should have it done on a regular basis in consultation with the 

concerned Ministries/Departments. Similarly CGA should undertake cadre 

review forthe Group 'B' cadre also. We have already recommended in Chapter 

YI that the_ CG A should also organise appropriate training programmes for these 

personnel so that they are equipr,.,d to take on the tasks ex-pected of them under 

the Departmentalised Accounting System. 

F. ACCELERATED PROMOTION SCHEMES 

7 .21 It has been brought to our notice that the cadres of PAOs and its feeder 

cadre of JAOs/AAOs are so structured in the Civil Accounts Deparn:nent that: 

(i) 

(ii) 

at several stations including Delhi,it takes more than r.-.10 years for 

a Junior Accountant who has passed the JAO examination to be 

promoted to the post of JAO. 

it takes more t'1an 15 years on an average for a JAO I /\AO to earn 

promotion.to L."'1e grade of PAO. 

(iii) it tz..~es more t.'1a.'1 12 ;'er2·s for a PAO ta come wis."lin til;e zone cf 

consideration for promotion to the ICAS. 

7.22 This le2.ds to a situation when officers are generaEy prnmoted to ths 

ICAS when they are about fiftyafive years of age-. This is not s.atisfactory 2.s it 

cL::prives the Se.-vke c,f the benefit of their exp(;rience at S'2tl~or Ievc~s. 7t1e 

scheme of pro;:notion should be s~1ch Ll-iat brighter officers are able ta enter the 

ICAS at an age which would er.able them to reach at least tbe JJni.'.Jr 

Adn:llnistrative Grade before they retire. This would b(; possible if L'ley a!'e 

promoted by the time L"-iey are 45 years of age. Vie recm~1mend introducfam of 

a.::'.'..'.e!erated proanotion schemes for promotion to the lever of PA Os as ·w~~; as 
t:'J ICAS which should b~ as follows: 

(a) Promotion from 1AO I AAO to PAO: 

(i) Of the total aunual vacancies to be fiiied up, 20 per cent 

should be earmarked for acceierated promotion. 

(ii) Fo:r su~h promotions, all JAOs /J.i.AOs-with a minimum service of 

five years as JAO/AAO should be considered and the selection 

criterion should be outstanding records. 
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(iii) Officers found fit for accelerated promotion should ra.1.k en bloc 

senior to others in the san1e year. 

(b) Promotion of PAOs to ICAS: 

(i) Of the total number of posts to be filled up by promotion in a 

yea:r, 20 per cent should be earmarked for 'acce!erated 

promotion'. 

For such promotions, all PAOs with a minimum service of five 

years as PAO shou!d constitute the 'zone of consideratio11' and the 

se!ection cdter-ion should be outstanding rei::ords. 

(iii) Officers found fit for accelerated promotion should ran .. l.;: e.-z bloc 

senior to others in the same year. 

7 .23 Tn.e normal principles for determining L1e zone of consideration for 

promotions should not apply to these accelerated Promotions. 

7.24 The::.e schemes will reward weritorious work and encourage talented 

per:::.onnel to contribute tJ1eir best to the effi:::ient functioning of t.:i:ie depanment. 

G. REvrv AL OF SAS APPRENTICE SCHE!v1E 

7 .25 Apart from improving the skills of the Civil Accounts staff through in­

service training, there is also nee<l for direct induction of personnel of high calibre 

in the organisation. At present there is direct recruitment at Ll}e level of Junior 

Accountant (UDC) through the Staff Selection Commission. Thereafter, the 

Junior Accountants, on passing the JAO(Civil) Examination, are appointed as 

Junior Accounts Officers. We understand that earlier, in the Indian Audit & 

Accounts Department and Defence Accounts Department, there used to be a 

scheme of direct recruitment of SAS Apprentices. Under the scheme, graduates 

with brilliant University records, were appointe,d as SAS Apprentices and were 

given intensive training for a period of two years after which they were to appear 

in the SAS Exarr...ination. As a result of the intensive and whole-time t:raining, 

most of them qualifie,d in the SAS Examination in the first attempt. Their 

advancement in the Department was also quite good and many of them were 

subsequently promoted to the Group 'A' Service against departmental promotion 

quota. In order to build up a cadre of Junior Accounts Officers of higher 

calibre, we recommend that the scheme of direct recruitment of Apprentices 

may be re-introduced by the Government not only in the Civil Accounts 
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Department but in the othh Accounts cadres also. Recruitment to this cadre 

could be through a special examination to be conducted by the Staff Selection 

Commission. The percentage of posts to be filled up in this manner could be 

about 20% of the vacancies in a particular year or such percentage as may be 

considered appropri.ate by the respective Deparnnents. We recommend that the 

Ministry of Finai.l.ce may finalise this matter for all accounts cadres in 

consultation with C&AG and other concerned departments. 

H. MERGER OF Il\TDIAN COST ACCOUNTS SERVICE VlIT .. tl 
INDIAN CIVIL ACCOUNTS SERVICE 

7.26 Both the Indian Cost Accounts Service and the Indian Civil Acco:.mts 

Service are managed by the Department of Expenditu.."'e as two £epa.a.te-Group 'A' 

Services. It has been suggested to us that their merger would be beneficial to bot.'li. 

the Services. It has also been pointed out that even though the Indian Cost 

Accounts Service has £ cadre strength of 162, it has not been able to 2,tt.':"H:d 

the requked. mrn:her or candidE.tes with Hr~ re:stdi that there are a.:; m2n2· ES 

-9s-vacar.cies. _ 

,... ,..,,_, V 1 .. • hi . 1... ' ~- ' ~ I ' . er ) . . I 
J..(,f ; e cc::.:ussea tt ·~ r::iatter vr.t.;. me Ln1:.:~ n.:.1.nser ,~ost at the U~p:1-:::n~m 

a CDst Pi..ccount.s CeiLi?oo1, V-/2.S constitut!;.d i::to a ~gular G·zoup 'P:1.' Service i1: 

th~ Cl1ief f:..d~ri~e:{Cost) that t.l-ie re.cruitment rtr1es of the Service pro\ri.C~ foT 

appaintment of cdy qualified Cost or Che.nerd Accountc..nts a! t'le ind:.::Jon 

level of Assista:i.t Director(Cost) in the Junior Time Scale. Tne age lirnit fc,.. 

re.:ruitment to fr,;~ Service is 35 years. The Cni::.f Adviser (Cost) stated tlwt the 

fadian Cost Accounts . Service provides specialised service to foe various 

Government D.::p2.i."tments by professionally qulliifi(",,d personnel. They ca;.-ry clt 

imp::maiit studies on cost/pricing, systems de.velopment, escalation cases, study cf 

losses by Public Sector Undertakings, etc. He also pointed out that, of late, there 

had been· good response for recruitment to the Service. The Chief Adviser( Cost) 

was, therefore, of the view that it would be in L~e interest of the Government to 

keep the identity of this Service separately so that it continued to provide 

specialised service in different areas. 

7.28 \Ve have carefully considered the-matter and do not share the expectation 

expressed by tl1e Chief Adviser(Cost) that there would be much improvement in 

direct recruitment to this Service. We would, therefore, recommend merger of 
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the Indian Cost Accounts Service \vith the Indian Civil Accounts Service. 

Our reason for recommending merger is that it would permit of easy deployment 

of qualified cost accountants to posts in which their expertise would be 

particularly desired and also provide them with career prospects which -would 

take them to senior managerial positions in die merged service. We also 

recommend that the induction of Chartered/Cost Accountants should not be 

at the entry level but more 2ppropriate!y be at higher levels of the Service 

from amongst Chartered/Cost Accountants vfith experience in the prof essfon. 

7.29 ·we understand that the special training courses to be crgan.ise:.i by the 

[,lL"'>i v;ouid include cost accountancy also. This would lead to srrer:gthening of 

the ~:-_:1owledge of cost accounts amongst the officers of the Indian Civil Accounts 

rr:ethc.;j~ ccst accountcrits of higher calibre t1:.an the aver;;,,ge direct entra...r1t to the 

Ir.di2L Cost Accounts Service would be developed. 

=-.,,....,....~~~~~~~~~~.~-·-,--··-·--.·~. ~·------~-· --~--~~-~---·-~"·-----·--~-.~·----
.... ---.........-~~--------. ...,.......--.-· -·---....,-·---------··--- -~ 
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CHAPTER VIII 

SUMI\1ARY OF CONCLUSIONS AND 
RECOI\IIMENDATIONS 

Chapter Il • Historical Background 

1. 

2. 

3. 

On the Defence side, the Accounts have IY-...en maintained departmentally 

from the "9'ery beginning; in the Railways from 1925; in the Department of 

TelecommuriJcations b::hveen 1968 ·and 1970 and in the Postal 

Department from April, 1976. 

Para 2.3. 2.4, 2.5 

Tne scheme of Departmentalisation of Acco:mts in all the ether Central 

Wiinistries/Depar;..u..:.ents was effected between April, 1976 fuid Ju.ne, 1980. 

The scher::~~ it'1troduced. a rrtajor cl':ai~ge. Tne. C&AG was r;;Heve;d of t:.:e 

r~s:rp.ons~~Jilit"\' +~-r co:n·rvi:!ncr w.11.C a("·rn~1:-its of t.'f.iP< C.anrr91 10~~.l-s~~~ E[i'-1 fr"r' '-''"'!'" .. ....... ._"",; .&....J... .... ;';:"' ............ -~ _...,_"'"·· .. ~· ... ._, -·-- ~ .a...>.~ ,...._"'"...,......,. ,.,... ~v,.. 

tl:e C."1ief Accauati!1g lJ.ut11ority for ti~ trf:r1sactions of tJ1e IvlirJstry. 

Para '2~7 ! 1.10 

Chapter III· Revie7? of Departmentalised AccmmHng System 

4. Tne rnajor objectiv•;: of the scheme was to improve the fi.:':rnci:U 
,. .t.. • c . . ' '- . competence er tue f\umstnes arm to mJ.Xe Accounts 

management 

Para 3.1 

5. This is the fiJ.""°St comprehensive review of the scheme after its introduction 

in 1976. 

Para 3.3 
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6. The Departmentalised Accounts Organisation is now a pan and parcel of 

the ?,,tinistries/Departments. It is, however, unfortunate that after 14 years, 

the officers and staff of the Organisation feel isolated and that they are 

treated as a category distinct from the other personnel of the Ministry . 

The Committee would urge that steps be taken to remove this feeling. 

Para 3.5(a)(ii)(iv) 

7. The promnt settlement of personnel and public claims is a major 

achieve::2ent of the departmentalisation of accounts . 

Para 3.5(br 

8. The Civil Appropriation Accounts and Finance Accounts are placed 

before P;rrli2....111ent during the Budget Session of u.11e ensuing year as 

de:ir::d by the Public Accounts Com .. mittee. Acccunts of ir.dividllal 

Miriistries are available by the 20th of the follov.rir1g month . 

P3Ia 3.5(c)(i) 

9. The:e has been a progre_ssive reduction in the balances accumulated under 

suspense he~s. The Comrrittee recomrnends friat the Inspection Wing in 

th.e CGA's office should liaise continuously with the field offices in 
tackling problem areas . 

Para 3.5(c)(ii) 

10. The computerisation of accounting data has made considerable progress. 

Since October, 1988 all the PAO's in Delhi have access to Personal 

Computers. A.rrangements are being made to supply PCs to PAO's outside 
Delhi. 

Para 3.5(c)(iii) 

11. The Committee is happy to note that the Departmentalised Accounts 

Organisation is fulfilling its primary role of timely and accurate accounts­

keeping. 

Para 3.5(c)(v) 



70 

12. There has been remarkable progress in the timely remittance of excise and 

income-tax revenues to the Government account. 

Para 3.5(d) 

13. The Committee is pleased to note that adequate attention is being paid to 

t..11e continuous review of Rules and Manuals. 

Para 3.5(e)(ii) 

14. It was exr~ted that under the "merged DDO" scheme, the Cash Bra..11ch 

and the DDO would be manned by qualified accounts p:.rsonnel leading to 

I"P"Auction of about 250 perscns. This has not happened. As the system of 

precheck by the Departmenta.lis~ Accounts Organisation has b~n 

dis~nsed wiu.i., there are grave ri::;ks of i."Tegular paymenrs. The existing 

duality- of comrol and dilution c'· precheck system is unsatisfactory and 

should be done awE.y \Vit.l-i. It is absolutely es-::emial that the Cash Branch 

and the DDO should b.e made a pwt of L.'le Depa.i"tmentalised Accounting 

Orgz.nisc.tion in cll respects and that all posts_ be m&"lned by uccounts 

pers:snnel w-i~bin a p-=riod o:E tv-:o y;;;:-..r:;. 

Para 3.5(f)(i) to (iv) 

15. Tne rnerged DDO Scheme hz~s Tl.Ct b<;:en intrc~·duced in t.1--ie Villlistries of 

\7lo:n3n !::.. Child Development ai1d tbe Cc.binet 

B ,.:;~ . ..,..., 1 .. . .f ~· • "d . . , . roaw::ast:lr:.!!. lne Vilmsrrv o,_ t-rnar..ce shoul ensure its implementc.ton 
-~ . 

in. these 1-iinistiies/Depar::rr:.ems 1;:.'ithou further delay. 

Para 3.S(f)(v) 

16. The CorrL.-i::t~ee i2 conce:-r~,:cl to note th.at w.1ere are several po:;(s in 

1"1inistries/D;;pa;.-rments where ac(;ounts personnei should be utiE~.ed 

which are now held by unqt:<=Jified personnel. As a. general principle., t11e 

responsibility for rria.intcm1nce of accounts should be entru.stX.. oniy to 

personnel drawn from the Accounts Cadres. 
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In our Missions abroa~ several posts specifically created for accounts 

work are held by non-accounts personnel. The Committee recoITu-nends 

that Missions witq annual receipts and expenditure of over Rs.2 crore 

should have qualified accounts staff at appropriate levels. 

Para 3.5(g)(ii) 

18, The Committee notes that Internal audit has concerned itself largely wit.ii. 

the regularity of payments and not achieved the role envisaged by the 

Yarcii Committee (See also Chapter V). 

Para 3.5(h) 

Chapter IV - Accounts as a Tool oi Management 

19. It is a matter of concern that 14 years after the Deparunentalisation of 

20. 

21. 

Accounts, nothing tangible has been done to make accounts an effective 

tool of managemenLit was one of the prescribed functions of the CGA to 

assist in the introduction of management accountancy. A sorry situation 

appears to have prevailed with the CGA waiti.Ilg to be asked and the 

Management not knowing what to ask f9r. 

Para 4.1 to 4.5 

The Advisory Committee set up in 1976 under the Chairmanship of the 

Finance Minister devised MIS for three Ministries between 1978 and 1982 

which were expected to serve as a model for other Ministries to develop 

their own MIS. In effect, not only was there no such development but the 

MIS adopted in the three :Ministries appears to have fallen into disuse . 

Para 4.6, 4.8 

The Committee nbtes that performance budgets have little value as tools 

of management and that zero based budgeting has not resulted in any 

significant economies. This is probably because these systerns__do-not 

have the support of accounting data systematically analysed and 

presented. 

Para 4.13 

' ;e ... __ 
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22. The Committee is surprised to note that a Committee set up by the 

Government to review the General Financial Rules etc. in 1985 had 

recommended tha~ proforma accounts need no longer be maintained in 
I . 

respect of seventl 'schemes such as the Central Government Health 

Scheme, because thy cost of their operation had "no genuine relevance". 

Para4.14 

23. The objective of makiilg accounts a tool of management has not been 

achieved to a Jarte extent because of failure to develop systems which 

-management accoiln~ would have subserved. 

24. 

25. 

26. 

27. 

Para 4.18 

The modernisation of financial management cannot be achieved without 

expert installation and maintenance of new systems and -continuous 

modification and refinement until requirements are satisfactorily met The 

Committee notes that initiatives have not succeeded in the past lv-..,cause of 

lack of adequate preparation, special training and follow up. 

Para 4.17, 4.19 

The Committee was surprised to note that over 50% of the officers 

currently in the Fip.ance Departments did not belong to any cadre which 

had received systematic training in Fina.pee and Account$. This must lead 

to low receptivity to modernisation of management systems. 

Para 4.19(iii) 

Apart from attainment of notable proficiency in project evaluation 
I 

techniques, the culture of financial scrutiny, by and large, has undergone 

little change. 

Para 4.20 

The expenence of the UK during the last decade in introducing 

management accountancy and creating cost consciousness in Government 

is worthy of study. 

Para4.2L- 4.25 
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Continuous expert centralised prescription and guidance and special 

training of all to be involved, including senior management, is necessary 

to bring about major changes in management_ systems and culture. To 

prepare the ground for such initiatives, the Committee believes that its 

recommendations should include measures for better utilisation of the 

departmental accounts cadres and its effective integration into the 

financial management system. 

para 4.19, 4.26 

Financial Administration in the :Ministries can no longer be treated as a 
generalist function. Special emphasis has to be laid on appropriate 

intensive experience and training of officers appointed to Finance 

Departments so that they can provide leadership in the progressive 

modernisation of Fina...11cial Ma.n.agement. (Recommendations on the 

organisational structure are at Sl. No.51 to 53.) 

Para4.27 

The Committee reiterates the recomm~ndation a1-eady made by the 

Ministry of Finance (but acted on by only a very few 

Ministries/Departments) that the Budget Section should be placed under 

the supervision cf the Chief Controller/Controller of Accounts. We 

recommend funher that all posts in this section be held by accounts 

personnel and that the replacement of existing personnel be effected 

within a period of one year. 

Para 4.30 - 4.35 

We recommend that the Chief Controller/Controller of Accounts be 

redesignated as Financial Controller and that he be entrusted/associated 

with the responsibility for 

(a) monitoring the progress of schemes/projects and expenditure; 

(b) appraisal of functioning of departmental and grant receiving 

bodies; 

(c) analysis of financial data received from PSU's; 

(d) release/obtaining approval for release of funds to PSU's/grantee 

institutions; 
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(e) coordination of the MIS, its installation, maintenance, uJXlating; 

(f) provision of specialist accountancy service-s; 

(g) coordination of disposal/follow up of queries/reports from Audit 

and Parliam~ritary Committees. 

He will, however, continue to function under the supervision of the 

Financial Adviserr of the Ministry/Department. 

Para 4.41 and 4.43 

The Committee ~ndorses and reiterates the recommendation of- the 

Advisory Committee that the zonal PAO's be integrated in the CPWD and 

the CA/PAO be redesignated as FA&CAO and Asst. FA&CAO 

respectively. It is fu...-ther recommended that such. integration should be 

effected mutatis mutandis in other Directorates General or any sini.ilar 

organisations. Thi~ would lead to dispensing with the maintenance of 

parallel sets of recqr\fs. 

Para 4.50 to 4.52 

Tne Committee notes that in certain units where accounts were maintained 

depa.rtmentally even prior to its separation frr'11 Audit in 1976, the 

personnel a.re cL--a-w11 mainly from the Central Secretariat Cadre. The 

Cormnittee considers that it would be appropriate and d.esira,hle to absorb 

such personnel irtto Hie Departmentalised Accnurtts Cadre, if willing and 
suitable or replace P'iem by accounts personnel. A few examples are listed 

in the Report. 

:Eara 4.5;) 

Chapter V • Internal A4dit 

34. In western countries and in better managed finns the world over, internal 

audit has -moved beyond merely ensuring 'compliance' to 'serving 

mana-gement's needs for an informed, independent review of operations'. 

Para 5.1 
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35. In the USA, Canada, Sweden and the UK there is increasing emphasis on 

audit of efficiency and effectiveness. 

Para 5:3 to 5.6 

36. The Y ardi Committee had visualised that the Accounts Circles would 

form the forward base of foternal Audit teams which would carry out 

propriety-cum-efficiency audit and that with the introduction of effective 

internal audit, the C&AG 'could be relieved of the burden of routine 

auditing. The i...11temal audit introduced in 1976 has been restricted to 

verifying tl1e accuracy of the accounts and the "regularity" of expenditw.-e 

incurred. The Committee could form no clear idea of the quality of 

internal audit, but from the figures vf staff deployed, it is obvious that the 

quantum and periodicity a.i-e unacceptably low. 

Para 5.8, 5.16, 5.18, 5.19 

37. There does ot appear to have been much reduction in the scope or 

quantum of audit ~ailied out by the C&AG. The objective of relieving the 

C&AG of routine audit has not even '::>c;n attempted. 

Para 5.19 

38. An area particularly neglected appears to be our Missions abroad. Only 

three Missions have been subjected to internal audit till May, 1990. The 

Committee recommends that L'1e D~paru11ent of Exp._.1diture shouid 

ensure adequate audit of r,t..,e 1'viissions commensurate with the magnitude 

of-expenditure to be audited. 

Para 5.20 and 5.21 

39. The Committee was informed by the C&AG and his officers that it 

certainly was the intention to adjust the quantum of statutory audit in the 

light of the adequacy of internal audit. 

Para 5.22 

40. The Committee recommends that there should be a phased expa..1sion-in 

the scope and quantum of internal audit to all areas now covered by Lhe 

C&AG's regularity-cum-propriety audit and in particular local inspections. 

The Committee believes that the increase in the staff required for this 

purpose would be more than matched, over a period of time, by reduction 
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in the staff of the C&AG. The Committee would urge that a time bound 

programme of action should be drawn up and that the progress made in 

improving the scope and content of internal audit be reviewed-from time 

to time. 

Para 5.23 

Internal audit must "sell" itself to management by indicating the 

implications of itS findings and proposing remedial action. It is the 

function of the Financial Adviser to present audit reports to his colleagues 

and-the Secretary. 

Para 5.25 

Computer trained auditors will need to be located in the Internal Audit 

Units. An Expert Group should be established in the CGA's office to be 

associated v.riLh tJ1e development of systems, laying down procedures for 

audit of computetj.sed records and for expansion of EDP schemes. 

Para 5.26 and 5.27 

IIlternal Audit is supportive of management, is constructive arid has, as its 

purpose, the promntion of efficiency and effectiveness. 

Pa.""'2. 5.29 

It \.Viil be necessary to build up capability to conduct efficiency-cum­

effectiveness audit of schemes, operations, institutions a.rid-systems_to be 

selected periodically by fr1e CGA in consultation with the 1vtinistries. T11~ 

assistance of Cost -Accountants, Economists, EDP experts and Engineers 

would be required.. The Comrnittee recommends the setting up inter­

disciplinary terun~ in the CGA's office under the full ~ supenrision of 

an Ad.dl. CGA to carry out such audit. The pace of activity may be 

stepped up as experi~pce is gained and worthwhile results are achieved. 

Para 5.30 to 5.32 

( 

~­

~-
!(_ . fl 
\.._ i::,i 



-;i 

~ 

~ 
j 

·;) 

~ 
•:) 

·~ 

~ 

~ 

~ 

··~ 
•···"' 

77 

Chapter VI - T-raining 

45. 

46. 

47. 

48. 

The Committee notes that Government have decided .to set up a National 

Institute of Financial Management (NIFM) to provide induction and in­

service training to all the Group 'A' Accounts Services. 

Para 6.1 to 6.4 

The new pattern of induction training proposed will produce young 

officers appropriately qualified for the tasks that lie ahead. However, the 

need of the hour is the reorientation and upgrading of skills of in-service 

officers. The Committee recommends that the NIFM should orgaI1ise 

special intensive courses so as to cover the whole Group 'A' cadre within 

the next 3 or 4 years. 

Para 6.5 

Not much thought seems to have been given to modernising the training of 

the subordinate cadres. \Ve recommend that a Staff Training Institute be 

set up at a central-location to provide training to JAO (Civil) Apprentices, 

and to conduct refresher and re-orientation courses to in-service PAO's 

and JAO's. In addition, training facilities should be provided in Civil 

Accounts Offices at locations where there are concentrations of accounts 

staff to prepare ca.'1didates for the JAO (Civil) and Departmental 

Confinnatory examinations. The basic training material for the regional 

training centres should be prepared by Lie Central Staff Training Institute 

which should also oversee their functioning. 

Para 6.6 to 6.8 

The Committee notes that many of the ICAS officers who were directly 

recruited to the Service after 1976 have had little experience other than in 

the secretariat which it considers to be a weakness requiring early remedy. 

The Committee accordingly recommends that the Exchange Scheme 

between the various Accounts Services may be revived and ICAS Officers 

should be seconded to posts in Commercial Audit, Revenue Audit, Audit 

of Autonomous bodies and financial management of departmental 

production units. 

Para 6.9 and 6.11 
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The :Committee notes that as a matter bf policy, deputation is no longer 

permissible to CentnU-Publie-Sector Undertakings; We, however, feel that­

experience in the Firtance and Account Divisions of PSUs_ would be of 

great value. The Committee recommends that officers of the Group .. A' 

Accounts Services be deputed for a specific tenure to PSU's and that there 

should be corresponaing deputation of PSU officials to Government. The 

Committee also recommends that opportunities for widening of 

experience should Pr sought by secondment to non-corporate autonomous 

'bodies, State Government:Undertakings and posts in Union Territories. 

Para 6.12 

The NIFM and other Management Institutes should be requested- to tiKe 

up, on-priority, sutdies for introduction of Management Accountancy and 

Information Systems in Government. 

Para 6.13 

Chapter VII - Or-gani.satjonal Structure 

51. It has been represented that in the light of the recommendations of the 

Y ardi Committee, ttie ICAS Should be entrusted with the responsibility 

relati..'1g to Budget, Financial advice and Accounts functions. The 

-- Establishment Officer had informed the Committee that posts of Under 

Se...--retaiy and atx>ve fell under the Central Staffing Pattern. However, the 

S~"!etary(Expendittµe) has proposed that, to start with, all p0sts upto and 

including Dy. Secretary/Director should be taken out of the Central 

Staffing Pattern and merged into t.~e Central Accounts Department, for 

posts of Financial Advisers at Joint .Se-'"Tetary and Addl. Secretary levels, 

the selection process should continue to be rigorous, the interests of otiier 

Services and the ~vai-lability of ICAS officers would have to be kept in 

view; and accordingly, the integration process at the JS and A.S(FA) level 

posts would have ~o be carefully thought over and ~plemented m~er __a 

period of time. The Committee feels that these considerations should also 

-be taken into accpJ.lQt in integratiqg at the level of Director/Dy. Secretary -

in particular, the need to provide adequate opportunity to other Accounts 

Services. The Cbmmittee recommends that 2/3rd of the posts upto the 

level of Director in the Finance and Budget Divisions be encadred in the 

ICAS and the remaining l/3rd be kept available for suitable officers 

belonging to the other Organised Accounts and Group 'A' Services. 
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Subject to this recommendation, the Committee welcomes the proposal of 

the Secretary(Expenditure). Simultaneously, there should be a reduction 

in the total number of posts in the Finance and Accounts Departments by a 

suitable reallocation of duties. 

Para 7.5 to 7.9 

The Committee recommends that posts below the level of Under Secretary 

in the Finance Division should become part and parcel of the Civil 

Accounts Organisation over a period of two years; 

Para 7.10 

The Committee urges that in any Ministry where there are posts of both 

Joint Secretary (FA) and CCA, the obvious and economic solution would 

be to combine the posts. 

Para 7.11 

Of the total staff of the Civil Accounts Organisation of about 9,0~, abuu': 

4,500 are posted outside Delhi. However, of the total cadre of the ICAS 

of 147, only 18 posts are sanctioned for operation outside Delhi. It is 

recommended that ICAS posts should be re-distributed so as to provide for 

closer supervision outside Delhi of accounts work and internal audit and 

for rendering advice to Executive Officers. Wherever any 

Ministry/Department has three or more PAO's at any 

location/State/region, an ICAS officer of appropriate status should be 

posted to supervise the accounts and audit work. Such a 

decentralisation/re-distribution is necessary to enrich their experience and 

would be in the direction of better fulfilling the role envisaged for this 

Service. 

Para 7 .12 to 7 .14 

In consideration of the CGA's existing responsibilities as the Principal 

Accounting Authority of the Government of India and the State 

Governments and the expanded role visualised for him by this Committee 

and to enable him to interact with facility at the highest levels in the 
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Ministries/Departments, it is recommended that the post of CGA should 

have the pay and s41tus of ex-officio Secretary to the Government. 

Para 7.16 

56. As on 1.4.1990, ohly five officers in the ICAS had been promoted from 

Group- '-B' on regular basis while 58 Pay & AccountS Officers were 

officiating in the Senior Time Scale without being actually promoted -10 

the Service. Not a single officer regularly promoted to the ICAS after 

1976 has become eligible for promotion to the Junior Adr...""linistrative 

Grade of the Service. The Committee recommends that the recruitment 

rules of the ICAS should be amended to Prt?vide for (a) 33-1/3% of the 

authorised cadre sttength of the ICAS to be filled by promotion from 

Group 'B', and (b) the officers so promoted to be placed in the Senior 

Time Scale of the Setvice. 

Para 7 .17 to 7 .19 

57. The responsibility for undertaking cadre review.s for Groups ~c and 'D' 

stai"T should be undertaken by the CGA Lr1 consultation \.Vi.th. the 

1finistries/Departments. The CGA should carry out cadre review of fr:.e 

Group 'B' cadre. 

Para 7.20 

58. At present officers are promoted to the ICAS at about the age of 55 y~::..rs 

'With the result that they are not able to contribute at senior levels befor~ 

ttiey retire. The Committee recommends a scheme of acccbrat:::.d 

promotion under which 20% of the annual vacancies to tl1e level of Pay & 

Accounts Officers and 20% of the total number of- posts to be filled by 

promotion in a year to the ICAS be made from amongst· those with 

outstanding records. 

59. The scheme of direct recruitment of SAS apprentices may be reintroduce<l 

in all the AccourltS Cadres in order to build up a cadre of JAO of high~r 

calibre. 

Para 7.25 
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In the Indian Cost Accounts Service 95 posts are vacant against a cadre 

strength of 168. The Indian Cost Accounts Cadre may be merged with tJ1e 

Indian Civil Accounts Service. Induction of Chartered/Cost Accountan~s 

may be made into the Indian Civil Accounts Service at appropria~ely 

higher levels from among qualified and experienced personnel. Indiarr 

Civil Accounts Service officers may be offered incentives to qualify in L"le 

ICW A examination. 

Para 7.26 to 7.29 . 



82 

ACKN0WLEDGEMENTS 

The Committee acknowledges with thanks the generous ass-istance 

it received from all conc;erned in completing its assignment. 

Most of the Secretaries and Heads of major Organisations and the 

eGA_replied in detail to our Questionnaire. Most of them responded 

readily to our invitation to give oral evidence indicating their deep 

concern for the matters which were the subject of our review. Several 

retired Secretaries and Controllers General of Accounts very kindly met us 

and shared with us their rich experience. The office-bearers of the 

Associations of Officers and Staff of the Civil Accounts Organisation 

submitted memoranda v1hich w :e informative and perceptive and our 

discussions with them provided us with valuable insi_ghts into 

organisational probl~ms. To all of-tI1em we are deep1y grateful. 

Vie are especially thankful to Sh.ri. T.N. Chaturvedi, the then 

Comptroller & Auditor General of India, for giying us the benefit of his 

views on matters included in our terms of reference. 

Most of the meetings of the Committee were held in the 

conference room of-the- Staff -Se1ection Commission, We gratefully 

acknowledge the hospitality and assistance extended to us by -the 

Commission and its staff. 

Tl-, • • ._, • • ..-. • b . ue secreranat ass1stance \vas provme.u to me Lorri,:rr1ttee y tn;;; 

office of the Controller General of Accounts. For this we thank 

Shri P.V. Desai, CGA and his predecessor, Shri S.R. Singh. 

.t1 
t .e1 

' ~ i :·.1 
~ r: 

C.:., 

~ L_ 

I 
I 
I 
I 

: I 
I I 
ti l 

• I 
r 1 __ , ~ I 

! 



"\ 
j ) 

"' ;) 

... 
Ji 

;') .,., 

'?l ~, 

'.I ~1 
·-
i~ 

., 
'.) 

.. : 
'v:.,~ 

~ .. 
"" ~ ' >J1r 

. 
.-:g, 

:~' 'vJ 

,_ 
~ 

~ ~-
. 

4:.f;. 
.• .,.,. 

,. 
;!: 

.J 
:] ;; 
~ 

,,.. 
-.} 

:1 .;/?> 

-, 
. , ,,.. 

:~· :; 
~ 
~., 

~ ~· 

J ./!.., 
...: 
...,, 

"" 
J 

- ;; 
~ 

~J 

-· ".:l ., 
-'&;{ 

,,,,... 

..., 
";f 

~ 
.... 
., .. J 
..,, 
-.;,;! 

~~ 
., 

l ~ 
i 

:;,) 
... 
~j 

:~ 
·~ ·-
·~ 

~~ 
•:) 

·~ 

~ 
...... 
'""" 
""J 
.__ 

~ 
·!) 

J; 

83 
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The terms of reference of the Committee will be as follows: 

(i) 

(ii) 

(iii) 

(iv) 

(v) 

to undertake an in-depth review of the functioning of the 
deparunentalised accounting system and assess to what extent 
integration with the administrative set-up has been achieved, and 
to what extent the departmentalised accounting system is fulfilling 
its management accounting role; 

to recommend measures to make departmentalised accounting a 
more effective tool for management accounting purposes; 

to assess the extent to which the departmentalised accounting 
organisation is fulfilling its primary role of timely and accurate 
accounts keeping and identify shortcomings and suggest remedial 
measures; 

to assess the function of internal audit in the departmentalised 
accounting system and recom..'Tiend steps for strengthening it; 

to review the organisational structure and role of the Civil 
Accounts Department, including that of Indian Civil Accounts 
Service and its effectiveness in discharge of functions relating to 
departmentalisation of accounts and recommend measures for 
effectively achieving the objectives. 

5. The Conunittee will function on a part-time basis. Secretariat assistance 
will be provided by the office of the Controller General of Accounts. The 
Corrunittee rn.ay devise its own procedure of work and consult such exp~ns as it 
~nay co:isider necessc.ry. It may also secure the services of Consultants after 
obtaining Govemment sanction. Ministries!Depai.'1.n1ents in Government of India 
v.-·ill fu.rn..ish such information and other assistance as may be required by the 
Corn.mi ttee. 

6. The Comrnittee will submit its report within four months. 

,·. TA./DA to Members of the Committee will be allowed as for a Eigh­
F-owered Com.rriittee. in terms of the 11inistry of Finance, Depart..ment of 
}.:xp~nditui;-e OJvt Ncd.9020/1/84-E.IV dated 23.6.1986. 

Sd/-

, (A.Jayara..'Tia.11) 
Joint Secretary to the Government of India 
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ANNEX 'A' 
[Reference Paragraph 1.1] 

No.F.1 (15)-E(Coord)/89 
Government of India 
1Ainistry of Finance 

Department of Expenditure 

New Delhi, the 5th April, 1989 

Constitution of a Committee to review departmentalised 
accounting system. 

The separation of accounts from audit under the Central Government and 
the introduction of the depar'-111entalised accounting system was completed in 
phases frcm 1.4.1976 to 1.6.1980. As a result, the Comptroller & Auditor 
General of India has l::een divested of accounting functions relating to the Central 
Government in all a."'eas except civil pensions, and in respect of the Union 
Territcries of Chandigarh, Lakshadweep, Dadra & Nagar Haveli. 

2. Tne separation of Accounts from Audit and the introduction of the 
departmentalised accounting system under the Central Government has been a 
major adiliinistrative reform. The aim of the reform was to integrate accounts 
with tI1e adrninistrative set-up so as to mak:e it a useful and relevant tool for 
management pWT'z-10Ses. 

3. Government have now decided to review the functioning of Llie 
deparu"Tientalised accounting system. A Committee with the following 
composition has been constituted for this purpose:-

1. 

2. 

3. 

4. 

5. 

Shri S.B. Lal, IAS (Retd.) 

Shri A.J.A. Tauro, IA.AS (Retd.) 

Shri S.C. Mital, ICAS (Retd.) 

Prof. S.C. Kuchhal, 
IFCI Visiting Professor, 
Faculty of Management Studies, 
University of Delhi. 

Shri R.K. Mathur, IDAS 
Addl. Secretary & F.A 
Department of Food. 

Chairman 

Member 

Member 

Member 

Member-Secretary 
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ANNEX 'B' 
[Reference Paragraph 1.3] 

S.B. Lal, IAS (Retci.) 
Chairman 

D.O. letter No.HPC/DAO/Q/ 
Ministry of Finance 
Department of Expenditure 
Room No.207, Dak Bhavan, 
Parliament Street, 

Committee to Review 
Deoartmentalis.ed Accounting 
System 

NEWDELHI-110001 

Dated 26th June, 1989 

The scheme for the seoaration of accounts from audit and frle 
denartmentalisation of accou..11ts o(the Government of L"ldia was implemented in a 
tii.:.e-bound programrne in t.hree phases in 1976 as a major adrr-.. J.r1.is~trative reform. 
In order to fully utilise the potential of the new accounting. orgarJs.mion, it was 
. . ·" th . . 1 , also envisage-..;_; at a sunzb.e m:magement accountancy systeill ana a 

comprehensive maiiagement information system (MIS) would be built ulJ in -the 
~,ilini~?"ies for the i:iroper ,.~'1t~reta~?n i:nd utilisati_on of accounting data. to assist 
m p-~11cy formulanon, errect.ve uuhsatlon of funds etc.- It was fl"'_:;ogmsed that 
. ill' h b ' 1 ~ . .i.. • ,.. ' ti'1est systems w · ;ave to e aeve opea so as to sult·tue requrrements or e2.Cn 

f.r1inistry /Department. 

2. The following adva.11tages were envisaged '.Jri.th the introduction of the new 
system:-

i) 

ii) 

iii) 

iv) 

v) 

Accounting would in effect lv=-....come an aid to management at all 
levels in a :Ministry for financial control and performance 
appraisal. f.r1anagement at the formations subordinate to the 
Ministry would be provided' with financial assistance and advice . 

Duplication of accounting work then_prevailing in the Ministries 
and Audit Offices would be avoided, thus providing more cost 
effective arrangements. 

It would lead to speedy settlement of all claims including those of 
Government employees and avoid excessive documentation. 

The centralised compilation of final accounts would speed up 
rendition of B;Ccounts to the Ministry of Finance and provide the 
necessary inputs to the management information system for 
financial control and performance appraisal. 

An effective internal audit with ·emphasis on propriety-cum­
efficiency would be developed which could relieve the statutory 
audit of m,inor details and the latter could confine itself to major 
issues. 
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3. An Office of Controller General of Accounts was created m the 
Department of Expenditure of the Ministry of Finance for 

a) the maintenance of accounts under the new system; 

b) the coordination and f.*Wtance in the introduction of management 
accounting system in the Ministries/Dep2rtments; and 

c) the cadre management of the newly created Indian Civil Accounts 
Service and Group 'B' officers of the Central Civil Accounts 
Service. The Controller General of Accounts has thus been 
supervising the implementation of the new scheme. 

4. With more than a decade of exp~iencc of separation of accounts from 
audit and the introduction of the depmttnentalised accounting system, the 
Government have now constituted a Committee to review the depa..rtmentalised 
accounting system in &11 its &spect&. A copy of M..inistry of Finance, Depaztrnent 
of Expenditure letter No. F.1(15)-E(Coord)/89 dated 5th April, 1989 is enclose-d 
(Annexure 1) which gives the composition and terms of reference of tJ1e 
Committee appointed by the Government to review this system. 

5. You will pleue observe that the Committee is required to undertake an. in­
dcpth review of the functioning of the departmentalised accounting system to see 
\!/hether this ~jor refc:rm haz r~Heved fae objective of ma.tin~ RCC?unts z.. us~ful 
~::;d an effe:.::..;.ve toe -::-r ~.m .. ~:.::.::nent purposes. The Comrr;1ttee is rei:J.ul.--e.c. to 

' ' . .. """' . . ., . .. . .- " 'lssess the extent b wmch imegratlcn \.Vltn the rnm1mstratlve set-up hc.s t_-,xn 
. . ' rl h th th . . . +: 1 ~,.· • . l ,,. ' 0 

,.; 

n.~n1evea an,,. w .._e'" er e,orggn1s.anon is iUlllill!ig its fnrn~ry roie or ttrn.e1y 2.1!~ 
;iccurate accounts keeping. It is also necessa.ry to know whether the ffi2'1.agem'.!nt 

. • • c • h . . . "' :l::count:mg systeo. ana management iruormz.tlon svstem e,ve c~en m:ro:.u::e.'.J, to 
~ui.t the reqUirements of tl-ie I'1'tlnistries.1Depart:I1:entsQ The Corr-.rr.Jtte~ \Vculd 
greatly benefit from your considered views on the functioning of th.e ~heme and 
your suggestions for such improvements as can be made so i.S to bring it closer w 
the objectives. 

6.. \Ve .have drawn up a Questionnaire (AnIIexure IT) to elicit your esteemed 
views. As th.e Committee has a time-bound programme, I shall be grateful if your 
reply to the enclosed Questio1u1aire could please be sent to me by 14th July, 1989. 

7.. You are also requested to indicate whether you would like to come for 
oral evidence b-~fore the Cornmittee. 

With regards, 

Encl: Two 

Shri 
Secretary to the Government of India, 
11irristry/Departrnentof 

. Yours since_rel y, 

Sd/~ 

(S.B .. LAL) 
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